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Quarterly Report Pursuant To Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended March 31, 2017
Or
Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

For the transition period from to

I "% $$9%

% & # "1 %)) *+ 1)

(Exact name of registrant as specified in its charter)

(* s n( ! _ ) i /
(State or other jurisdiction of (IR.S. Employer
incorporation or organization) Identification Number)
( & u( s &*##& m ! 0 uu# m ! / $
(Address of Principal Executive Offices) Zip Code
v 2%

(Registrant’s telephone number)

) (3%

(Former name or former address, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such requirements for the past 90 days.

YES NO

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).

YES NO

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company” and emerging growth company in Rule 12b-2 of the Exchange Act. (Check one)
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Large accelerated filer Accelerated filer
Non-accelerated filer Smaller reporting company
Emerging Growth Company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the

Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). YES
NO

As of May 15, 2017, there were 826,208 shares of the Registrant’s common stock issued and outstanding.
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BEST HOMETOWN BANCORP, INC.

(Amounts in thousands, except share and per share data)
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(Unaudited)
ITEM 1. FINANCIAL STATEMENTS
"' S%E" %(
Cash and due from banks $ 2,692 $ 1,776
Interest-earning deposits in banks 2,254 3,683
Total cash and cash equivalents 4,946 5,459
Available-for-sale securities 25,476 25,162
Loans 76,889 75,462
Allowance for loan losses (1,192) (1,214)
Net loans 75,697 74,248
Premises and equipment, net 3,458 3,141
Bank owned life insurance 3,402 -
Real estate owned, net 29 -
Accrued interest receivable
Investment securities 250 244
Loans receivable 81 74
Deferred tax asset 133 138
Restricted equity securities 405 837
Other assets 112 87
Total assets $ 113,989 109,390
Deposits
Noninterest-bearing $ 5,588 4,781
Interest-bearing 84,534 83,690
Total deposits 90,122 88,471
Federal Home Loan Bank ("FHLB") advances 9,000 6,000
Accrued defined benefit pension and postretirement plans 1,847 1,911
Other liabilities 289 209
Total liabilities 101,258 96,591
Commitments and contingencies
Redeemable common stock held by ESOP plan 55 41
) x4
Preferred stock, $0.01 par value, 1,000,000 shares authorized; none issued and
outstanding - -
Common stock, $0.01 par value, 30,000,000 shares authorized, 826,208 shares
issued and outstanding 8 8
Additional paid-in capital 6,841 6,839
Retained earnings - substantially restricted 8,215 8,330
Unearned Employee Stock Ownership Plan ("ESOP"), 61,742 and 62,844 shares (620) (628)
Accumulated other comprehensive loss, net of tax:
Net unrealized losses on available-for-sale securities (257) (269)
Net unrealized losses on defined benefit pension plan and postretirement medical
plans, net (1,456) (1,481)
Total accumulated other comprehensive loss, net of tax (1,713) (1,750)
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BEST HOMETOWN BANCORP, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Amounts in thousands, except share and per share data)
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BEST HOMETOWN BANCORP, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Amounts in thousands, except share and per share data)

The Company evaluates securities for other-than-temporary impairments (“OTTI”) at least on a quarterly basis, and
more frequently when economic or market concerns warrant such evaluation. The Company considers the length of time
and the extent to which the fair value has been less than cost and the financial condition and near-term prospects of the
issuer. Additionally, the Company considers its intent to sell or whether it will be more likely than not it will be required
to sell the security prior to the security's anticipated recovery in fair value. In analyzing an issuer's financial condition, the
Company may consider whether the securities are issued by Federal Government agencies, whether downgrades by bond
rating agencies have occurred, and the results of reviews of the issuer's financial condition.

