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The following information is derived from the audited Consolidated Financial Statements of ESSA Bancorp, Inc. For additional information, reference is made to
“Management's Discussion and Analysis of Financial Condition and Results of Operations” and the Consolidated Financial Statements of ESSA Bancorp, Inc. and

related notes included in Form 10-K as filed with the Securities and Exchange Commission.

At September 30,

2009 2008 2007 2006 2005
(In thousands)
Selected Balance Sheet Data:
Total assets $1,042,119 $ 993,482 $ 910,415 $§ 725,796 $ 656,066
Cash and cash equivalents 18,593 12,614 16,779 12,730 20,290
Investment securities:
Available for sale 217,566 204,078 205,267 89,122 62,506
Held to maturity 6,709 11,857 17,130 19,715 21,505
Loans, net 733,580 706,890 619,845 556,677 508,981
Federal Home Loan Bank stock 20,727 19,188 16,453 13,675 11,916
Premises and equipment 10,620 10,662 1,277 11,447 11,560
Bank-owned life insurance 15,072 14,516 13,941 13,376 12,864
Deposits 408,855 370,529 384,716 402,153 374,759
Borrowed funds 438,598 412,757 313,927 259,299 221,479
Equity 185,506 200,086 204,692 58,337 54,31
For the Year Ended September 30,
2009 2008 2007 2006 2005
(In thousands)
Selected Operations Data:
Interest income $ 52,733 $ 52,065 $ 45510 $ 36,451 $ 31919
Interest expense 23,739 25,642 23,805 19,217 14,323
Net interest income 28,994 26,423 21,705 17,234 17,596
Provision for loan losses 1,500 900 360 300 550
Net interest income after provision for [0an l0SS€S ..........ceeeeevreveennne 27,494 25,523 21,345 16,934 17,046
Non-interest income 5,728 4,803 5,496 5518 5,281
Non-interest expense 24,113 21,181 31,185 16,685 16,493
Income (loss) before income tax expense 9,109 9,145 (4,344) 5767 5,834
Income tax expense 2,553 3,068 782 1,813 1,383
Net income (loss) $ 6,556 $ 6077 $ _ (5126) $§ 3954 $ 4,451
Earnings (loss) per share (1):
Basic 3 0.47 $ 0.39 $ (047 $ N/A S N/A
Diluted $ 0.47 $ 0.38 $ (04D $ N/A $ N/A
(1) Earnings per share for 2007 are calculated for the period beginning with the company's date of conversion of April 3, 2007.
At or For the Year Ended September 30,
2009 2008 2007 2006 2005
Selected Other Data:
Return on average assets 0.64% 0.63% (0.62)% 0.58% 0.72%
Return on average equity 3.42% 2.92% (3.88)% 6.96% 8.42%
Interest rate spread (2) 2.40% 2.09% 2.18 % 2.46% 2.85%
Net interest margin (3) 2.93% 2.88% 2.718 % 2.710% 3.04%
Non-performing assets as a percent of total assets ........ccceeeereerrerrerreanns 0.74% 0.40% 0.06 % 0.07% 0.10%
Non-performing loans as a percent of total loans 0.70% 0.55% 0.09 % 0.08% 0.12%
Allowance for loan losses as a percent of total loans 0.79% 0.69% 0.67 % 0.69% 0.70%
Total risk-based capital (to risk-weighted assets)...........ceeveeruerrrercnsererenne 31.00% 30.30% 32.84 % 15.77% 15.55%
Average equity to average total assets 18.59% 21.717% 15.98 % 8.36% 8.55%

(2) The interest rate spread represents the difference between the weighted-average yield on a fully tax equivalent basis on interest-earning assets and the weighted-average cost of interest-bearing liabilities for the year.

(3) The net interest margin represents net interest income on a fully tax equivalent basis as a percent of average interest-earning assets for the year.
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Fellow Shareholders:

onsistency. The dictionary defines it as "“the
Cability to maintain a particular standard or repeat
a particular task with minimal variation.”
At ESSA Bancorp, Inc., we define consistency as
running a safe, sound, stable bank hour by hour, day
after day, year after year with the right people doing

“We ended 2009 in a strong financial
position—well-capitalized

with strong earnings. As such,
we continued to lend and remain

the only locally based financial

institution in Monroe County.”

the right things each and every time. That timeless
formula has spelled success for our shareholders
and customers since we first opened our doors for
business in 1916.

We ended 2009 in a strong financial position—
well-capitalized with strong earnings. As such, we
continued to lend and remain the only locally based
financial institution in Monroe County. The bank did
not need nor accept any federal bail-out money in
2009 due to our significant capital strength. At
September 30, 2009, the bank’s tangible capital
ratio was 15.17 percent.

For the year ended September 30, 2009, the
company reported record net income of $6.6 million,
compared to net income of $6.1 million in 2008.
Total assets increased $48.6 million, or 4.9 percent,
to a record $1.04 billion at September 30, 2009,
compared to $993.5 million at September 30, 2008.
Earnings per share on a diluted basis grew from
$0.38 at September 30, 2008, to $0.47 at September
30, 20009.
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Diane K. Reimer, Vice President, Delivery Systems Division,
and Paul Keyser, Superintendent, Overton and Associates,
LLC., review plans for ESSA's new Mountainhome branch.

ESSA Bank & Trust increased its market share by
more than one percent to 19.66 percent as of June 30,
2009, compared to 18.59 percent at June 30, 2008,
solidifying its position as the number two bank in the
Monroe County market. Although the number one and
number three banks in the market also retained their
market positions, each lost actual market share from
2008 to 2009. We attribute our market share growth
to the consistently excellent service our people provide
that keeps our customers coming back time after time.
Simply put, our customers like doing business with us.

Despite an increase in our non-performing assets,
asset quality remains sound. Non-performing assets
totaled $7.7 million, or 0.74 percent, of total assets
at September 30, 2009, compared to $4.0 million, or
0.40 percent, of total assets at September 30, 2008.
The allowance for loan losses was $5.8 million, or 0.79
percent, of loans outstanding at September 30, 2009,
compared to $4.9 million, or 0.69 percent, of loans
outstanding at September 30, 2008. The allowance for
loan losses was 112.82 percent of total non-performing
loans at September 30, 2009.

Shareholders benefitted directly from the strength
of the company's performance in 2009. On August 26,
the company announced an increase in its quarterly
cash dividend from $0.04 per share to $0.05 per share
of common stock payable on September 30 to share-
holders of record as of September 16, 2009.

During 2009, in just our second full year as a
publically traded company —the only such company
based in Monroe County —ESSA Bancorp, Inc. completed



Remodeled in 2009, the Stroud Township branch inside
Weis Markets now serves as the prototype for future
in-store branch locations.

its first 15 percent stock repurchase program in
June and began a second 10 percent program that
is currently under way.

As we move forward into 2010, we have targeted
three areas for profitable, consistent growth:

Branch Expansion Construction of our fourteenth
full-service branch is under way in Mountainhome, an
area in Monroe County we don't currently serve, but
where customers had asked us to consider building

a new branch. We will be expanding our market area
into the Lehigh Valley with three new branches inside
Weis Markets in Allentown and Schnecksville in Lehigh
County and Bethlehem in Northampton County. Each of
the four new branches will be open for business by the
end of March and will be the foundation for immediate
growth in our retail business.

Small Business We are committed to vigorously
serving the small business market and in the process
attracting new small business customers. A new busi-
ness credit card program was introduced in November
2009 to help business owners improve cash flow,

easily track business expenses, and simplify purchasing.

We plan to roll out a remote deposit capture product
during 2010 that will allow small business customers
both inside and outside of our branch footprint to
conveniently scan checks and deposit them directly
into their ESSA accounts via the Internet. The small
business market is critically important to the bank's
future growth.

Technology During 2010, ESSA will continue making
user-friendly improvements to our website and iBank,
our online banking service. We have already taken a
step in that direction with the introduction last fall of
an upgraded Bill Pay feature in iBank that adds im-
proved customer access, increased functionality, and
enhanced design to the bill payment experience.

New information is continually being added to our
website, attracting new visitors and making it a trusted
source of banking information. Web sessions increased
by 16.8 percent to nearly 620,000 in 2009. Additional
online tutorial videos, similar to the one currently fea-
tured on the home page, have been added to other key
areas of the website to help customers navigate their
way around the site. We want our customers to have
a consistently excellent experience when they use our
website and iBank services. Innovation in technology is
key to the growth of the bank.

Timeless Success

ESSA Bancorp, Inc. has created a business model
based on our five Guiding Principles that is designed
to work in any economy. Adhering to these principles
has allowed us to achieve new records for profitable
growth in 2009. We aspire to continue this pursuit of
delivering gquality earnings and growth through strong
management practices year after year.

Sincerely,

Y

Gary S. Olson
President & CEO

of Ol
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ESSA Guiding Principles

ESSA Mission Statement

ESSA Code of Ethics and
Conflict of Interest Policy
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Consistency
Defines Success

At ESSA Bancorp, Inc., we believe the consistency of
our efforts, time after time, year after year, has defined
the success of our organization since it was founded

in 1916. We especially recognize the strategic impor-
tance of consistency in four key objectives within our
company: creating value; rendering exceptional service;
producing growth; and remaining independent. Driven
by our Guiding Principles, Mission Statement, and Code
of Ethics, each of these objectives is significant in its
own right and interfaces with the others as well.

Employees:
Our Number One Asset

From the board of directors
which makes policy, to senior
management which converts
policy into day-to-day opera-
tions, to the staff which imple-
ments management directives,
people are the core of our
company.

“We believe our employees
are our most valuable asset.
And that's not just something
we say, either; it's something

we work at every day,” says

Human Resources Vice President Thomas J. Grayuski, a
14-year veteran of the bank. The staff is provided with
a comfortable working environment and the training,
education, and tools they need to consistently perform
at their very best.

Employees are constantly being trained in all facets
of their jobs and are encouraged to participate in and
are reimbursed for additional outside training, such
as college or online courses offered by the American
Institute of Banking. Ongoing training and reinforce-
ment of learned skills enables our people to provide



“We believe our employees are our most valuable
asset. And that's not just something we say, either;
it's something we work at every day.”

Thomas J. Grayuski
Vice President, Human Resource Services Division

better service, not only from a technical standpoint,
but also from a social standpoint because they feel
comfortable talking in front of others, getting their
point across, and making people feel at ease.

Service: Our Number One Product

After an ESSA staff member helped a customer
untangle a problem with their account that involved a
vendor, the customer sent a letter to Retail Services
Senior Vice President V. Gail Warner about the service
the staff member provided.

“She made it feel as though a friend were helping a
friend,” the customer wrote. “It was not an interruption
of her work day. She was a guardian angel put there in
a position to help. I'm sure I'm not the only customer
receiving her assistance, but she sure made me feel like
| was. She has the ability to make me feel secure while
dealing with your company. | trust ESSA very much as a
result of her efforts.”

“The number one responsibility of each employee
within this bank is giving outstanding
service."

V. Gail Warner
Senior Vice President, Retail Services Division

“The number one responsibility of each employee
within this bank is giving outstanding service,” says
Warner, a 16-year veteran of the bank, adding, “I just
love getting those letters.” ESSA bankers consistently
provide friendly, helpful customer service. Combined
with the products and services that we offer, we have a
distinct advantage over our competition.

Excellent working conditions, competitive wages
and benefits, and comprehensive training opportunities
have resulted in valued, highly experienced, loyal
employees. Of the 166 full-time and 31 part-time
employees, 60 percent have been with the bank ten
or more years. Based on their years of experience and
training, our employees take the initiative every day to
develop relationships with our customers—the kinds of
relationships that result in regular repeat purchases,
purchases across product and service lines, referrals
for new business, and a sense of loyalty to ESSA. We
further strengthen these relationships through our
efforts to become a trusted and consistent source for
financial education and information.



“Capital and credit quality remain important
elements of our financial picture, and the
company is in excellent condition in
both areas.”

Allan A. Muto

Executive Vice President & CFO

Growth: We Need to Grow and Make a Profit

"“If we're not making a profit, we're not relevant,”
observes Executive Vice President and CFO Allan A.
Muto, an eight-year veteran of the bank, “and if we're
not relevant, we're not going to be able to succeed. We
need to make a profit.”

Capital and credit quality remain important elements
of our financial picture, and the company is in excellent
condition in both areas. Consistency in applying our
time-tested lending policies has kept the bank largely
free of problems within the loan portfolio during the
current economic crisis.

Consistent growth is important to the continued
success and independence of the bank in an era when
consumers and businesses are both reducing debt and
reluctant to take on new debt. The housing industry
has been extremely hard hit, and although ESSA is
a thrift on the way to becoming a full-service commer-
cial bank, and has made great strides doing that in
the past several years, the core of the bank's loan
portfolio is still residential one- to four-family homes.
We need to continue to make those types of loans,
along with small business loans and, to a lesser
extent, home equity loans, if we're going to continue
to grow.

"Year in and year out, by far the biggest growth in
our balance sheet has been the loan portfolio,” agrees
Senior Vice President of Lending Services Robert S.
Howes, Jr., a 24-year bank veteran. “Mortgages have
been our bread and butter for 90-some years.” The
bank is the number three lender in Monroe County
behind two national lenders and is the largest local or
regional bank in the mortgage business.
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We've consistently made traditional residential
loans as opposed to sub-prime loans, while at the

same time, adhering steadfastly to our lending policies.
The result has been sound credit quality within our

loan portfolio. The bank has continued to service its
borrowers faithfully through the years, producing a
very high degree of customer loyalty. Nearly 99 percent
of our residential mortgage customers say they would
recommend us to others who are purchasing or
refinancing a home.

"The bank has continued to service
its borrowers faithfully through
the years, producing a very
high degree of customer
loyalty.”

ESSA wants the small businesses in our market to
feel just as strongly about the bank and to make us
their first choice for meeting their business banking
and lending needs. Expanding the number of small
business customers served is critical to the bank’s
growth. We also recognize that the dynamics of the
business relationship go beyond the business accounts.
Some 59 percent of our commercial customers also
maintain personal accounts, so we will be working hard
to increase the number of those relationships as well.

Growth on the retail side of the bank is also critical
to our success, and our plans include the opening of
four new branches during 2010. Three of these will be
in-store supermarket branches in a new market, the



Lehigh Valley. ESSA has had tremendous success with
this type of branch and has benefitted from greatly
reduced start-up costs compared to brick and mortar,
free-standing branches. Currently six of the bank's

13 branches are inside Weis Markets. We believe the
convenience of these branches combined with the
value of the ESSA name will continue attracting new
and established customers in our existing and future
locations.

Independence: We Want to be Around
for the Long Term

At ESSA, we decided a long time ago that the best
way to serve our customers financially and the commu-
nity as a good corporate citizen is to remain indepen-
dent. We recognize that we can't serve our community
if we aren't here; therefore, we strive to be independent
and be around for the long term.

The community looks to ESSA, the largest local
independent bank, as being not only a financial leader
but a community leader as well. Through its active
participation in and financial support of community
events and causes, the bank provides value as a good
corporate citizen to the entire market—for customers
and non-customers alike. ESSA is often the first
company that local organizations turn to, and we
respond willingly.

We've consistently made traditional residential loans
as opposed to sub-prime loans, while at the same
time, adhering steadfastly to our lending policies.
The result has been sound credit quality

within our loan portfolio.”

Robert S. Howes, Jr.

Senior Vice President , Lending Services Division

"Having the ESSA Bank & Trust Foundation has
certainly enabled us to award grants to non-profit
organizations every year,” says Human Resources
Vice President Thomas J. Grayuski. “In addition to the

"The community looks to ESSA...
as being not only a financial leader
but a community leader
as well.”

bank's financial contributions,” Grayuski says, "a vast
number of employees—from top management to
entry-level personnel-volunteer their time in support
of a variety of causes.” Ultimately, if we remain inde-
pendent, we remain in business, and if we remain in
business, we'll be here to lend and to lend a helping
hand in the community.

Timeless Banking

Consistently focused on our people. Consistently
providing outstanding service. Consistently produc-
ing solid financial results. Consistently committed to
independence. These are the four focal points of this
company. Together they define the day-in, day-out
success of ESSA Bancorp, Inc.
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BOARD OF DIRECTORS AND GENERAL COUNSEL

William P. Douglass Daniel J. Henning
™ President, Douglass Enterprises, Inc. President, A.C. Henning Enterprises, Inc.

Gary S. Olson
President & CEO, ESSA Bank & Trust

OFFICERS

Gary S. Olson, President & CEO

Allan A. Muto, Executive Vice President & CFO
Robert S. Howes, Jr., Senior Vice President

V. Gail Warner, Senior Vice President

Diane K. Reimer, Vice President

Thomas J. Grayuski, Vice President

Cathy J. Callahan, Vice President

William J. Lewis, Vice President

Robert L. Selitto, Vice President & Controller Robert C. Selig, Jr. William A. Viechnicki, DDS
Suzie T. Farley, Corporate Secretary President, Selig Construction Company Orthodontist




i
Frederick E. Kutteroff John S. Schoonover, Jr.

President, Keystone Savings Bank (retired) Partner, Schoonover & Vanderhoof
Architects, LLC

John E. Burrus

Chairman of the Board

Landscape Consultant, John E. Burrus
Landscaping (retired)

Elizabeth Bensinger Weekes, Esgq. Todd R. Williams, Esq.
Partner, Bensinger & Weekes, PA General Counsel



Corporate Headquarters
ESSA Bancorp, Inc.

200 Palmer Street
Stroudsburg, PA 18360

Mailing Address:
PO Box L
Stroudsburg, PA 18360-0160

Stock Listing ESSA Bancorp, Inc. common stock is
listed on the NASDAQ Global Markets™ under the
symbol “ESSA."

Internet Information ESSA Bancorp, Inc. financial
reports and information about the products and services
of its wholly owned subsidiary, ESSA Bank & Trust, are
available on the Internet at www.essabank.com.

Financial Information We are subject to the informa-
tional requirements of the Securities Exchange Act of
1934. Therefore, we file annual, quarterly and current
reports as well as proxy materials with the Securities
and Exchange Commission (SEC). You can obtain copies
of these and other filings, including exhibits, electroni-
cally at the SEC's website at www.sec.gov or through
the ESSA website at www.essabank.com by clicking on
the Investor Relations link. Copies of the annual report
and Form 10-K may also be obtained by contacting
Investor Relations at (570) 422-0182 or via e-mail at
sfarley®@essabank.com.

Corporate Governance Information about our Board
and its committees and about corporate governance
at ESSA is available in the Governance Documents
section of the Investor Relations link on the ESSA
website at www.essabank.com. Shareholders who would
like to request printed copies of the Code of Ethics or
the charters of our Board's Nominating and Corporate
Governance, Audit and Compensation committees (all
of which are posted on the ESSA website through the
Investor Relations link) may do so by sending their
requests in writing to Suzie T. Farley, Corporate Secre-
tary, at corporate headqguarters at the above mailing
address.
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Inquiries For financial services offered through ESSA
Bank & Trust, call (570) 421-0531. Individual investors
should contact Investor Relations at (570) 422-0182.

Analysts and institutional investors should contact
Allan A. Muto, Executive Vice President & CFO, at
(570) 422-0181 or via e-mail at amuto®@essabank.com.

News media representatives and others seeking general
information should contact Nancy S. Cross, Director of
Marketing Services, at (570) 422-0188 or via e-mail at
ncross@essabank.com.

Annual Shareholders Meeting All shareholders are

invited to attend the ESSA Bancorp, Inc. annual meet-

ing on Thursday, February 11, 2010 at 11:00 am, Eastern
Time, at:

Lawnhaven

Stroudsmoor Country Inn

Stroudsmoor Road

Stroudsburg, PA 18360

Registrar and Transfer Agent
Registrar & Transfer Company
10 Commerce Drive

Cranford, NJ 07016

(800) 368-5948

Auditors

S.R. Snodgrass, A.C.

2100 Corporate Drive, Suite 400
Wexford, PA 15090-7647

(724) 934-0344

General Counsel

Newman, Williams, Mishkin, Corveleyn, Wolfe & Fareri, P.C.
712 Monroe Street

Stroudsburg, PA 18360

Special Counsel

Luse Gorman Pomerenk & Schick, P.C.
5335 Wisconsin Avenue, N.W., Suite 400
Washington, DC 20015



ESSA LOCATIONS

Blakeslee
Route 940, Blakeslee Corners
Blakeslee, PA 18610

Brodheadsville
Route 209 & Lake Mineola Road
Brodheadsville, PA 18322

Brodheadsville - Weis Markets
Route 209
Brodheadsville, PA 18322

Bushkill
Route 209, 7001 Milford Road
East Stroudsburg, PA 18302

Eagle Valley - Weis Markets
Routes 209 & 447
East Stroudsburg, PA 18301

East Stroudsburg
75 Washington Street
East Stroudsburg, PA 18301

Marshalls Creek
Route 209
Marshalls Creek, PA 18335

Mount Pocono - Weis Markets
Mount Pocono Plaza

601 Route 940, Suite 23

Mount Pocono, PA 18344

Pen Argyl - Weis Markets
1309 Blue Valley Drive
Pen Argyl, PA 18077

Stroudsburg
744 Main Street
Stroudsburg, PA 18360

Stroud Township - Weis Markets
1070 North Ninth Street, Route 611
Stroudsburg, PA 18360

Tannersville
Tannersville Plaza, Route 611
Tannersville, PA 18372

Tannersville - Weis Markets
Route 611
Tannersville, PA 18372

Coming in March 2010:
Mountainhome

2332 Route 390

Cresco, PA 18326

Asset Management &
Trust Services

744 Main Street

PO Box L

Stroudsburg, PA 18360-0160

ESSA Investment Services
744 Main Street
Stroudsburg, PA 18360

75 Washington Street
East Stroudsburg, PA 18301

701 West Broad Street
Bethlehem, PA 18018
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We make statements in this Report, and we may
from time to time make other statements, regarding
our outlook or expectations for earnings, revenues,
expenses and/or other matters regarding or affecting
ESSA Bancorp, Inc. that are forward-looking statements
within the meaning of the Private Securities Litigation
Reform Act. Forward-looking statements are typically

"o

identified by words such as “believe,” “expect,” “an-

ticipate,” “intend,” "outlook,” “estimate,” “forecast,”
"project” and other similar words and expressions.
Forward-looking statements are subject to numer-
ous assumptions, risks and uncertainties, which change
over time. Forward-looking statements speak only as
of the date they are made. We do not assume any duty
and do not undertake to update our forward-looking
statements. Actual results or future events could differ,
possibly materially, from those that we anticipated in
our forward-looking statements, and future results
could differ materially from our historical performance.
Our forward-looking statements are subject to the
following principal risks and uncertainties. We provide
greater detail regarding these factors in our Form 10-K
for the year ended September 30, 2009, including the
Risk Factors section. Our forward-looking statements
may also be subject to other risks and uncertainties
including those discussed elsewhere in this Report or in
our filings with the SEC accessible on the SEC's website
at www.sec.gov or through the Investor Relations link
on our corporate website at www.essabank.com.
» Our business and operating results are affected
by business and economic conditions generally or
specifically in the principal markets in which we do
business. We are affected by changes in our custom-
ers’ financial performance, as well as changes in
customer preferences and behaviors, including those
resulting from changing economic conditions.
+ The value of our assets and liabilities, as well as
our overall financial performance, are affected by
changes in interest rates or in valuations in the debt

12

and equity markets. Actions by government agen-
cies, including those that impact money supply and
market interest rates, can affect our activities and
financial results.

Competition can have an impact on customer
acquisition, growth and retention, as well as on our
credit spreads and product pricing, which can affect
market share, deposits and revenues.

Legal and reqgulatory developments could have an
impact on our ability to operate our businesses or
our financial condition or results of operations or
our competitive position or reputation. Impact on
our reputation, in turn, could affect matters such as
business generation and retention, our ability to
attract and retain management, liquidity and fund-
ing. These developments could include: (a) the
resolution of legal proceedings or regulatory and
other governmental inquiries; (b) increased litiga-
tion risk from recent requlatory and other govern-
mental developments; (c) the results of the requla-
tory examination process, our failure to satisfy the
requirements of agreements with governmental
agencies, and requlators' future use of supervisory
and enforcement tools; (d) legislative and regulatory
reforms including changes to laws and regulations
involving tax, pension, and the protection of con-
fidential customer information; and (e) changes in
accounting policies and principles.

Our business and operating results are affected by
the ability to identify and effectively manage risks
inherent in our business lines.

Our ability to anticipate and respond to technologi-
cal changes can have an impact on our ability to
respond to customer needs and to meet competitive
demands. The adequacy of our intellectual property
protection, and the extent of any costs associated
with obtaining rights in intellectual property claimed
by others, can also impact our business and operat-
ing results.
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SECURITIESAND EXCHANGE COMMISSION
100 F Street NE
Washington, D.C. 20549

FORM 10-K

XI Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For theFiscal Year Ended September 30, 2009

or

O Transtion Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

For thetransition period from to
Commission File No. 001-33384
ESSA Bancorp, Inc.
(Exact name of registrant as specified in its charter)
Pennsylvania 20-8023072
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) I dentification Number)
200 Palmer Street, Stroudsbur g, Pennsylvania 18360
(Address of Principal Executive Offices) Zip Code

(570) 421-0531
(Registrant’s telephone number)

Securities Registered Pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Common Stock, $0.01 par value The NASDAQ Stock Market, LLC
Securities Registered Pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is awell-known seasoned issuer, as defined in Rule 405 of the SecuritiesAct.  YES O NO

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of theAct. YES O NO



Indicate by check mark whether the Registrant (1) hasfiled all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding twelve months (or for such shorter period that the Registrant was required to file such reports) and (2) has been
subject to such requirementsfor the past 90 days. YES NO [O.

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
DataFile required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). YES NO [O.

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of Registrant’s knowledge, in definitive proxy or information statements incorporated by referencein Part 111 of this Form 10-
K or any amendment to this Form 10-K. O

Indicate by check mark whether the registrant is alarge accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. Seethe definitions of “large accelerated filer,” “ accelerated filer” and “ smaller reporting company” in Rule 12b-2 of the Exchange Act.

Largeaccelerated filer [ Accelerated filer
Non-accelerated filer O Smaller reporting company O
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  YES O NO
As of December 8, 2009, there were 16,980,900 shares issued and 14,595,320 shares outstanding of the Registrant’s Common Stock.

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the Registrant, computed by reference to
thelast sale price on December 8, 2009, was $153,839,716.
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PART |

Item 1. Business
Forward L ooking Statements

This Annual Report contains certain “forward-looking statements” which may be identified by the use of words such as “believe,” “ expect,”
“anticipate,” “should,” “planned,” “estimated” and “ potential.” Examples of forward-looking statementsinclude, but are not limited to, estimates
with respect to our financial condition, results of operations and business that are subject to various factors which could cause actual resultsto
differ materially from these estimates and most other statements that are not historical in nature. These factorsinclude, but are not limited to,
general and local economic conditions, changesin interest rates, deposit flows, demand for mortgage, and other loans, real estate values,
competition, changesin accounting principles, policies, or guidelines, changesin legislation or regulation, and other economic, competitive,
governmental, regulatory, and technological factors affecting our operations, pricing products and services.

ESSA Bancorp, Inc.

ESSA Bancorp, Inc. isthe Pennsylvania-chartered stock holding company of ESSA Bank & Trust. ESSA Bancorp, Inc. owns 100% of the
outstanding shares of common stock of ESSA Bank & Trust. Since being formed in 2006, ESSA Bancorp, Inc. has engaged primarily in the
business of holding the common stock of ESSA Bank & Trust. Our executive offices are located at 200 Palmer Street, Stroudsburg, Pennsylvania
18360. Our telephone number at this addressis (570) 421-0531. ESSA Bancorp, Inc. is subject to comprehensive regulation and examination by the
Office of Thrift Supervision. At September 30, 2009, ESSA Bancorp, Inc. had consolidated assets of $1.04 billion, consolidated deposits of $408.9
million and consolidated stockholders' equity of $185.5 million. Its consolidated net income for the fiscal year ended September 30, 2009 was $6.6
million.

On April 3, 2007, ESSA Bancorp, Inc. consummated its stock offering, resulting in gross proceeds of $158.7 million, through the sale of
15,870,000 shares at a price of $10.00 per share. ESSA Bancorp, Inc. also contributed 1,110,900 shares of its common stock to the ESSA Bank &
Trust Foundation along with $1.6 million in cash. Expenses related to the offering were approximately $2.9 million, which resulted in net proceeds of
approximately $155.8 million prior to the contribution to the ESSA Bank & Trust Foundation.

ESSA Bancorp, Inc. loaned approximately $13.6 million to the ESSA Bank & Trust’s Employee Stock Ownership Plan. ESSA Bancorp, Inc.
retained approximately $64.3 million of the net proceeds of the offering prior to the contribution to the ESSA Bank & Trust Foundation, and the
remainder of the net proceeds were contributed to ESSA Bank & Trust.

ESSA Bank & Trust
General

ESSA Bank & Trust was organized in 1916. ESSA Bank & Trust is a Pennsylvania chartered full-service, community-oriented savings
association. We provide financial servicesto individuals, families and businesses through our thirteen full-service banking offices, located in
Monroe and Northampton Counties, Pennsylvania. ESSA Bank & Trust is subject to comprehensive regulation and examination by the
Pennsylvania Department of Banking and the Office of Thrift Supervision.

ESSA Bank & Trust’s business consists primarily of accepting deposits from the general public and investing those deposits, together with
funds generated from operations and borrowings, in residential first mortgage loans (including construction mortgage loans), commercial real
estate loans, home equity loans and lines of credit, commercial and consumer loans. We offer avariety of deposit accounts, including checking,
savings and certificates of deposits. We also offer asset management and trust services. We offer investment services through our relationship
with PRIMEVEST Financial Services, Inc., athird party broker/dealer and investment advisor.

ESSA Bank & Trust's executive offices are located at 200 Palmer Street, Stroudsburg, Pennsylvania 18360. Our tel ephone number at this
addressis (570) 421-0531. Our website address is www.essabank.com.
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The Company is apublic company, and filesinterim, quarterly and annual reports with the Securities and Exchange Commission (“ SEC”). All
filed SEC reports and interim filings can be obtained from the Bank’s website, on the “Investor Relations’ page, without charge from the Company.

Market Area

At September 30, 2009, our thirteen full-service banking offices consisted of twelve officesin Monroe County and one office in Northampton
County, Pennsylvania. Our primary market for depositsis currently concentrated around the areas where our full-service banking offices are
located. Our primary lending area consists of the counties where our branch offices are located, and to alesser extent, the contiguous countiesin
the Commonwealth of Pennsylvania.

Monroe County islocated in eastern Pennsylvania, situated 90 miles north of Philadel phia, 75 miles west of New Y ork and 116 miles northeast
of Harrisburg. Monroe County is comprised of 611 square miles of mostly rural terrain. Monroe County is the second-fastest growing county in
Pennsylvania. Major industries include tourism, construction and educational facilities. Northampton County islocated south of Monroe County
and directly borders New Jersey. As of June 30, 2009, we had a deposit market share of approximately 19.7% in Monroe County, which represented
the second largest deposit market share in Monroe County and less than 1.0% in Northampton County.

Lending Activities

Historically, our principal lending activity has been the origination of first mortgage loans for the purchase, construction or refinancing of
one- to four-family residential real property. During the past five years, we have increased our originations of commercial real estate loansin an
effort to increase interest income, diversify our loan portfolio, and better serve the community. These loans have increased from 7.2% of our total
loan portfolio at September 30, 2005 to $68.0 million, or 9.2% of our total loan portfolio at September 30, 2009. One- to four-family residential real
estate mortgage |oans represented $603.8 million, or 81.7%, of our loan portfolio at September 30, 2009. Home equity loans and lines of credit
totaled $46.8 million, or 6.3% of our loan portfolio at September 30, 2009. Commercia loans totaled $16.5 million, or 2.2% of our loan portfolio at
September 30, 2009 and construction first mortgage loans totaled $1.7 million, or 0.2% of the total 1oan portfolio at September 30, 2009. We originate
other consumer loans on alimited basis.



