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MESSAGE TO STOCKHOLDERS 

Dear Fellow Stockholders: 

The values of my childhood call me to speak openly and honestly, regardless of the message. After aU, good news and bad news 
travel at the same speed. Unfortunately, this annual report to stockholders is a limited way to communicate, without the more 
immediate contact that leads to the best understanding of our business. During the coming year, we will find ways to keep you 
informed as frequently as possible, because even though we live in an electronic world, information regardmg small community 
banks is still relatively inefficient. 

Here are the facts. First, the financial tsunami of the 2008 and 2009 "Great Recession" reached our flnancial shores in Septem­
ber 2009. The rapid decline in the U.S. economy and, more importantly, in the Ohio economy, led to a sudden wave of negative 
factors which directly and immediately resulted in business contractions, higher vacancy rates and lower valuations for both 
residential and commercial real estate. Add to that the impact of higher unemployment, which directly affected consumers' 
ability to meet their obligations and indirectly affected their confidence in the economic future. As a result of these negative 
factors and their effect on consumers, our Company provided a $99 million increase in the allowance for loan losses and wrote 
off $5.9 million in loan balances. Second, operating expenses increased over the previous year due to a 529% increase in FDIC 
insurance premiums and higher professional fees associated with problem loans. And third, due to the detrimental effect of 
the current economic condition on our performance, and uncertainty regarding how future economic conditions will affect 
our future performance, we recorded a $4.3 million valuation allowance to reduce our net deferred tax asset to zero, amplifying 
the loss even further. Going forward we will recognize the tax benefits as we recognize future taxable income. 

Through it all, the Company remains well capitalized and core earnings continue to improve. CFBank's core earnings - ifwe 
exclude the credit write-offs and the increase in non-controllable expense such as FDIC insurance and certain professional fees 
- were approximately $2 million for 2009. 

As investors, we must aU focus on the results of the Company, but also look inside the Company to determine if the basic premise 
of the business is relevant.To this I would answer in the affirmative. I believe our business model is not only well accepted, 
but is also substantially relevant for the future. Here is why. During 2009 and despite hardships, the Company remained weU 
capitalized and originated over $105 million in new loans. The mortgage team's first full year of operations resulted in a 304% 
increase in gains on sales of loans, which totaled $642,000. Our core controllable noninterest expense actually decreased 
during the year by $244,000. We will continue to be stewards ofthe financial resources provided to our Company. 

Going forward, what should we as investors in community banks consider? First and foremost is a determination whether the 
Company has the capital and financial resources to weather the existing financial storm. As stated, we continue to remain well 
capitalized and generate core earnings to support the Company. Second, we, as investors, need to determine if the factors that 
led to the recession have ended or if the economy will continue a downward trend and, thus, affect our Company. Finally, as 
this storm recedes, are we poised to continue building for the future? Since I have not been given the ability to predict the 
future, aU I can say is that we believe we are prepared for the future economic climate. We have diligently managed CFBank's 
interest rate risk position and are poised for changes in upward movements of the U.S.Treasury yield curve. Our business plan 
remains relevant. I believe our niche focus and sense of urgency in execution will be attractions to many business and individual 
customers. Our belief in the viabiUry of our niche position has resulted in our recent characterization of that position to 
consumers as "banking reinvented." We have dedicated professionals at our Company who daUy perform their duties without 
employment contracts or excessive compensation packages, and who are passionate about meeting the banking needs of our 
commercial and individual customers.We wiU be successful over the long-term. 

There remain substantial challenges ahead for aU banks. As of September 30,2009, the FDIC Deposit Insurance Fund balance 
was a negative $8,243 billion. I estimate that, based on the total of aU insured deposits as of that date, the FDIC must assess in­
surance premiums on aU banks in the amount of $75 biUion to absorb the deficit and have a fund balance of 1.25% of insurable 
deposits. This alone wiU temper the growth in core earnings over the coming years. Also, higher capital ratio requirements wiU 
chaUenge bank management to create reasonable returns without taking on additional volatUity and risk. Our plan is to contin­
ue to focus on our niche business model, and add noninterest income to create returns without the need for additional capital. 

In summary, 2009 was extremely difficult on you, as a stockholder, as weU as us, as managers and stewards. Oiu- goal is to survive, 
then to thrive. We have accompUshed the former and wiU execute on the latter. Along the way, we have been reinventing banking. 