Total fair value securities with unrealized losses at March 31, 2017 and December 31, 2016, was $24,235 and $23,817,
which was approximately 95% at both March 31, 2017 and December 31, 2016, of the Company’s available for sale
securities. None of the unrealized losses at March 31, 2017 were recognized into net income for the three months ended
March 31, 2017 because the issuers’ bonds are of high credit quality, management does not intend to sell and it is likely
that management will not be required to sell the securities prior to their anticipated recovery, and the decline in fair value
is largely due to changes in interest rates. The fair value of these securities is expected to recover as they approach their
maturity date or reset date. None of the unrealized losses at December 31, 2016 were recognized as having OTTI during
the three months ended March 31, 2017.

Because the actual cash flows for the SBAP security and mortgage-backed securities may differ from their contractual
maturities, a maturity table is not shown.

There were no sales of securities available-for-sale during the three months ended March 31, 2017 and 2016.
(5) LOANS

The components of loans at March 31, 2017 and December 31, 2016 were as follows:

March 31, December 31,
2017 2016
Real estate loans:
One-to four-family, owner occupied $ 47,238 §$ 47,971
One-to four-family, non-owner occupied 5,231 5,251
Commercial and multi-family 18,320 17,785
Construction and land 2,952 2,676
Commercial business loans 2,046 921
Consumer loans 1,135 901
76,922 75,505
Net deferred loan fees (33) (43)
Total $ 76,889 $ 75,462

11
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BEST HOMETOWN BANCORP, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Amounts in thousands, except share and per share data)

The following tables present the activity in the allowance for loan losses for the three months ended March 31, 2017
and 2016 by portfolio segment:

Beginning Ending
Balance Provision Charge-offs Recoveries Balance
Three Months Ended March 31, 2017
Real estate loans:
One-to-four family, owner occupied $ 657 $ 12 $ 28 $ 63 647
One-to-four family, non-owner
occupied 113 4) - - 109
Commercial and multi-family 309 8 - - 317
Construction and land 42 2 - - 44
Commercial business loans 18 23 - - 41
Consumer loans 26 8 - - 34
Unallocated 49 (49) - - -
$ 1,214 $ -3 (28) $ 6 $ 1,192
Beginning Ending
Balance Provision Charge-offs Recoveries Balance
Three Months Ended March 31, 2016
Real estate loans:
One-to-four family, owner occupied  $ 771 $ 20) % -5 23 753
One-to-four family, non-owner
occupied 82 9) - 1 74
Commercial and multi-family 260 3 - - 263
Construction and land 47 4 - - 43
Commercial business loans 14 3 - - 17
Consumer loans 19 ) - - 18
Unallocated 56 28 - - 84
$ 1,249 § -$ -3 39 1,252
12
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BEST HOMETOWN BANCORP, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts in thousands, except share and per share data)

Page 18 of 48

The following tables present the recorded balances of loans and amount of allowance allocated based upon impairment
method by portfolio segment at March 31, 2017 and December 31, 2016:

At March 31, 2017

Real estate loans:
One-to four-family, owner occupied
One-to four-family, non-owner
occupied
Commercial and multi-family
Construction and land

Commercial business loans

Consumer loans

Unallocated

At December 31, 2016

Real estate loans:
One-to four-family, owner occupied
One-to four-family, non-owner
occupied
Commercial and multi-family
Construction and land

Commercial business loans

Consumer loans

Unallocated

Ending Allowance on Loans Loans

Individually Collectively Individually  Collectively

Evaluated for Evaluated for Evaluated for Evaluated for

Impairment Impairment Total Impairment  Impairment Total
-8 646 $ 646 $ 745 § 46,493 § 47,238
- 110 110 80 5,151 5,231
- 317 317 67 18,253 18,320
- 44 44 14 2,938 2,952
. 41 41 - 2,046 2,046
- 34 34 - 1,135 1,135
-8 11928 1,192 906 $ 76,016 $ 76,922

Ending Allowance on Loans Loans

Individually Collectively Individually  Collectively

Evaluated for Evaluated for Evaluated Evaluated

Impairment Impairment Total Impairment Impairment Total
9% 648 § 657 $ 700 $ 47271 $ 47,971
- 113 113 110 5,141 5,251
- 309 309 69 17,716 17,785
- 42 42 16 2,660 2,676
- 18 18 - 921 921
- 26 26 - 901 901
- 49 49 - - -
93 1,205 § 1,214 $ 895 § 74,610 $§ 75,505