Table of Contents

Loan Portfolio Composition. The following table sets forth the composition of our loan portfolio, by type of loan at the dates indicated,
excluding loans held for sale.

At September 30,
2009 2008 2007 2006 2005
Amount Per cent Amount Per cent Amount Per cent Amount Per cent Amount Per cent

(Dollars in thousands)
Residential first mortgage loans:

One- to four-family $603,830 81.7% $572,038  80.3% $500,104  80.0% $452,406  80.4% $421,169 81.7%

Construction 1,707 0.2 8,254 11 7,800 13 5,943 11 7,597 15
Commercial 16,452 22 11,987 17 7,699 12 6,159 11 5,310 1.0
Commercial real estate 68,040 9.2 69,505 9.8 58,447 9.3 47,479 84 36,984 7.2
Home equity loans and lines of credit 46,792 6.3 47,508 6.7 47 544 7.6 46,796 8.3 40,342 7.8
Other 2,526 04 3,059 04 3,875 0.6 4,247 0.7 4,204 0.8
Total loansreceivable $739,347 100.0% $712,351 100.0% $625469 100.0% $563,030 100.0% $515606 100.0%
Deferred loan costs (fees) 48 (546) (1,418) (2,498) (3,062)
Allowance for loan losses (5,815) (4,915) (4,206) (3,855) (3,563)
Total loans receivable, net $733,580 $706,890 $619,845 $556,677 $508,981

3
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Loan Portfolio Maturities and Yields. The following table summarizes the scheduled repayments of our loan portfolio at September 30, 2009.
Demand loans, loans having no stated repayment schedule or maturity, and overdraft loans are reported as being duein one year or less.

Commercial Real

One- to Four-Family Construction Commercial Estate
Weighted Weighted Weighted Weighted
Average Average Average Average

Amount Rate Amount Rate Amount Rate Amount Rate

(Dollars in thousands)
Due During the Y ears Ending September 30,

2010 $ 9% 685% $ — — $ 3,607 429% $ 5220 6.36%
2011 680 5.88% — — 215 7.45% 1,602 6.51%
2012 651 6.52% — — 943 7.19% 1,638 6.42%
2013 to 2014 8,290 5.11% — — 1,000 6.89% 7,503 6.46%
2015 to 2019 85,399 5.08% — — 3421 452% 34,919 6.40%
2020 to 2024 130,326 5.22% — — 2,266 5.23% 3,455 6.27%
2024 and beyond 378,390 5.92% 1,707 5.22% 5,000 4.55% 13,703 5.77%
Total $603,830 564% $1,707 522% $16,452 491%  $68,040 6.27%
Home Equity L oans
and Lines of Credit Other Total
Weighted Weighted Weighted
Average Average Average
Amount Rate Amount Rate Amount Rate

(Dollarsin thousands)

Due During the Y ears Ending September 30,

2010 $ 524 6.62% $ 833 6.83% $ 10,278 5.69%
2011 273 6.58% 229 8.90% 2,999 6.63%
2012 578 6.69% 328 9.01% 4,138 6.85%
2013 to 2014 2,101 5.79% 1,014 7.66% 19,908 5.91%
20150 2019 8,657 6.31% 122 7.98% 132,518 5.50%
2020 to 2024 19,899 5.55% — — 155,946 5.29%
2024 and beyond 14,760 3.30% — — 413,560 5.80%

Total $46,792 5.02% $2,526 7.69%  $739,347 5.65%

The following table sets forth the schedul ed repayments of fixed- and adjustable-rate loans at September 30, 2009 that are contractually due
after September 30, 2010.

Due After September 30, 2010
Fixed Adjustable Total
(In thousands)

Residential first mortgage loans:

One- to four-family $539,849 $ 63,887 $603,736
Construction 1,694 13 1,707
Commercia 11,292 1,553 12,845
Commercial real estate 29,569 33,251 62,820
Home equity loans and lines of credit 25,778 20,490 46,268
Other 1,693 — 1,693
Total $609,875 $119,194 $729,069

Loan Originations and Repayments. Historically, we have originated residential mortgage |oans pursuant to underwriting standards that
generally conform to Fannie Mae and Freddie Mac guidelines. Loan origination activities are primarily concentrated in Monroe and Northampton
Counties, Pennsylvania and secondarily from other Pennsylvania counties contiguous to Monroe County. New |oans are generated primarily from
the efforts of employees and advertising, anetwork of select mortgage brokers, other parties with whom we do business, customer referrals, and
from walk-in customers. L oan applications are underwritten and processed at our corporate center.

One- to Four-Family Residential Loans. Historically, our primary lending activity has consisted of the origination of one- to four-family
residential mortgage loans secured primarily by properties located in Monroe and

4



Table of Contents

Northampton Counties, Pennsylvania. At September 30, 2009, approximately $603.8 million, or 81.7% of our loan portfolio, consisted of one- to four-
family residential loans. Our origination of one- to four-family loansincreased in fiscal year 2009 compared to fiscal years 2008 and 2007.
Originationsin fiscal year 2009 were positively influenced by a significant amount of refinancing activity due to record low mortgage rates.
Generally, one- to four-family residential mortgage loans are originated in amounts up to 80% of the lesser of the appraised value or purchase price
of the property, although loans may be made with higher loan-to-value ratios at a higher interest rate to compensate for the risk. Private mortgage
insuranceis generally required on loans with aloan-to-value ratio in excess of 80%. Fixed-rate |loans are originated for terms of 10, 15, 20 and 30
years. At September 30, 2009, our largest oan secured by one- to four-family real estate had a principal balance of approximately $804,000 and was
secured by asingle family house. This|oan was performing in accordance with its repayment terms.

We also offer adjustable-rate mortgage loans which have fixed terms of one, three, five or ten-years before converting to an annual
adjustment schedul e based on changes in a designated United States Treasury index. We originated $5.0 million of adjustable rate one- to four-
family residential loans during the year ended September 30, 2009 and $12.3 million during the year ended September 30, 2008. Our adjustable rate
mortgage |oans provide for maximum rate adjustments of 200 basis points per adjustment, with alifetime maximum adjustment of 500 basis points.
Our adjustabl e rate mortgage loans amortize over terms of up to 30 years.

Adjustable rate mortgage | oans decrease the risk associated with changesin market interest rates by periodically repricing, but involve other
risks because, asinterest ratesincrease, the principal and interest payments on the loan increase, thus increasing the potential for default by the
borrower. At the same time, the marketability of the underlying collateral may be adversely affected by higher interest rates. Upward adjustment of
the contractual interest rate isalso limited by the maximum periodic and lifetimeinterest rate adjustments, permitted by our loan documents; and
therefore, is potentially limited in effectiveness during periods of rapidly rising interest rates. At September 30, 2009, $63.9 million, or 10.6%, of our
one- to four-family residential loans had adjustable rates of interest.

All one- to four-family residential mortgage |oans that we originate include “ due-on-sale” clauses, which give ustheright to declare aloan
immediately due and payabl e in the event that, among other things, the borrower sells or otherwise disposes of the real property subject to the
mortgage and the loan is not repaid.

Regulations limit the amount that a savings bank may lend relative to the appraised value of the real estate securing the loan, as determined
by an appraisal of the property at the time the loan is originated. For all purchase money loans, we utilize outside independent appraisers approved
by the Board of Directors. All purchase money borrowers are required to obtain title insurance. Certain modest refinance requests may utilize an
automated valuation model and title search. We also require fire and casualty insurance and, where circumstances warrant, flood insurance.

Home Equity Loansand Lines of Credit. Home equity loans and lines of credit are generated almost exclusively by our branch staff. Eligible
propertiesinclude primary and vacation homes in northeastern Pennsylvania, with the large mgjority of loans being originated in Monroe County.
As of September 30, 2009, home equity loans and lines totaled about $46.8 million, or 6.3% or our loan portfolio.

The maximum combined loan-to-value originated is currently 70-80%, depending on the collateral and the holder of the first mortgage. There
isamodest portion of the portfolio originated in years past that contains original combined |oan-to-values of up to 90%. Our home equity lines of
credit typically feature a 10 year draw period with interest-only payments permitted, followed by another 10 years of fully amortizing paymentswith
no further ability to draw funds. Similar combined |oan-to-value characteristics and standards exist for the lines as are outlined above for the loans.

Loan underwriting standards restrict the size of ajunior lien loan to $200,000. All loans exceeding 70-75% of value require an appraisal by
bank-approved, licensed appraisers. Loans with lesser |oan-to-value ratios may have utilized either automated val uation models or county tax
assessments. Title/lien searches are secured on all home equity loans and lines greater than $25,000.

5
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Commercial Real Estate Loans. At September 30, 2009, $68.0 million, or 9.2% of our total loan portfolio consisted of commercial real estate
loans. Commercial real estate loans are secured by office buildings, mixed-use properties and other commercial properties. We generally originate
adjustable rate commercial real estate loanswith aninitial term of five years and arepricing option, and a maximum term of up to 25 years. The
maximum loan-to-valueratio of our commercial real estate loansis 85%. At September 30, 2009, we had 269 commercial real estate loanswith an
outstanding balance of $68.0 million. At September 30, 2009, our largest commercial real estate loan balance was $2.6 million, which was performing
in accordance with itsterms. At September 30, 2009, four of our loans secured by commercial real estate totaling $580,000 were not performing in
accordance with their terms and were on nonaccrual status.

We consider a number of factorsin originating commercial real estate loans. We evaluate the qualifications and financial condition of the
borrower, including credit history, profitability and expertise, aswell asthe value and condition of the mortgaged property securing the loan. When
evaluating the qualifications of the borrower, we consider the financial resources of the borrower, the borrower’ s experience in owning or managing
similar property and the borrower’s payment history with us and other financial institutions. In evaluating the property securing the loan, the
factors we consider include the net operating income of the mortgaged property before debt service and depreciation, the ratio of the loan amount
to the appraised value of the mortgaged property and the debt service coverage ratio (the ratio of net operating income to debt service) to ensure
that it isat least 120% of the monthly debt service. All commercial real estate loansin excess of $250,000 are appraised by outside independent
appraisers approved by the Board of Directors. Personal guarantees are obtained from commercial real estate borrowers although we will
occasionally consider waiving this requirement based upon the loan-to-value ratio of the proposed loan. All purchase money and asset refinance
borrowers are required to obtain titleinsurance. We also require fire and casualty insurance and, where circumstances warrant, flood insurance.

L oans secured by commercial real estate generally are considered to present greater risk than one- to four-family residential loans.
Commercial real estate loans often involve large |oan balances to single borrowers or groups of related borrowers. Repayment of these loans
dependsto alarge degree on the results of operations and management of the properties securing the loans or the businesses conducted on such
property, and may be affected to a greater extent by adverse conditionsin the real estate market or the economy in general. Accordingly, the nature
of these |oans makes them more difficult for management to monitor and evaluate.

First Mortgage Construction Loans. At September 30, 2009, $1.7 million, or 0.2%, of our total loan portfolio consisted of first mortgage
construction loans. Most of our first mortgage construction loans are for the construction of residential properties. We currently offer fixed and
adjustable-rate residential first mortgage construction loans. First mortgage construction loans are generally structured for permanent mortgage
financing once the construction is completed. At September 30, 2009, our largest first mortgage construction loan balance was $391,000. The [oan
was performing in accordance with its terms. First mortgage construction loans, once converted to permanent financing, generally repay over a
thirty-year period. First mortgage construction loans require only the payment of interest during the construction period. First mortgage
construction loans will generally be made in amounts of up to 80% of the appraised value of the completed property, or the actual cost of the
improvements. Funds are disbursed based on our inspections in accordance with a schedul e reflecting the completion of portions of the project.

First mortgage construction loans generally involve a greater degree of credit risk than one- to four-family residential mortgage loans. The
risk of loss on a construction loan depends upon the accuracy of the initial estimate of the value of the property at completion of construction
compared to the estimated cost of construction.

For all loans, we utilize outside independent appraisers approved by the Board of Directors. All borrowers are required to obtain title
insurance. We also require fire and casualty insurance and, where circumstances warrant, flood insurance on properties.

Other Loans. We offer avariety of loans that are either unsecured or secured by property other than real estate. These loansinclude loans
secured by deposits, personal 1oans and automobile loans. At September 30, 2009, these other loans totaled $2.5 million, or 0.4% of the total loan
portfolio.
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Loan Approval Procedures and Authority. The loan approval processisintended to assess the borrower’s ability to repay the loan, the
viability of the loan, and the adequacy of the value of the property that will secure the loan. To assess the borrower’s ability to repay, we review
each borrower’s employment and credit history and information on the historical and projected income and expenses of mortgagors. All residential
mortgage |oans in excess of the conforming loan limit but not more than $500,000 must be approved by one of the following: President or Chief
Lending Officer. All loansin excess of $500,000 but not more than $750,000 must be approved by any two of the following: President, Chief Lending
Officer and the Vice President, Branch Administration. All loansin excess of $750,000 to $1.25 million must be approved by the Management L oan
Committee. The Management L oan Committee consists of the President, Chief Lending Officer, Vice President, Branch Administration and Vice
President, Commercial Lending. All loansin excess of $1.25 million must be approved by the Board of Directors.

Non-Performing L oansand Problem Assets

After areal estate secured loan becomes 15 days late, we deliver acomputer generated | ate charge notice to the borrower and will attempt to
contact the borrower by telephone. When aloan becomes 30 days delinquent, we send a delinquency letter to the borrower. We then attempt to
make satisfactory arrangementsto bring the account current, including interviewing the borrower, until the mortgage is brought current or a
determination is made to recommend foreclosure, deed-in-lieu of foreclosure or other appropriate action. After 60 days, we will generally refer the
matter to the Board of Directors who may authorize legal counsel to commence foreclosure proceedings.

Mortgage loans are reviewed on aregular basis and such loans 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 Loans. At September 30, 2009, $5.2 million (or less than 1.0% of our total loans) were non-performing loans. The majority of
these loans, or $3.8 million, were residential first mortgage loans that were 90 days or more past due or troubled debt restructured |oans that were
considered non-performing at September 30, 20009.

Real Estate Owned. At September 30, 2009, the Company had $2.6 million of real estate owned consisting of four properties. The mgjority of
the Company’ sreal estate owned consisted of one real estate development project valued at $2.1 million at September 30, 2009. All these properties
are being actively marketed and additional losses may occur.
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Non-Performing Assets. The table below sets forth the amounts and categories of our non-performing assets at the dates indicated.

Non-accrual loans:

Residential first mortgage loans:
One- to four-family
Construction

Commercial

Commercid real estate

Home equity loans and lines of credit

Other

Tota

Accruing loans 90 days or more past due:

Residential first mortgage loans:
One- to four-family
Construction

Commercial

Commercial real estate

Home equity loans and lines of credit

Other

Total loans 90 days or more past due
Troubled debt restructurings
Total non-performing loans
Real estate owned
Total non-performing assets

Troubled debt restructurings: *
Residential first mortgage |oans:
One- to four-family
Construction
Commercial
Commercial real estate
Home equity loans and lines of credit
Other
Total
Ratios:
Total non-performing loans to total loans

Total non-performing loansto total assets
Total non-performing assets to total assets

At September 30,
2009 2008 2007 2006 2005
(Dollars in thousands)
$3,524 $1,379 $ 380 $436 $554
122 — — — —
580 2,531 122 — —
180 28 53 40 50
159 — — — 1
4,565 3,938 555 476 605
589 — — — —
5,154 3,938 555 476 605
2,579 31 — — 19
$7,733 $3,969 $ 555 $476 $624
$2,981 $ 149 $482 $ 53 $ A
180 — — — —
7 - — — —_
$3,168 $ 149 $482 $ 53 $ 94
0.70% 0.55% 0.09% 0.08% 0.12%
0.49% 0.40% 0.06% 0.07% 0.09%
0.74% 0.40% 0.06% 0.07% 0.10%

For the year ended September 30, 2009, gross interest income that would have been recorded had our non-accruing loans been current in

accordance with their original termswas $422,000.

* Non-performing troubled debt restructurings of $589,000 are included in total trouble debt restructures.
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Delinquencies. The following table sets forth certain information with respect to our loan portfolio delinquencies at the dates indicated.
Loans delinquent for 90 days or more are generally classified as nonaccrual loans.
L oans Delinquent For
60-89 Days 90 Days and Over Total
Number  Amount  Number Amount Number  Amount
(Dollars in thousands)

At September 30, 2009
Residential first mortgage |oans:

One- to four-family 11 $1,795 19 $3524 30 $5319

Construction — — — — — —
Commercial — — 2 122 2 122
Commercial rea estate 4 537 4 580 8 1,117
Home equity loans and lines of credit — — 5 180 5 180
Other 1 6 3 159 4 165

Total 16 $2,338 33  $4,565 49 $6,903

At September 30, 2008
Residential first mortgage loans:

One- to four-family 1 $ 118 9 $1379 10 $1497

Construction — — — — — —
Commercial — — — — — —
Commercial real estate — — 4 2,531 4 2,531
Home equity loans and lines of credit 1 37 1 28 2 65
Other — — — — — —

Tota 2 $ 15 14 $3938 16 $4,093

At September 30, 2007
Residential first mortgage loans:

One- to four-family 2 $ 405 4 $ 380 6 $ 78
Construction — — — — — —
Commercia — — — — — —
Commerciad red estate 1 25 — — 1 25
Home equity loans and lines of credit — — 1 53 1 53
Other — — — — — —
Total 3 $ 430 5 $ 433 8 $ 863

At September 30, 2006
Residential first mortgage loans:

One- to four-family — % — 5 $ 436 5 $ 436

Construction — — — — — —
Commercia — — — — — —
Commercia red estate 1 49 — — 1 49
Home equity loans and lines of credit — — 1 40 1 40
Other — — — — — —

Tota 1 $ 49 6 $ 476 7 $ 525

At September 30, 2005
Residential first mortgage loans:

One- to four-family 4 $ 590 8 $ 5% 12 $1144

Construction — — — — — —
Commercia — — — — — —
Commerciad red estate — — — — — —
Home equity loans and lines of credit 1 16 3 50 4 66
Other — — 1 1 1 1

Tota 5 $ 606 12 $ 605 17 $1211

Classified Assets. Banking regulations and our Asset Classification Policy provide that loans and other assets considered to be of lesser
quality should be classified as “ substandard,” “doubtful” or “loss” assets. An asset is considered “ substandard” if it isinadequately protected by
the current net worth and paying capacity of the obligor or of the collateral pledged, if any. “ Substandard” assets include those characterized by
the “distinct possibility” that the institution will sustain “someloss” if the deficiencies are not corrected. Assets classified as “ doubtful” have all
of the weaknesses inherent in those classified “ substandard,” with the added characteristic that the weaknesses present make “ collection or
liquidation infull,” on the basis of currently existing facts, conditions,
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and values, “highly questionable and improbable.” Assets classified as “loss” are those considered “uncollectible” and of such little value that
their continuance as assets without the establishment of a specific lossreserveis not warranted. We classify an asset as “ special mention” if the
asset has a potential weakness that warrants management’s close attention. While such assets are not impaired, management has concluded that if
the potential weakness in the asset is not addressed, the value of the asset may deteriorate, thereby adversely affecting the repayment of the asset.

On the basis of management’s review of its assets, at September 30, 2009, we classified approximately $12.8 million of our assets as special
mention, $12.9 million as substandard, $194,000 as doubtful, and none as | oss.

The loan portfolio is reviewed on aregular basis to determine whether any loans require classification in accordance with applicable
regulations. Not all classified assets constitute non-performing assets.

Allowancefor Loan L osses

Our alowance 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 its loan portfolio and changes in the nature and volume
of loan activities, along with the general economic and real estate market conditions. Our allowance for loan |osses 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 unallocated 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. Specific loan loss allowances are established for identified |osses 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 probable that we will be unable to collect all amounts
due according to the contractual terms of the loan agreement. All loansidentified asimpaired are evaluated independently. We do not aggregate
such loans for eval uation purposes. Loan impairment is measured based on the fair value of collateral method, taking into account the appraised
value, any valuation assumptions used, estimated costs to sell and trends in the market since the appraisal date. General loan loss allowances are
based upon a combination of factorsincluding, but not limited to, actual |oan loss experience, composition of the loan portfolio, current economic
conditions, management’s judgment and losses which are probabl e and reasonably estimable. The allowance isincreased through provisions
charged against current earnings and recoveries of previously charged-off loans. L oans that are determined to be uncollectible are charged against
the allowance. While management uses available information to recognize probable and reasonably estimable loan losses, future loss provisions
may be necessary based on changing economic conditions. Payments received on impaired loans generally are either applied against principal or
reported as interest income, according to management’s judgement as to the collectability of principal. The allowance for loan losses as of
September 30, 2009 is 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.

In addition, the Office of Thrift Supervision and the Pennsylvania Department of Banking, as an integral part of its examination process,
periodically review 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.
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Thefollowing table sets forth activity in our allowance for |oan losses for the periods indicated.

At or For the Years Ended

September 30,
2009 2008 2007 2006 2005
(Dollarsin thousands)
Balance at beginning of year $ 4,915 $ 4,206 $ 3,855 $ 3,563 $ 3,027
Charge-offs:
Residential first mortgage |oans:
One- to four-family (117) (60) (M — (20)
Construction — — — — —
Commercia ©)] (87) — — —
Commercial real estate (457) — — — —
Home equity loans and lines of credit (20) (19 2 (7 —
Other — (27) @) 2 (5)
Total charge-offs $ (603) $ (193 $ (10 $ 9 $ (19
Recoveries:
Residential first mortgage |oans:
One- to four-family $ — $ — $ — $ — $ —
Construction — — — — —
Commercial — — — — —
Commercia real estate — — — — —
Home equity loans and lines of credit — — — — —
Other 3 2 1 1 1
Total recoveries $ 3 $ 2 $ 1 $ 1 $ 1
Net charge-offs $ (600) $ (191) $ 9 $ (8 $ (14
Provision for loan losses 1,500 900 360 300 550
Balance at end of year $ 5,815 $ 4915 $ 4,206 $ 3,855 $ 3,563
Ratios:
Net charge-offsto average loans outstanding 0.08% 0.03% — % — % — %
Allowance for loan losses to non-performing loans at end of year 112.82% 124.81% 757.84% 809.87% 588.93%
Allowance for loan lossesto total loans at end of year 0.79% 0.69% 0.67% 0.69% 0.70%

Asindicated in the table above, we charged off a de minimus amount of loans since fiscal year 2005, due, in part, to conservative
underwriting of loans and aggressive monitoring of the loan portfolio to identify and address non-performing loans and potential problem assets at
an early date. The amount of foreclosures weincurred in the last five years was not material to our financial statements taken as awhole and ESSA
Bank & Trust suffered no material losses on foreclosed assets during that period. See “ Non-Performing Loans and Problem Assets.” There can be
no assurance that we will not experience a deterioration of our loan portfolio, including increases in non-performing loans, problem assets and
charge-offs, in the future.
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Allocation of Allowance for Loan Losses. The following tables set forth the allowance for loan |osses allocated by |oan category, the
percent of the allowance to the total allowance and the percent of loansin each category to total loans at the dates indicated. The allowance for
loan losses allocated to each category is not necessarily indicative of future lossesin any particular category and does not restrict the use of the
allowance to absorb losses in other categories.

Residential first mortgage loans:
One- to four-family
Construction
Commercial
Commercial real estate
Home equity loans and lines of credit
Other

Total allocated allowance
Unallocated allowance

Total allowance for loan
|osses

Residential first mortgage loans:
One- to four-family
Construction

Commercial

Commercial real estate

Home equity loans and lines of credit

Other

Total allocated allowance
Unallocated allowance

2009 2008 2007
Per cent of Per cent of Per cent of
Percent of Loansin Per cent of Loansin Percent of Loansin
Allowance Category Allowance Category Allowance Category
to Total to Total to Total to Total to Total to Total
Amount  Allowance Loans Amount  Allowance Loans Amount  Allowance Loans
$3,796 65.28% 8L70% $2,862 58.23% 80.30% $2,241 53.28% 79.96%
11 0.19 0.20 41 0.83 1.16 36 0.86 1.25
248 4.27 2.20 182 3.70 1.68 177 4.21 123
1,116 19.19 9.20 1,222 24.86 9.76 986 23.44 9.34
510 8.77 6.30 475 9.67 6.67 610 14.50 7.60
33 0.56 0.40 30 0.61 0.43 49 1.17 0.62
5,714 98.26 100.00 4,812 97.90 100.00 4,099 97.46 100.00
101 1.74 — 103 2.10 — 107 254 —
$5,815 100.00% 100.00% $4,915 100.00% 100.00% $4,206 100.00% 100.00%
2006 2005
Per cent of Per cent of
Percent of Loansin Per cent of Loansin
Allowance Category Allowance Category
to Total to Total to Total to Total
Amount  Allowance Loans Amount  Allowance Loans
(Dallarsin thousands)
$2,026 52.56% 80.36% $1,887 52.96% 81.68%
86 2.23 1.06 104 2.92 1.47
133 3.45 1.09 114 3.20 1.03
773 20.05 8.43 471 13.22 7.17
746 19.35 831 661 18.55 7.82
46 1.19 0.75 39 1.09 0.83
3,810 98.83 100.00 3,276 91.94 100.00
45 117 — 287 8.06 —
$3855  100.00%  100.00% $3563  100.00%  100.00%

Total allowancefor loan losses
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We use the accrual method of accounting for all performing loans. The accrual of interest income is generally discontinued when the
contractual payment of principal or interest has become 90 days past due or management has serious doubts about further collectibility of principal
or interest, even though the loan is currently performing. When aloan is placed on nonaccrual status, unpaid interest previously credited to
incomeisreversed. Interest received on nonaccrual loans generally is either applied against principal or reported asinterest income, according to
management’ s judgment as to the collectibility of principal. Generally, residential and consumer loans are restored to accrual statuswhen the
obligation is brought current in accordance with the contractual terms for areasonabl e period of time and ultimate collectibility of total contractual
principa and interest is no longer in doubt. Commercial loans are restored to accrual status when the obligation is brought current, has performed
in accordance with the contractual terms for areasonable period of time and ultimate collectibility of total contractual principal and interest no
longer isin doubt.

In our collection efforts, we will first attempt to cure any delinquent loan. If areal estate secured loan is placed on nonaccrual status, it will be
subject to transfer to the real estate owned (“REQ”) portfolio (properties acquired by or in lieu of foreclosure), upon which our loan servicing
department will pursue the sale of the real estate. Prior to this transfer, the loan balance will be reduced, if necessary, to reflect its current market
value less estimated costs to sell. Write downs of REO that occur after the initial transfer from the loan portfolio and costs of holding the property
are recorded as other operating expenses, except for significant improvements which are capitalized to the extent that the carrying value does not
exceed estimated net realizable value.

Fair values for determining the value of collateral are estimated from various sources, such asreal estate appraisals, financia statements and
from any other reliable sources of available information. For those loans deemed to be impaired, collateral value isreduced for the estimated costs
to sell. Reductions of collateral value are based on historical loss experience, current market data, and any other source of reliable information
specific to the collateral.

Thisanalysis processisinherently subjective, asit requires us to make estimates that are susceptible to revisions as more information
becomes available. Although we believe that we have established the allowance at levels to absorb probable and estimable losses, future additions
may be necessary if economic or other conditionsin the future differ from the current environment.

SecuritiesActivities

Our securitiesinvestment policy is established by our Board of Directors. This policy dictates that investment decisions be made based on
the safety of the investment, liquidity requirements, potential returns, cash flow targets, and consistency with our interest rate risk management
strategy. Our investment policy isreviewed annually by our ALCO/Investment management committee. All policy changes recommended by this
management committee must be approved by the Board of Directors. The Committee is comprised of the Chief Executive Officer, Chief Financial
Officer, Controller, Lending Services Division Manager, Retail Services Division Manager and the Marketing Services Manager. Authority to make
investments under the approved guidelinesis delegated by the Committee to appropriate officers. While general investment strategies are
developed and authorized by the AL CO/Investment management committee, the execution of specific actions rests with the Chief Financial Officer.

The approved investment officers are authorized to execute investment transactions up to $5.0 million per transaction without the prior
approval of the ALCO/Investment management committee and within the scope of the established investment policy. These officers are also
authorized to execute investment transactions between $5.0 million and $10.0 million with the additional approval from the Chief Executive Officer.
Each transaction in excess of $10.0 million must receive prior approval of the ALCO/Investment Committee.

Our current investment policy generally permitsinvestmentsin debt securitiesissued by the U.S. government and U.S. agencies, municipal
bonds, and corporate debt obligations, aswell asinvestmentsin the FHLBank Pittsburgh (federal agency securities) and, to amuch lesser extent,
other equity securities. Securitiesin these categories are classified as “investment securities’ for financial reporting purposes. The policy also
permits investmentsin mortgage-backed securities, including pass-through securities issued and guaranteed by Fannie Mae, Freddie Mac and
GNMA aswell ascommercial paper, corporate debt and municipal securities. Our current

13



Table of Contents

investment strategy uses a risk management approach of diversified investing in fixed-rate securities with short- to intermediate-term maturities, as
well as adjustable-rate securities, which may have alonger term to maturity. The emphasis of this approach is to increase overall investment
securities yields while managing interest rate risk.

Generally accepted accounting principlesrequire that, at the time of purchase, we designate a security as held to maturity, available-for-sale,
or trading, depending on our ability and intent. Securities available-for-sale are reported at fair value, while securities held to maturity are reported
at amortized cost.

Mortgage-Backed Securities. We purchase mortgage-backed securitiesin order to generate positive interest rate spreads with minimal
administrative expense, lower credit risk as aresult of the guarantees provided by Freddie Mac, Fannie Mae and Government National Mortgage
Association (GNMA), and increased liquidity. Weinvest primarily in mortgage-backed securitiesissued or sponsored by Fannie Mae, Freddie
Mac, and GNMA. At September 30, 2009, our mortgage-backed securities portfolio had afair value of $195.2 million, consisting of Freddie Mac,
Fannie Mae and GNMA mortgage-backed securities.

M ortgage-backed securities are created by pooling mortgages and issuing a security collateralized by the pool of mortgages with an interest
rate that isless than the interest rate on the underlying mortgages. M ortgage-backed securities typically represent a participation interest in a pool
of single-family or multi-family mortgages, although most of our mortgage-backed securities are collateralized by single-family mortgages. The
issuers of such securities (generally U.S. government agencies and U.S. government sponsored enterprises, including Fannie Mae, Freddie Mac
and GNMA) pool and resell the participation interests in the form of securitiesto investors, such as ESSA Bank & Trust, and guarantee the
payment of principal and interest to these investors. Investmentsin mortgage-backed securitiesinvolve arisk that actual prepaymentswill be
greater or less than the prepayment rate estimated at the time of purchase, which may require adjustments to the amortization of any premium or
accretion of any discount relating to such instruments, thereby affecting the net yield on such securities. We review prepayment estimates for our
mortgage-backed securities at the time of purchase to ensure that prepayment assumptions are reasonable considering the underlying collateral for
the securities at issue and current interest rates, and to determine the yield and estimated maturity of the mortgage-backed securities portfolio.
Periodic reviews of current prepayment speeds are performed in order to ascertain whether prepayment estimates require modification that would
cause amortization or accretion adjustments.

Equity Securities. At September 30, 2009, our equity securities were minimal.

In addition, we hold FHL Bank Pittsburgh common stock to qualify for membership in the Federal Home Loan Bank System and to be eligible
to borrow funds under the FHL Bank Pittsburgh advance program. There is no market for the common stock.