Mark S. AUio 
Chairman, President and CEO 
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MAIMAGEIMEiyT'S DDSCUSSIOI 
OF OPERATIONIS 

AMD ANALYSIS OF FBMAiHCIAL COSyDITIODH AMD RESULTS 

S E L E C T E D F I N A N C I A L A N D O T M E R D A T A 

The information in the foUowing tables should be read in conjunction with our consolidated financial statements, the 
related notes and Management's Discussion and Analysis of Financial Condition and Results of Operations contained in 
this report. 

SELECTED FINANCIAL CONDITION DATA: 

(DOLLARS IN THOUSANDS) AT DECEMBER 31, 

Total assets 

Cash and cash equivalents 

Securities available for sale 

Loans held for sale 

Loans, net''' 

Allowance for loan losses 

Nonperforming assets 

Foreclosed assets 

Other intangible assets 

Deposits 

FHLB advances 

Subordinated debentures 

Total stockholders' equity 

2009 

$ 273,742 

2,973 

21,241 

1,775 

231,105 

7,090 

13,234 

-

169 

211,088 

32,007 

5,155 

23,227 

2008 

$277,781 

4,177 

23,550 

284 

233,922 

3,119 

2,412 

-

-
207,647 

29,050 

5,155 

33,075 

2007 

$ 279,582 

3,894 

28,398 

457 

230,475 

2,584 

574 

85 

194,308 

49,450 

5,155 

27,379 

2006 

$ 236,028 

5,403 

29,326 

2,000 

184,595 

2,109 

297 

-

-
167,591 

32,520 

5,155 

29,085 

2005 

$ 173,021 

2,972 

30,872 

2,419 

124,026 

1,495 

800 

-

-
127,588 

22,995 

5,155 

16,081 

SUMMARY OF OPERATIONS: 

(DOLLARS IN THOUSANDS) FOR THE YEAR ENDED DECEMBER 31, 

Total interest income 

Total interest expense 

Net interest income 

Provision for loan losses 

Net interest income after provision 

Noninterest income: 

Net gain (loss) on sale of securities 

Other 

Total noninterest income 

Impairment loss on goodwill and inte 

Noninterest expense 

Income (loss) before income taxes 

Income tax expense (benefit) 

for loan 

ngibles 

losses 

Net income (loss) 

Net income (loss) available to common stockholders 

2009 

$ 

$ 

14,446 

5,947 

8,499 

9,928 

(1,429) 

-
1,377 

1,377 

-
8,262 

(8,314) 

1,577 

(9,891) 

$ (10,298) 

$ 

$ 
$ 

2008 

15,537 

7,935 

8,702 

917 

7,785 

54 

894 

948 

-
7,749 

984 

261 

723 

694 

$ 

$ 
$ 

2007 

17,523 

9,795 

7,728 

539 

7,189 

-
728 

728 

-
7,997 

(80) 

(53) 

(17) 

(17) 

$ 

$ 
$ 

2005 

13,554 

6,889 

6,765 

820 

5,945 

(5) 

828 

823 

-
5,849 

(81) 

(44) 

(37) 

(37) 

$ 

$ 
$ 

2005 

8,691 

3,723 

4,968 

574 

4,294 

-
866 

865 

1,965 

6,851 

(3,567) 

(377) 

(3,290) 

(3,290) 

(See footnotes on next page.) 
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SELECTED FINANCIAL RATIOS A N D OTHER DATA: 

Performance Ratios: '^""" 

Return on average assets 

Return on average equity 

Average yield on interest-earning assets ® 

Average rate paid on interest-bearing liabilities 

Average interest rate spread <*' 

Net interest margin, fully taxable equivalent '̂ ' 

Interest-earning assets to interest-bearing liabilities 

Efficiency ratio ® 

Noninterest expense to average assets 

Common stock dividend payout ratio 

Capital Ratios:« 

Equity to total assets at end of period 

Average equity to average assets 

Tangible capital ratio <'' 

Core capital ratio '* 

Total risk-based capital ratio <"" 

Asset Quality Ratios: <̂ ' 

Nonperforming loans to total loans <" 

Nonperforming assets to total assets '® 

Allowance for loan losses to total loans 

Allowance for loan losses to nonperforming loans ''' 

Net charge-offs (recoveries) to average loans 

Per Share Data: 