The Company establishes the unallocated allowance for loan losses due to uncertainties that could affect management’s
estimate of probable losses. The unallocated component of the allowance for loan losses is maintained to cover probable
and incurred credit losses inherent in the loan portfolio but not captured in the general component, such as historical loss
experience data that may not precisely correspond to individual loan portfolio segments and to uncertainties in economic

conditions.

13
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BEST HOMETOWN BANCORP, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Amounts in thousands, except share and per share data)

The tables below present loans that were individually evaluated for impairment by portfolio segment at March 31,
2017 and December 31, 2016, including the average recorded investment balance and interest earned for the three months
ended March 31, 2017 and 2016:

March 31, 2017 December 31, 2016
Unpaid Unpaid
Principal Recorded Related Principal Recorded Related
Balance Investment Allowance Balance Investment Allowance

With no recorded allowance:
Real estate loans:

One-to four-family, owner occupied $ 946 $ 745 § -8 915 $ 661 § -
One-to four-family, non-owner occupied 103 80 - 134 110 -
Commercial and multi-family 67 67 - 69 69 -
Construction and land 14 14 - 16 16 -

Commercial business loans - - - - - -
Consumer loans - - - - - -

Total $ 1,130 $ 906 $ -8 1,134 § 856 $ -

With recorded allowance:
Real estate loans:
One-to four-family, owner occupied $ -3 -$ -3 39 $ 39 $ 9
One-to four-family, non-owner occupied - - - - -
Commercial and multi-family - - - - - -
Construction and land - - - - - -
Commercial business loans - - - - - -
Consumer loans - - - - -

Total $ -3 -3 -3 39 § 39 $ 9
Totals:

Real estate loans $ 1,130 $ 906 $ -$ 1,173 $ 895 $ 9
Commercial loans - -

Consumer and other loans - - - - -
Total $ 1,130 $ 906 $ -$ 1,173 $ 895 § 9

Generally, impaired loans with identified losses have been reduced by partial charge-offs and are carried at their
estimated net realizable value. The Company believes no further allowance for loan losses were necessary at March 31,
2017 and December 31, 2016.

There were no loans modified as troubled debt restructurings during the three months ended March 31, 2017 and
2016. At March 31, 2017 and December 31, 2016, there were no residential real estate loans in the process of foreclosure.

14
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BEST HOMETOWN BANCORP, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Amounts in thousands, except share and per share data)

For the Three Months Ended

March 31, 2017 March 31, 2016
Average Interest Average Interest
Recorded Income Recorded Income
Investment Recognized Investment Recognized
With no recorded allowance:
Real estate loans:
One-to four-family, owner occupied $ 703 $ 13 % 1,683 § 27
One-to four-family, non-owner occupied 95 2 82 -
Commercial and multi-family 68 - - -
Construction and land 15 - - -
Commercial business loans - - - -
Consumer loans - - - -
Total $ 881 § 15 $ 1,765 $ 27

With recorded allowance:

Real estate loans:
One-to four-family, owner occupied $ -5 -5 -5 -
One-to four-family, non-owner occupied - - - -
Commercial and multi-family - - - -
Construction and land - - - -
Commercial business loans - - - -
Consumer loans - - - -

Total $ -3 -3 -$ -
Totals:
Real estate loans $ 881 $ 15 % 1,765 $ 27

Commercial loans - - - -
Consumer and other loans - - - -

Total $ 881 $ 15§ 1,765 § 27

15
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BEST HOMETOWN BANCORP, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Amounts in thousands, except share and per share data)

The following tables present the aging of past due loans as well as nonaccrual loans. Nonaccrual loans and accruing
loans past due 90 days or more include both smaller balance homogenous loans and larger balance loans that are evaluated

either collectively or individually for impairment.