The aggregate fair value of our FHLBank Pittsburgh common stock as of September 30, 2009 was $20.7 million based on its par value. No
unrealized gains or losses have been recorded because we have determined that the par value of the common stock representsitsfair value. We
owned shares of FHLBank Pittsburgh common stock at September 30, 2009 with a par value that was $2.7 million more than we were required to
own to maintain our membership in the Federal Home Loan Bank System and to be eligible to obtain advances. We are required to purchase
additional stock as our outstanding advances increase. Any excess stock we own was redeemed monthly by the FHLBank Pittsburgh. On
December 23, 2008, the FHL Bank Pittsburgh notified its members, including the Company, that it was suspending the payment of dividends onits
capital stock and the repurchase of excess capital stock until further notice.

We review equity and debt securities with significant declinesin fair value on a periodic basis to determine whether they should be
considered temporarily or other than temporarily impaired. If adeclinein thefair value of a security is determined to be other than temporary, we are
required to reduce the carrying value of the security to itsfair value and record a non-cash, credit related impairment charge in the amount of the
decline, net of tax effect, against our current income.
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Our investment securities portfolio contains unrealized losses on securities, including mortgage-rel ated instrumentsissued or backed by the
full faith and credit of the United States government, or generally viewed as having the implied guarantee of the United States government, and
debt obligations of a State or political subdivision.

Our policy isto recognize an other-than-temporary impairment of equity securities where the fair value has been significantly below cost for
four consecutive quarters. For fixed maturity investments with unrealized losses due to interest rates where the Company does not intend to sell
the security and it is more likely than not that the Company will not be required to sell the security before its anticipated recovery in market value,
declinesin value below cost are not assumed to be other than temporary. We review our position quarterly and concluded that at September 30,
2009, declinesincluded in the table below represent temporary declines due to interest rate change, and we do not intend to sell those securities
and it more likely than not that we will not have to sell those securities before their anticipated recovery in market value. However, during the year
ended September 30, 2009, the Company recognized aloss of $68,000 on equity securitiesthat it deemed, through analysis of the security, to be
other than atemporary loss. Thislosswas related to Fannie Mae perpetual preferred stock that the Company owns. Fannie Mae was placed into
conservatorship by the U.S. Government on September 7, 2008.

The following table sets forth the composition of our securities portfolio (excluding FHLBank Pittsburgh common stock) at the dates
indicated.

At September 30,
2009 2008 2007
Amortized Fair Amortized Fair Amortized Fair

Cost Value Cost Value Cost Value
(Dollars in thousands)

Investment securities available for sale:

U.S. Government agency obligations

$ 21458 $ 21,746

$ 48,887 $ 48,891 $ 82,297

$ 82,392

Obligations of state and political subdivisions 7,168 7,483 7,171 7,146 7,172 7,332

M ortgage-backed securities 182,448 188,264 148,199 147,945 114,840 114,613

Total debt securities 211,074 217,493 204,257 203,982 204,309 204,337

Equity securities 12 73 79 9% 882 930

Total investment securities available-for-sale $211,086 $217,566 $204,336 $204,078 $205,191 $205,267
Investment securities held-to-maturity:

U.S. Government agency obligations $ — $ — $ 2000 % 20233% 4731 $ 4734

M ortgage-backed securities 6,709 6,923 9,857 9,901 12,399 12,142

Total securities held to maturity $ 6709 $ 6923 $ 11,857 $ 11,924 $ 17,130 $ 16,876

15




Table of Contents

Portfolio Maturitiesand Yields. The composition and maturities of the investment securities portfolio at September 30, 2009 are summarized
in the following table. Maturities are based on the final contractual payment dates, and do not reflect the impact of prepayments or early
redemptions that may occur.

More than One Year More than Five Years
One Year or Less through Five Years through Ten Years Morethan Ten Years Total Securities
Weighted Weighted Weighted Weighted Weighted
Amortized Average Amortized Average Amortized Average Amortized  Average Amortized Fair Average
Cost Yield Cost Yield Cost Yield Cost Yield Cost Value Yield

(Dollarsin thousands)
Investment securities
availablefor sale:
U.S. Government
agency
obligations $ 503 4.62% $ 20,955 338% $ — 000% $ — 0.00% $ 21,458 $ 21,746 3.41%
Obligations of state
and political
subdivisions — 0.00% — 0.00% 996 4.00% 6,172 4.73% 7,168 7,483 4.63%
M ortgage-backed
securities 824 4.33% 224 512% 26,124 421% 155,276 5.00% 182,448 188,264 4.88%

Total debt
securities  $ 1,327 444% $ 21,179 340% $27,120 420% $161,448 499% $211,074 $217,493 4.73%
Equity securities 12 0.00% — 0.00% — 0.00% — 0.00% 12 73 0.00%

Total
investment
securities
available
for-sale $ 1,339 440% $21,179 3.40% $ 27,120 4.20% $161,448 499% $211,086 $217,566 4.72%

Investment securities
held-to-maturity:
M ortgage-backed
securities $ 1,580 453% $ 1,085 450% $ 2,346 472% $ 1,698 389% $ 6,709 $ 6,923 4.43%
Total
securities
held to
maturity $ 1,580 453% $ 1,085 450% $ 2,346 472% $ 1,698 38% $ 6,709 $ 6,923 4.43%
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Sour ces of Funds

General. Deposits, borrowings, repayments and prepayments of loans and securities, proceeds from maturing securities and cash flows from
operations are the primary sources of our funds for use in lending, investing and for other general purposes.

Deposits. We offer avariety of deposit accounts with arange of interest rates and terms. Our deposit accounts consist of savings accounts,
NOW accounts, checking accounts, money market accounts, club accounts, certificates of deposit and IRAs and other qualified plan accounts.
We provide commercia checking accounts for businesses.

At September 30, 2009, our deposits totaled $408.9 million. Interest-bearing NOW, savings and club and money market deposits totaled
$230.2 million at September 30, 2009. At September 30, 2009, we had atotal of $153.2 million in certificates of deposit. Noninterest-bearing demand
deposits totaled $25.4 million. Although we have a significant portion of our deposits in shorter-term certificates of deposit, we monitor activity on
these accounts and, based on historical experience and our current pricing strategy, we believe we will retain alarge portion of these accounts
upon maturity.

Our deposits are obtained predominantly from the areas in which our branch offices are located. We rely on our favorabl e locations, customer
service and competitive pricing to attract and retain these deposits. While we accept certificates of deposit in excess of $100,000 for which we may
provide preferential rates, we generally do not solicit such deposits as they are more difficult to retain than core deposits. At September 30, 2009,
we had atotal of $21.9 million of brokered certificates of deposits, an increase of $11.0 million from the prior fiscal year end. Our brokered
certificates of deposits range from one- to five-year terms, and are purchased only through pre-approved brokers.

The following table sets forth the distribution of average deposit accounts, by account type, at the dates indicated.

For the Years Ended September 30,

2009 2008 2007
Average Average Average
Average Rate Average Rate Average Rate
Balance  Percent Paid Balance  Percent Paid Balance  Percent Paid
Deposit type:
Noninterest bearing demand accounts $ 24711  6.31% — % $ 24211 657% — % $ 34934 849% — %
Interest bearing NOW 54,262 13.86 0.08 55,073 1491 0.07 60,826 14.79 0.07
Money market 94,835 2421 1.68 58,034 15.72 290 35351 860 3.12
Savings and club 63500 16.21 0.43 62,982 17.07 0.44 75,354 18.32 0.42
Certificates of deposit 154,365 39.41 3.26 168,763  45.73 4.19 204,802 49.80 4.48
Total deposits $391,673 10000%  177% $369,063 100.00%  246% $411,267 100.0%  2.28%

As of September 30, 2009, the aggregate amount of outstanding certificates of deposit in amounts greater than or equal to $100,000 was
approximately $66.4 million. The following table sets forth the maturity of those certificates as of September 30, 2009.

At
September 30, 2009
(In thousands)

Three months or |ess $ 16,913
Over three months through six months 7,422
Over six months through one year 4,869
Over oneyear 37,214
Total $ 66,418
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At September 30, 2009, $82.2 million of our certificates of deposit had maturities of one year or less. We monitor activity on these accounts
and, based on historical experience and our current pricing strategy, we believe we will retain asignificant portion of these accounts upon maturity.

Borrowings. Our short-term borrowings consist of Federal Home Loan Bank and Federal Reserve Bank advances. The following table sets
forth information concerning balances and interest rates on all of our short-term borrowings at the dates and for the yearsindicated.

At or For the Years Ended September 30,

2009 2008 2007
(Dollarsin thousands)

Balance at end of year $ 48,091 $ 39,510 $ 34,230

M aximum outstanding at any month end $ 73,162 $ 56,183 $ 46,409

Average balance during year $ 48,171 $ 36,150 $ 33,975

Weighted average interest rate at end of year 0.43% 2.41% 517%

Average interest rate during year 0.82% 3.94% 5.21%

At September 30, 2009, we had the ability to borrow approximately $481.0 million under our credit facilities with the FHLBank Pittsburgh.

Competition

We face significant competition in both originating loans and attracting deposits. The countiesin which we operate have a significant
concentration of financial institutions, many of which are significantly larger institutions and have greater financial resources than we, and many of
which are our competitorsto varying degrees. Our competition for loans comes principally from commercial banks, savings banks, mortgage
banking companies, credit unions, leasing companies, insurance companies and other financial service companies. Our most direct competition for
deposits has historically come from commercial banks, savings banks and credit unions. We face additional competition for deposits from
nondepository competitors such as the mutual fund industry, securities and brokerage firms and insurance companies.

We seek to meet this competition by the convenience of our branch locations, emphasi zing personalized banking and the advantage of local
decision-making in our banking business. Specifically, we promote and maintain relationships and build customer loyalty within local communities
by focusing our marketing and community involvement on the specific needs of individua neighborhoods. As of June 30, 2009, ESSA Bank &
Trust had the second largest deposit market sharein Monroe County, Pennsylvania. We do not rely on any individual, group, or entity for a
material portion of our deposits.

Employees

As of September 30, 2009, we had 163 full-time employees and 30 part-time employees. The employees are not represented by a collective
bargaining unit and we consider our relationship with our employees to be good.

Subsidiary Activities
ESSA Bank & Trust has two wholly owned subsidiaries, ESSACOR, Inc. and Pocono Investment Company. ESSACOR, Inc. isa

Pennsylvania corporation that is currently inactive. Pocono Investment Company is a Delaware corporation formed as an investment company
subsidiary to hold and manage certain investments of ESSA Bank & Trust, including certain intellectual property.
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SUPERVISION AND REGULATION
General

ESSA Bancorp, Inc. isaPennsylvania corporation. As a savings and loan holding company, we are required to file certain reports with, and
otherwise comply with the rules and regulations of the Office of Thrift Supervision.

ESSA Bank & Trust isa Pennsylvania-chartered savings association and its deposit accounts are insured up to applicable limits by the
Federal Deposit | nsurance Corporation under the Deposit Insurance Fund (“DIF”). We are subject to extensive regulation by the Pennsylvania
Department of Banking, our chartering agency, and by the Office of Thrift Supervision, our primary federal regulator. We must file reports with the
Pennsylvania Department of Banking and the Office of Thrift Supervision concerning our activities and financial condition in addition to obtaining
regulatory approvals prior to entering into certain transactions including, but not limited to, mergers with or acquisitions of other savings
institutions. There are periodic examinations by the Pennsylvania Department of Banking and the Office of Thrift Supervision to test our
compliance with various regul atory reguirements. This regulation and supervision establishes a comprehensive framework of activitiesin which an
institution can engage and isintended primarily for the protection of the Federal Deposit Insurance Corporation insurance fund and depositors.
Theregulatory structure also gives the regulatory authorities extensive discretion in connection with their supervisory and enforcement activities
and with their examination policies, including policies with respect to the classification of assets and the establishment of adequate |oan loss
reserves for regulatory purposes. Any change in such regulation, whether by the Pennsylvania Department of Banking or the Office of Thrift
Supervision could have a material adverseimpact on us and our operations.

Regulation by the Pennsylvania Department of Banking

The Pennsylvania Savings Association Code of 1967, as amended (the “ Savings Association Code”) contains detailed provisions governing
the organization, location of offices, rights and responsibilities of directors, officers, employees, and depositors, aswell as corporate powers,
savings and investment operations and other aspects of ESSA Bank & Trust and its affairs. The Savings Association Code delegates extensive
rulemaking power and administrative discretion to the Pennsylvania Department of Banking so that the supervision and regulation of state-
chartered savings associations may be flexible and readily responsive to changes in economic conditions and in savings and lending practices.

One of the purposes of the Savings Association Code is to provide savings associations with the opportunity to be competitive with each
other and with other financial institutions existing under other Pennsylvanialaws aswell as other state, federal and foreign laws. A Pennsylvania
savings association may locate or change the location of its principal place of business and establish an office anywhere in Pennsylvania, with the
prior approval of the Pennsylvania Department of Banking.

The Pennsylvania Department of Banking generally examines each savings association not |ess frequently than once every two years.
Although the Department may accept the examinations and reports of the Office of Thrift Supervision in lieu of the Department’s examination, the
current practice isfor the Department to conduct individual examinations. The Department may order any savings association to discontinue any
violation of law or unsafe or unsound business practice and may direct any trustee, officer, attorney, or employee of a savings association
engaged in an objectionable activity, after the Department has ordered the activity to be terminated, to show cause at a hearing before the
Department why such person should not be removed.

Regulation by the Office of Thrift Supervision

ESSA Bank & Trust isalso subject to extensive regulation, examination and supervision by the Office of Thrift Supervision, asits primary
federal regulator. Such regulation and supervision:

+  establishes acomprehensive framework of activitiesin which ESSA Bank & Trust can engage;
* limitsthe ability of ESSA Bank & Trust to extend credit to any given borrower;
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« significantly limits the transactions in which ESSA Bank & Trust may engage with its affiliates;

*  requiresESSA Bank & Trust to meet aqualified thrift lender test which requires ESSA Bank & Trust to invest in qualified thrift
investments, which include primarily residential mortgage loans and related investments;

* placeslimitations on capital distributions by savings associations, such as ESSA Bank & Trust, including cash dividends;
*  imposes assessments to the Office of Thrift Supervision to fund its operations;

+ establishes acontinuing and affirmative obligation, consistent with ESSA Bank & Trust's safe and sound operation, to help meet the
credit needs of its community, including low and moderate income neighborhoods;

+  establishes various capital categoriesresulting in various levels of regulatory scrutiny applied to the institutionsin a particular
category; and

* establishes standards for safety and soundness.

The Office of Thrift Supervision generally examines each savings association not less frequently than once every two years. The Office of
Thrift Supervision has the authority to order any savings association or its directors, trustees, officers, attorneys or employees to discontinue any
violation of law or unsafe or unsound banking practice.

Transactionswith Affiliates

Sections 23A and 23B of the Federal Reserve Act and itsimplementing regulations govern transactions between depository institutions and
their affiliates. These provisions are made applicable to savings associations, such as ESSA Bank & Trust, by the Home Owners' Loan Act and
Office of Thrift Supervision regulation. In a holding company context, the parent holding company of a savings association and any companies
that are controlled by the parent holding company are affiliates of the savings association.

Section 23A limits the extent to which a savings association or its subsidiaries may engage in certain transactions with its affiliates. These
transactionsinclude, among other things, the making of loans or other extensions of credit to an affiliate and the purchase of assets from an
affiliate. Generally, these transactions between the savings association and any one affiliate cannot exceed 10% of the savings association's
capital stock and surplus, and these transactions between the savingsinstitution and all of its affiliates cannot, in the aggregate, exceed 20% of the
savingsinstitution’s capital stock and surplus. Section 23A also establishes specific collateral requirements for loans or extensions of credit to an
affiliate, and for guarantees or acceptances on letters of credit issued on behalf of an affiliate. Applicable regulations prohibit a savings association
from lending to any affiliate engaged in activities not permissible for abank holding company or for the purpose of acquiring the securities of most
affiliates.

Section 23B requires that transactions covered by Section 23A and a broad list of other specified transactions be on terms and under
circumstances substantially the same, or no less favorable to the savings association or its subsidiary, as similar transactions with non-affiliates. In
addition to the restrictions on transactions with affiliates that Sections 23A and 23B of the Federal Reserve Act impose on depository institutions,
the regulations of the Office of Thrift Supervision also generally prohibit a savings association from purchasing or investing in securitiesissued by
an affiliate.

Insurance of Accountsand Regulation by the Federal Deposit I nsurance Corpor ation

Deposit accountsin ESSA Bank & Trust are insured by the Federal Deposit Insurance Corporation (FDIC) generally up to a maximum of
$100,000 per separately insured depositor and up to amaximum of $250,000 for self-directed retirement accounts. ESSA Bank & Trust’'s deposits,
therefore, are subject to FDIC deposit insurance assessments.
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The Emergency Economic Stabilization Act which became law on October 3, 2008 rai sed the amount of federal deposit insurance coverage for
all deposit accounts to $250,000. This provision of the Act is scheduled to expire on December 31, 2013. In addition, on October 14, 2008 the FDIC
announced a new program — the Temporary Liquidity Guarantee Program, which provides FDIC coverage on non-interest bearing deposit
transaction accounts and certain other accounts regardless of dollar amount. This new program is scheduled to expire June 30, 2010.

The Federal Deposit Insurance Corporation regulations assess insurance premiums based on an institution’s risk. Under this assessment
system, the Federal Deposit Insurance Corporation evaluates the risk of each financial institution based on its supervisory rating, financial ratios,
and long-term debt issuer rating. Therates for nearly all of the financial institutions industry vary between five and seven centsfor every $100 of
domestic deposits. Federal law requires the Federal Deposit Insurance Corporation to establish a deposit reserve ratio for the deposit insurance
fund of between 1.15% and 1.50% of estimated deposits.

Effective March 31, 2006, the Federal Deposit | nsurance Corporation merged the Bank Insurance Fund (“BIF") and the Savings Association
Insurance Fund (“ SAIF") into asingle fund called the Deposit Insurance Fund. In addition to the Federal Deposit Insurance Corporation
assessments, the Financing Corporation (“FICO”) is authorized to impose and collect, with the approval of the Federal Deposit Insurance
Corporation, assessments for anticipated payments, i ssuance costs and custodial fees on bondsissued by the FICO in the 1980s to recapitalize the
Federal Savings and L oan Insurance Corporation. The bondsissued by the FICO are due to mature in 2017 through 2019. For the quarter ended
June 30, 2009, the annualized FI CO assessment was equal to 1.14 basis points for each $100 in domestic deposits maintained at an institution.

Recent failures have significantly increased the Deposit Insurance Fund's (the DIF or the fund) loss provisions, resulting in adeclinein the
reserveratio. As of June 30, 2009, the reserve ratio stood at 0.22%, Staff expects a higher rate of insured institution failuresin the next few years
compared to recent years; thus, the reserve ratio may continue to decline. Because the fund reserve ratio has fallen below 1.15% and is expected to
remain below 1.15%, the FDIC is required to establish and implement arestoration plan to restore the reserve ratio to 1.15%. Absent extraordinary
circumstances, the reserve ratio must be returned to at least 1.15% no later than five years after establishment of the plan.

On May 22, 2009, the FDIC adopted afinal rulelevying afive basis point special assessment on each insured depository institution’s assets
minus Tier 1 capital as of June 30, 2009. The special assessment was payable on September 30, 2009. We recorded an expense of $400,000 during
the quarter ended June 30, 20009 to reflect the special assessment. On September 20, 2009, the FDIC increased assessment rates on deposit
insurance premiums by three basis points effective January 1, 2011.

In addition, on November 12, 2009, the FDIC issued afinal rule requiring all insured depository institutionsto prepay their estimated
assessments for the fourth quarter of 2009, and for all of 2010, 2011 and 2012, on December 30, 2009. Under the terms of the new rule, we will be
required to make a payment of approximately $1.9 million to the FDIC on December 30, 2009. We will record the payment as a prepaid expense,
which will be amortized to expense over three years.

Capital Requirements

Any savingsinstitution that fails any of the capital requirementsis subject to possible enforcement actions by the Office of Thrift
Supervision. Such actions could include a capital directive, a cease and desist order, civil money penalties, the establishment of restrictions on an
institution’s operations, termination of federal deposit insurance, and the appointment of a conservator or receiver. Certain actions are required by
law. The Office of Thrift Supervision’'s capital regulation provides that such actions, through enforcement proceedings or otherwise, could require
one or more of avariety of corrective actions.

We are also subject to more stringent capital guidelines of the Pennsylvania Department of Banking. Although not adopted in regulation
form, the Pennsylvania Department of Banking utilizes capital standards of 6% leverage capital and 10% risk-based capital. The components of
leverage and risk-based capital are substantially the same as those defined by the Office of Thrift Supervision.
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L oansto-One-Borrower Limitation

Under federal regulations, with certain limited exceptions, a Pennsylvania chartered savings association may lend to asingle or related group
of borrowers on an “unsecured” basis an amount equal to 15% of its unimpaired capital and surplus. An additional amount, equal to 10% of
unimpaired capital and surplus, may belent if such loan is secured by readily marketable collateral, which is defined to include certain securities,
but generally does not include real estate. Our internal policy, however, isto not make acommercial loan in excess of $5.0 million, nor to alow more
than $7.5 million in total 1oan rel ationships with any one borrower, including the borrower’ s residential mortgage and consumer loans. However, in
special circumstances thislimit may be exceeded subject to the approval of the Management Loan Committee in addition to amajority of the
members of the Board of Directors.

Prompt Corrective Action

Under federal regulations, a savings association is deemed to be (i) “well capitalized” if it hastotal risk-based capital of 10.0% or more, hasa
Tier 1 risk-based capital ratio of 6.0% or more, hasaTier | leverage capital ratio of 5.0% or more and is hot subject to any written capital order or
directive; (ii) “adequately capitalized” if it has atotal risk-based capital ratio of 8.0% or more, aTier | risk-based capital ratio of 4.0% or more and a
Tier | leverage capital ratio of 4.0% or more (3.0% under certain circumstances) and does not meet the definition of “well capitalized”;
(iii) “undercapitalized” if it has atotal risk-based capital ratio that islessthan 8.0%, aTier | risk-based capital ratio that islessthan 4.0% or aTier |
leverage capital ratio that isless than 4.0% (3.0% under certain circumstances); (iv) “significantly undercapitalized” if it has atotal risk-based
capital ratio that islessthan 6.0%, aTier | risk-based capital ratio that islessthan 3.0% or aTier | leverage capital ratio that islessthan 3.0%; and
(v) “critically undercapitalized” if it has aratio of tangible equity to total assetsthat isequal to or lessthan 2.0%. Federal regulations also specify
circumstances under which afederal banking agency may reclassify awell capitalized institution as adequately capitalized and may require an
adequately capitalized institution to comply with supervisory actions asif it were in the next lower category (except that the Office of Thrift
Supervision may not reclassify asignificantly undercapitalized institution as critically undercapitalized). As of September 30, 2009, the Bank was a
“well-capitalized institution” for this purpose.

The USA PATRIOT Act

The USA PATRIOT Act of 2001 gave the federal government new powers to address terrorist threats through enhanced domestic security
measures, expanded surveillance powers, increased information sharing and broadened anti-money laundering requirements. The USA PATRIOT
Act also required the federal banking agenciesto take into consideration the effectiveness of controls designed to combat money laundering
activitiesin determining whether to approve amerger or other acquisition application of amember institution. Accordingly, if we engagein a
merger or other acquisition, our controls designed to combat money laundering would be considered as part of the application process. We have
established policies, procedures and systems designed to comply with these regulations.

Holding Company Regulation

ESSA Bancorp, Inc. isaunitary savings and loan holding company, subject to regulation and supervision by the Office of Thrift Supervision.
The Office of Thrift Supervision will have enforcement authority over ESSA Bancorp, Inc. and its non-savings institution subsidiaries. Among
other things, this authority permits the Office of Thrift Supervision to restrict or prohibit activities that are determined to be arisk to ESSA Bank &
Trust.

Under prior law, aunitary savings and loan holding company generally had no regulatory restrictions on the types of business activitiesin
which it could engage, provided that its subsidiary savings association was a qualified thrift lender. The Gramm-Leach-Bliley Act of 1999, however,
restricts unitary savings and loan holding companies not existing on, or applied for before, May 4, 1999 to those activities permissible for financial
holding companies or for multiple savings and loan hol ding companies. The Company is not a grandfathered unitary savings and loan holding
company and, therefore, islimited to the activities permissible for financial holding companies or for multiple savings and |oan holding companies.
A financial holding company may engage in activitiesthat are financial in nature, including underwriting equity securities and insurance as well as
activitiesthat areincidental to financial activities or complementary to afinancia activity. A multiple savings and loan holding
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company isgenerally limited to activities permissible for bank holding companies under Section 4(c)(8) of the Bank Holding Company Act, subject
to the prior approval of the Office of Thrift Supervision, and certain additional activities authorized by Office of Thrift Supervision regulations.

Federal law prohibits a savings and loan holding company, directly or indirectly, or through one or more subsidiaries, from acquiring control
of another savings institution or holding company thereof, without prior written approval of the Office of Thrift Supervision. It also prohibitsthe
acquisition or retention of, with specified exceptions, more than 5% of the equity securities of acompany engaged in activities that are not closely
related to banking or financial in nature or acquiring or retaining control of an institution that is not federally insured. In evaluating applications by
holding companies to acquire savingsinstitutions, the Office of Thrift Supervision must consider the financial and managerial resources and future
prospects of the savings institution involved, the effect of the acquisition on the risk to the insurance fund, the convenience and needs of the
community, the effectiveness of each parties’ anti-money laundering program, and competitive factors.

Federal SecuritiesLaws

Shares of ESSA Bancorp, Inc.’s common stock are registered with the SEC under Section 12(b) of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). ESSA Bancorp, Inc. is also subject to the proxy rules, tender offer rules, insider trading restrictions, annual and
periodic reporting, and other requirements of the Exchange Act.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 was enacted in response to public concerns regarding corporate accountability in connection with certain
accounting scandals. The stated goal s of the Sarbanes-Oxley Act are to increase corporate responsibility, to provide for enhanced penaltiesfor
accounting and auditing improprieties at publicly traded companies, and to protect investors by improving the accuracy and reliability of corporate
disclosures pursuant to the securities laws. The Sarbanes-Oxley Act generally appliesto all companiesthat file or are required to file periodic
reports with the Securities and Exchange Commission, under the Securities Exchange Act of 1934.

The Sarbanes-Oxley Act includes specific additional disclosure requirements, requires the Securities and Exchange Commission and national
securities exchanges to adopt extensive additional disclosure, corporate governance and other related rules, and mandates further studies of
certain issues by the Securities and Exchange Commission. The Sarbanes-Oxley Act represents significant federal involvement in matters
traditionally left to state regulatory systems, such as the regulation of the accounting profession, and to corporate law, such as the relationship
between a board of directors and management and between aboard of directors and its committees.

Although we have and will continue to incur additional expense in complying with the provisions of the Sarbanes-Oxley Act and the
resulting regulations, management does not expect that such compliance will have amaterial impact on our results of operations or financial
condition.

Regulatory Enforcement Authority

Federal law provides federal banking regulators with substantial enforcement powers. This enforcement authority includes, among other
things, the ability to assess civil money penalties, to issue cease-and-desist or removal orders, and to initiate injunctive actions against banking
organizations and institution-affiliated parties, as defined. In general, these enforcement actions may be initiated for violations of laws and
regulations and unsafe or unsound practices. Other actions or inactions may provide the basis for enforcement action, including misleading or
untimely reportsfiled with regulatory authorities.

Dividends

Our ability to pay dividends depends, to alarge extent, upon ESSA Bank & Trust's ability to pay dividendsto ESSA Bancorp. The Savings
Association Code states, in part, that dividends may be declared and paid by the Bank only out of net earnings for the then current year. A
dividend may not be declared or paid if it would impair the general reserves of ESSA Bank & Trust required to be maintained under the Savings
Association Code. In
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addition, we are required to notify the Office of Thrift Supervision prior to declaring adividend to the Company, and receive the nonobjection of
the Office of Thrift Supervision to any such dividend.

FEDERAL AND STATE TAXATION

Federal Taxation

General. ESSA Bancorp, Inc. and ESSA Bank & Trust are subject to federal income taxation in the same general manner as other
corporations, with some exceptions discussed below. The following discussion of federal taxation isintended only to summarize material federal
income tax matters and is not a comprehensive description of the tax rules applicable to ESSA Bancorp, Inc. and ESSA Bank & Trust.

Method of Accounting. For federal income tax purposes, ESSA Bancorp, Inc. currently reportsitsincome and expenses on the accrual
method of accounting and uses atax year ending September 30th for filing its consolidated federal income tax returns. The Small Business
Protection Act of 1996 eliminated the use of the reserve method of accounting for bad debt reserves by savings institutions, effective for taxable
years beginning after 1995.

Bad Debt Reserves. Prior to the Small Business Protection Act of 1996, ESSA Bank & Trust was permitted to establish areserve for bad
debts for tax purposes and to make annual additionsto the reserve. These additions could, within specified formulalimits, be deducted in arriving
at ESSA Bank & Trust'staxable income. As aresult of the Small Business Protection Act of 1996, ESSA Bank & Trust must use the specific charge
off method in computing its bad debt deduction for tax purposes.

Taxable Distributions and Recapture. Prior to the Small Business Protection Act of 1996, bad debt reserves created prior to 1988 were
subject to recapture into taxable income if ESSA Bank & Trust failed to meet certain thrift asset and definition tests. The Small Business Protection
Act of 1996 eliminated these thrift-related recapture rules. However, under current law, pre-1988 reserves remain subject to tax recapture should
ESSA Bank & Trust make certain distributions from its tax bad debt reserve or cease to maintain afinancial institution charter. At September 30,
2009, ESSA Bank & Trust'stotal federal pre-1988 reserve was approximately $4.3 million. This reserve reflects the cumul ative effects of federal tax
deductions by ESSA Bank & Trust for which no federal income tax provision has been made.

Minimum Tax. The Internal Revenue Code of 1986, as amended, imposes an alternative minimum tax at arate of 20% on a base of regular
taxable income plus certain tax preferences, referred to as “ aternative minimum taxable income.” The alternative minimum tax is payable to the
extent alternative minimum tax income isin excess of the regular income tax. Net operating losses can, in general, offset no more than 90% of
alternative minimum taxable income. Certain payments of alternative minimum tax may be used as credits against regular tax liabilitiesin future
years. At September 30, 2009, ESSA Bank & Trust had no minimum tax credit carryforward.

Net Operating Loss Carryovers. A financial institution may carry back net operating losses to the preceding two taxable years (five years for
lossesincurred in 2001, 2002 and 2009) and forward to the succeeding 20 taxable years. At September 30, 2009, ESSA Bank & Trust had no net
operating loss carryforward for federal income tax purposes.

Corporate Dividends. We may exclude from our income 100% of dividends received from ESSA Bank & Trust asamember of the same
affiliated group of corporations.

Audit of Tax Returns. ESSA Bank & Trust's federal income tax returns have not been audited in the most recent five-year period. The 2006,
2007 and 2008 tax years remain open.
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State Taxation

Pennsylvania State Taxation. ESSA Bancorp, Inc. is subject to the Pennsylvania Corporate Net Income Tax, Capital Stock and Franchise
Tax. The Corporation Net Income Tax rate for 2009 is 9.9% and isimposed on unconsolidated taxable income for federal purposeswith certain
adjustments. In general, the Capital Stock and Franchise Tax is a property tax imposed on a corporation’s capital stock value at a statutorily defined
rate, such value being determined in accordance with afixed formula based upon average net income and net worth. ESSA Bank & Trust is subject
to tax under the Pennsylvania Mutual Thrift Institutions Tax Act, as amended to include thrift institutions having capital stock. Pursuant to the
Mutua Thrift Institutions Tax, the tax rate is 11.5%. The Mutual Thrift Institutions Tax exempts ESSA Bank & Trust from other taxes imposed by
the Commonwealth of Pennsylvaniafor state income tax purposes and from all local taxation imposed by political subdivisions, except taxes on real
estate and real estate transfers. The Mutual Thrift Institutions Tax isatax upon net earnings, determined in accordance with generally accepted
accounting principleswith certain adjustments. The Mutual Thrift Institutions Tax, in computing income according to generally accepted
accounting principles, allows for the deduction of interest earned on state and federal obligations, while disallowing a percentage of athrift's
interest expense deduction in the proportion of interest income on those securities to the overall interest income of ESSA Bank & Trust. Net
operating losses, if any, thereafter can be carried forward three years for Mutual Thrift Institutions Tax purposes.

Item 1A. Risk Factors
Increasesto the Allowance for Credit L osses May Cause Our Earningsto Decrease.

Our customers may not repay their loans according to the original terms, and the collateral securing the payment of those loans may be
insufficient to pay any remaining loan balance. In addition, the estimates used to determine the fair value of such loans as of the acquisition date
may beinconsistent with the actual performance of the acquired |oans. Hence, we may experience significant credit losses, which could have a
material adverse effect on our operating results. We make various assumptions and judgments about the collectibility of our loan portfolio,
including the creditworthiness of our borrowers and the value of the real estate and other assets serving as collateral for the repayment of loans. In
determining the amount of the allowance for credit osses, we rely on loan quality reviews, past |oss experience, and an evaluation of economic
conditions, among other factors. If our assumptions prove to be incorrect, our allowance for credit losses may not be sufficient to cover losses
inherent in our loan portfolio, resulting in additions to the allowance. Material additions to the allowance would materially decrease our net income.

Our emphasis on the origination of commercial real estate and business loansis one of the more significant factorsin evaluating our
allowance for credit losses. As we continue to increase the amount of these loans, additional or increased provisions for credit losses may be
necessary and as aresult would decrease our earnings.

Bank regulators periodically review our allowance for credit losses and may require usto increase our provision for credit losses or loan
charge-offs. Any increase in our allowance for credit losses or |oan charge-offs as required by these regulatory authorities could have a material
adverse effect on our results of operations and/or financial condition.

Future Changesin Interest Rates Could Reduce Our Profits.

Our ability to make a profit largely depends on our net interest income, which could be negatively affected by changesin interest rates. Net
interest incomeisthe difference between:

1. the interest income we earn on our interest-earning assets, such as loans and securities; and

2. theinterest expense we pay on our interest-bearing liabilities, such as deposits and borrowings.

From September, 2007 through December, 2008, the Federal Reserve Board of Governors decreased its target for the federal funds rate from
5.25% to 0.25%. The federal funds rate remained at 0.25% through November, 2009 and is expected to remain at or around that level for an extended

period of time. While these short term market interest rates (which we use as aguide to price our deposits) decreased, longer term market interest
rates (which we
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use asaguide to price our longer term loans) did not decrease to the same degree. Asaresult of this“steepening” of the market yield curve the
Company's net interest spread hasincreased from 2.28% for the quarter ended December 31, 2008 to 2.42% for the quarter ended September 30,
2009. If this steepening were to continue the initial increase in our interest rate spread would be reduced as our assets continue to re-price
downward.

In addition, changes in interest rates can affect the average life of loans and mortgage-backed and related securities. A reduction ininterest
ratesresultsinincreased prepayments of |oans and mortgage-backed and rel ated securities, as borrowers refinance their loansin order to reduce
their borrowing costs. This creates reinvestment risk, which isthe risk that we may not be able to reinvest prepayments at rates that are comparable
to the rates we earned on the prepaid |oans or securities. Alternatively, increasesin interest rates may decrease |oan demand and/or make it more
difficult for borrowersto repay adjustable rate loans.

Changesin interest rates also affect the current market value of our interest-earning securities portfolio. Generally, the value of securities
movesinversely with changesin interest rates. At September 30, 2009, the fair value of our debt securities available for sale totaled $217.5 million.
Unrealized net gains on these available for sale securities total ed approximately $6.4 million at September 30, 2009 and are reported as a separate
component of stockholders’ equity. Decreasesin the fair value of securities available for salein future periods would have an adverse effect on
stockholders’ equity.

We evaluate interest rate sensitivity by estimating the change in ESSA Bank & Trust’s net portfolio value over arange of interest rate
scenarios. Net portfolio valueis the discounted present val ue of expected cash flows from assets, liabilities and off-balance sheet contracts. At
September 30, 2009, in the event of an immediate 200 basis point increase in interest rates, the Office of Thrift Supervision model projects that we
would experience a$21.2 million, or 12.0%, decrease in net portfolio value. See “Item 7, Management’s Discussion and Analysis of Financial
Condition and Results of Operations—M anagement of Market Risk.”

A Downturn in the Local Economy or a Declinein Real Estate Values Could Reduce Our Profits.

Nearly all of our real estate |oans are secured by real estate in Monroe and Northampton Counties, Pennsylvania. As aresult of this
concentration, a prolonged downturn in this market area could cause significant increases in nonperforming loans, which would reduce our profits.
Additionally, a decrease in asset quality could require additions to our allowance for |oan losses through increased provisions for loan losses,
which would hurt our profits. A declinein real estate values could cause some of our mortgage loans to become inadequately collateralized, which
would expose usto agreater risk of loss. For adiscussion of our market area, see “Item 1. Business—Market Area.”

Recent Negative Developmentsin the Financial Industry and the Domestic and I nternational Credit Markets may Adver sely Affect our
Operationsand Results.

Negative developmentsin the | atter half of 2007, during 2008 and continuing through 2009 in the global credit and securitization markets have
resulted in uncertainty in the financial marketsin general with the expectation of the general economic downturn continuing into 2010. Loan
portfolio quality has deteriorated at many institutions. In addition, the values of real estate collateral supporting many commercial loans and home
mortgages have declined and may continue to decline. Bank and bank holding company stock prices have been negatively affected, as hasthe
ability of banks and bank holding companiesto raise capital or borrow in the debt markets. As aresult, the potential exists for new federa or state
laws and regulations regarding lending and funding practices and liquidity standards, and bank regulatory agencies are expected to be activein
responding to concerns and trends identified in examinations, including the expected issuance of many formal enforcement orders. Negative
developmentsin the financial industry and the domestic and international credit markets, and the impact of new legislation in response to those
developments, may negatively impact our operations by restricting our business operations, including our ability to originate or sell loans, and
adversely impact our financial performance. In addition, these risks could affect the value of our loan portfolio aswell as the value of our
investment portfolio, which would a so negatively affect our financial performance.

Our Continued Emphasis On Commer cial Real Estate L ending I ncreases Our Exposure To Increased Lending Risks.
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Our business strategy centers on continuing our emphasis on commercial real estate lending. We have grown our loan portfolio in recent
years with respect to thistype of loan and intend to continue to emphasi ze this type of lending. At September 30, 2009, $68.0 million, or 9.2%, of
our total loan portfolio consisted of commercial real estate loans. Loans secured by commercial real estate generally expose alender to greater risk
of non-payment and loss than one- to four-family residential mortgage |oans because repayment of the commercial real estate loans often depends
on the successful operation of the property and the income stream of the underlying property. Additionally, such loans typically involve larger
loan balances to single borrowers or groups of related borrowers compared to one- to four-family residential mortgage loans. Accordingly, an
adverse devel opment with respect to one loan or one credit relationship can expose us to greater risk of loss compared to an adverse devel opment
with respect to a one- to four-family residential mortgage |oan. We seek to minimize these risks through our underwriting policies, which require
such loans to be qualified on the basis of the property’s collateral value, net income and debt service ratio; however, there is no assurance that our
underwriting policieswill protect us from credit-rel ated | osses.

At September 30, 2009, our largest commercial real estate lending relationship was $4.1 million of loans located in Monroe County,
Pennsylvania and secured by real estate. See “Item 1. Business—L ending Activities—Commercial Real Estate Loans.”

Strong Competition Within Our Market AreasMay Limit Our Growth and Profitability.

Competition in the banking and financial servicesindustry isintense. In our market areas, we compete with commercial banks, savings
institutions, mortgage brokerage firms, credit unions, finance companies, mutual funds, insurance companies, and brokerage and investment
banking firms operating locally and el sewhere. Some of our competitors have greater name recognition and market presence that benefit themin
attracting business, and offer certain services that we do not or cannot provide. In addition, larger competitors may be able to price loans and
deposits more aggressively than we do, which could affect our ability to grow and remain profitable on along-term basis. Our profitability depends
upon our continued ability to successfully compete in our market areas. For additional information see “Item 1. Business—Competition.”

Economic Conditions May Adver sely Affect Our Liquidity and Financial Condition.

Recent significant declinesin the values of mortgage-backed securities and derivative securitiesissued by financial institutions, government
sponsored entities, and major commercial and investment banks have led to decreased confidence in financial markets among borrowers, lenders,
and depositors, aswell as disruption and extreme volatility in the capital and credit markets and the failure of some entitiesin the financial sector.
Asaresult, many lenders and institutional investors have reduced or ceased to provide funding to borrowers. Continued turbulence in the capital
and credit markets may adversely affect our liquidity and financial condition and the willingness of certain counterparties and customers to do
business with us.

We Operatein a Highly Regulated Environment and May Be Adver sely Affected by Changesin Laws and Regulations.

We are subject to extensive regulation, supervision, and examination by the Office of Thrift Supervision (the“OTS"), the FDIC and the
Pennsylvania Department of Banking. Such regulators govern the activities in which we may engage, primarily for the protection of depositors.
These regulatory authorities have extensive discretion in connection with their supervisory and enforcement activities, including the imposition of
restrictions on the operation of abank, the classification of assets by a bank, theimposition of higher capital requirements, and the adequacy of a
bank’s allowance for credit losses. Any change in such regulation and oversight, whether in the form of regulatory policy, regulations, or
legislation, could have a material impact on us and our operations. We believe that we are in substantial compliance with applicable federal, state
and local laws, rules and regulations. Because our businessis highly regulated, the laws, rules and applicabl e regulations are subject to regular
modification and change. There can be no assurance that proposed laws, rules and regulations, or any other laws, rules or regulations, will not be
adopted in the future, which could make compliance more difficult or expensive or otherwise adversely affect our business, financial condition or
prospects.

The Soundness of Other Financial Services|Institutions May Adversely Affect Our Credit Risk.
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Werely on other financial servicesinstitutions through trading, clearing, counterparty, and other relationships. We maintain limits and
monitor concentration levels of our counterparties as specified in our internal policies. Our reliance on other financial services institutions exposes
usto credit risk in the event of default by these institutions or counterparties. These losses could adversely affect our results of operations and
financial condition.

Any Future FDIC Insurance Premiums or Required Prepayments of Assessments Will Adversely Impact Our Earnings.

On May 22, 2009, the FDIC adopted afinal rulelevying afive basis point special assessment on each insured depository institution’s assets
minus Tier 1 capital as of June 30, 2009. The special assessment was payable on September 30, 2009. We recorded an expense of $400,000 during
the quarter ended June 30, 2009 to reflect the special assessment. In lieu of another special assessment, on September 27, 2009, the FDIC board
proposed arequirement that insured institutions prepay their estimated quarterly risk-based assessments for the fourth quarter of 2009, aswell as
for al of 2010, 2011 and 2012, and, in addition, increased assessment rates on deposit insurance premiums by three basis points effective January 1,
2011.

FDIC guidance provides that as of December 31, 2009, and each quarter thereafter, each insured institution will be required to record an
expense for itsregular quarterly assessment and an offsetting credit to the prepaid assessment until the asset is exhausted. Once the asset is
exhausted, the institution would resume paying and accounting for quarterly deposit insurance assessments asit currently does. Any further
special assessments that the FDIC levies will be recorded as an expense during the appropriate period. The prepayment of the future premiums,
coupled with any future assessments, could have amaterial adverse effect on our results of operations and/or financial condition.

A Substantial Declinein the Value of Our FHL Bank Pittsburgh Common Stock May Adver sely Affect Our Financial Condition.

We own common stock of the FHL Bank Pittsburgh (“FHLB") in order to qualify for membership in the Federal Home L oan Bank system,
which enables us to borrow funds under the Federal Home Loan Bank advance program. The carrying value and fair market value of our FHLB
common stock was $20.7 million as of September 30, 2009.

Recent published reportsindicate that certain member banks of the Federal Home Loan Bank system may be subject to asset quality risks
that could result in materially lower regulatory capital levels. In an extreme situation, it is possible that the capitalization of a Federal Home Loan
Bank, including the FHL B, could be substantially diminished or reduced to zero. Consequently, given that there is no market for our FHLB common
stock, we believe that thereis arisk that our investment could be deemed other than temporarily impaired at some time in the future. If this occurs,
it may adversely affect our results of operations and financial condition.

If the capitalization of the FHL B is substantially diminished and if it reduces or suspends its dividend, our liquidity may be adversely
impaired if we are not able to obtain an alternative source of funding.

Item 1B. Unresolved Staff Comments
Not applicable.
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Item 2. Properties
The following table provides certain information as of September 30, 2009 with respect to our main office located in Stroudsburg,
Pennsylvania, and our thirteen full service branch offices.

Year Acquired
L ocation Leased or Owned or Leased Squar e Footage

Main Office:

200 Palmer Street
Stroudsburg, PA 18360 Owned 2003 36,000

Full Service Branches:

Route 940
HC 1 Box 1192
Blakeslee, PA 18610 Owned 2002 2,688

Route 209 & Lake Mineola Road
P.O. Box 35
Brodheadsville, PA 18301 Owned 1983 4,100

Route 209
7001 Milford Road
East Stroudsburg, PA 18324 Leased 1997 1,700

Routes 209 & 447
695 North Courtland Street
East Stroudsburg, PA 18301 Leased 1999 420

75 Washington Street
East Stroudsburg, PA 18301 Owned 1966 3,300

Route 209
P.O. Box 1009
Marshalls Creek, PA 18335 Leased 1991 2,627

Mount Pocono Plaza
601 Route 940
Mt. Pocono, PA 18344 Leased 1999 536

1309 Blue Valley Drive
Pen Argyl, PA 18072 Leased 2001 444

744 Main Street
P.O.Box L
Stroudsburg, PA 18360 Owned 1985 12,000

Route 611
1070 North Ninth Street
Stroudsburg, PA 18360 Leased 2000 488
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Route 611
RR1 Box 402
Tannersville, PA 18372 Leased

Route 209 & Weir Lake Road
P.O. Box 271
Brodheadsville, PA 18322 Leased

Route 611
Tannersville Plaza
Tannersville, PA 18372 Leased

Other Properties

746-752 Main Street
Stroudsburg, PA 18360 Owned

The net book value of our premises, land and equipment was $10.6 million at September 30, 20009.

Item 3. L egal Proceedings

1993

1997

2007

2005

611

576

2,500

4,650

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 amaterial adverse effect on the Company’sresults of operations.

Item 4. Submission of MatterstoaVote of Security Holders
During the fourth quarter of the fiscal year covered by thisreport, the Company did not submit any matters to the vote of security holders.

PART 11

Item 5. Market for Registrant’s Common Equity, Related Stockholder Mattersand Issuer Purchases of Equity Securities

Our shares of common stock are traded on the Nasdaq Global Market under the symbol “ESSA”. The approximate number of holders of
record of ESSA Bancorp, Inc.’s common stock as of September 30, 2009 was 2532. Certain shares of ESSA Bancorp, Inc. are held in “nomineg” or
“street” name and accordingly, the number of beneficial owners of such sharesis not known or included in the foregoing number. The following
tables present quarterly market information for ESSA Bancorp, Inc.’s common stock for the periods ended September 30, 2008 and September 30,
2009. The following information was provided by the Nasdag Stock Market.

Fiscal 2009 High Low Dividends
Quarter ended September 30, 2009 $13.90 $1253 $694,000
Quiarter ended June 30, 2009 1407 1282 551,000
Quarter ended March 31, 2009 1425 1140 558,000
Quarter ended December 31, 2008 1413 1113 594,000
Fiscal 2008 High Low Dividends
Quarter ended September 30, 2008 $14.10 $12.90 $625,000
Quarter ended June 30, 2008 1295 1150 625,000
Quarter ended March 31, 2008 12.17 1050 —

Quarter ended December 31, 2007 11.90 9.56 —
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The Board of Directors has the authority to declare cash dividends on shares of common stock, subject to statutory and regulatory
requirements. We began to pay quarterly cash dividendsin the third quarter of fiscal 2008. In determining whether and in what amount to pay a
cash dividend in the future, the Board will take into account a number of factors, including capital requirements, our consolidated financial
condition and results of operations, tax considerations, statutory and regulatory limitations and general economic conditions. No assurances can
be given that cash dividends will not be reduced or eliminated in the future.

The sources of funds for the payment of a cash dividend are the retained proceeds form theinitial sale of shares of common stock and
earnings on those proceeds, interest and principal paymentswith respect to ESSA Bancorp, Inc.’sloan to the Employee Stock Ownership Plan, and
dividends from ESSA Bank & Trust. For adiscussion of the limitations applicable to ESSA Bank & Trust's ability to pay dividends, see
“Business—Supervision and Regulation.”

Stock Performance Graph

Set forth hereunder is a stock performance graph comparing (a) the cumulative total return on the common stock between April 4, 2007 and
September 30, 2009, (b) the cumulative total return on stock included in the SNL Thrift Index over such period, and (c) the cumulative total return
on stocksincluded in the Russell 2000 Index over such period. Cumulative return assumes the reinvestment of dividends, and is expressed in
dollars based on an assumed investment of $100.

There can be no assurance that the ESSA Bancorp, Inc.'s stock performance will continue in the future with the same or similar trend
depicted in the graph. ESSA Bancorp, Inc. will not make or endorse any predictions as to future stock performance.

ESSA BANCORP, INC.

Total Return Performance

100
3
2 a0
60
== ESSA Bancorg, Inc.
40 —— SML Thrift Irede
= Rzl 2000
¥l
Q07 QGANDT QgannT 12807 07108 OE2008 05204048 122108 0331 06 DEA0NG DG2004
Period Ending
I ndex 04/04/07 06/30/07 09/30/07 12/31/07 03/31/08 06/30/08 09/30/08 12/31/08 03/31/09 06/30/09 09/30/09
ESSA Bancorp, Inc. 100.00 9380 9465 9550 99.75 106.62 118.72 121.03 114.38 117.83 114.32
SNL Thrift Index 100.00 9824 91.79 6444 6145 5083 4728 4101 3437 3444 3621
Russell 2000 100.00 10310 9991 9534 8590 8641 8544 6313 5369 6479 77.29

Source : SNL Financia LC, Charlottesville, NC
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On May 27, 2008, the Board of Directors approved a stock repurchase program and authorized the repurchase of up to 15% of the Company’s
outstanding shares of common stock. In June, 2009 the Company announced the completion of its 15% repurchase program after having purchased
2,547,135 shares at aweighted average cost of $13.14. Also in June, 2009 the Company announced a second repurchase program to purchase up to
an additional 10% of its outstanding stock. Stock repurchases will be made from time to time and may be effected through open market purchases,
block trades and in privately negotiated transactions. Repurchased stock will be held astreasury stock and will be available for general corporate
purposes. No time limit was placed on the duration of the share repurchase program. As of September 30, 2009, 112,000 shares have been

repurchased as described in the following table:

Company Purchases of Common Stock

Total number

of shares
purchased as Maximum
part of number of shares
publicly that may yet be
Total number Averageprice announced purchased under
of shares paid per plans or the plans or
Period purchased share programs programs
July 1, 2009 through July 31, 2009 — — — 1,499,062
August 1, 2009 through August 31, 2009 53,300 13.40 53,300 1,445,762
September 1, 2009 through September 30, 2009 58,700 12.73 58,700 1,387,062
Total 112,000 13.05 112,000
Item 6. Selected Financial Data

Thefollowing information is derived from the audited consolidated financial statements of ESSA Bancorp, Inc. For additional information,
reference is made to “Management'’s Discussion and Analysis of Financial Condition and Results of Operations” and the Consolidated Financial

Statements of ESSA Bancorp, Inc. and related notesincluded el sewherein this Annual Report.

At September 30,
2009 2008 2007 2006 2005
(In thousands)

Selected Financial Condition Data:
Total assets $1,042,119 $993482 $910415 $725,796 $656,066
Cash and cash equivalents 18,593 12,614 16,779 12,730 20,290
Investment securities:

Availablefor sale 217566 204,078 205,267 89,122 62,506

Held to maturity 6,709 11,857 17,130 19,715 21,505
Loans, net 733580 706,890 619,845 556,677 508,981
Federal Home Loan Bank stock 20,727 19,188 16,453 13,675 11,916
Premises and equipment 10,620 10,662 11,277 11,447 11,560
Bank owned life insurance 15,072 14,516 13,941 13,376 12,864
Deposits 408,855 370,529 384,716 402,153 374,759
Borrowed funds 438598 412,757 313,927 259,299 221,479
Equity 185,506 200,086 204,692 58,337 54,371
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Selected Data:

Interest income
Interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses
Non-interest income
Non-interest expense

Income (loss) beforeincome tax expense
Income tax expense

Net income (10ss)

Earnings (loss) per share !
Basic
Diluted

1

Selected Financial Ratios and Other Data:

Performance Ratios:

Return on average assets

Return on average equity

Interest rate spread (1)

Net interest margin (2)

Efficiency ratio (3)

Noninterest expense to average total assets

Average interest-earning assets to average interest-bearing liabilities

Asset Quality Ratios:

Non-performing assets as a percent of total assets
Non-performing loans as a percent of total loans

Allowance for loan losses as a percent of non-performing loans
Allowance for loan losses as a percent of total loans

Capital Ratios:

Total risk-based capital (to risk weighted assets)

Tier 1 risk-based capital (to risk weighted assets)
Tangible capital (to tangible assets)

Tier 1 leverage (core) capital (to adjusted tangibl e assets)
Average equity to average total assets

Other Data:
Number of full service offices

For the Year Ended September 30,

Earnings per share for 2007 are cal culated for the period beginning with the Company’s date of conversion of April 3, 2007.

2009 2008 2007 2006 2005
(In thousands)
$52,733 $52,065 $45,510 $36,451 $31,919
23,739 25642 23,805 19,217 14,323
28994 26423 21,705 17,234 17,596
1,500 900 360 300 550
27494 25523 21,345 16934 17,046
5,728 4,803 5,496 5,518 5,281
24113 21,181 31,185 16,685 16,493
9,109 9,145 (4,344) 5,767 5,834
2,553 3,068 782 1,813 1,383
$ 6556 $6077 $(5126) $ 3954 $ 4451
$ 047 $ 039 $(047) $ N/A $ N/A
$ 047 $ 038 $ (047) $ N/A $ N/A
At or For the Year Ended September 30,
2009 2008 2007 2006 2005

0.64% 0.63% (0.62)% 0.58% 0.72%
3.42% 2.92% (3.88)% 6.96% 8.42%
2.40% 2.09% 2.18% 2.46% 2.85%
2.93% 2.88% 2.78% 2.70% 3.04%
69.45% 67.83% 116.18% 73.33% 72.09%
2.34% 2.21% 3.78% 2.45% 2.67%
123.00% 128.60% 120.21%  108.00% 107.69%
0.74% 0.40% 0.06% 0.07% 0.10%
0.70% 0.55% 0.09% 0.08% 0.12%
112.82% 124.81% 757.83%  809.87%  588.93%
0.79% 0.69% 0.67% 0.69% 0.70%
31.00% 30.30% 32.84% 15.77% 15.55%
29.86% 29.42% 31.88% 14.79% 14.59%
15.17% 15.50% 16.61% 8.06% 8.30%
15.17% 15.50% 16.61% 8.06% 8.30%
18.59% 21.77% 15.98% 8.36% 8.55%

13 13 13 12 12

(1) Theinterest rate spread represents the difference between the weighted-average yield on afully tax equivalent basis on interest-earning

assets and the weighted-average cost of interest-bearing liabilities for the year.

(2) Thenet interest margin represents net interest income on afully tax equivalent basis as a percent of average interest-earning assets for the

year.

(3) Theefficiency ratio represents non-interest expense divided by the sum of net interest income and non-interest income.
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Item 7.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

Business Strategy

Our business strategy isto grow and improve our profitability by:

Increasing customer relationships through the offering of excellent service and the distribution of that service through effective
delivery systems;

Continuing to transform into afull service community bank by meeting the financial services needs of our customers;
Continuing to develop into a high performing financial institution, in part by increasing interest revenue and fee income;
Remaining within our risk management parameters; and

Employing affordable technology to increase profitability and improve customer service.

We intend to continue to pursue our business strategy, subject to changes necessitated by future market conditions and other factors. We
also intend to focus on the following:

Increasing customer relationships through a continued commitment to service and enhancing products and delivery systems. We
will continue to increase customer relationships by focusing on customer satisfaction with regard to service, products, systems and
operations. We have upgraded and expanded certain of our facilities, including our corporate center, to provide additional capacity to
manage future growth and expand our delivery systems.

Continuing to transform into a full-service community bank. We continue to transform from atraditional savings association into a
full-service community bank. During the last several years, we have begun to offer awide variety of commercial loans and deposits, as
well astrust and brokerage services.

Continuing to develop into a high performing financial institution. We will continue to enhance profitability by focusing on
increasing non-interest income as well as increasing commercial products, including commercial rea estate lending, which often have a
higher profit margin than more traditional products. We also will pursue lower-cost commercial deposits as part of this strategy.

Remaining within our risk management parameters. We place significant emphasis on risk management and compliance training for
al of our directors, officers and employees. We focus on establishing regulatory compliance programs to determine the degree of such
compliance and to maintain the trust of our customers and community.

Employing cost-effective technology to increase profitability and improve customer service. We will continue to upgrade our
technology in an efficient manner. We have implemented new software for marketing purposes and have upgraded both our internal
and external communication systems.

Continuing our emphasis on commercial real estate lending to improve our overall performance. Weintend to continue to

emphasize the origination of higher interest rate margin commercial real estate |oans as market conditions, regulations and other factors
permit. We have expanded our commercial banking capabilities by adding experienced commercial bankers, and enhancing our direct
marketing effortsto local businesses.
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+  Expanding our banking franchise through branching and acquisitions. We will attempt to use the net proceeds from the offering, as
well as our new stock holding company structure, to expand our market footprint through de novo branching aswell as through
acquisitions of banks, savings institutions and other financial service providersin our primary market area. We will also consider
establishing de novo branches or acquiring financial institutionsin contiguous counties. We have begun construction on a new
branch in Monroe County. We expect this branch to open in February, 2010. We have also signed | eases to establish two supermarket
branchesin Northampton County and one supermarket branch in Lehigh County. We expect these branches to open during our third
fiscal quarter. Wewill continue to review and assess | ocations for new branches both within Monroe County and the contiguous
counties around Monroe. There can be no assurance that we will be able to consummate any acquisitions or establish any additional
new branches. We may explore acquisition opportunitiesinvolving other banks and thrifts, and possibly financial service companies,
when and as they arise, as a means of supplementing internal growth, filling gapsin our current geographic market area and expanding
our customer base, product lines and internal capabilities, although we have no current plans, arrangements or understandings to make
any acquisitions.

* Maintaining the quality of our loan portfolio. Maintaining the quality of our loan portfolio isakey factor in managing our growth.
Wewill continue to use customary risk management techniques, such as independent internal and external loan reviews, risk-focused
portfolio credit analysis and field inspections of collateral in overseeing the performance of our loan portfolio.

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 | osses, management makes significant estimates and has identified this policy as one of our most critical. The
methodology for determining the allowance for |oan losses is 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 changes in the economic environment that could result in
changes to the amount of the recorded allowance for loan losses.

Asasubstantial amount of our loan portfolio is 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 aquarterly 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 adequacy 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.

The analysis of the allowance for loan 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 value 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
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remaining loans by type of loan, risk weighting (if applicable) and payment history. We also analyze historical |oss 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 |osses we have
established which could have amaterial negative effect on our financial results.

Other-than-Temporary I nvestment Security | mpairment. Securities are evaluated periodically to determine whether adeclinein their valueis
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 value is not necessarily favorable, or that thereisalack of
evidence to support arealizable value equal to or greater than the carrying value of the investment. Once a declinein value is determined to be
other-than-temporary, the value of the security isreduced and a corresponding charge to earningsis recognized.

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
taxableincome in the years in which those temporary differences are expected to be recovered or settled. If current available information raises
doubt as to the realization of the deferred tax assets, a valuation allowance is established. We consider the determination of this valuation
allowanceto be a critical 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 a valuation allowance would be established through a
charge to income tax expense which would adversely affect our operating results.

Comparison of Financial Condition at September 30, 2009 and September 30, 2008

Total Assets. Total assetsincreased $48.6 million, or 4.9%, to $1.04 billion at September 30, 2009, compared to $993.5 million at September 30,
2008. Thisincrease was primarily due to increasesin net loans receivable, interest-bearing deposits with other banks and investment securities
available for sale offset in part by decreases in cash and due from banks and investment securities held to maturity.

Cash and Due from Banks. Cash and due from banks decreased $1.3 million or 15.3% to $7.1 million at September 30, 2009 from $8.4 million at
September 30, 2008. The primary reason for this decrease was a decrease in the Company’s cash balance at the Federal Reserve Bank of
Philadel phiawhich was partially offset by increases in the Company’s cash on hand at the Bank’s branch locations. Both of these cash balances
fluctuate based on the customer trends and demands within our branch network.

I nterest-Bearing Deposits with Other | nstitutions. Interest-bearing deposits with other institutions increased $7.3 million, or 171.5%, to $11.5
million at September 30, 2009 from $4.2 million at September 30, 2008. The primary reason for the increase was an increase in the Company’ sinterest
bearing demand deposit account at the FHLBank Pittsburgh of $7.3 million.

I nvestment Securities Available for Sale. Investment securities available for sale increased $13.5 million, or 6.6% to $217.6 million at
September 30, 2009 from $204.1 million at September 30, 2008. The increase was due primarily to an increase of $40.3 million in the Company’s
portfolio of mortgage-backed securities issued by United States sponsored agencies or entities offset in part by a$27.1 million decrease in the
Company'’s portfolio of United States government agency securities. The growth in the mortgage-backed securities was due to the reinvestment of
the proceeds from United States government agency security maturities, the investment of approximately $20.0 million in mortgage-backed
securitiesissued by United States government sponsored agencies or entities as part of aleverage strategy to take advantage of the steepening
yield curve, and the partia reinvestment of the proceeds from the sale of $26.4 million of thirty year, fixed rate mortgage loans.
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I nvestment Securities Held to Maturity. Investment securities held to maturity decreased $5.1 million or 43.4% to $6.7 million at
September 30, 2009 from $11.9 million at September 30, 2008. The primary reasons for this decrease were the maturities of U.S. Government Agency
Securities and repayments received on mortgage-backed securitiesissued by U.S. Government Agencies.

Net Loans. Net loans increased $26.7 million, or 3.8%, to $733.6 million at September 30, 2009 from $706.9 million at September 30, 2008. Loan
growth was primarily attributable to growth in several product categories as aresult of our continued marketing efforts and a decrease in the
number of non-financial institution competitors. One-to four-family residential mortgages increased by $31.8 million to $603.8 million at
September 30, 2009 from $572.0 million at September 30, 2008. For the same period, commercid real estate loans decreased by $1.5 million to $68.0
million at September 30, 2009 from $69.5 million at September 30, 2008, construction loans outstanding decreased by $6.5 to $1.7 million at
September 30, 2009 from $8.3 million at September 30, 2008, and commercial loansincreased by $4.5 million to $16.5 million at September 30, 2009
from $12.0 million at September 30, 2008.