Total past due loans and nonaccrual loans at March 31, 2017 and December 31, 2016:

90 Days or Accruing Loans
30-59 Days 60-89 Days More Past Nonaccrual Past Due 90
Past Due Past Due Due Current Total Loans Days or More
March 31, 2017
Real estate loans:
One-to four-family,
owner occupied $ 508 $ 40 $ 19 § 46,671 $ 47238 $ 19 $ -
One-to four-family, non-
owner occupied - 25 - 5,206 5,231 - -
Commercial and multi-
family 203 - 68 18,049 18,320 68 -
Construction and land - - - 2,952 2,952 14 -
Commercial business loans - - - 2,046 2,046 - -
Consumer loans - - - 1,135 1,135 - -
$ 711 $ 65 § 87 $ 76,059 $§ 76,922 $ 101 § -
90 Days or Accruing Loans
30-59 Days 60-89 Days More Past Nonaccrual Past Due 90
Past Due Past Due Due Current Total Loans Days or More
December 31,2016
Real estate loans:
One-to four-family,
owner occupied $ 505 % 40 $ 39 § 47,387 $ 47971 $ 39 § -
One-to four-family, non-
owner occupied 12 43 - 5,196 5,251 30 -
Commercial and multi-
family - 69 - 17,716 17,785 69 -
Construction and land - - - 2,676 2,676 16 -
Commercial business loans - - - 921 921 - -
Consumer loans 3 - - 898 901 - -
$ 520 $ 152 $ 39§ 74,794 $ 75,505 $ 154 $ -

Loan Grades:
Loan Grades:

The Company utilizes a grading system whereby all loans are assigned a grade based on the risk profile of each loan.
Loan grades are determined based on an evaluation of relevant information about the ability of borrowers to service their
debt such as current financial information, historical payment experience, credit documentation, public information, and
current economic trends, among other factors. All loans, regardless of size, are analyzed and are given a grade based upon
the management’s assessment of the ability of borrowers to service their debts.

Pass: Loan assets of this grade conform to a preponderance of our underwriting criteria and are acceptable as a credit

risk, based upon the current net worth and paying capacity of the obligor. Loans in this category also include loans secured
by liquid assets and secured loans to borrowers with unblemished credit histories.
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Pass-Watch: Loan assets of this grade represent our minimum level of acceptable credit risk. This grade may also
represent obligations previously rated “Pass”, but with significantly deteriorating trends or previously rated.

16
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BEST HOMETOWN BANCORP, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Amounts in thousands, except share and per share data)

%$ " ( Loan assets of this grade have a potential weakness that deserves management’s close attention. If
left uncorrected, these potential weaknesses may result in deterioration of repayment prospects for the loan or of the
institution’s credit position at some future date.

! & (Loan assets of this grade are inadequately protected by the current net worth and paying capacity of the
obligor or of the collateral pledged, if any. Loans so classified have a well-defined weakness or weaknesses that
jeopardize the liquidation of the debt. They are characterized by the distinct possibility that the institution will sustain
some loss if the deficiencies are not corrected.

) * "( Loans classified as doubtful have all the weaknesses inherent in those classified as substandard, with the
added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts,
conditions, and values, highly questionable and improbable.

11( Loans classified loss are considered uncollectible and of such little value that their continuance as bankable
assets is not warranted. This classification does not mean that the asset has absolutely no recovery or salvage value, but
rather that it is not practical or desirable to defer writing off this basically worthless asset even though partial recovery
may be effected in the future.

&x' o+ K

The Company groups loans of similar type that share common risk characteristics. We segment our loan portfolio
along with assigning individual risk grades to each loan as part of our methodology for determining our allowance for loan
losses. Those portfolio segments and significant risk characteristics are as follows:

, Y& - - & $% % ( One-to four-family, owner occupied loans consist primarily of loans secured
by first or second mortgages on primary residences, and are originated as primarily as fixed-rate loans for the construction,
purchase or refinancing of a mortgage. These loans are collateralized by owner-occupied properties located in the
Company’s market area. Repayment of these loans is primarily dependent on the personal income of the borrowers, which
can be impacted by economic conditions in their market areas, such as unemployment levels. Repayment can also be
impacted by changes in property values on residential properties.