Federal Home Loan Bank Stock. Federal Home Loan Bank stock increased $1.5 million, or 3.8%, to $20.7 million at September 30, 2009 from
$19.2 million at September 30, 2008. The Bank is a member of the Federal Home Loan Bank System. As amember, the Bank maintains an investment
in the capital stock of the FHLBank Pittsburgh in an amount not less than 70 basis points of the outstanding unused FHLB borrowing capacity or
1/20 of its outstanding FHL B borrowings, whichever is greater, as cal culated throughout the year. FHLBank Pittsburgh borrowings outstanding at
September 30, 2009 were $343.6 million compared to borrowings of $367.8 million at September 30, 2008.

Deposits. Depositsincreased by $38.3 million, or 10.3%, to $408.9 million at September 30, 2009 from $370.5 million at September 30, 2008. The
increase in deposits was primarily due to increases in money market accounts of $34.5 million, savings and club accounts of $4.9 million and
brokered certificates of deposit of $11.0 million offset in part by a decreasein retail certificates of deposit of $11.3 million. Theincreasein brokered
certificates was the result of the Company’ s decision to purchase certificates based on the cost of those certificates compared to other available
funding sources. Money market accountsincreased in part in response to rate promotions for that product along with customers reinvesting
proceeds of certificate of deposit maturities. At September 30, 2009, the Company had $22.0 million of brokered certificates of deposit outstanding.

Borrowed Funds. Borrowed funds, short term and other, increased $25.8 million or 6.3% to $438.6 million at September 30, 2009 from $412.8
million at September 30, 2008. Included in borrowed funds at September 30, 2009 were $65.0 million of repurchase agreements with various financial
ingtitution third parties. Except for these borrowings all borrowed funds are from the FHL Bank Pittsburgh or the Federal Reserve Bank of
Philadelphia. Theincrease in borrowed funds was primarily due to the need to fund additional loan growth and to purchase investment securities
and certificates of deposit.

Stockholders’ Equity. Stockholders' equity decreased by $14.6 million, or 7.3% to $185.5 million at September 30, 2009 from $200.1 million at
September 30, 2008. This decrease was primarily the result of stock repurchases of $24.9 million funded by proceeds of investment maturities and
the payment of cash dividends of $2.4 million which were partially offset by net income of $6.6 million for the year ending September 30, 2009 and
anincreasein the unrealized gains, net of taxes on available for sale securities of $4.4 million at September 30, 2009 compared to September 30, 2008.

Comparison of Operating Resultsfor the YearsEnded September 30, 2009 and September 30, 2008

Net Income. Net income increased $479,000 to $6.6 million for the fiscal year ended September 30, 2009 from $6.1 million for thefiscal year
ended September 30, 2008. The increase was primarily the result of increasesin net interest income and non-interest income, and a one time tax
benefit related to the writedown of Fannie Mae preferred stock. These increases were partially offset by increases in non-interest expense.

Net I nterest Income. Net interest income increased by $2.6 million, or 9.7%, to $29.0 million for fiscal year 2009 from $26.4 million for fiscal
year 2008. The increase was primarily attributable to an increase of 31 basis
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pointsin the interest rate spread to 2.40% for fiscal year 2009 from 2.09% for fiscal year 2008, which was partially offset by adecreasein net
average interest-earning assets of $19.5 million.

I nterest Income. Interest income increased $668,000 or 1.3% to $52.7 million for fiscal year 2009 from $52.1 million for fiscal year 2008. The
increase resulted from a $69.6 million increase in average interest-earning assets which had the effect of increasing interest income by $4.3 million.
Thisincrease was partially offset by a 33 basis point decrease in the overall yield on interest earning assets to 5.35% for fiscal year 2009, from
5.68% for fiscal year 2008 which decreased interest income by $3.6 million. The average balance of loans during 2009 increased $68.1 million over
the average balance during 2008, along with a decrease in the average balance of investment securities of $37.2 million and an increase in mortgage-
backed securities of $38.4 million. In addition, average Federal Home L oan Bank stock increased $2.6 million along with a decrease in the average
balance of other interest earning assets of $2.4 million. The primary reason for the decrease in investment securities was the partial reinvestment of
maturities into mortgage-backed securities along with the use of maturities to repurchase Company stock. The primary reason for theincreasein
mortgage backed securities was the partial reinvestment of oan sale proceeds, borrowing proceeds and maturing investment proceeds into these
assets. Average FHLB stock increased as aresult of the Bank’s increase in borrowings from the FHLBank Pittsburgh. Asamember of the FHLB
system, the Bank maintains an investment in the capital stock of the FHLBank Pittsburgh in an amount not less than 70 basis points of the
outstanding unused FHL B borrowing capacity or 1/20 of its outstanding FHL B borrowings, whichever is greater, as cal culated throughout the year.
On December 23, 2008, the FHLBank Pittsburgh notified its members, including the Company, that it was suspending the payment of dividendson
its capital stock and the repurchase of excess capital stock until further notice. The decrease in average other interest earning assets was the result
of adecrease in the average balance of interest earning deposits held by the Company in its FHL Bank Pittsburgh demand account of $2.4 million.
The average yield on loans decreased to 5.76% for the fiscal year 2009, from 6.03% for the fiscal year 2008. The average yields on investment
securities decreased to 3.89% from 4.77% and the average yields on mortgage backed securities decreased to 4.77% from 4.93% for the 2009 and
2008 periods, respectively.

I nterest Expense. Interest expense decreased $1.9 million, or 7.4% to $23.7 million for fiscal year 2009 from $25.6 million for fiscal year 2008.
The decrease resulted from an $89.1 million increase in average interest-bearing liabilities, which had the effect of increasing interest expense by
$1.0 million. Thisincrease was more than offset by a64 basis point decrease in the overall cost of interest-bearing liabilities to 2.95% for fiscal 2009
from 3.59% for fiscal 2008, which decreased interest expense by $2.9 million. Average savings and club accountsincreased by $518,000, average
NOW accounts decreased $811,000, average money market accounts increased $36.8 million and average certificates of deposit decreased $14.4
million. For fiscal 2009, average borrowed funds increased $67.0 million over 2008. The cost of money market accounts decreased to 1.68% for fiscal
year 2009 from 2.90% for fiscal year 2008. The cost of certificates of deposit decreased to 3.26% from 4.19% and the cost of borrowed funds
decreased to 3.85% from 4.48% for fiscal 2009 and 2008, respectively.

Provision for Loan Losses. ESSA Bancorp, Inc. establishes provisions for loan losses, which are charged to earnings, at alevel necessary to
absorb known and inherent losses that are both probable and reasonably estimable at the date of the financial statements. In evaluating the level of
the allowance for loan |osses, management considers historical 10ss experience, the types of loans and the amount of loansin the loan portfolio,
adverse situations that may affect the borrower’s ability to repay, the estimated value of any underlying collateral, peer group information and
prevailing economic conditions. This evaluation isinherently subjective asit requires estimates that are susceptible to significant revision as more
information becomes available or as future events occur. After an evaluation of these factors, management made a provision of $1.5 million for
fiscal year 2009 compared to a $900,000 provision for the 2008 fiscal year. At September 30, 2009 the Company had six commercial |oan relationships
whose loans were judged by management to be impaired. Four commercial real estate relationships with combined outstanding loans of $760,000
were allocated a specific loan loss allowance of $104,000. Two commercial business rel ationshi ps with combined loans of $122,000 were allocated a
specific loan loss allowance of $44,000. These specific allowance allocations were also considered in the Company’s evaluation for its provision for
loan losses for the fiscal year ended September 30, 2009. The allowance for loan losses was $5.8 million or 0.79% of loans outstanding at
September 30, 2009, compared to $4.9 million, or 0.69% of |oans outstanding at September 30, 2008.

Determining the amount of the allowance for |oan losses necessarily involves a high degree of judgment. Management reviews the level of
the allowance on a quarterly basis, and establishes the provision for |oan losses
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based on the factors set forth in the preceding paragraph. Historically, the Bank’sloan portfolio has consisted primarily of one-to four-family
residential mortgage |oans. However, our current business plan calls for increasesin commercial real estate |oan originations. As management
evaluates the allowance for |oan losses, the increased risk associated with larger non-homogenous commercial real estate may result in large
additionsto the allowance for loan lossesin future periods. Loans secured by commercial real estate generally expose alender to greater risk of
non-payment and loss than one-to-four family residential mortgage |oans because repayment of the loans often depends on the successful
operation of the property and the income stream of the underlying property. Additionally, such loanstypically involve larger loan balances to
single borrowers or groups of related borrowers compared to one-to-four family residential mortgage loans. Accordingly, an adverse development
with respect to one loan or one credit relationship can expose us to greater risk of loss compared to an adverse devel opment with respect to aone-
to-four family residential mortgage loan.

Although we believe that we use the best information available to establish the allowance for 1oan losses, future additions to the allowance
may be necessary, based on estimates that are susceptible to change as aresult of changes in economic conditions and other factors. In addition,
the Office of Thrift Supervision, as an integral part of its examination process, will periodically review our alowance for loan losses. This agency
may reguire us to recognize adjustments to the allowance, based on its judgments about information available to it at the time of its examination.

Non-Interest Income. Non-interest income increased $925,000 or 19.3%, to $5.7 million for the year ended September 30, 2009, from $4.8
million for the comparable 2008 period. The increase was primarily attributable to an other-than temporary-impairment (OTTI) pretax charge takenin
September 2008 of $802 related to Fannie Mae preferred stock the Company owns compared to a $68,000 OTTI charge taken in fiscal 20009.
Excluding the one time charges, noninterest income increased $191,000, or 3.4% for the year ended September 30, 2009, compared to the year ended
September 30, 2008. Thisincrease was primarily due to increasesin gain on sale of loans, net of $430,000 and gain on sale of investments, net of
$178,000 which were partially offset by decreases in service fees on deposit accounts of $299,000 for fiscal 2009 compared to fiscal 2008.

Non-I nterest Expense. Non-interest expense increased $2.9 million, or 13.8%, to $24.1 million for fiscal year 2009 from $21.2 million for the
comparable period in 2008. The primary reasons for the increase were increases in compensation and employee benefits of $1.9 million, FDIC
premiums of $634,000 and other noninterest expense of $288,000. Compensation and employee benefits increased primarily as aresult of an increase
of $1.4 million for the year ended September 30, 2009, related to the Company’s equity incentive plan. FDIC premiumsincreased as aresult of a
special assessment of $400,000 along with increasesin the quarterly regular FDIC assessment. Other noninterest expense increased primarily asa
result of anincreasein foreclosed real estate related expenses of $232,000.

Income Taxes. Income tax expense of $2.6 million was recognized for fiscal year 2009 compared to an income tax expense of $3.1 million
recognized for fiscal year 2008. The decrease was primarily the result of a one-time tax benefit of $317,000 related to the Company’s other than
temporary impairment (OTTI) charge taken in the previous year. The OTTI charge related to Fannie Mae perpetual preferred stock held in the
Company’s available for sale portfolio.

Comparison of Operating Resultsfor the Years Ended September 30, 2008 and September 30, 2007

Net Income. Net incomeincreased $11.2 million to $6.1 million for the fiscal year ended September 30, 2008 from anet loss of $5.1 million for
the fiscal year ended September 30, 2007. The increase was primarily the result of a$12.7 million pre-tax charitable contribution to the ESSA Bank &
Trust Foundation. The contribution was made in conjunction with the Company’sinitial public stock offering, which was consummated on April 3,
2007, and was detailed in the Company’s prospectus.

Net I nterest Income. Net interest income increased by $4.7 million, or 21.7%, to $26.4 million for fiscal year 2008 from $21.7 million for fiscal
year 2007. The increase was primarily attributable to an increase in net average interest-earning assets of $72.9 million offset, in part, by a decrease
of 9 basispointsin theinterest rate spread to 2.09% for fiscal year 2008 from 2.18% for fiscal year 2007.
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I nterest | ncome. Interest income increased $6.6 million, or 14.4% to $52.1 million for fiscal year 2008 from $45.5 for fiscal year 2007. The
increase resulted from a $137.5 million increase in average interest-earning assets which had the effect of increasing interest income by $7.7 million.
In addition, there was a 16 basis point increase in the overall yield on interest earning assetsto 5.68% for fiscal year 2008, from 5.84% for fiscal year
2007 which increased interest income by $1.1 million. Loans increased on average $78.7 million between the two periods, along with increasesin the
average balances of investment securities of $7.7 million and mortgage-backed securities of $53.0 million. In addition, average Federal Home Loan
Bank stock increased $3.2 million along with an increase in the average balance of other interest earning assets of $5.2 million. The primary reasons
for theincrease in investment securities and mortgage-backed securities was the partial reinvestment of borrowing proceedsinto these assets
along with the investment of the majority of the net proceeds from the stock offering into short-term, investment grade debt and mortgage-backed
securitiesissued by United States government sponsored agencies or entities. Average FHLB stock increased as aresult of the Bank’sincreasein
borrowings from the FHL Bank Pittsburgh. Asamember of the FHLB system, the Bank maintains an investment in the capital stock of the FHLBank
Pittsburgh in an amount not |ess than 70 basis points of the outstanding unused FHLB borrowing capacity or /20 of its outstanding FHLB
borrowings, whichever is greater, as cal culated throughout the year. The decrease in average other interest earning assets was the result of a
decrease in the average balance of interest earning deposits held by the Company in its FHLBank Pittsburgh demand account of $2.0 million.
Funds received during the Company’s stock offering contributed to an increase in the Bank’s FHL Bank Pittsburgh average demand deposit
account balance for the year ended September 30, 2007. The average yield on loans decreased to 6.03% for the fiscal year 2008, from 6.10% for the
fiscal year 2007. The average yields on investment securities decreased to 4.77% from 5.11% and the average yields on mortgage backed securities
increased to 4.93% from 4.92% for the 2008 and 2007 periods, respectively.

I nterest Expense. Interest expenseincreased $1.8 million, or 7.7% to $25.6 million for fiscal year 2008 from $23.8 million for fiscal year 2007.
Theincrease resulted from a $64.6 million increase in average interest-bearing liabilities, which had the effect of increasing interest expense by $3.4
million. In addition, there was a 7 basis point decrease in the overall cost of interest-bearing liabilities to 3.59% for fiscal 2008 from 3.66% for fiscal
2007, which decreased interest expense by $1.6 million. Average savings and club accounts decreased by $12.4 million, average NOW accounts
decreased $5.8 million, average money market accounts increased $22.7 million and average certificates of deposit decreased $36.0 million. For the
same comparative periods, average borrowed funds increased $96.1 million over 2007. The cost of money market accounts decreased to 2.9% for
fiscal year 2008 from 3.12% for fiscal year 2007. The cost of certificates of deposit decreased to 4.19% from 4.48% and the cost of borrowed funds
decreased to 4.48% from 4.81% for fiscal 2008 and 2007, respectively.

Provision for Loan Losses. ESSA Bancorp, Inc. establishes provisions for loan losses, which are charged to earnings, at alevel necessary to
absorb known and inherent | osses that are both probabl e and reasonably estimable at the date of the financial statements. 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 the borrower’s ability to repay, the estimated value of any underlying collateral, peer group information and
prevailing economic conditions. This evaluation isinherently subjective asit requires estimates that are susceptible to significant revision as more
information becomes available or as future events occur. After an evaluation of these factors, management made a provision of $900,000 for fiscal
year 2008 compared to a $360,000 provision for 2007 fiscal year. At September 30, 2009 the Company had two commercial loan rel ationships whose
loans were judged by management to be impaired. A commercial real estate relationship with combined outstanding loans of $2.5 million was
allocated a specific loan loss allowance of $457,000. A commercial business relationship with combined loans of $201,000 was all ocated a specific
loan loss allowance of $77,000. These specific allowance allocations were also considered in the Company’s evaluation for its provision for loan
losses for the fiscal year ended September 30, 2008. The allowance for loan losses was $4.9 million or 0.69% of loans outstanding at September 30,
2008, compared to $4.2 million, or 0.67% of |oans outstanding at September 30, 2007.

Non-I nterest | ncome. Non-interest income decreased $693,000, or 12.6%, to $4.8 million for the year ended September 30, 2008, from $5.5
million for the comparable 2007 period. The decrease was primarily attributable to the one time other-than temporary-impairment pretax charge of
$802,000 related to Fannie Mae preferred stock the Company owns. Excluding the one time charge, noninterest income increased $109,000, or 2.0%,
for the year ended September 30, 2008, compared to the year ended September 30, 2007. Thisincrease was
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primarily due to increasesin service charges and fees on loans of $37,000 and trust and investment fees of $100,000 for fiscal 2008 compared to
fiscal 2007.

Non-I nterest Expense. Non-interest expense decreased $10.0 million, or 32.1%, to $21.2 million for fiscal year 2008 from $31.2 million for the
comparable period in 2007. The primary reason for the decrease was the $12.7 million contribution made to the Foundation during the 2007 period.
Excluding the contribution, noninterest expense increased $2.7 million or 14.5%. The primary reasons for the increase excluding the contribution
were increases in compensation and employee benefits of $1.8 million, occupancy and equipment of $189,000, professional fees of $617,000 and
other expenses of $98,000. Compensation and employee benefits increased primarily asaresult of normal compensation increases of $677,000,
along with an increase in the expense related to the ESOP of $237,000 and the additional expense of $717,000 related to the Company’s Equity
Incentive Plan. Occupancy and equipment costsincreased primarily as aresult of increasesin rental costs of $54,000, along with increasesin
depreciation expense of $62,000. Professional feesincreased primarily as aresult of increased legal, accounting and regulatory fees associated with
being a public reporting company, including approximately $270,000 related to the Company’ s compliance with Section 404 of the Sarbanes-Oxley
Act. Other expense increased primarily dueto increased |oan processing costs related to increased |oan volume.

Income Taxes. Income tax expense of $3.1 million was recognized for fiscal year 2008 compared to an income tax expense of $782,000
recognized for fiscal year 2007. The $802,000 impairment |oss associated with the Company’s Fannie Mae perpetual preferred stock was
characterized as a capital |oss at September 30, 2008. As such and since the Company had no capital gainsto offset thisloss during the 2008 fiscal
year, there was no tax benefit related to thisloss for the fiscal year ended September 30, 2008. The Emergency Economic Stabilization Act which
became law on October 3, 2008, among other things, re-characterized such losses as operating.
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Average Balances and Yields. The following table sets forth average balance sheets, average yields and costs, and certain other information
for the periodsindicated. All average balances are monthly average balances. The yields set forth below include the effect of deferred feesand
discounts and premiums that are amortized or accreted to interest income.

For the Years Ended September 30,

2009 2008 2007

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

(Dollars in thousands)
I nter est-ear ning assets:

Loans® @ $ 734,421  $42,290 5.76% $666,284  $40,180 6.03% $587,566 $35,866 6.10%
Investment securities
Taxable® 35,231 1,150 3.26% 72,287 3,301 4.75% 65,296 3,222 4.93%
Exempt from federal income tax® () 7,211 331 6.95% 7,347 331 6.81% 6,642 302 6.89%
Total investment securities 42,442 1,481 3.89% 79,634 3,632 A477% 71,938 3,524 5.11%
M ortgage-backed securities 185,147 8,840 477% 146,723 7,235 4.93% 93,678 4,605 4.92%
Federal Home Loan Bank stock 20,435 112 0.55% 17,820 766 4.30% 14,577 794 5.45%
Other 6,024 10 0.17% 8,454 252 2.98% 13,642 721 5.29%
Total interest-earning assets 988,469 52,733 535% 918,915 52,065 5.68% 781,401 45510 5.84%
Allowance for loan losses (5,167) (4,406) (4,017)
Noninterest-earning assets 47,133 42,675 47271
Total assets $1,030,435 $957,184 $824,655
Interest-bearing liabilities:
NOW accounts $ 54,262 45 0.08% $ 55,073 42 0.07% $ 60,826 45 0.07%
Money market accounts 94,835 1,591 1.68% 58,034 1,684 2.90% 35,351 1,104 3.12%
Savings and club accounts 63,500 271 0.43% 62,982 277 0.44% 75,354 320 0.42%
Certificates of deposit 154,365 5,035 3.26% 168,763 7,063 419% 204,802 9,171 4.48%
Borrowed funds 436,671 16,797 3.85% 369,719 16,576 448% 273,669 13,165 4.81%
Total interest-bearing liabilities 803,633 23,739 295% 714,571 25,642 3.59% 650,002 23,805 3.66%
Non-interest bearing demand accounts 24,711 24,211 34,934
Noninterest-bearing ligbilities 10,546 10,013 7,882
Total liabilities 838,890 748,795 692,818
Equity 191,545 208,389 131,837
Total liabilities and equity $1,030,435 $957,184 $824,655
Net interest income $28,994 $26,423 $21,705
Interest rate spread 2.40% 2.09% 2.18%
Net interest-earning assets $ 184,836 $204,344 $131,399
Net interest margin® 2.93% 2.88% 2.78%

Average interest-earning assets to average
interest-bearing liabilities 123.00% 128.60% 120.22%

(1) Non-accruing loans are included in the outstanding loan balances.

(2) Interest income on loansincludes net amortized revenues (costs) on loans totaling $141,000 for 2009, $287,000 for 2008, and $440,000 for 2007.
(3) Heldto maturity securities are reported as amortized cost. Available for sale securities are reported at fair value.

(4) Yieldson tax exempt securities have been calculated on afully tax equivalent basis assuming atax rate of 34%.

(50 Representsthe difference between interest earned and interest paid, divided by average total interest earning assets.
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Rate/Volume Analysis

The following table presents the effects of changing rates and volumes on our net interest income for the years indicated. The rate column
shows the effects attributable to changesin rate (changes in rate multiplied by prior volume). The volume column shows the effects attributable to
changesin volume (changesin volume multiplied by prior rate). The net column represents the sum of the prior columns. For purposes of this
table, changes attributabl e to both rate and volume, which cannot be segregated, have been allocated proportionately based on the changes due to
rate and the changes due to volume.

For the For the
Years Ended September 30, Years Ended September 30,
2009 vs. 2008 2008 vs. 2007
Increase (Decr ease) Increase (Decr ease)
Dueto Dueto
Volume Rate Net Volume Rate Net

(I'n thousands)
I nter est-ear ning assets:

Loans $ 3,753 $(1,643) $2110 $4,731 $ (417) $4314
Investment securities (1,389) (762) (2,151) 368 (260) 108
Mortgage-backed securities 1,832 (227) 1,605 2,621 9 2,630
Federal Home Loan Bank stock 132 (786) (654) 158 (186) (28)
Other (57) (185) (242) (218) (251) (469)

Total interest-earning assets 4271 (3,603) 668 7,660 (1,205) 6,555

Interest-bearingliabilities:

NOW accounts — 4 4 (3 — (3
Money market accounts 581 (674) (93) 663 (83) 580
Savings and club accounts 3 9) (6) (57) 14 (43)
Certificates of deposit (563) (1,465) (2,028) (1,5412) (567) (2,108)
Borrowed funds 985 (765) 220 4,365 (953) 3412

Total interest-bearing liahilities 1,006 (2,909) (1,903) 3,427 (1,589) 1,838
Net change in interest income $ 3,265 $ (694 $2571 $ 4,233 $ 484 $ 4,717

Management of Market Risk

General. The mgjority of our assets and liabilities are monetary in nature. Consequently, our most significant form of market risk isinterest
raterisk. Our assets, consisting primarily of mortgage loans, have longer maturities than our liabilities, consisting primarily of deposits and
borrowings. Asaresult, aprincipal part of our business strategy isto manage interest rate risk and reduce the exposure of our net interest income
to changes in 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 offering has increased our capital and provided management with greater flexibility to manage our interest rate risk.

Net Portfolio Value. The Office of Thrift Supervision requires the computation of amounts by which the net present value of an institution’s
cash flow from assets, liabilities and off balance sheet items (the institution’s net portfolio value or “NPV") would change in the event of arange of
assumed changesin market interest rates. The Office of Thrift Supervision provides all institutions that file a Consolidated Maturity/Rate Schedule
asapart of their quarterly Thrift Financial Report with an interest rate sensitivity report of net portfolio value. The Office of Thrift Supervision
simulation model uses a discounted cash flow analysis and an option-based pricing approach to measuring the interest rate sensitivity of net
portfolio value. Historically, the Office of Thrift Supervision model estimated the economic value of each type of asset, liability and off-balance
sheet contract under the assumption that
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the United States Treasury yield curve increases or decreases instantaneously by 50 to 300 basis points (100 basis pointsin the event of an
interest rate decrease) in 50 and 100 basis point increments. A basis point equals one-hundredth of one percent, and 100 basis points equals one
percent. Anincrease in interest rates from 3% to 4% would mean, for example, a 100 basis point increase in the “ Change in Interest Rates” column
below. The Office of Thrift Supervision provides us the results of the interest rate sensitivity model, which is based on information we provide to
the Office of Thrift Supervision to estimate the sensitivity of our net portfolio value.

The table below setsforth, as of September 30, 2009, the estimated changes in our net portfolio value that would result from the designated
instantaneous changesin the United States Treasury yield curve. Computations of prospective effects of hypothetical interest rate changes are
based on numerous assumptionsincluding relative levels of market interest rates, loan prepayments and deposit decay, and should not be relied
upon asindicative of actual results.

Estimated Increase (Decrease) in NPV as a Percentage of Present
NPV Value of Assets (3)

Changein Interest Increase

Rates Estimated NPV (Decrease)
(basis points) (1) NPV (2) Amount Per cent Ratio (4) (basis points)

(Dollars in thousands)

+300 $139,998 $  (39,991) (22%) 14.18% (282)
+200 158,785 (21,205) (12%) 15.63% (136)
+100 172,741 (7,249) (4%) 16.61% (39)
+50 176,982 (3,007) (2%) 16.85% (14)

— 179,989 — — 17.00% —
-50 180,682 693 0% 16.96% 4
-100 179,035 (955) (1%) 16.74% (25)

(1) Assumes an instantaneous uniform changein interest rates at all maturities.

(2) NPV isthediscounted present value of expected cash flows from assets, liabilities and off-balance sheet contracts.
(3) Present value of assets represents the discounted present value of incoming cash flows on interest-earning assets.
(4 NPV Ratio represents NPV divided by the present value of assets.

Thetable above indicates that at September 30, 2009, in the event of an immediate 100 basis point decrease in interest rates, we would
experience a 1.0% decrease in net portfolio value. In the event of an immediate 100 basis point increase in interest rates, we would experience a
4.0% decrease in net portfolio value.

Certain shortcomings are inherent in the methodol ogy used in the above interest rate risk measurement. Modeling changes in net portfolio
value requires making certain assumptions that may or may not reflect the manner in which actual yields and costs respond to changes in market
interest rates. In thisregard, the net portfolio value table presented assumes that the composition of our interest-sensitive assets and liabilities
existing at the beginning of a period remains constant over the period being measured and assumes that a particular change ininterest ratesis
reflected uniformly across the yield curve regardless of the duration or repricing of specific assets and liabilities. Accordingly, although the net
portfolio value table provides an indication of our interest rate risk exposure at a particular point in time, such measurements are not intended to
and do not provide a precise forecast of the effect of changes in market interest rates on our net interest income and will differ from actual results.

Liquidity and Capital Resources

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, amortization and prepayment of loans 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 Federal Home L oan Bank
advances and other borrowings. 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 deposits to maintain a desired level of total deposits.

44



Table of Contents

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 September 30, 2009, $18.6 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 $2.9 million at September 30, 2009. As of
September 30, 2009, we had $343.6 million in borrowings outstanding from the FHL Bank Pittsburgh and $65.0 million in repurchase agreements. We
have access to Federal Home L oan Bank advances of up to approximately $481.0 million.

At September 30, 2009, we had $49.2 million in loan commitments outstanding, which included $12.1 million in undisbursed construction
loans, $21.7 million in unused home equity lines of credit and $4.0 million in commercial lines of credit. Certificates of deposit due within one year of
September 30, 2009 totaled $82.2 million, or 53.6% 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 September 30, 2010. 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 Flows, our cash flows are classified for financial reporting purposes as operating,
investing or financing cash flows. Net cash provided by operating activities was $9.6 million, $10.7 million and $4.6 million for the years ended
September 30, 2009, 2008 and 2007, respectively. These amounts differ from our net income because of a variety of cash receipts and disbursements
that did not affect net income for the respective periods. In particular, we made a contribution of common stock to the ESSA Bank & Trust
Foundation of $11.1 million during the year ended September 30, 2007. Net cash used in investing activities was $38.8 million, $89.5 million and
$179.2 millionin fiscal years 2009, 2008 and 2007, respectively, principally reflecting our loan and investment security activitiesin the respective
periods. Investment security cash flows had the most significant effect, as net cash utilized in purchases amounted to $126.2 million, $119.5 million
and $174.6 million in the years ended September 30, 2009, 2008 and 2007, respectively. Cash proceeds from principal repayments, maturities and
sales of investment securities amounted to $119.3 million, $119.5 million and $58.9 million in the years ended September 30, 2009, 2008 and 2007,
respectively. Deposit and borrowing cash flows have traditionally comprised most of our financing activities which resulted in net cash provided
of $35.2 million in fiscal year 2009, $74.6 million in fiscal year 2008 and $178.6 million in fiscal year 2007. In addition, during fiscal 2009 we used $25.9
million and in fiscal 2008 we used $9.4 million to repurchase our stock as part of a previously disclosed stock repurchase plan. In 2007, we
completed our initial public offering in which we received net proceeds of $155.8 million. Thiswas offset partially by the purchase of common stock
in connection with the ESOP of $13.6 million. The net effect of our operating, investing and financing activities was to increase our cash and cash
equivalents from $12.7 million at the beginning of fiscal year 2007 to $18.6 million at the end of fiscal year 2009.

The following table summarizes our significant fixed and determinable contractual principal obligations and other funding needs by payment
date at September 30, 2009. The payment amounts represent those amounts due to the recipient and do not include any unamortized premiums or
discounts or other similar carrying amount adjustments.

Payments Due by Period
Lessthan OnetoThree  ThreetoFive Morethan

Contractual Obligations One Year Years Years FiveYears Total
(In thousands)
L ong-term debt $ 71500 $ 163347 $ 120660 $ 35000 $390,507
Operating leases 461 916 686 2,053 4,116
Certificates of deposit 82,208 34,405 36,622 — 153,235
Total $154,169 $ 198668 $ 157,968 $ 37,053 $547,858
Commitments to extend credit $ 28064 $ 5 $ —  $21156 $ 49235

We also have obligations under our post retirement plan as described in note 15 to the Consolidated Financial Statements. The post
retirement benefit payments represent actuarially determined future paymentsto
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eligible plan participants. We expect to contribute $500,000 to our post retirement plan in 2010. In addition, as part of the reorganization and stock
offering in 2007, the ESOP trust borrowed funds from ESSA Bancorp, Inc. and used those funds to purchase anumber of shares equal to 8% of the
common stock issued in the offering.

Off-Balance Sheet Arrangements. In the normal course of operations, we engagein avariety of financial transactions that, in accordance
with generally accepted accounting principles, are not recorded in our financial statements. These transactionsinvolve, to varying degrees,
elements of credit, interest rate and liquidity risk. Such transactions are used primarily to manage customers' requests for funding and take the form
of loan commitments and lines of credit. For information about our |oan commitments, letters of credit and unused lines of credit, see note 13 of the
notes to the Consolidated Financial Statements.

For fiscal year 2009, we did not engage in any off-bal ance-sheet transactions other than loan origination commitments and standby |etters of
credit in the normal course of our lending activities.