The Company currently originates residential mortgage loans for our portfolio with loan-to-value ratios of up to 80%
for traditional owner-occupied homes. For traditional homes, the Company may originate loans with loan-to-value ratios
in excess of 80% if the borrower provides additional readily marketable collateral.

, *O&F - , - & %% % ( One-to four-family, non-owner occupied loans are similar to owner
occupied one-to four-family loans in terms of collateral, but they carry greater inherent risks than owner occupied loans,
since the repayment ability of the borrower is generally reliant on the success of the income generated from the property.
The Company currently originates one-to four-family, non-owner occupied mortgage loans for our portfolio with loan-to-
value ratios of up to 80% for traditional owner-occupied homes.

& " ¥ '-( Commercial real estate loans are secured primarily by office buildings, churches and
various income producing properties. Multi-family real estate loans are generally secured by apartment complexes.
Commercial and multifamily real estate loans are underwritten based on the economic viability of the property and
creditworthiness of the borrower, with emphasis given to projected cash flow as a percentage of debt service requirements.
These loans carry increased risks as they involve larger balances concentrated with single borrowers or groups of related
borrowers. Repayment of loans secured by income producing properties depends on the successful operation of the real
estate and the economy. The Company generally obtains personal guarantees on these loans.

The Company currently originates commercial and multi-family loans in amounts of up to 80% of the lesser of the
appraised value or the purchase price of the property with an appropriate projected debt service coverage ratio.
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18°$ (' The Company makes construction loans to individuals for the construction of their primary
residences and to commercial businesses for their real estate needs. These loans generally have maximum terms of nine
months, and upon completion of construction convert to conventional amortizing mortgage loans. Residential construction
loans have rates and terms comparable to one-to-four family residential mortgage loans that the Company originates.
Commercial construction
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loans have rates and terms comparable to other commercial real estate loans that we originate. During the construction
phase, the borrower generally pays interest only. Generally, the maximum loan-to-value ratio of our owner-occupied
construction loans is 80%. Residential construction loans are generally underwritten pursuant to the same guidelines used
for originating permanent residential mortgage loans. Commercial construction loans are generally underwritten pursuant
to the same guidelines used for originating other commercial real estate loans.

The Company also makes interim construction loans for nonresidential properties. In addition, the Company
occasionally makes loans for the construction of homes “on speculation,” but the Company generally permits a borrower
to have only two such loans at a time. These loans generally have a maximum term of nine months, and upon completion
of construction, borrowers can convert to conventional amortizing nonresidential real estate loans. These construction
loans have rates and terms comparable to permanent loans secured by property of the type being constructed that we
originate. Generally, the maximum loan-to-value ratio of these construction loans is 85%.

& ') ! 1" I( Commercial, non-real estate, loans are offered to businesses and professionals in the
Company’s market area. These loans generally have short and medium terms on a collateralized basis. The structure of
these loans are largely determined by the loan purpose and collateral. Sources of collateral can include a lien on
equipment, inventory, receivables and other assets of the company. A UCC-1 is typically filed to perfect our lien on these
assets.

Commercial loans typically are underwritten on the basis of the borrower’s ability to make repayment from the cash
flow of its business and generally are collateralized by business assets. As a result, such loans and leases involve
additional complexities, variables and risks and require more thorough underwriting and servicing than other types of
loans and leases. Repayment of commercial loans largely depends on the successful operation of the business for which an
operating loan is utilized.