Impact of Inflation and Changing Prices

Thefinancial statements and related notes of ESSA Bancorp, Inc. have been prepared in accordance with United States generally accepted
accounting principles (“GAAP’). GAAP generally requires the measurement of financial position and operating resultsin terms of historical dollars
without consideration for changes in the relative purchasing power of money over time dueto inflation. The impact of inflation isreflected in the
increased cost of our operations. Unlike industrial companies, our assets and liabilities are primarily monetary in nature. Asaresult, changesin
market interest rates have a greater impact on performance than the effects of inflation.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

For information regarding market risk see ltem 7- “Management’s Discussion and Analysis of Financial Conditions and Results of
Operation.”

Item 8. Financial Statementsand Supplementary Data
The Financia Statementsareincluded in Part 111, Item 15 of this Form 10-K.

Item 9. Changesin and Disagreements With Accountantson Accounting and Financial Disclosure

Not Applicable.

Item 9A. Controlsand Procedures
(& Evaluation of disclosure controls and procedures.

Under the supervision and with the participation of our management, including our Principle Executive Officer and Principle Financial 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(€)
under the Exchange Act) as of the end of thefiscal year (the “ Evaluation Date”). Based upon that evaluation, the Principle Executive Officer and
Principle Financia Officer concluded that, as of the Evaluation Date, our disclosure controls and procedures were effective in timely alerting them
to the material information relating to us (or our consolidated subsidiaries) required to be included in our periodic SEC filings.

(b) Changesininternal controls.

There were no changesin our internal control over financial reporting that occurred during the fourth quarter of fiscal 2009 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting and we identified no material
weaknesses requiring corrective action with respect to those controls.

(c) Management report on internal control over financial reporting.
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The management of ESSA Bancorp, Inc. (the “ Company”) is responsible for establishing and maintaining adequate internal control over
financial reporting. ESSA Bancorp'sinternal control system is a process designed to provide reasonabl e assurance to the Company’ s management
and board of directors regarding the preparation and fair presentation of published financial statements.

Our internal control over financial reporting includes policies and procedures that pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect transactions and dispositions of assets; provide reasonabl e assurances that transactions are recorded as
necessary to permit preparation of financial statementsin accordance with U.S. generally accepted accounting principles, and that receipts and
expenditures are being made only in accordance with authorizations of management and the directors of ESSA Bancorp; and provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of ESSA Bancorp’s assetsthat could have a
material effect on our financial statements.

All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems determined to be
effective can provide only reasonabl e assurance with respect to financial statement preparation and presentation. Also, projections of any
evaluation of effectivenessto future periods are subject to the risk that controls may become inadequate because of changesin conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

ESSA Bancorp’s management assessed the effectiveness of the Company’sinterna control over financial reporting as of September 30, 2009.
In making this assessment, we used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal
Control-Integrated Framework. Based on our assessment we believe that, as of September 30, 2009, the Company’sinternal control over financial
reporting is effective based on those criteria.

ESSA Bancorp's independent registered public accounting firm that audited the consolidated financial statements hasissued an audit report
on the effectiveness of the Company’sinternal control over financial reporting as of September 30, 2009. See the Consolidated Financial Statements
of ESSA Bancorp, Inc. and related notes included elsewhere in this Annual Report.

The Sarbanes-Oxley Act Section 302 Certifications have been filed with the SEC as exhibit 31.1 and exhibit 31.2 to this Annual Report on
Form 10-K.

Item 9B. Other Information

Not Applicable.

Item 10. Directors, Executive Officersand Cor porate Gover nance

Information regarding directors, executive officers and corporate governance of the Company is presented under the headings “ Proposal 1 —
Election of Directors-General,” “— Nomineesfor Directors,” “— Continuing Directors,” “— Board Meetings and Committees,” “— Executive
Officers of the Bank Who Are Not Also Directors,” “ Corporate Governance, Code of Ethics and Business conduct” and “ Section 16(a) Beneficial
Ownership Reporting Compliance” in the Company’ s definitive Proxy Statement for the 2010 Annual Meeting of Stockholdersto be held on
February 11, 2010 (the “ Proxy Statement”) and isincorporated herein by reference.

Item 11. Executive Compensation

Information regarding executive compensation is presented under the headings “Proposal |—Election of Directors-Director Compensation,”
“— Benefit Plans and Arrangements,” and “— Summary Compensation Table” in the Proxy Statement and isincorporated herein by reference.
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Item 12. Security Owner ship of Certain Beneficial Ownersand M anagement and Related Stockholder Matters

Information regarding security ownership of certain beneficial owners and management is presented under the heading “ Security Ownership
of Certain Beneficial Owners and Management” in the Proxy Statement.

Securities Authorized for Issuance Under Equity Compensation Plans

Set forth below isinformation, as of September 30, 2009 regarding eguity compensation plans categorized by those plans that have been
approved by stockholders and those plans that have not been approved by stockholders.

Number of Number of
Securitiesto be Securities
Issued Upon Remaining
Exercise of Weighted Average Available For
Outstanding Exercise Price Future I ssuance
Options, of Outstanding Under Equity
Warrants and Options, Warrants Compensation
Plan Rights and Rights $ Plans
Equity compensation plans approved by stockholders 1,458,379 12.35 239,711
Equity compensation plans not approved by stockholders — — —
Total 1,458,379 12.35 239,711

Item 13. Certain Relationshipsand Related Transactions, and Director Independence

Information regarding certain relationships and related transactions, and director independence is presented under the heading
“Transactions with Certain Related Persons” and “Proposal 11—Election of Directors—Director Independence” in the Proxy Statement and is
incorporated herein by reference.

Item 14. Principal Accountant Feesand Services

Information regarding principal accounting fees and servicesis presented under the heading “Proposal 2—Ratification of Appointment of
Independent Registered Public Accountants’ in the Proxy Statement and isincorporated herein by reference.

Item 15. Exhibitsand Financial Statement Schedules

(@(1) Financia Statements

The following documents are filed as part of this Form 10-K.
(A) Report of Independent Registered Public Accounting Firm
(B) Consolidated Balance Sheet - at September 30, 2009 and 2008
(C) Consolidated Statement of Income (Loss) - Y ears ended September 30, 2009, 2008 and 2007
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(D) Consolidated Statement of Changes In Stockholders' Equity - Y ears ended September 30, 2009, 2008 and 2007
(E) Consolidated Statement of Cash Flows - Y ears ended September 30, 2009, 2008 and 2007
(F) Notesto Consolidated Financial Statements.

(@(2) Financia Statement Schedules

None.

(@(3) Exhibits

3.1 Certificate of Incorporation of ESSA Bancorp, Inc.*
3.2 Bylawsof ESSA Bancorp, Inc.*
4 Form of Common Stock Certificate of ESSA Bancorp, Inc.*
10.2  Amended and Restated Employment Agreement for Gary S. Olson**
103  Amended and Restated Employment Agreement for Robert S. Howes**
104  Amended and Restated Employment Agreement for Allan A. Muto**
105 Amended and Restated Employment Agreement for Diane K. Reimer**
106 Amended and Restated Employment Agreement for V. Gail Warner**
10.7  Supplemental Executive Retirement Plan**
10.8  Endorsement Split Dollar Life Insurance Agreement for Gary S. Olson**
109 Endorsement Split Dollar Life Insurance Agreement for Robert S. Howes**
21 Subsidiaries of Registrant*
23 Consent of S.R. Snodgrass, A.C.
311 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
312 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
* Incorporated by reference to the Registration Statement on Form S-1 of ESSA Bancorp, Inc. (file no. 333-139157), origindly filed with the
Securities and Exchange Commission on December 7, 2006.

**  Incorporated by reference to ESSA Bancorp, Inc.’s current report on Form 8-K filed with the Securities and Exchange Commission on
October 6, 2008.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL
CONTROL OVER FINANCIAL REPORTING

We have audited ESSA Bancorp, Inc.’sinternal control over financial reporting as of September 30, 2009, based on criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. ESSA Bancorp, Inc.’s
management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting included in the accompanying Report on Management’s Assessment of Internal Control Over Financial Reporting.
Our responsibility isto express an opinion on the Company’sinternal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonabl e assurance about whether effective internal control over financial reporting was
maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk
that a material weakness exists, and testing and eval uating the design and operating effectiveness of internal control based on the assessed risk.
Our audit also included performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

A company’sinternal control over financial reporting is a process designed to provide reasonabl e assurance regarding the reliability of financial
reporting and the preparation of financial statementsfor external purposes in accordance with generally accepted accounting principles. A
company’sinternal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statementsin accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors
of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of
the company’s assets that could have amaterial effect on the financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectivenessto future periods are subject to the risk that controls may become inadequate because of changesin conditions or that
the degree of compliance with the policies or procedures may deteriorate.

In our opinion, ESSA Bancorp, Inc. maintained, in all material respects, effective internal control over financial reporting as of September 30, 2009,
based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission.
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We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated
balance sheets of ESSA Bancorp, Inc. as of September 30, 2009 and 2008, and the related consolidated statements of income, changesin
stockholders’ equity, and cash flows for each of the three yearsin the period ended September 30, 2009, and our report dated December 11, 2009,
expressed an unqualified opinion.

/s S.R. Snodgrass, A.C.
Wexford, PA
December 11, 2009
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
FINANCIAL STATEMENTS

Board of Directors and Stockholders
ESSA Bancorp, Inc.

We have audited the accompanying consolidated bal ance sheets of ESSA Bancorp, Inc. and subsidiaries as of September 30, 2009 and 2008, and
the related consolidated statements of income, changesin stockholders’ equity, and cash flows for each of the three yearsin the period ended
September 30, 2009. These consolidated financial statements are the responsibility of the Company’s management. Our responsibility isto express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonabl e assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on atest basis, evidence supporting the amounts and disclosuresin the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide areasonable basis for our opinion.

I'n our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of ESSA
Bancorp, Inc. and subsidiaries as of September 30, 2009 and 2008, and the results of their operations and their cash flows for each of the three years
in the period ended September 30, 2009, in conformity with U.S. generally accepted accounting principles.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), ESSA Bancorp, Inc.
and subsidiaries’ internal control over financial reporting as of September 30, 2009, based on criteria established in Internal Control— ntegrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission, and our report dated December 11, 2009,
expressed an unqualified opinion on the effectiveness of ESSA Bancorp, Inc.’sinternal control over financial reporting.

Asdiscussed in Note 15 to the consolidated financial statements, ESSA Bancorp, Inc. changed its method of accounting for its defined benefit
pension plans as of September 30, 2007, in accordance with Financial Accounting Standards Board Statement No. 158, Employers' Accounting for
Defined Benefit Pension and Other Postretirement Plans (incorporated into Accounting Standards Codification Topic 715, Compensation—
Retirement Benefits).

Asdiscussed in Note 18 to the consolidated financial statements, effective October 1, 2008, ESSA Bancorp, Inc. adopted Accounting Standards
Codification Topic 820, Fair Value Measurement and Disclosure.
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Asdiscussed in Note 1 to the consolidated financial statements, ESSA Bancorp, Inc., changed its method of accounting for split dollar life

insurance arrangements as of October 1, 2008, in accordance with Accounting Standards Codification Topic 725, Compensati on—Retirement
Benefits.

/s S.R. Snodgrass, A.C.
Wexford, PA
December 11, 2009
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REPORT ON MANAGEMENT'SASSESSMENT OF INTERNAL CONTROL
OVER FINANCIAL REPORTING

ESSA Bancorp, Inc. isresponsible for the preparation, integrity, and fair presentation of the consolidated financial statementsincluded in this
annual report. The consolidated financial statements and notes included in this annual report have been prepared in conformity with United States
generally accepted accounting principles and necessarily include some amounts that are based on management’s best estimates and judgments.

We, as management of ESSA Bancorp, Inc., are responsible for establishing and maintaining effective internal control over financial reporting
that is designed to produce reliable financial statementsin conformity with United States generally accepted accounting principles. The system of
internal control over financial reporting asit relatesto the financial statementsis evaluated for effectiveness by management and tested for
reliability. Actions are taken to correct potential deficiencies asthey are identified. Any system of internal control, no matter how well designed,
has inherent limitations, including the possibility that a control can be circumvented or overridden and misstatements due to error or fraud may
occur and not be detected. Also, because of changesin conditions, internal control effectiveness may vary over time. Accordingly, even an
effective system of internal control will provide only reasonable assurance with respect to financial statement preparation.

M anagement assessed the Company’ s system of internal control over financial reporting as of September 30, 2009, in relation to criteriafor
effectiveinternal control over financial reporting as described in “Internal Control — Integrated Framework,” issued by the Committee of
Sponsoring Organi zations of the Treadway Commission. Based on this assessment, management concludes that, as of September 30, 2009, its
system of internal control over financial reporting is effective and meets the criteria of the “ Internal Control — Integrated Framework”. S.R.
Snodgrass A.C., independent registered public accounting firm, hasissued an attestation report on management’s assessment of the Company’s
internal control over financial reporting.

/s/ Gary S. Olson
Gary S. Olson
President and Chief Executive Officer

/s/ Allan A. Muto
Allan A. Muto
Executive Vice President and Chief Financial Officer

December 11, 2009
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ESSA BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEET

September 30,
2009 2008
(dollarsin thousands)
ASSETS
Cash and due from banks $ 7103 $ 8,382
Interest-bearing deposits with other institutions 11,490 4,232
Total cash and cash equivalents 18,593 12,614
Certificates of deposit 5,355 3,777
Investment securities available for sale 217,566 204,078
Investment securities held to maturity (fair value of $6,923 and $11,924) 6,709 11,857
Loans receivable (net of allowance for loan losses of $5,815 and $4,915) 733,580 706,390
Federal Home L oan Bank stock 20,727 19,188
Premises and equipment 10,620 10,662
Bank-owned life insurance 15,072 14,516
Foreclosed real estate 2,579 31
Other assets 11,318 9,869
TOTAL ASSETS $1,042,119  $993,482
LIABILITIES

Deposits $ 408,855  $370,529
Short-term borrowings 48,091 39,510
Other borrowings 390,507 373,247
Advances by borrowers for taxes and insurance 1,377 2,047
Other liabilities 7,783 8,063
TOTAL LIABILITIES 856,613 793,396

Commitment and contingencies (Notes 13 and 14) — —

STOCKHOLDERS EQUITY
Preferred stock ($.01 par value; 10,000,000 shares authorized, none i ssued) — —
Common stock ($.01 par value; 40,000,000 shares authorized, 16,980,900 issued; 14,878,620 and 16,777,667

outstanding at September 30, 2009 and 2008, respectively) 170 170
Additional paid-in capital 162,243 159,919
Unallocated common stock held by the Employee Stock Ownership Plan (ESOP) (12,339) (12,792)
Retained earnings 62,337 58,227
Treasury stock, at cost; 2,102,280 and 203,233 shares outstanding at September 30, 2009 and 2008, respectively (27,695) (2,753)
Accumulated other comprehensive income (10ss) 790 (2,685)

TOTAL STOCKHOLDERS' EQUITY 185,506 200,086
TOTAL LIABILITIESAND STOCKHOLDERS EQUITY $1,042,119  $993,482

See accompanying notes to the consolidated financial statements.
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INTEREST INCOME
Loansreceivable
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

ESSA BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENT OF INCOME

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
Impairment |oss on securities
Gain on sale of investments, net
Gain on sale of loans, net

Earnings on Bank-owned life insurance

Other
Total noninterest income

NONINTEREST EXPENSE
Compensation and employee benefits
Occupancy and equi pment
Professional fees
Data processing
Advertising
FDIC premiums
Contributions
Other

Total noninterest expense

Income (loss) before income taxes
Income taxes

NET INCOME (LOSS)
Earnings (loss) per sharet:
Basic

Diluted

' Earnings per share for 2007 are calcul ated for the period beginning with the Company’ s date of conversion of April 3, 2007.

See accompanying notes to the consolidated financial statements.

Year Ended September 30,

2009

2008

2007

(dollarsin thousands)

$42290  $40,180  $35,866
9990 10,536 7,827
331 331 302
122 1,018 1,515
52,733 52065 45510
6,942 9066 10,640
395 1,424 1,769
16402 15152 11,39
23739 25642 23805
28994 26423 21705
1,500 900 360
27494 25523 21345
3,181 3,480 3,492
567 624 587
847 864 764
(68) (802) —
178 — —
430 — 12
556 575 565
37 62 76
5,728 4,803 5,49
14577 12650 10,829
2,916 2,839 2,650
1,376 1,432 815
1,886 1,866 1,837
672 630 695
682 48 55
— — 12,693
2,004 1,716 1,611
24113 21181 31185
9,109 9145  (4,344)
2,553 3,068 782
$6556 $6077 $(5126)
$ 047 $ 039 $ (047)
$ 047 $ 038 $ (047)
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ESSA BANCORP, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENT OF CHANGESIN STOCKHOLDERS EQUITY

Common Stock Unallocated Accumulated
Number Additional Common Other Total
of Paid-In Stock Held Retained  Treasury  Comprehensive  Stockholders ~ Comprehensive
Shares Amount  Capital by the ESOP  Earnings Stock Income (L 0ss) Equity Income (L 0ss)
(dollarsin thousands)
Balance, September 30, 2006 = $ — 8 = $ = $ 58526 $ — $ (189) $ 58,337
Net loss (5,126) (5126) $ (5,126)
Other comprehensive income:
Unrealized gain on securities available
for sae, net of income taxes of
$123 238 238 238
Comprehensive loss $ (4,888)
Cumulative effect of change in accounting for
pension, net of income tax benefit of
$1,250 (2,426) (2,426)
Issuance of common stock for initial public
offering, net of expenses of $2.9 million 15,870,000 159 155,647 155,806
Issuance of common stock to ESSA Bank &
Trust Foundation 1,110,900 11 11,098 11,109
Stock purchased for ESOP (13,585) (13,585)
Allocation of ESOP stock 37 302 339
Balance, September 30, 2007 16,980,900 170 166,782 (13,283) 53,400 — (2,377) 204,692
Net income 6,077 6,077 $ 6,077
Other comprehensive loss:
Unrealized loss on securities available for sae,
net of income tax benefit of $114 (220) (220 (220)
Change in unrecognized pension cost, net of
income tax benefit of $45 (88) (88) (88)
Comprehensive income $ 5,769
Cash dividends declared ($.04 per share) (1,250) (1,250)
Stock-based compensation 717 717
Allocation of ESOP stock 85 491 576
Treasury shares purchased (793,553) (10,418) (10,418)
Allocation of treasury shares to incentive plans 590,320 (7,665) 7,665 —
Balance, September 30, 2008 16,777,667 $ 170 $ 159919 $ (12,792) $ 58227 $ (2753) $ (2,685 $ 200,086
Net income 6,556 6,556 $ 6,556
Other comprehensive income (10ss):
Unrealized gain on securities available
for sale, net of income tax benefit of
$2,291 4,447 4,447 4,447
Change in unrecognized pension cost,
net of income taxes of $502 (972) 972) (972)
Comprehensive income $ 10,031
Cumulative adjustment of change in
accounting for split-dollar life insurance
arrangements (49) (49
Cash dividends declared ($.17 per share) (2,397) (2,397)
Stock-based compensation 2,151 2,151
Allocation of ESOP stock 161 453 614
Restricted stock forfeitures (906) 12 (12) —
Treasury shares purchased (1,898,141) (24,930) (24,930)
Balance, September 30, 2009 14878620 $ 170 $ 162,243 $ (12,339) $ 62,337 $(27,695) $ 70 $ 185,506
2009 2008 2007
Components of other comprehensive income
(loss):
Change in net unrealized gain (loss) on
investment securities available for
sale $ 4519 $ (7490 $ 238
Redlized gains included in net income,
net of tax of $61 (117) — —
Realized impairment loss included in
net income, net of income tax
benefit of $23 and $273 in 2009
and 2008, respectively 45 529 —
Change in unrealized pension cost, net
of tax benefit of $502 and $45 in
2009 and 2008, respectively (972) (88) —
Total $ 3475 % (308) $ 238

See accompanying notes to the consolidated financial statements.







Table of Contents

ESSA BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended September 30,
2009 2008 2007
(dallarsin thousands)

OPERATING ACTIVITIES

Net income (loss) $ 6,556 $ 6,077 $ (5,126)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Provision for loan losses 1,500 900 360

Provision for depreciation and amortization 1,197 1,253 1,054

Accretion of discounts and premiums, net (60) (397) (118)

Impairment |0ss on securities 68 802 —

Net gain on sale of investment securities (178) — —

Gain on sale of |oans, net (430) — (12)

Origination of mortgage loans sold (7,036) — —

Proceeds from sale of mortgage loans originated for sale 7,139 — —

Contribution of common stock to charitable foundation — — 11,109

Compensation expense on ESOP 614 576 39

Stock-based compensation 2,151 717 —

Decrease (increase) in accrued interest receivable 307 443 (1,984)

Increase (decrease) in accrued interest payable 116 (22) 292

Decrease in other receivables — — 1,841

Earnings on Bank-owned life insurance (556) (575) (565)

Deferred federal income taxes (858) (394) (1,587)

Other, net (964) 1,314 (1,038)

Net cash provided by operating activities 9,566 10,695 4,565
INVESTING ACTIVITIES
Proceeds from repayments of certificates of deposit 3,497 98 —
Purchase of certificates of deposit (4,907) (3,767) —
Investment securities available for sale:

Proceeds from sale of investment securities 23,890 — —

Proceeds from principal repayments and maturities 95,395 119,541 58,989

Purchases (126,150) (119,476) (174,644)
Investment securities held to maturity:

Proceeds from principal repayments and maturities 5,125 5,263 2,575
Increasein loans receivable, net (49,887) (87,693) (63,088)
Proceeds from sale of loans 19,592 — 923
Redemption of FHLB stock 509 4,084 2,764
Purchase of FHLB stock (2,048) (6,819) (5,542)
Investment in limited partnership (2,729 — —
Proceeds from sale of other real estate 21 — —
Purchase of premises, equipment, and software (1,057) (698) (1,230)

Net cash used for investing activities (38,749) (89,467) (179,153)

FINANCING ACTIVITIES
Increase (decrease) in deposits, net 38,326 (14,187) (17,437)
Net increase (decrease) in short-term borrowings 8,581 5,280 (1,069)
Proceeds from other borrowings 127,260 146,050 82,697
Repayment of other borrowings (110,000) (52,500) (27,000)
Increase (decrease) in advances by borrowers for taxes and insurance (670) 624 (775)
Purchase of treasury stock shares (25,938) (9,410) —
Dividends on common stock (2,397) (1,250) —
Net proceeds from the issuance of common stock — — 155,806
Purchase of common stock in connection with ESOP — — (13,585)
Net cash provided by financing activities 35,162 74,607 178,637
Increase (decrease) in cash and cash equivalents 5,979 (4,165) 4,049
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 12,614 16,779 12,730
CASH AND CASH EQUIVALENTSAT END OF YEAR $ 18,593 $ 12,614 $ 16,779
SUPPLEMENTAL CASH FLOW DISCLOSURES
Cash paid:
Interest $ 23,623 $ 25,663 $ 23513

Income taxes 3,150 2,996 2,060



Noncash items:
Other real estate owned 2,573 31
Treasury stock payable (1,008) 1,008

See accompanying notes to the consolidated financial statements.
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ESSA BANCORP, INC. AND SUBSIDIARY
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A summary of significant accounting and reporting policies applied in the presentation of the accompanying financial statementsfollows:

Natur e of Oper ations and Basis of Presentation

The consolidated financial statementsinclude the accounts of ESSA Bancorp, Inc. (the “Company”), and its wholly owned subsidiary, ESSA
Bank & Trust (the “Bank”), and the Bank’swholly owned subsidiaries, ESSACOR, Inc. and Pocono Investment Company. The primary
purpose of the Company isto act as a holding company for the Bank. The Company is subject to regulation and supervision by the Office of
Thrift Supervision (the “OTS”). The Bank is a Pennsylvania-chartered savings association located in Stroudsburg, Pennsylvania. The Bank’s
primary business consists of the taking of deposits and granting of loans to customers, generally in Monroe and Northampton counties,
Pennsylvania. The Bank is subject to regulation and supervision by the Pennsylvania Department of Banking and the OTS. The investment
in subsidiary on the parent company’sfinancial statementsis carried at the parent company’s equity in the underlying net assets.

ESSACOR, Inc. isaPennsylvania corporation that is currently inactive. Pocono Investment Company is a Delaware corporation formed as an
investment company subsidiary to hold and manage certain investments of the Bank, including certain intellectual property. All inter-
company transactions have been eliminated in consolidation.

Use of Estimatesin the Preparation of Financial Statements

The accounting principles followed by the Company and its subsidiary and the methods of applying these principles conformto U.S.
generally accepted accounting principles 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
balance sheet date and related revenues and expenses for the period. Actual results could differ significantly from those estimates.

Securities

M anagement determines the appropriate classification of debt securities at the time of purchase and reevaluates such designation as of each
balance sheet date.

Securities classified as available for sale are those securities that the Company intends to hold for an indefinite period of time but not
necessarily to maturity. Any decision to sell asecurity classified as available for sale would be based on various factors, including significant
movement in interest rates, changes in maturity mix of the Company’s assets and liabilities, liquidity needs, regulatory capital considerations,
and other similar factors. Securities available for sale are carried at fair value. Unrealized gains and losses are reported in other comprehensive
income, net of the related deferred tax effects. Realized gains or losses, determined on the basis of the cost of the specific securities sold, are
included in earnings. Premiums and discounts are recognized in interest income using the interest method over the period to maturity.

Securities classified as held to maturity are those securities the Company has both the intent and ability to hold to maturity regardless of
changes in market conditions, liquidity needs, or changesin general economic conditions. These securities are carried at cost adjusted for
the amortization of premium and accretion of discount, recognized in interest income using the interest method over the period to maturity.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Securities (Continued)

Declinesin thefair value of held-to-maturity and available-for-sal e securities below their cost that are deemed to be other than temporary are
reflected in earnings as realized losses. | n estimating other-than-temporary impairment losses, management considers: (1) the length of time
and the extent to which the fair value has been less than cost; (2) the financial condition and near-term prospects of the issuer; and (3) the
Company’sintent to sell the security or whether its more likely than not that the Company would be required to sell the security beforeits
anticipated recovery in market value.

Federal law requires amember institution of the Federal Home Loan Bank (“FHLB”) system to hold stock of its district FHLB according to a
predetermined formula. This restricted stock is carried at cost.

L oans Receivable

L oans receivabl e that management has the intent and ability to hold for the foreseeabl e future or until maturity or payoff are stated at their
outstanding unpaid principal balances, net of an allowance for loan losses and any deferred fees and costs. Interest income is accrued on the
unpaid principal balance. Loan origination fees, net of certain direct origination costs, are deferred and recognized as an adjustment of the
yield (interest income) of the related loans. The Company is generally amortizing these amounts over the contractual life of the loan.
Mortgage loans sold in the secondary market are sold without recourse.

The accrual of interest is generally discontinued when the contractual payment of principal or interest has become 90 days past due or
management has serious doubts about further collectibility of principal or interest, even though the loan is currently performing. A loan may
remain on accrual statusif itisin the process of collection and is either guaranteed or well secured. When aloan is placed on nonaccrual
status, unpaid interest credited to income isreversed. Interest received on nonaccrual loans generally is either applied against principal or
reported as interest income, according to management’s judgment as to the collectibility of principal. Generally, loans are restored to accrual
status when the obligation is brought current, has performed in accordance with the contractual terms for areasonable period of time, and the
ultimate collectibility of the total contractual principal and interest is no longer in doubt.

Allowancefor L oan L osses

The allowance for loan losses is established through provisions for loan losses charged against income. Loans deemed to be uncollectible
are charged against the allowance for loan losses, and subsequent recoveries, if any, are credited to the allowance.

The allowance for loan lossesis maintained at alevel by management which represents the evaluation of known and inherent risksin the loan
portfolio at the consolidated bal ance sheet date. Management’s periodic eval uation of the adequacy of the allowance is based on the
Company’s past loan | oss experience, known and inherent risks in the portfolio, adverse situations that may affect the borrower’s ability to
repay, the estimated value of any underlying collateral, composition of the oan portfolio, current economic conditions, and other relevant
factors. Thisevaluation isinherently subjective, sinceit requires material estimates that may be susceptible to significant change, including
the amounts and timing of future cash flows expected to be received onimpaired loans.

The allowance consists of specific and general components. The specific component relates to loans that are classified asimpaired. For such
loans an allowance is established when the discounted cash flows (or collateral value or observable market price) of theimpaired loanis
lower than the carrying value of that loan. The general component covers nonclassified loans and is based on historical 10ss experience
adjusted for qualitative factors.
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Allowancefor L oan L osses (Continued)

A loan is considered impaired when, based on current information and events, it is probable that the Company will be unableto collect the
scheduled payments of principal or interest when due according to the contractual terms of the loan agreement and all loan types are
considered impaired if theloan is restructured in atroubled debt restructuring. Factors considered by management in determining impairment
include payment status, collateral value, and the probability of collecting scheduled principal and interest payments when due. Loans that
experience insignificant payment delays and payment shortfalls generally are not classified asimpaired. Management determines the
significance of payment delays and payment shortfalls on a case-by-case basis, taking into consideration all of the circumstances
surrounding the loan and the borrower, including the length of the delay, the reasons for the delay, the borrower’s prior payment record, and
the amount of the shortfall in relation to the principal and interest owed. Impairment is measured on aloan-by-loan basis for commercia 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 the loan 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.

A loanis considered to be atroubled debt restructured (TDR) loans when the Company grants a concession to the borrower because of the
borrower’ s financial condition that it would not otherwise consider. 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 arein compliance with their modified terms and that yield a market rate may be removed from the TDR status after a period of
performance.

L oan Servicing

Servicing assets are recognized as separate assets when rights are acquired through purchase or through sale of financial assets. Capitalized
servicing rights are reported in other assets and are amortized into noninterest income in proportion to, and over the period of, the estimated
future net servicing income of the underlying financial assets. Servicing assets are evaluated for impairment based upon the fair value of the
rights as compared with amortized cost. Fair value is determined using prices for similar assets with similar characteristics, when available, or
based upon discounted cash flows using market-based assumptions. Impairment is recognized through a val uation allowance to the extent
that fair value isless than the capitalized amount. Total servicing assetsincluded in other assets as of September 30, 2009 and 2008, were
$289,000 and $156,000, respectively.

Premises and Equipment

Premises and equipment are stated at cost |ess accumulated depreciation. Depreciation is calculated using the straight-line method over the
useful lives of the related assets, which range from 10 to 40 years for building and leasehold improvements and 3 to 7 years for furniture,
fixtures, and equipment. Expenditures for maintenance and repairs are charged to operations as incurred. Costs of mgjor additions and
improvements are capitalized.

Bank-Owned Lifelnsurance (BOLI)

The Company owns insurance on the lives of a certain group of key employees. The policies were purchased to help offset theincreasein
the costs of various fringe benefit plans, including healthcare. The cash surrender value of these policiesisincluded as an asset on the
consolidated balance sheet, and any increase in cash surrender
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Bank-Owned Lifelnsurance (BOLI) (Continued)

value isrecorded as noninterest income on the consolidated statement of income. In the event of the death of an insured individual under
these policies, the Company would receive a death benefit which would be recorded as noninterest income. On October 1, 2008, the Company
changed its accounting policy and recognized a cumulative-effect adjustment to retained earnings totaling $49,000 related to accounting for
certain endorsement split-dollar lifeinsurance arrangements in connection with the adoption of new accounting standard.

Real Estate Owned

Real estate owned acquired in settlement of foreclosed loansis carried at fair value minus estimated coststo sell. Valuation allowances for
estimated |osses are provided when the carrying value of thereal estate acquired exceeds fair value minus estimated coststo sell. Operating
expenses of such properties, net of related income, are expensed in the period incurred.

Employee Benefit Plans

The Bank maintains a noncontributory, defined benefit pension plan for all employees who have met age and length of service requirements.
The Bank’s funding policy isto contribute annually up to the maximum amount that can be deducted for federal income tax purposes. The
Bank also maintains a defined contribution Section 401(k) plan covering eligible employees. Contributions matching those made by eligible
employees and an el ective contribution are made annually at the discretion of the Board of Directors. In 2007, 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.

During 2008, the Company implemented 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-Scholes option-
pricing model. Management estimated the expected life of the options using the simplified method as allowed under generally accepted
accounting principles. The risk-free rate was determined utilizing the treasury yield for the expected life of the option contract.

Thefair value of the stock option grants was estimated on the date of the grant using the Black-Schol es option-pricing model with the
following weighted-average assumptions:

2008

Expected dividend yield 0.70%
Expected volatility 8.50%
Risk-freeinterest rate 3.85%
Expected option lifein years 6.50

Advertising Costs
In accordance with generally accepted accounting principles, the Company expenses all advertising expenditures incurred.
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Transfersof Financial Assets

Transfers of financial assets are accounted for as sales when control over the assets has been surrendered. Control over transferred assetsis
deemed to be surrendered when (1) the assets have been isolated from the Company, (2) the transferee obtains the right (free of conditions
that constrain it from taking advantage of that right) to pledge or exchange the transferred assets, and (3) the Company does not maintain
effective control over the transferred assets through an agreement to repurchase them before their maturity.

Income Taxes

Deferred tax assets and liabilities are reflected based on the differences between the financial statement and the income tax basis of assets
and liabilities using the enacted marginal tax rates. Deferred income tax expense and benefit are based on the changes in the deferred tax
assets or liabilities from period to period. Deferred tax assets and liabilities are reflected at currently enacted income tax rates applicableto the
period in which such items are expected to be realized or settled. Aschangesin tax rates are enacted, deferred tax assets and liabilities are
adjusted through the provision for income taxes. The Company files a consolidated federal income tax return and individual state income tax
returns.

The Company, in accordance with generally accepted accounting principles, prescribes a recognition threshold and a measurement attribute
for thefinancial statement recognition and measurement of atax position taken or expected to be taken in atax return. Benefits from tax
positions should be recognized in the financial statements only when it is more likely than not that the tax position will be sustained upon
examination by the appropriate taxing authority that would have full knowledge of al relevant information. A tax position that meets the
more-likely-than-not recognition threshold is measured at the largest amount of benefit that is greater than 50 percent likely of being realized
upon ultimate settlement. Tax positions that previously failed to meet the more-likely-than-not recognition threshold should be recognized in
the first subsequent financial reporting period in which that threshold is met. Previously recognized tax positions that no longer meet the
more-likely-than-not recognition threshold should be derecognized in the first subsequent financial reporting period in which that threshold
isno longer met. Accounting literature also provides guidance on the accounting for and disclosure of unrecognized tax benefits, interest,
and penalties. In accordance with generally accepted accounting principles, interest or penaltiesincurred for income taxes will be recorded as
acomponent of other expenses.

Cash and Cash Equivalents
The Company has defined cash and cash equivalents as cash and due from banks and interest-bearing deposits with other institutions.

EarningsPer Share

The Company provides dual presentation of basic and diluted earnings per share. Basic earnings per share are calculated utilizing net income
as reported as the numerator and average shares outstanding as the denominator. The computation of diluted earnings per share differsin
that the dilutive effects of any options are adjusted for in the denominator.

Comprehensive Income (L 0ss)

The Company is required to present comprehensive income (loss) and its componentsin afull set of general-purpose financial statements for
all periods presented. Other comprehensive income (loss) is composed of net unrealized holding gains or losses on its available-for-sale
investment and mortgage-backed securities portfolio, as well as changes in unrecognized pension cost. The Company has el ected to report
the effects of other comprehensive income (loss) as part of the Consolidated Statement of Changesin Stockholders' Equity.
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compr ehensive Income (L 0ss) (Continued)

The components of accumulated other comprehensive income, net of tax, as of year-end were as follows:

2009 2008 2007
Net unrealized gain (loss) on securities available for sale $ 4,277 $ 1700 $ 50
Net unrecognized pension cost (3,487) (2,515) (2,427)

Total $ 790 $(2,685)  $(2,377)

Fair Value M easur ements

Under generally accepted accounting principles related to fair value measurements, we group our assets at fair valuein 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 1 —Valuation isbased upon quoted pricesfor identical instruments traded in active markets.

. Level 2 —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 3—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 usein
pricing the asset.

Under generally accepted accounting principles, 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 unobservabl e 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, al of our financial
instruments use either of the foregoing methodol ogies 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 financia instruments. The degree of management
judgment involved in determining the fair value of financial 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,
thereisminimal 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 avail able, 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 weaknesses in any cal culation technique, and changesin the
underlying assumptions used, including discount rates and estimates of future cash flows, that could significantly affect the results of
current or future valuations.

Reclassification of Compar ative Amounts

Certain items previously reported have been reclassified to conform to the current year’ s reporting format. Such reclassifications did not
affect consolidated net income (loss) or consolidated stockholders' equity.
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recent Accounting Pronouncements

In December 2007, the Financial Accounting Standards Board (“FASB”) issued an accounting standard related to business combinations
which is effective for fiscal years beginning on or after December 15, 2008. This standard establishes principles and requirements for how an
acquirer recognizes and measuresin itsfinancial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling
interest in an acquiree, including the recognition and measurement of goodwill acquired in a business combination. This accounting standard
was subsequently codified into Accounting Standards Codification (ASC) Topic 805, Business Combinations. The adoption of this standard
is not expected to have amaterial effect on the Company’s results of operations or financial position.

In December 2007, the FASB issued an accounting standard related to noncontrolling interests in consolidated financial statements, whichis
effective for fiscal years beginning on or after December 15, 2008. This standard establishes accounting and reporting standards for the
noncontrolling interest in asubsidiary and for the deconsolidation of asubsidiary. It clarifies that a noncontrolling interest in asubsidiary,
which is sometimes referred to as minority interest, is an ownership interest in the consolidated entity that should be reported as equity in the
consolidated financial statements. Among other requirements, this statement requires consolidated net income to be reported at amounts that
include the amounts attributabl e to both the parent and the noncontrolling interest. It also requires disclosure, on the face of the
consolidated income statement, of the amounts of consolidated net income attributable to the parent and to the noncontrolling interest. This
accounting standard was subsequently codified into ASC 810-10, Consolidation. The adoption of this standard is not expected to have a
material effect on the Company’sresults of operations or financial position.

In March 2008, the FASB issued an accounting standard related to disclosures about derivatives and hedging activities, which is effective
for fiscal years and interim periods beginning after November 15, 2008. This standard requires enhanced disclosures about derivative
instruments and hedging activities and therefore should improve the transparency of financial reporting. This accounting standard was
subsequently codified into ASC 815-10, Derivatives and Hedging. The adoption of this standard is not expected to have a material effect on
the Company’ s results of operations or financial position.

In June 2008, the FA SB issued accounting guidance related to determining whether instruments granted in share-based payment transactions
are participating securities, which is effective for financial statementsissued for fiscal years beginning after December 15, 2008, and interim
periods within those years. This guidance clarified that instruments granted in share-based payment transactions can be participating
securities prior to the requisite service having been rendered. A basic principle of this guidance isthat unvested share-based payment
awards that contain nonforfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities and are to
be included in the computation of EPS pursuant to the two-class method. All prior-period EPS data presented (including interim financial
statements, summaries of earnings, and selected financial data) are required to be adjusted retrospectively to conform to this guidance. This
accounting guidance was subsequently codified into ASC Topic 260, Earnings Per Share. The adoption of this standard is not expected to
have amaterial effect on the Company’sresults of operations or financial position.

In June 2009, the FASB issued an accounting standard related to the accounting for transfers of financia assets, which is effective for fiscal
years beginning after November 15, 2009, and interim periods within those fiscal years. This standard enhances reporting about transfers of
financial assets, including securitizations, and where compani es have continuing exposure to the risks related to transferred financial assets.
This standard eliminates the concept of a“ qualifying special-purpose entity” and changes the requirements for derecognizing financial
assets. This standard also requires additional disclosures about all continuing involvements with transferred financial assetsincluding
information about gains and losses resulting from transfers during the period. This accounting standard was subsequently codified into ASC
Topic 860. The adoption of this standard is not expected to have amaterial effect on the Company’sresults of operations or financial
position.
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recent Accounting Pronouncements (Continued)

In June 2009, the FA SB issued Statement of Financial Accounting Standards (“FAS") No. 167, Amendments to FASB Interpretation No. 46
(R). FAS 167, which amends FASB Interpretation No. 46 (revised December 2003), Consolidation of Variable Interest Entities, (FIN 46(R)).
Under FASB’s Codification at ASC 105-10-65-1-d, FAS No. 167 will remain authoritative until integrated into the FASB Codification. This
statement prescribes a qualitative model for identifying whether acompany has a controlling financial interest in avariable interest entity
(VIE) and eliminates the quantitative model prescribed by FIN 46(R). The new model identifies two primary characteristics of acontrolling
financial interest: (1) provides a company with the power to direct significant activities of the VIE, and (2) obligates a company to absorb
losses of and/or providesrights to receive benefits from the VIE. FAS No. 167 requires a company to reassess on an ongoing basis whether it
holds a controlling financial interestinaVIE. A company that holds a controlling financial interest is deemed to be the primary beneficiary of
the VIE and isrequired to consolidate the VIE. This statement is effective for fiscal years beginning after November 15, 2009, and interim
periods within those fiscal years. The adoption of this standard is not expected to have amaterial effect on the Company’s results of
operations or financial position.

In June 2009, the FASB issued Accounting Standards Update (“ASU”) No. 2009-01, Topic 105 — Generally Accepted Accounting Principles
— FASB Accounting Standar ds Codification™ and the Hierarchy of Generally Accepted Accounting Principles. The Codification isthe
single source of authoritative nongovernmental U.S. generally accepted accounting principles (GAAP). The Codification does not change
current GAAP, but isintended to simplify user accessto al authoritative GAAP by providing all the authoritative literature related to a
particular topic in one place. Rules and interpretive rel eases of the SEC under federal securitieslaws are also sources of authoritative GAAP
for SEC registrants. The Company adopted this standard for the annual reporting period ending September 30, 2009. The adoption of this
standard did not have amaterial impact on the Company’s results of operations or financial position.

In September 2006, the FASB issued an accounting standard related to fair value measurements, which was effective for the Company on
October 1, 2008. This standard defined fair value, established aframework for measuring fair value, and expanded disclosure requirements
about fair value measurements. On October 1, 2008, the Company adopted this accounting standard related to fair value measurements for the
Company’sfinancial assets and financial liabilities. The Company deferred adoption of this accounting standard related to fair value
measurements for the Company’ s nonfinancial assets and nonfinancial liabilities, except for those items recognized or disclosed at fair value
on an annual or more frequently recurring basis, until October 1, 2009. The adoption of this accounting standard related to fair value
measurements for the Company’ s nonfinancial assets and nonfinancial liabilities had no impact on retained earnings and is not expected to
have amaterial impact on the Company’s statements of income and financial position. This accounting standard was subsequently codified
into ASC Topic 820, Fair Value Measurements and Disclosures.

In August 2009, the FASB issued ASU No. 2009-05, Fair Value Measurements and Disclosures (Topic 820) — Measuring Liabilities at Fair
Value. This ASU provides amendments for fair value measurements of liabilities. It provides clarification that in circumstancesin which a
guoted price in an active market for the identical liability is not available, areporting entity is required to measure fair value using one or more
techniques. ASU 2009-05 also clarifies that when estimating afair value of aliability, areporting entity is not required to include a separate
input or adjustment to other inputs relating to the existence of arestriction that prevents the transfer of the liability. ASU 2009-05 is effective
for the first reporting period (including interim periods) beginning after issuance or fourth quarter 2009. The adoption of this standard is not
expected to have a material effect on the Company’s results of operation, financial position, or disclosure.
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2. COMPLETION OF INITIAL PUBLIC OFFERING

On July 25, 2006, the Bank’ s Board of Directors adopted a Plan of Conversion (the “Plan™) pursuant to which the Bank would convert from a
Pennsylvania-chartered mutual savingsinstitution to a Pennsylvania-chartered stock association and concurrently form ESSA Bancorp, Inc.,
a Pennsylvania-chartered stock holding company. On December 7, 2006, the Company filed a Registration Statement on Form S-1 with the
Securities and Exchange Commission with respect to the shares to be offered and sold pursuant to the Plan. The Company registered for offer
and sale 16,980,900 shares of common stock, par value $0.01 per share, at a sales price of $10.00 per share.

The stock offering was consummated on April 3, 2007, resulting in gross proceeds of $158.7 million, through the sale of 15,870,000 shares at a
price of $10.00 per share. The Company also contributed 1,110,900 shares of its common stock to the ESSA Bank & Trust Foundation and
$1.6 million in cash. Expenses related to the offering were approximately $2.9 million, which resulted in net proceeds of approximately $155.8
million prior to the contribution to the ESSA Bank & Trust Foundation.

The Company lent approximately $13.6 million to the Bank’s Employee Stock Ownership Plan. The Company retained approximately $64.4
million of the net proceeds of the offering prior to the contribution to the ESSA Bank & Trust Foundation, and the remainder of the net
proceeds were contributed to the Bank.

In accordance with regulations, at the time that the Bank converted from amutual savings bank to a stock savings bank, a portion of retained
earnings was restricted by establishing aliquidation account. The liquidation account will be maintained for the benefit of eligible account
holders who continue to maintain their accounts at the Bank after the conversion. The liquidation account will be reduced annually to the
extent that eligible account holders have reduced their qualifying deposits. Subsequent increases will not restore an eligible account holder's
interest in the liquidation account. In the event of acomplete liquidation of the Bank, each account holder will be entitled to receive a
distribution from the liquidation account in an amount proportionate to the current adjusted qualifying balances for accounts then held.
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3.  EARNINGSPER SHARE

Thefollowing table sets forth the composition of the weighted-average common shares (denominator) used in the basic and diluted earnings
per share computation for the years ended September 30, 2009, 2008, and 2007. The net loss of $7,289,000 from April 3, 2007 (date of
conversion) to September 30, 2007 will be used as the numerator for the year ended 2007.

2009 2008 2007

Weighted average common shares outstanding 16,980,900 16,980,900 16,980,900
Average treasury stock shares (1,396,616) (5,406) —
Average unearned ESOP shares (1,254,824) (1,300,445) (1,340,780)
Average unearned nonvested shares (486,572) (117,641) —
Weighted-average common shares and common stock equivalents used to

calculate basic earnings per share 13,842,888 15,557,408 15,640,120
Additional common stock equivalents (nonvested stock) used to calculate

diluted earnings per share — 360,395 —
Additional common stock equivalents (stock options) used to calculate

diluted earnings per share 62,173 59,108 —
Weighted-average common shares and common stock equivalents used to

calculate diluted earnings per share 13,905,061 15,976,911 15,640,120

At September 30, 2009, there were common stock equival ents outstanding of 432,230 shares at a price of $12.35 per share that were not
included in the computation of diluted earnings per share because to do so would have been anti-dilutive. There were no anti-dilutive
options or common stock equivalents outstanding for September 30, 2008 or 2007.
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4. INVESTMENT SECURITIES
The amortized cost and fair value of investment securities available for sale and held to maturity are summarized as follows (in thousands):

2009

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains L osses Value
Availablefor Sale
Fannie Mae $ 66,709 $ 1716 $ 2 $ 68,423
Freddie Mac 83,005 2,864 — 85,869
Governmental National Mortgage Association securities 32,734 1,238 — 33,972
Total mortgage-backed securities 182,448 5,818 2 188,264
Obligations of states and political subdivisions 7,168 315 — 7,483
U.S. government agency securities 21,458 288 — 21,746
Total debt securities 211,074 6,421 2 217,493
Equity securities 12 61 — 73
Total $211,086 $ 6,482 $ (2 $217,566
Held to Maturity
Fannie Mae $ 4492 $ 150 $ — $ 4,642
Freddie Mac 2,217 65 (1) 2,281
Total $ 6,709 $ 215 $ (1) $ 6,923
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4. INVESTMENT SECURITIES (Continued)

Availablefor Sale
Fannie Mae
Freddie Mac
Governmental National Mortgage
Association securities

Total mortgage-backed securities
Obligations of states and political subdivisions
U.S. government agency securities

Total debt securities
Equity securities

Total

Held to Maturity
Fannie Mae
Freddie Mac
Total mortgage-backed securities
U.S. government agency securities

Total

2008
Gross Gross

Amortized Unrealized Unrealized Fair

Cost Gains L osses Value
$ 56,462 $ 189 $ (515 $ 56,136
77,700 269 (282) 77,687
14,037 113 (28) 14,122
148,199 571 (825) 147,945
7,171 104 (129) 7,146
48,887 140 (136) 48,891
204,257 815 (1,090) 203,982
79 17 — 96
$204,336 $ 832 $ (1,090) $204,078
$ 6179 $ 25 $ (V) $ 6,181
3,678 43 1) 3,720
9,857 68 (24) 9,901
2,000 23 — 2,023
$1187 $ 91 % (24 $ 11,924

The amortized cost and fair value of debt securities at September 30, 2009, 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):

Duein oneyear or less

Due after one year through five years
Due after five years through ten years
Due after ten years

Total

AVAILABLE FOR SALE

HELD TO MATURITY

Amortized Fair Amortized Fair
Cost Value Cost Value
$ 1327 $ 1339 $ 1580 $ 1586
21,179 21,461 1,085 1,106
27,120 27,657 2,346 2,469
161,448 167,036 1,698 1,762
$211,074  $217493 $ 6709 $ 6923

For the year ended September 30, 2009, the Company realized gross gains of $184,000, gross |osses of $6,000, and proceeds from the sale of
investment securities of $23,890,000. The Company had no sales of investment securities for the years ending September 30, 2008 and 2007.

Investment securities with carrying values of $18,468,000 and $15,960,000 at September 30, 2009 and 2008, respectively, were pledged to

secure public deposits and other purposes as required by law.
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5. UNREALIZED LOSSESON SECURITIES

The following table shows the Company’s gross unrealized | osses and fair value, aggregated by investment category and length of time that
theindividual securities have been in acontinuous unrealized |oss position (in thousands):

2009
Lessthan Twelve Months Twelve Monthsor Greater Total
Number Gross Gross Gross
of Fair Unrealized Fair Unrealized Fair Unrealized
Securities Value L osses Value L osses Value L osses
Fannie Mae 2 $ 533 % ) $  — $ — $533 $ (2
Freddie Mac 1 — — 38 1) 38 1)
Total 3 $ 533 % @) $ 338 $ (1) $5391 % ©)
2008
Lessthan Twelve Months Twelve Monthsor Greater Total
Number Gross Gross Gross
of Fair Unrealized Fair Unrealized Fair Unrealized
Securities Value L osses Value L osses Value L osses
Fannie Mae 20 $ 41932 $ (53) $  — $ — $41932 $ (538)
Freddie Mac 17 27,530 (257) 940 (26) 28,470 (283)
Governmental National
M ortgage Association
securities 4 3,694 (28) — — 3,694 (29)
Obligations of states and
political subdivisions 6 4,076 (129) — — 4,076 (129)
U.S. government agency
securities 5 18,260 (136) — — 18,260 (136)
Total 52 $ 95492 $ (1,088) $ 20 % (26) $96,432  $ (1,114)

The Company’sinvestment securities portfolio contains unrealized losses on securities, including mortgage-related instrumentsissued 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, and debt obligations of aU.S. state or political subdivision.

The Company reviewsits position quarterly and has asserted that at September 30, 2009, the declines outlined in the above table represent
temporary declines and the Company would not be required to sell the security before its anticipated recovery in market value.

The Company has concluded that any impairment of itsinvestment securities portfolio is not other than temporary but isthe result of interest
rate changes that are not expected to result in the noncollection of principal and interest during the period. However, as of September 30,
2009 and 2008, the Company recognized losses of $68,000 and $802,000, respectively, on equity securities that it deemed, through analysis of
the security, to be other than atemporary loss. The lossis related to Fannie Mae perpetual preferred stock that the Company owns. Fannie
Mae was placed into conservatorship by the U.S. Government on September 7, 2008.
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6. LOANSRECEIVABLE
Loans receivable consist of the following (in thousands):

2009 2008

Real estate |oans:
Residential $603,830 $572,038
Construction 1,707 8,254
Commercial 68,040 69,505
Commercia 16,452 11,987
Home equity loans and lines of credit 46,792 47,508
Other 2,526 3,059
739,347 712,351
Less deferred |oan (costs)/fees (48) 546
739,395 711,805
Less allowance for |oan |osses 5,815 4915
Net loans $733,580 $706,890

Mortgage loans serviced by the Company for others amounted to $38,732,000, $16,665,000, and $19,346,000 at September 30, 2009, 2008, and
2007, respectively.

At September 30, 2009, 2008, and 2007, the Company had nonaccrual loans of $4,565,000, $3,938,000, and $555,000, respectively. Additional
interest income that would have been recorded under the original terms of the loan agreements amounted to $422,000, $133,000, and $34,000
for the years ended September 30, 2009, 2008, and 2007, respectively. Included in September 30, 2009, nonaccrual |oans were $480,000 of
impaired loans. Included in September 30, 2008, nonaccrual loans were $2,495,000 of impaired loans.

Impaired loans for the year ended September 30, are summarized as follows (in thousands):

2009 2008 2007
Impaired loans with arelated allowance $1,035  $2697 $—
Impaired loans without arelated allowance 2,835 — —
Related allowance for loan |osses 176 534 —
Average recorded balance of impaired loans 538 225 —

Interest income recognized — —

The Company’s primary business activity iswith customers located within itslocal trade area. Commercial, residential, and consumer loans
are granted. The Company also funds commercial and residential loans originated outside itsimmediate trade area provided such loans meet
the Company’s credit policy guidelines. Although the Company has a diversified loan portfolio at September 30, 2009 and 2008, loans
outstanding to individual s and businesses are dependent upon the local economic conditionsin itsimmediate trade area.

Activity in the allowance for loan losses for the years ended is summarized as follows (in thousands):

2009 2008 2007
Balance, beginning of period $4,915 $4,206 $3,855
Add:
Provision charged to operations 1,500 900 360
L oan recoveries 3 2 1
6,418 5,108 4,216
Lessloans charged off (603) (293) (10)
Balance, end of period $5,815 $4,915 $4,206
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6. LOANSRECEIVABLE (Continued)

The Company has had, and may be expected to have in the future, banking transactions in the ordinary course of business with directors,
officers, their immediate families, and affiliated companies (commonly referred to as related parties), on the same terms including interest rates
and collateral, asthose prevailing at the time for comparabl e transactions with others. At September 30, 2009 and 2008, these persons were
indebted to the Company for loanstotaling $1,143,000 and $1,126,000, respectively. During the year ended September 30, 2009, $196,000 of
loan advances were made and repayments totaled $179,000.

7. FEDERAL HOME LOAN BANK STOCK

The Bank isamember of the Federal Home Loan Bank System. Asamember, the Bank maintains an investment in the capital stock of the
FHLB of Pittsburgh in an amount not less than 70 basis points of the outstanding unused FHL B borrowing capacity or /20 of its outstanding
FHLB borrowings, whichever is greater, as cal culated throughout the year.

8. PREMISESAND EQUIPMENT
Premises and equipment consist of the following (in thousands):

2009 2008
Land and land improvements $ 3874 $ 3531
Buildings and leasehold improvements 9,316 9,206
Furniture, fixtures, and equipment 7,350 7,029
Construction in process 119 76
20,659 19,842
Less accumulated depreciation (10,039) (9,180)
Total $ 10,620 $10,662

Depreciation expense amounted to $979,000, $1,059,000, and $1,055,000 for the years ended September 30, 2009, 2008, and 2007, respectively.

9. DEPOSITS
Deposits and their respective weighted-average interest rates consist of the following major classifications (in thousands):

2009 2008
Weighted- Weighted-
Average Average
Interest Rate Amount Interest Rate Amount

Non-interest-bearing demand accounts — % $ 25415 — % $ 24,862
NOW accounts 0.09 54,635 0.08 55,694
Money market accounts 1.25 109,265 2.57 74,807
Savings and club accounts 0.40 66,305 0.40 61,444
Certificates of deposit 2.92 153,235 3.63 153,722
Total 1.50% $408,855 2.09% $370,529
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9. DEPOSITS(Continued)

2009 2008
Weighted- Weighted-
Average Average
Interest Rate Amount Interest Rate Amount
Certificates of deposit:

0.00 - 2.00% 1.18% $ 47,714 1.99% $ 421
2.01 - 4.00% 3.08 63,885 3.10 97,408
4.01 - 6.00% 4.67 41,636 457 55,893
Total 2.92% $153,235 3.63% $153,722

At September 30, scheduled maturities of certificates of deposit are as follows (in thousands):

2010 $ 82,208
2011 17,798
2012 16,607
2013 13,793
2014 22,829

Total $153,235

The aggregate amount of time certificates of deposit with a minimum denomination of $100,000 and individual retirement accounts with a
minimum denomination of $250,000 were $66,418,000 and $0, respectively, at September 30, 2009. Time certificates of deposit and individual
retirement accounts in excess of $250,000 were not federally insured at September 30, 2009.

The Emergency Economic Stabilization Act which became law on October 3, 2008, raised the amount of federal deposit insurance coverage
(FDIC) for al deposit accounts to $250,000. This provision of the act is scheduled to expire on December 31, 2013. In addition, on October 14,
2008, the Federal Deposit Insurance Corporation announced anew program — the Temporary Liquidity Guarantee Program, which provides
FDIC coverage of non-interest-bearing deposit transaction accounts and certain other accounts regardless of dollar amount. This new
program is scheduled to expire June 30, 2010.

The scheduled maturities of time certificates of deposit in denominations of $100,000 or more are as follows (in thousands):

2009

Within three months $16,913
Three through six months 7,422
Six through twelve months 4,869
Over twelve months 37,214
Total $66,418
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9. DEPOSITS(Continued)

A summary of interest expense on deposits for the years ended is as follows (in thousands):

2009 2008 2007
NOW accounts $ 45 $ 4 $ 45
Money market accounts 1,591 1,684 1,104
Savings and club accounts 271 278 320
Certificates of deposits 5,035 7,063 9,171

Total $6,942 $9,066 $10,640

10. SHORT-TERM BORROWINGS

As of September 30, 2009 and 2008, the Company had $48,091,000 and $39,510,000 of short-term borrowings, respectively, of which $7,091,000
and $24,010,000, respectively, were advances on a $75,000,000 line of credit with the FHLB.

All borrowings from the FHL B are secured by ablanket lien on qualified collateral, defined principally asinvestment securities and mortgage
loans that are owned by the Company free and clear of any liens or encumbrances. During 2009, the Company had aborrowing limit of
approximately $481 million, with avariable rate of interest, based on the FHLB’s cost of funds.

The following table sets forth information concerning short-term borrowings (in thousands):

2009 2008 2007
Balance at year-end $48,091 $39,510 $34,230
M aximum amount outstanding at any month-end 73,162 56,183 46,409
Average balance outstanding during the year 48,171 36,150 33,975
Weighted-average interest rate:
Asof year-end 0.43% 241% 5.17%
Paid during the year 0.82% 3.94% 5.21%

Average balances outstanding during the year represent daily average balances, and average interest rates represent interest expenses
divided by the related average balance.

11. OTHER BORROWINGS
The following table presents contractual maturities of FHLB long-term advances and securities sold under agreements to repurchase (in

thousands):
Stated interest
Maturity range Weighted-aver age rate ranged
Description from to interest rate from to 2009 2008
Convertible 8/31/2010  12/5/2018 4.73% 3.30% 6.06% $ 68,000 $ 64,000
Fixed rate 11/23/2009  9/11/2014 413 248 5.95 171,607 170,247
Mid-term 10/19/2009  9/24/2012 3.46 2.03 5.35 85,900 94,000
Securities sold under
agreements to repurchase 1/17/2011 9/3/2018 3.50 2.37 4,01 65,000 45,000
Total $390,507  $373,247
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11. OTHER BORROWINGS (Continued)

Maturities of FHLB long-term advances and securities sold under agreements to repurchase are summarized as follows (in thousands):

Year Ending September 30, Amount Weighted-average Rate
2010 $71,500 4.33%

2011 89,247 4.45

2012 74,100 3.78

2013 87,300 3.62

2014 33,360 3.55

2015 and thereafter 35,000 3.89
Total $390,507 3.99%

Included above are ten convertible notes, which total $68,000,000 and are convertible to variable-rate advances on specific dates at the
discretion of the FHLB. Should the FHLB convert these advances, the Bank has the option of accepting the variable rate or repaying the
advance without penalty.

The FHLB long-term advances are secured by qualifying assets of the Bank, which include the FHLB stock, securities, and first-mortgage
loans.

Included in other borrowings are sales of securities under repurchase agreements. Repurchase agreements are treated as financings with the
obligations to repurchase securities sold reflected as aliability in the balance sheet. The dollar amount of securities underlying the
agreements remains recorded as an asset, although the securities underlying the agreements are delivered to the brokers who arranged the
transactions.

Securities sold under agreements to repurchase are secured by U.S. government agency and mortgage-backed securitieswith acarrying
value of $78,163,000 and $49,646,000 at September 30, 2009 and 2008, respectively.
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12.

INCOME TAXES
The provision for income taxes consists of (in thousands):

2009 2008 2007

Current:
Federal $3,331 $3,357 $ 2,313
State 80 105 56
Total current taxes 3,411 3,462 2,369
Deferred income tax benefit (858) (394) (1,587)
Total incometax provision $2,553 $3,068 $ 782

Thetax effects of deductible and taxable temporary differences that gave rise to significant portions of the deferred tax assets and deferred
tax liabilities are asfollows (in thousands):

2009 2008
Deferred tax assets:
Allowance for |oan |osses $ 1,977 $1,671
Net unrealized loss on securities — 88
Charitable contributions carryover 3,538 3,858
Employee benefit plan 1,796 1,295
Writedown of preferred stock 340 317
Other 502 401
Total gross deferred tax assets 8,153 7,630
Vauation alowance (2,633) (2,930)
Total net deferred tax assets 5,520 4,700
Deferred tax liabilities:
Pension plan 366 560
Net unrealized gain on securities 2,203 —
Mortgage servicing rights 98 53
Premises and equipment 240 370
Other 175 122
Total gross deferred tax liabilities 3,082 1,105
Net deferred tax assets $2,438 $ 3,595

The Company establishes a valuation allowance for deferred tax assets when management believes that the deferred tax assets are not likely
to berealized either through a carry back to taxable incomein prior years, future reversals of existing taxable temporary differences, and, to a
lesser extent, future taxable income. The tax deduction generated by the contribution to the ESSA Bank & Trust Foundation and the write
down for other-than-temporary impairment of the Fannie Mae preferred stock exceeded the allowable federal income tax deduction limitations,
resulting in the establishment of a valuation allowance in the amount of $2,633,000 and $2,930,000 at September 30, 2009 and 2008,
respectively.

The amount of tax benefit recognized on the other-than-temporary impairment charge in 2008 was based on the tax characteristics of this
security. This security istreated as capital for tax purposes which limits the tax benefits recorded. On October 3, 2008, the Emergency
Economic Stabilization Act was enacted which includes a provision permitting banks to recognize | osses relating to Fannie Mae and Freddie
Mac preferred stock as an ordinary loss, thereby allowing the Company to recognize atax benefit on the losses. Had the legislation beenin
effect as of September 30, 2008, and had the Company recognized the loss as an ordinary loss for the fiscal year ended September 30, 2008;
the positive impact recorded would have been $273,000 or $0.02 per diluted share. The Company recognized the additional tax benefit in the
quarter ending December 31, 2008.