! &' I( The Company offers installment loans for various consumer purposes, including the purchase of
automobiles, boats, and for other legitimate personal purposes. The maximum terms of consumer loans is 12 months for
unsecured loans and 12 to 60 months for loans secured by a vehicle, depending on the age of the vehicle. The Company
generally only extends consumer loans to existing customers or their immediate family members, and these loans
generally have relatively low balances. We also originate floating rate home equity lines of credit and home improvement
loans secured by second mortgages.

Consumer loans may entail greater credit risk than a typical residential mortgage loan, particularly in the case of
consumer loans that are unsecured or are secured by rapidly depreciable assets, such as automobiles. In addition,
consumer loan collections are dependent on the borrower’s continuing financial stability, and thus are more likely to be
affected by adverse personal circumstances. Furthermore, the application of various federal and state laws, including
bankruptcy and insolvency laws, may limit the amount which can be recovered on such loans.

18
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The following tables present total loans by risk grade and portfolio segment at March 31, 2017 and December 31,

2016:
e
1 $ [ & O’ 1
&$" *+ -+,
Real estate loans:
One-to four-family, owner occupied $44718 § 932 § 150 § 1,438 $ $47,238
One-to four-family, non-owner occupied 5,151 - - 80 5,231
Commercial and multi-family 18,252 - - 68 18,320
Construction and land 2,763 175 - 14 2,952
Commercial business loans 1,820 - 226 - 2,046
Consumer loans 1,135 - - - 1,135
$73,839 $ 1,107 $ 376 $ 1,600 $ $76,922
%$
1 $ (! & Q)" 1"
$ (&*+ ,-+/0
Real estate loans:
One-to four-family, owner occupied $45335 § 987 § 250 $§ 1,399 $ $47,971
One-to four-family, non-owner occupied 5,141 - - 110 5,251
Commercial and multi-family 17,731 54 - - 17,785
Construction and land 2,483 177 - 16 2,676
Commercial business loans 852 - - 69 921
Consumer loans 901 - - - 901
$72,443 $ 1,218 $§ 250 $ 1,594 $ $75,505

/ 1 $!

At March 31, 2017 and December 31, 2016, advances from the Federal Home Loan Bank were as follows:

&1 83" *+ $ (&

& 2 st ,—t+/
September 21, 2017 ** g 3,000 $ -
March 12, 2018 4.92% 1,000 1,000
July 18, 2018 1.84% 3,000 3,000
July 18,2019 2.21% 2,000 2,000
Total $ 9,000 $ 6,000

** Interest is based on 3 month LIBOR -16 basis points. 0.99% at March 31, 2017.

Each advance is payable at its maturity date, with a prepayment penalty if paid earlier than its maturity date. The
advances were collateralized by $34,874 and $46,544 of first mortgage loans under a blanket lien arrangement at March
31,2017 and December 31, 2016. Based on this collateral and the Company’s holdings of FHLB stock, the Company is

eligible to borrow up to a total of $37,344 at March 31, 2017.

3 4
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The table below presents the valuation methodology and unobservable inputs for Level 3 assets measured at fair value
on a non-recurring basis at March 31, 2017 and December 31, 2016:

Level 3 Quantitative Information

March 31, December 31,
2017 2016 Valuation Unobservable

Fair Value Fair Value Technique Inputs Range

Impaired real estate loans net,
with specific allocations:
Adjustment for
One-to-four family, owner Sales comparison  differences between the
occupied $ 20 $ 39 approach comparable sales 0% to 30%
Real estate owned net:
Adjustment for
One-to-four family, owner Sales comparison  differences between the
occupied $ 29 $ - approach comparable sales 0% to 20%
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Fair Value of Financial Instruments

Many of the Company’s assets and liabilities are short-term financial instruments whose carrying amounts reported in
the consolidated balance sheet approximate fair value and are considered Level 1 assets and liabilities. These items
include cash and cash equivalents, accrued interest receivable and accrued interest payable balances. The estimated fair
values of the Company’s remaining on-balance sheet financial instruments at March 31, 2017 and December 31, 2016 are
summarized below:

Carrying Fair Value
Amount Level 1 Level 2 Level 3 Total
March 31, 2017
Financial assets
Available-for-sale securities $ 25476 $ - $ 25476 $ - $ 25476
Restricted equity securities (1) 405 NA NA NA NA
Loans, net 75,697 - - 76,852 76,852
Financial liabilities
Deposits $ 90,122 $§ 27839 $§ 63377 $ - $ 91,216
FHLB Advances 9,000 - 9,143 - 9,143
December 31, 2016
Financial assets
Available-for-sale securities $ 25162 $ - $ 25162 $ - $ 25162
Restricted equity securities (1) 837 NA NA NA NA
Loans, net 74,248 - - 75,877 75,877
Financial liabilities
Deposits $ 88471 $ 25497 $ 64,082 $ - $ 89,579
FHLB Advances 6,000 - 6,158 - 6,158

(1) It is not practicable to determine fair value of restricted equity securities due to restrictions placed on transferability.
The following methods and assumptions were used in estimating the fair values shown above:
Loans:

The fair value of loans is computed for each loan category using interest rates currently being offered for loans with
similar terms to borrowers of similar credit quality.

Deposits:

Deposits with no defined maturities, such as checking accounts, savings accounts and money market deposit accounts
are, by definition, equal to the amount payable on demand at the balance sheet date. The fair values of certificate accounts
are computed using interest rates currently being offered to deposit customers.

FHLB advances:
FHLB advances are valued at current market interest rates of FHLB advances.
Off-balance sheet commitments:
Fair values for off-balance sheet, credit-related financial instruments are based on fees currently charged to either enter

into similar agreements, taking into account the remaining terms of the agreements and the counterparties’ credit standing.
The fair value of commitments is not material.
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PART 1. FINANCIAL INFORMATION

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Management’s discussion and analysis of financial condition and results of operations at March 31, 2017 and for the
three months ended March 31, 2017 and 2016 is intended to assist in understanding the financial condition and results of
operations of the Company. The information contained in this section should be read in conjunction with the Unaudited
Condensed Consolidated Financial Statements and the notes thereto, appearing in Part 1, Item 1 of this report.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-Q contains forward-looking statements, which can be identified by the use of words such as “estimate,”
“project,” “believe,” “intend,” “anticipate,” “plan,” “seek,” “expect,” “will,” “may” and words of similar meaning. These

forward-looking statements include, but are not limited to:

9 ¢ 2 ¢ 2 <

statements of our goals, intentions and expectations;

statements regarding our business plans, prospects, growth and operating strategies;
statements regarding the asset quality of our loan and investment portfolios; and
estimates of our risks and future costs and benefits.

These forward-looking statements are based on our current beliefs and expectations and are inherently subject to
significant business, economic and competitive uncertainties and contingencies, many of which are beyond our control. In
addition, these forward-looking statements are subject to assumptions with respect to future business strategies and
decisions that are subject to change. We are under no duty to and do not take any obligation to update any forward-looking

statements after the date of this Form 10-Q, except as required by law.

The following factors, among others, could cause actual results to differ materially from the anticipated results or other
expectations expressed in the forward-looking statements:

general economic conditions, either nationally or in our market areas, that are worse than expected;
competition among depository and other financial institutions;

changes in the interest rate environment that reduce our margins or reduce the fair value of financial
instruments;

adverse changes in the securities markets;

changes in laws or government regulations or policies affecting financial institutions, including changes in
regulatory fees and capital requirements;

our ability to enter new markets successfully and capitalize on growth opportunities;
changes in consumer spending, borrowing and savings habits;

changes in accounting policies and practices, as may be adopted by the Securities and Exchange
Commission, the Financial Accounting Standards Board and the Public Company Accounting Oversight
Board,;

changes in our organization, compensation and benefit plans;
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changes in our financial condition or results of operations that reduce capital; and
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changes in the financial condition or future prospects of issuers of securities that we own.