F-28



Table of Contents

12. INCOME TAXES (Continued)

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

2009 2008 2007

% of % of % of

Pretax Pretax Pretax

Amount Income Amount Income Amount Income

Provision at statutory rate $3,097 34.0% $3,109 34.0%  $(1,477) (34.00%
Valuation allowance (297) (3.3 333 37 2,597 60.0
Income from Bank-owned life insurance (189) (2.1) (195) (2.1) (192) (4.4
Tax-exempt income (221) (2.4) (186) (2.0) (131 (3.0)
Low-income housing credits (58) (0.6) (61) (0.7 (64) (1.5)
Other, net 221 24 68 0.7 49 0.9
Actual tax expense and effective rate $2,553 28.0%$ 3,068 336% $ 782 18.0%

The Bank is subject to the Pennsylvania Mutual Thrift Institutions Tax that is calculated at 11.5 percent of earnings based on U.S. generally
accepted accounting principles with certain adjustments.

Retained earnings include $4,308,000 at September 30, 2009, for which no provision for federal income tax has been made. This amount
represents deductions for bad debt reserves for tax purposes, which were only allowed to savings institutions that met certain definitional
tests prescribed by the Internal Revenue Code of 1986, as amended. The Small Business Job Protection Act of 1996 eliminated the special bad
debt deduction granted solely to thrifts. Under the terms of the Act, there would be no recapture of the pre-1988 (base year) reserves.
However, these pre-1988 reserves would be subject to recapture under the rules of the Internal Revenue Code if the Bank itself pays acash
dividend in excess of earnings and profits or liquidates. The act also provides for the recapture of deductions arising from “applicable excess
reserve: defined as the total amount of reserve over the base year reserve.” The Bank’stotal reserve exceeds the base year reserve and
deferred taxes have been provided for this excess.

13. COMMITMENTS

In the normal course of business, management makes various commitments that are not reflected in the consolidated financial statements.
These commitmentsinvolve, to varying degrees, elements of credit and interest rate risk in excess of the amount recognized in the
Consolidated Balance Sheet. The Company’s exposure to credit lossin the event of nonperformance by the other partiesto the financial
instrumentsis represented by the contractual amounts as disclosed. Losses, if any, are charged to the allowance for loan losses. The
Company minimizes its exposure to credit loss under these commitments by subjecting them to credit approval and review procedures and
collateral requirements, as deemed necessary, in compliance with lending policy guidelines.

The off-balance sheet commitments consist of the following (in thousands):

2009 2008

Commitments to extend credit $ 9,024 $ 8,516
Standby letters of credit 2,376 2,018
Unfunded lines of credit 37,835 50,322

Commitments to extend credit consist of fixed-rate commitments with interest rates ranging from 4.25 percent to 6.95 percent. The
commitments outstanding at September 30, 2009, contractually mature in less than one year.
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14.

15.

COMMITMENTS (Continued)

Theinstrumentsinvolve, to varying degrees, elements of credit and interest rate risk in excess of the amount recognized in the Consolidated
Balance Sheet. The Company uses the same credit policiesin making commitments and conditional obligations asit does for on-balance
sheet instruments. The amount of collateral obtained, as deemed necessary, is based upon management’s credit evaluation in compliance
with the lending policy guidelines. Since many of the credit line commitments are expected to expire without being fully drawn upon, the total
contractual amounts do not necessarily represent future funding requirements.

Standby letters of credit and financial guarantees represent conditional commitmentsissued to guarantee performance of a customer to a
third party. The coverage period for these instrumentsistypically aone-year period with renewal option subject to prior approval by
management. Fees earned from the issuance of these | etters are recognized over the coverage period. For secured letters of credit, the
collateral istypically Company deposit instruments.

LEASE COMMITMENTSAND TOTAL RENTAL EXPENSE

The Company leases various branch locations and other offices under long-term operating leases. Future minimum |lease payments by year
and in the aggregate, under noncancellable operating leases with initial or remaining terms of one year or more, consisted of the following at
September 30, 2009 (in thousands):

2010 $ 461
2011 474
2012 442
2013 349
2014 337
2014 and beyond 2,053
Total $4,116

Thetotal rental expenses for the above leases for the years ended September 30, 2009, 2008, and 2007, were $536,000, $526,000, and $464,000,
respectively.

EMPLOYEE BENEFITS
Employee Stock Owner ship Plan (“ ESOP")

In connection with the conversion, the Company created an ESOP for the benefit of employees who meet the eligibility requirements, which
include having completed one year of service with the Company or its subsidiary and attained age 21. The ESOP trust acquired 1,358,472
shares of the Company’s stock from proceeds from aloan with the Company. The Company makes cash contributions to the ESOP on an
annual basis sufficient to enable the ESOP to make the required loan payments. Cash dividends paid on allocated shares are distributed to
participants and cash dividends paid on unallocated shares are used to repay the outstanding debt of the ESOP. The ESOP trust’s
outstanding loan bearsinterest at 3.25 percent and requires an annual payment of principal and interest of $1,103,000 through December of
2036. The Company’s ESOP, which isinternally leveraged, does not report the loans receivable extended to the ESOP as assets and does not
report the ESOP debt due to the Company.
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EMPLOYEE BENEFITS (Continued)
Employee Stock Ownership Plan (* ESOP”) (Continued)

Asthedebt isrepaid, shares are released from the collateral and allocated to qualified employees based on the proportion of payments made
during the year to remaining amount of payments due on the loan through maturity. Accordingly, the shares pledged as collateral are
reported as unallocated common stock held by the ESOP shares in the Consolidated Balance Sheet. As shares are released from collateral, the
Company reports compensation expense equal to the current market price of the shares, and the shares become outstanding for earnings-per-
share computations. The Company recognized ESOP expense of $614,000, $576,000, and $339,000 for the years ended September 30, 2009,
2008, and 2007, respectively.

The following table presents the components of the ESOP shares:

2009 2008
Allocated shares 90,565 45,282
Shares committed to be released 33,962 33,962
Unreleased shares 1,233,945 1,279,228
Total ESOP shares 1,358,472 1,358,472
Fair value of unreleased shares (in thousands) $ 16,300 $ 17,781

Equity I ncentive Plan

In May 2008, the Company implemented the ESSA Bancorp, Inc. 2007 Equity Incentive Plan (the “ Plan”). The Plan providesfor atotal of
2,377,326 shares of common stock for issuance upon the grant or exercise of awards. Of the shares available under the Plan, 1,698,090 may be
issued in connection with the exercise of stock options and 679,236 may be issued as restricted stock. The Plan allows for the granting of
non-qualified stock options (“NSOs’), incentive stock options (“1SOs"), and restricted stock. Options are granted at no less than the fair
value of the Company’s common stock on the date of the grant.

On May 23, 2008, certain officers, employees and outside directors were granted in aggregate 1,140,469 NSOs; 317,910 |SOs; and 590,320
shares of restricted stock. In accordance with generally accepted accounting principles, the Company began to expense 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. Additionally, generally accepted accounting
principles require the Company to report: (1) the expense associated with the grants as an adjustment to operating cash flows and (2) any
benefits of realized tax deductionsin excess of previously recognized tax benefits on compensation expense as a financing cash flow.

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

Restricted shares vest over afive-year 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’srestricted stock plan. Management recognizes
compensation expense for the fair value of restricted shares on a straight-line basis over the requisite service period for the entire award.
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15 EMPLOYEE BENEFITS (Continued)

Equity Incentive Plan (Continued)

During the year ended September 30, 2009 and 2008, the Company recorded $2.2 million and $717,000, respectively, of share-based
compensation expense, consisting of stock option expense of $694,000 and $232,000, respectively, and restricted stock expense of $1.5 million
and $485,000, respectively. Expected future expense relating to the 1,166,703 non-vested options outstanding as of September 30, 2009, is $2.5
million over the remaining vesting period of 3.67 years. Expected future compensation expense relating to the 471,531 restricted shares at
September 30, 2009, is $5.3 million over the remaining vesting period of 3.67 years.

The following isasummary of the Company’s stock option activity and related information for its option plan for the year ended
September 30, 2009.

Weighted- Weighted-average Aggregate
average Remaining Intrinsic
Number of Exercise Contractual Term Value
Stock Options Price (in years) (in thousands)
Outstanding, September 30, 2008 1,458,379 $ 1235 9.67 $ 2,260
Granted — — — —
Exercised — — — —
Forfeited — — — —
Outstanding, September 30, 2009 1,458,379 $ 1235 8.67 $ 1,254
Exercisable at year-end 291,676 $ 12.35 8.67 $ 251

The weighted-average grant date fair value of the Company’s non-vested options as of September 30, 2009 and 2008, was $2.38.
Thefollowing isasummary of the status of the Company’srestricted stock as of September 30, 2009, and changes therein during the year

then ended:
Weighted-
average
Number of Grant Date
Restricted Stock Fair Value
Nonvested at September 30, 2008 589,414 12.35
Granted — —
Vested (117,883) 12.35
Forfeited — —
Nonvested at September 30, 2009 471,531 $ 1235

Defined Benefit Plan

The Bank sponsors atrusteed, noncontributory defined benefit pension plan covering substantially all employees and officers. The plan
callsfor benefitsto be paid to eligible employees at retirement based primarily upon years of service with the Bank and compensation rates
near retirement. The Bank’s funding policy isto make annual contributions, if needed, based upon the funding formula devel oped by the
plan’sactuary.
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15. EMPLOYEE BENEFITS (Continued)

Defined Benefit Plan (Continued)

The Company adopted the recognition provisions of FAS No. 158, Employers' Accounting for Defined Benefit Pension and Other
Postretirement Plans (incorporated into Accounting Standards Codification Topic 715, Compensation — Retirement Benefits) and initially
applied them to the funded status of its defined benefit pension plan as of September 30, 2007. Theinitia recognition of the funded status of
its defined benefit pension plan resulted in a decrease in consolidated stockholders' equity of $2,426,000, which was net of atax benefit of
$1,250,000.

The following table sets forth the incremental effect of Accounting Standards Codification Topic 715, Compensation — Retirement Benefits
(ASC Topic 715), on individua line itemsin the Consolidated Balance Sheet at September 30, 2007 (in thousands):

Before application of After application of
ASC Topic 715 Adjustments ASC Topic 715

Other assets $ 10,800 $ (1,077) $ 9,723
Total assets 911,492 (1,077) 910,415
Other liabilities 4,308 1,349 5,657
Total liabilities 704,374 1,349 705,723
Accumulated other comprehensive income (l0ss) 49 (2,426) (2,377)
Total stockholders' equity 207,118 (2,426) 204,692
Total liabilities and stockholders’ equity 911,492 (1,077) 910,415

The following table sets forth the change in plan assets and benefit obligation at September 30 (in thousands):

2009 2008
Changein benefit obligation:
Benefit obligation at beginning of year $ 8,495 $ 8,716
Service cost 358 517
Interest cost 510 572
Actuarial gains (losses) 1,180 (1,305)
Benefits paid (166) (5)
Benefit obligation at end of year 10,377 8,495
Changein plan assets:
Fair value of plan assets at beginning of year 6,366 7,366
Actual return on plan assets 4 (995)
Contributions 1,600 —
Benefits paid (166) (5)
Fair value of plan assets at end of year 7,804 6,366
Funded status $(2,573) $(2,129)
Amounts not yet recognized as a component of net periodic pension cost (in
thousands):
2009 2008 2007
Amounts recognized in accumulated other comprehensive income (loss) consist of:
Net loss $ 5,265 $ 3,782 $3,639
Prior service cost 18 28 38
Total $ 5,283 $ 3,810 $3,677

The accumul ated benefit obligation for the defined benefit pension plan was $6,203,000 and $4,830,000 at September 30, 2009 and 2008,
respectively.
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15. EMPLOYEE BENEFITS (Continued)
Defined Benefit Plan (Continued)

The following table comprises the components of net periodic benefit cost for the years ended (in thousands):

2009 2008 2007
Service cost $ 358 $ 517 $ 614
Interest cost 510 572 478
Expected return on plan assets (509) (660) (443)
Amortization of prior service cost 10 10 9
Amortization of unrecognized loss 202 207 182

Net periodic benefit cost $ 571 $ 646 $ 840

The estimated prior service cost and net loss for the defined benefit pension plans that will be amortized from accumul ated other
comprehensive income (loss) into net periodic benefit cost over the next fiscal year are $302,000 and $10,000, respectively.

Weighted-average assumptions used to determine benefit obligations:

2000 2008
Discount rate 5.50% 6.00%
Rate of compensation increase 5.00 5.50
Weighted-average assumptions used to determine net periodic benefit cost for years ended:

200 2008 2007
Discount rate 6.00% 575%  6.25%
Expected long-term return on plan assets 8.00 8.00 8.00
Rate of compensation increase 5.50 5.50 5.50

The expected long-term rate of return was estimated using market benchmarks by which the plan assets would outperform the market in the
future, based on historical experience adjusted for changes in asset allocation and expectations for overall lower future returns on similar
investments compared with past periods.

Plan Assets
The Bank’s defined benefit pension plan weighted-average asset allocations at September 30, by asset category, are asfollows:

Asset Category 2009 2008

Cash and fixed income securities "35.2%  354%

Equity securities _64.8 646
Total 100.0%  100.0%
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EMPLOYEE BENEFITS (Continued)
Defined Benefit Plan (Continued)

The Bank believes that the plan’srisk and liquidity position are, in large part, afunction of the asset class mix. The Bank desiresto utilize a
portfolio mix that resultsin a balanced investment strategy. Two asset classes are outlined, as above. The target allocations of these classes
are asfollows: equities, 65 percent, and cash and fixed income, 35 percent.

Cash Flows
The Bank expects to contribute $500,000 to its pension plan in 2010.
Estimated future benefit payments, which reflect expected future service, as appropriate, are as follows (in thousands):

2010 $21
2011 25
2012 32
2013 41
2014 55
2015 - 2019 831

401(k) Plan

The Bank also has a savings plan qualified under Section 401(k) of the Internal Revenue Code, which covers substantially all employees over
21 years of age. Employees can contribute to the plan, but are not required to. Employer contributions are allocated based on employee
contribution levels. The expense related to the plan for the years ended September 30, 2009, 2008, and 2007, were $224,000, $210,000, and
$195,000, respectively.

Supplemental Executive Retirement Plan

The Bank maintains asalary continuation agreement with certain executives of the Bank, which provides for benefits upon retirement to be
paid to the executive for no less than 192 months, unless the executive elects to receive the present value of the payments as alump sum.
The Bank has recorded accruals of $694,000 and $666,000, at September 30, 2009 and September 30, 2008, respectively, which represents the
estimated present value (using a discount rate of 6.25 percent) of the benefits earned under this agreement.

REGULATORY RESTRICTIONS
Reserve Requirements

The Bank isrequired to maintain reserve fundsin cash or in deposit with the Federal Reserve Bank. The required reserve at September 30,
2009 and 2008, was $4,303,000 and $4,295,000, respectively.

Dividend Restrictions

Federal banking laws, regulations, and policies limit the Bank’s ability to pay dividendsto the Company. Dividends may be declared and paid
by the Bank only out of net earnings for the then current year. A dividend may not be declared or paid if it would impair the general reserves
of the Bank as reguired to be maintained under the Savings Association Code. In addition, the Bank isrequired to notify the Office of Thrift
Supervision prior to declaring adividend to the Company, and receive the nonobjection of the Office of Thrift Supervision to any such
dividend.
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REGULATORY CAPITAL REQUIREMENTS

Federal regulations require the Bank to maintain certain minimum amounts of capital. Specifically, the Bank is required to maintain certain
minimum dollar amounts and ratios of Total and Tier | capital to risk-weighted assets and of Tier | capital to average total assets.

In addition to the capital requirements, the Federal Deposit Insurance Corporation Improvement Act (“FDICIA™) established five capital
categoriesranging from “well capitalized” to “critically undercapitalized.” Should any institution fail to meet the requirementsto be
considered “ adequately capitalized,” it would become subject to a series of increasingly restrictive regulatory actions. Management believes
as of September 30, 2009, the Bank met all capital adequacy requirements to which they are subject.

As of September 30, 2009 and 2008, the OT S categorized the Bank as well capitalized under the regulatory framework for prompt corrective
action. To be classified as awell capitalized financial institution, Total risk-based, Tier 1 risk-based, core capital, and tangible equity capital
ratios must be at least 10 percent, 6 percent, 5 percent, and 1.5 percent, respectively. There have been no conditions or events since the
notification that management believes have changed the Bank’s category.

The following table reconciles the Bank’s capital under U.S. generally accepted accounting principles to regulatory capital (in thousands):

2009 2008
Total stockholders’ equity $154,214 $143,146
Accumulated other comprehensive (income) loss (662) 2,560
Disallowed servicing assets (260) (147)
Tier I, core, and tangible capital 153,292 145,565
Allowance for |oan |osses 5,639 4,381
Unrealized gains on equity securities 27 7
Total risk-based capital $158,958 $149,953
The Bank’s actual capital ratios are presented in the following table (dollars in thousands):
2009 2008
Amount Ratio Amount Ratio
Total Capital
(to Risk-Weighted Assets)
Actual $158,958  31.0%  $149,953  30.3%
For Capital Adequacy Purposes 41,063 8.0 39,586 8.0
To Be Well Capitalized 51,329 100 49482 100
Tier | Capital
(to Risk-Weighted Assets)
Actual $153292 29.9%  $145565  29.4%
For Capital Adequacy Purposes 20,531 4.0 19,793 4.0
To Be Well Capitalized 30,797 6.0 29,689 6.0
Tier | Capital
(to Adjusted Assets)
Actual $153,292  152%  $145565  15.5%
For Capital Adequacy Purposes 40,418 4.0 37,561 4.0
To Be Well Capitalized 50,523 5.0 46,952 5.0
Tangible Capital
(to Tangible Assets)
Actual $153,292 152%  $145565 155%
For Capital Adequacy Purposes 15,157 15 14,086 15
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18.

FAIR VALUE MEASUREMENTS

The Company adopted new, generally accepted accounting principlesrelated to Fair Value Measurements on October 1, 2008, which
provides consistency and comparability in determining fair value measurements and provides for expanded disclosures about fair value
measurements. 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 priceisthe 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.

The following table presentsinformation about the Company’s securities, other real estate owned and impaired |oans measured at fair value
as of September 30, 2009, and indicates the fair value hierarchy of the valuation techniques utilized by the Company to determine such fair
value:

September 30, 2009

Level | Level 11 Level 111 Total
Assets measured at fair value on arecurring basis:
Investment securities available for sale
M ortgage-backed securities $— $188,264 $ — $188,264
Obligations of states and political subdivisions — 7,483 — 7,483
U.S. government agencies — 21,746 — 21,746
Equity securities 73 — — 73
Assets measured at fair value on a non-recurring basis:
Other real estate owned — 2,579 — 2,579
Impaired loans — 3,694 — 3,694
Mortgage servicing rights — — 289 289

Investment Securities Availablefor Sale

Fair valuesfor securities available for sale are determined by obtaining quoted prices on nationally recognized securities exchanges or matrix
pricing, which isamathematical technique which iswidely used in the industry to value debt securities without relying exclusively on quoted
prices for the specific securities but rather by relying on the securities’ relationship to other benchmark quoted securities.

Mortgage Servicing Rights (M SRs)

Mortgage Servicing Rights are carried at the lower of cost or estimated fair value. The estimated fair values of M SRs are obtained through
independent third-party valuations through an analysis of future cash flows, incorporating estimates of assumptions market participants
would use in determining fair value, including market discount rates, prepayment speeds, servicing income, servicing costs, default rates and
other market-driven data, including the market’s perception of future interest rate movements and, as such, are classified asLevel I11.
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18. FAIRVALUE MEASUREMENTS (Continued)

Impaired L oans

The Company has measured impairment on impaired |oans generally based on the fair value of the loan’s collateral. Fair value is generally
determined based upon independent third-party appraisals of the properties. These assets are included above as Level 11 fair values. Thefair
value consists of the loan balances of $3,870,000 |ess their valuation allowances of $176,000 at September 30, 2009.

Real Estate Owned

Other real estate owned (OREOQ) 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 fair value, less cost to sell. Income and expenses from operations and changesin valuation
alowance areincluded in the net expenses from OREO.

19. FAIRVALUE OF FINANCIAL INSTRUMENTS
Thefair values of the Company’sfinancial instruments are as follows (in thousands):

2009 2008
Carrying Fair Carrying Fair
Value Value Value Value
Financial assets:

Cash and cash equivalents $ 18593 $ 18593 $ 12614 $ 12,614
Certificates of deposit 5,355 5,355 3,777 3,777

Investment and mortgage-backed securities:
Availablefor sale 217,566 217,566 204,078 204,078
Held to maturity 6,709 6,923 11,857 11,924
L oans receivable, net 733,580 750,163 706,890 699,943
Accrued interest receivable 4,419 4,419 4,726 4,726
FHLB stock 20,727 20,727 19,188 19,188
Mortgage servicing rights 289 289 156 156
Bank-owned life insurance 15,072 15,072 14,516 14,516

Financial liabilities:

Deposits $408,855  $412,438  $370,529  $373,253
Short-term borrowings 48,091 48,091 39,510 39,510
Other borrowings 390,507 408,039 373,247 380,394
Advances by borrowers for taxes and insurance 1,377 1,377 2,047 2,047
Accrued interest payable 1,786 1,786 1,670 1,670

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.
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19.

FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

Fair valueis defined as the amount at which afinancial instrument could be exchanged in a current transaction between willing parties other
thaninaforced or liquidation sale. If aquoted market priceis available for afinancial instrument, the fair value would be cal cul ated 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.

Asmany 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 aparticular 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 Company,
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 Taxesand I nsurance, and
Accrued | nterest Payable

Thefair value approximates the current book value.

Bank-Owned Lifelnsurance

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

Investment and M ortgage-Backed Securities Availablefor Sale and Held to M aturity and FHL B Stock

Thefair value of investment and mortgage-backed securities available for saleis equal to the available quoted market price. If no quoted
market priceisavailable, fair valueis estimated using the quoted market price for similar securities. Since the FHLB stock is not actively
traded on a secondary market and held exclusively by member financial institutions, the fair market value approximates the carrying amount.

Certificates of Deposit, L oans Receivable, Deposits, Other Borrowings, and M ortgage Servicing Rights

Thefair values for loans and mortgage servicing rights are estimated by discounting contractual cash flows and adjusting for prepayment
estimates. Discount rates are based upon rates generally charged for such loans with similar characteristics. Demand, savings, and money
market deposit accounts are valued at the amount payable on demand as of year end. Fair values for certificates of deposit, time deposits,
and other borrowings are estimated using a discounted cash flow calculation that applies contractual costs currently being offered in the

existing portfolio to current market rates being offered for deposits and 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. The contractual amounts of unfunded commitments are presented in Note 13.
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20. PARENT COMPANY
Condensed financia statements of ESSA Bancorp, Inc. are asfollows:

CONDENSED BALANCE SHEET

September 30,
2009 2008
ASSETS
Cash and due from banks $ 10448 $ 3164
Certificates of deposit 1,495 —
Investment securities available for sale 19,232 52,934
Investment in subsidiary 154,214 143,146
Other assets 2,049 3,436
TOTAL ASSETS $187,438  $202,680
LIABILITIESAND STOCKHOLDERS EQUITY
Other liabilities $ 1932 $ 2594
Stockholders' equity 185,506 200,086
TOTAL LIABILITIESAND STOCKHOLDERS EQUITY $187,438  $202,680
CONDENSED STATEMENT OF INCOME
For the Period
April 3, to
Year Ended September 30, September 30,
2009 2008 2007
INCOME
Interest income $ 1659 $ 334 $ 2,192
Net gains on sale of investments 30 — —
Other 7 210 113
Tota income 1,696 3,564 2,305
EXPENSES
Contributions to charitable foundation — — 12,696
Professional fees 293 354 102
Other 82 60 27
Total expenses 375 414 12,825
Income (loss) before income tax expense (benefit) 1,321 3,150 (10,520)
Income tax expense (benefit) 522 1,156 (916)
Income (loss) before equity in undistributed net earnings of subsidiary 799 1,994 (9,604)
Equity in undistributed net earnings of subsidiary 5,757 4,083 2,315
NET INCOME (LOSS) $ 6,556 $ 6,077 $ (7,289)
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20. PARENT COMPANY (Continued)
CONDENSED STATEMENT OF CASH FLOWS

OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income (10ss) to net cash provided by (used for)
operating activities:

Equity in undistributed net earnings of subsidiary
Net gain on sale of investments
Increase in accrued income taxes
Decrease (increase) in accrued interest receivable
Deferred federal income taxes
Other, net

Net cash provided by (used for) operating activities

INVESTING ACTIVITIES
Proceeds from repayments of certificates of deposit
Purchase of certificates of deposit
Purchase of investment securities available for sale
Proceeds from principal repayments and maturities

Net cash provided by (used for) investing activities

FINANCING ACTIVITIES
Purchase of treasury stock shares
Dividends on common stock
Net proceeds from the issuance of common stock
Purchase of common stock in connection with ESOP
Net cash provided by (used for) financing activities
Increase (decrease) in cash
CASH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

For the Period

of April 3to
September 30, September 30,
2009 2008 2007

$ 6556 $ 6,077 $ (7,289
(5,757) (4,083) (2,315)
(30) o 11,109
419 1,024 472
801 524 (1,056)
353 16 (1,619)
657 266 (621)
2,999 3,824 (1,319)

1,500 — —
(2,926) — (73,697)
(21,881) (67,426) 15,820
55,927 72,304 (77,903)
32,620 4,878 (135,780)

(25,938) (9,410) —

(2,397) (1,250) —
— — 155,806
— — (13,585)
(28,335) (10,660) 142,221
7,284 (1,958) 5,122

3,164 5,122 —
$ 10,448 $ 3,164 $ 5,122




Table of Contents

21. SELECTED QUARTERLY DATA (Unaudited)

Total interest income
Total interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses
Total noninterest income
Total noninterest expense

Income before income taxes
Income taxes

Net income

Per share data:
Net income
Basic
Diluted
Average shares outstanding
Basic
Diluted

Total interest income
Total interest expense
Net interest income
Provision for loan losses

Net interest income after provision for loan losses
Total noninterest income
Total noninterest expense

Income before income taxes
Income taxes

Net income

Per share data:
Net income
Basic
Diluted
Average shares outstanding
Basic
Diluted

Three Months Ended
December 31, March 31, June 30, September 30,
2008 2009 2009 2009
$ 13256 $ 13250 $ 13233 $ 12,994
6,262 6,041 5,790 5,646
6,994 7,209 7,443 7,348
375 375 375 375
6,619 6,834 7,068 6,973
1,325 1,262 1,747 1,3%4
5,767 5,899 6,287 6,160
2,177 2,197 2,528 2,207
347 660 787 759
$ 1,830 $ 1,537 $ 1,741 $ 1,448
$ 0.13 $ 0.11 $ 0.13 $ 0.11
$ 0.13 $ 0.11 $ 0.13 $ 0.11
14,579,030 14,048,861 13,450,852 13,246,385
14,602,412 14,048,861 13,468,712 13,288,359
Three Months Ended
December 31, March 31, June 30, September 30,
2007 2008 2008 2008
$ 12,889 $ 12,891 $ 13104 $ 13,181
6,690 6,515 6,234 6,203
6,199 6,376 6,870 6,978
150 150 150 450
6,049 6,226 6,720 6,528
1,463 1,325 1,410 605
5,032 5,193 5,315 5,641
2,480 2,358 2,815 1,492
783 704 849 732
$ 1,697 $ 1,654 $ 1,966 $ 760
$ 0.11 $ 0.11 $ 0.13 $ 0.05
$ 0.11 $ 0.11 $ 0.12 $ 0.05
15,662,512 15,675,131 15,659,446 15,390,600
15,662,512 15,675,131 16,046,636 15,408,389
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22. SUBSEQUENT EVENTS

The Company assessed events occurring subsequent to September 30, 2009, through December 11, 2009, for potential recognition and
disclosure in the consolidated financial statements. In October 2009, the Company entered into three lease agreements for the continued
expansion of its branch network. These |ease commitments have been included in Note 14, “ Lease Commitments and Total Rental Expense.”
No other events have occurred that would require adjustment to or disclosure in the consolidated financial statements which were issued
December 11, 2009.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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: December 11, 2009 By: /s/ Gary S. Olson

Gary S. Olson
Chief Executive Officer and President
(Duly Authorized Representative)

Pursuant to the requirements of the Securities Exchange of 1934, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.

Signatures Title Date
/s Gary S. Olson President, Chief Executive Officer and December 11, 2009
Gary S. Olson Director (Principa Executive Officer)
/sl Allan A. Muto Executive Vice President and Chief December 11, 2009
Allan A. Muto Financial Officer (Principal Financial and

Accounting Officer)

/s/ John E. Burrus Director December 11, 2009
John E. Burrus

/s/ William P. Douglass Director December 11, 2009
William P. Douglass

/s/ Daniel J. Henning Director December 11, 2009
Daniel J. Henning

/9 Frederick E. Kutteroff Director December 11, 2009
Frederick E. Kutteroff

/s Robert C. Selig, Jr. Director December 11, 2009
Robert C. Sdlig, Jr.

/s/ John S. Schoonover, Jr. Director December 11, 2009
John S. Schoonover, Jr.
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/9 William A. Viechnicki, D.D.S. Director December 11, 2009
William A. Viechnicki, D.D.S.

/s Elizabeth B. Weekes Director December 11, 2009
Elizabeth B. Weekes
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Section 2: EX-23 (EXHIBIT 23)

Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-157524 on Form S-8 of ESSA Bancorp, Inc. of our report dated
December 11, 2009, relating to our audit of the consolidated financial statements, which appear in the Annual Report on Form 10-K of ESSA
Bancorp, Inc. for the year ended September 30, 2009.

/9 S.R. Snodgrass, A.C.

Wexford, Pennsylvania
December 11, 2009
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Section 3: EX-31.1 (EXHIBIT 31.1)

Exhibit 31.1

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

I, Gary S. Olson, certify that:
1. | havereviewed this Annual Report on Form 10-K of ESSA Bancorp, Inc., a Pennsylvania corporation;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial 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 thisreport, 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(€) and 15d-15(€)) and internal controls over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-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
my supervision, to provide reasonabl e assurance regarding the reliability of financia reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

¢) Evaluated 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 the registrant’s auditors and the audit committee of the registrant’s board of directors:

a)  All significant deficiencies and material weaknesses in 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: December 11, 2009 /sl Gary S. Olson

Gary S. Olson
Chief Executive Officer and President
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Section 4: EX-31.2 (EXHIBIT 31.2)

Exhibit 31.2

Certification of Principle Financial Officer
Pursuant to Section 302 of the Sar banes-Oxley Act of 2002

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

2. Based on my knowledge, thisreport does not contain any untrue statement of amaterial 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 thisreport, 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 controls over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-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
my supervision, to provide reasonabl e assurance regarding the reliability of financia reporting and the preparation of financial
statements for external purposesin accordance with generally accepted accounting principles;

¢) Evaluated 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) Disclosed inthisreport 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 eval uation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors:

a)  All significant deficiencies and material weaknesses in 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 financia information; and

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

Date: December 11, 2009 /s/ Allan A. Muto

Allan A. Muto
Executive Vice President and Chief Financial Officer
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Section 5: EX-32 (EXHIBIT 32)

Exhibit 32

Certification of Principle Executive Officer and Principle 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 hasreviewed
the annual report on Form 10-K for the year ended September 30, 2009 (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 al material respects, the financial condition and results of operations of the
Company.



Date: December 11, 2009 /s Gary S. Olson

Gary S. Olson
Chief Executive Officer and President

Date: December 11, 2009 /s/ 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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