Additional factors that may affect our results are discussed in Best Hometown Bancorp, Inc.’s Annual Report on Form
10-K for the year ended December 31, 2016 as filed with the Securities and Exchange Commission on March 30, 2017,
including under the section titled “Risk Factors”. These factors and the other factors listed above should be considered in
evaluating the forward-looking statements, and undue reliance should not be placed on such statements.

There are no material changes to the critical accounting policies disclosed in the Registrant’s Form S-1 as filed with the
Securities and Exchange Commission.

Our total assets increased $4.6 million, or 4.2%, to $114.0 million at March 31, 2017 from $109.4 million at December
31, 2016. The increase in total assets is primarily due to the $1.4 million increase in net loans and the purchase of bank
owned life insurance of $3.4 million. The increase in total assets was supported by increases in our total deposits and
FHLB advances of $4.6 million, or 4.9%, to $99.1 million at March 31, 2017 from $94.5 million at December 31, 2016.

Gross loans increased by $1.5 million, or 2.0%, to $76.9 million at March 31, 2017 from $75.5 million at December
31, 2016. All of our loan portfolio segments increased except for our one-to four-family owner and non-owner occupied
loans. Our commercial and multifamily, construction and land, commercial business, and consumer loan segments
increased by $535,000, $276,000, $1.1 million, and $234,000, respectively. In total, our one-to four-family, owner
occupied and non-owner occupied loans decreased to $52.4 million at March 31, 2017 from $53.0 million at December
31, 2016. The decrease in one-to four-family loans and increase in all other loan segments, particularly, commercial and
multi-family and commercial business loans, reflects our strategy of focusing our lending efforts more on commercial
lending and an increase in demand for these types of loans during the first quarter of 2017.

Securities available for sale increased by $314,000, or 1.2%, to $25.5 million at March 31, 2017 from $25.2 million at
December 31, 2016. The increase reflects approximately $1.8 million in purchase of additional U.S. government agency
mortgage-backed securities, net of approximately $1.4 million in paydowns on these securities. Our strategy is to limit our
investing activities and deploy as much of our funds into higher-yielding loans.

Real estate owned, net increased to $29,000 at March 31, 2017, which was the result of one foreclosure on a one-to
four-family residential loan during the three months ended March 31, 2017, resulting in a charge off of approximately
$4,000.

Our deposits increased $1.6 million, or 1.8%, to $90.1 million at March 31, 2017 from $88.5 million at December 31,
2016, with $807,000, or 16.8%, of the increase in noninterest-bearing deposits and $844,000, or 1.0%, in interest bearing
deposits. The increase reflects a steady demand by our deposit products, particularly our money market savings and
checking accounts.

FHLB advances increased to $9.0 million at March 31, 2017 from $6.0 million at December 31, 2016. In March of this
quarter, we borrowed $3.0 million in a short-term, 6-month, advance at a variable rate of LIBOR -16 basis points to fulfill
short-term liquidity needs to match our loan growth.

Shareholders’ equity decreased by $82,000, or 0.64%, to $12.7 million at March 31, 2017. The decrease in
shareholders’ equity reflects our net loss of $115 thousand for the three months ended March 31, 2017, offset mainly by a
decrease of $37,000, or 2.1%, of accumulated other comprehensive loss related to available-for-sale securities and the
defined benefit and postretirement medical plans.
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INDEX TO EXHIBITS

Exhibit

number Description
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes- Oxley Act of 2002
31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes- Oxley Act of 2002
32.1 Certification of Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002

101.0 The following materials from Best Hometown Bancorp, Inc.’s Quarterly Report on Form 10-Q for the

quarter ended March 31, 2017, formatted in XBRL (Extensible Business Reporting Language): (i) the
Condensed Consolidated Balance Sheets, (i) the Condensed Consolidated Statements of Operations, (iii)
the Condensed Consolidated Statements of Comprehensive Loss, (iv) the Condensed

Consolidated Statements of Stockholders’ Equity, (v) the Condensed Consolidated Statements of Cash
Flows, and (vi) the Notes to Condensed Consolidated Financial Statements
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