Basic earnings (loss) per common share 

Diluted earnings (loss) per common share 

Dividends declared per common share 

Tangible book value per common share at end of period 

2009 

(3.45%) 

(32.95%) 

5.34% 

2.50% 

2.84% 

3.14% 

114.20% 

83.50% 

2.88% 

n/m 

8.48% 

10.47% 

8.90% 

8.90% 

11.70% 

5.56% 

4.83% 

2.98% 

53.57% 

2.48% 

$(2.51) 

(2.51) 

-
3.91 

AT OR FOR THE YEAR ENDED DECEMBER 31, 

2008 

0.26% 

2.58% 

6.41 % 

3.38% 

3.03% 

3.35% 

110.90% 

80.75% 

2.79% 

125.00% 

11.91% 

9.72% 

9.20% 

9.20% 

11.60% 

1.02% 

0.87% 

1.32% 

129.31% 

0.21% 

$0.16 

0.16 

0.20 

6.36 

2007 

(0.01%) 

(0.06%) 

7.23% 

4.50% 

2.73% 

3.19% 

111.47% 

94.57% 

3.08% 

n/m 

9.79% 

10.81% 

8.50% 

8.50% 

11.00% 

0.21% 

0.21% 

1.15% 

550.00% 

(0.02%) 

$ -

-
0.28 

6.17 

2006 

(0.02%) 

(0.12%) 

6.84% 

4.00% 

2.84% 

3.39% 

115.83% 

90.20% 

3.20% 

n/m 

12.32% 

13.89% 

9.80% 

9.80% 

12.50% 

0.16% 

0.13% 

1.13% 

710,10% 

0.13% 

$(0.01) 

(0.01) 

0.35 

6.40 

2005 

(2.02%) 

(17.71%) 

5.87% 

2.75% 

3.12% 

3.35% 

109.45% 

151.30% 

5.43% 

n/m 

9.29% 

11.43% 

6.90% 

6.90% 

10.10% 

0.64% 

0.45% 

1.19% 

186.88% 

0.14% 

$(1.47) 

(1.47) 

0.36 

7.17 

(1) Loans, net represents gross loans receivable net ofthe aUowance for loan losses, loans in process and deferred loan origination fees. 
(2) Asset quality ratios and capital ratios are end-of-period ratios. All other ratios are based on average monthly balances during the indicated periods. 
(3) Calculations of yield are presented on a taxable equivalent basis using the federal income tax rate of3'̂ '̂ o. 
(4) The average interest rate spread represents the difference between the weighted average yield on average interest-earning assets and the weighted 

average cost of average interest-hearing liabilities. 
(5) The net interest margin represents net interest income as a percent of average interest-earning assets. 
(6) The efficiency ratio equals noninterest expense (excluding amortization of intangibles) divided by net interest income plus noninterest income 

(excluding gains or losses on securities transactions). 
(7) Nonperforming loans consist of nonaccrual loans and other loans 90 days or more past due. 
(8) Nonperforming assets consist of nonperforming loans, other repossessed assets and real estate owned (REO). 
(9) Regulatory capital ratios ofCFBank. 
(10) Performance ratios for the year ended December 31, 2005 were significantly affected by the pre-tax $2.0 million impairment loss on goodwill and intangibles. 

Following are affected performance ratios for 2005 excluding this charge: 
Return on average assets (0.86%) 
Return on average equity (7.27%) 
Efficiency ratio 117.60% 
Ratio of noninterest expense to average tzssets 4.20%) 

Reconciliation of GAAP net loss to loss excluding the impairment loss on goodwill and intangibles: 
GAAP net loss $ (3,290) 
Impairment loss on goodwill and intangibles, net of tax 1,893 
Loss excluding impairment loss on goodwill and intangibles S (1,397) 
Diluted loss per common sbare $ (0.63) 

n/m - not meaningful 
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FORWARD-LOOKING STATEMENTS 

Statements in this Annual Report that are not statements 
of historical fact are forward-looking statements. Forward-
looking statements include, but are not Umited to: (1) pro­
jections of revenues, income or loss, earnings or loss per 
common share, capital structure and other financial items; 
(2) plans and objectives of the Company or its management 
or Board of Directors; (3) statements regarding future events, 
actions or economic performance; and (4) statements of 
assumptions underlying such statements. Words such as 
"estimate,""strategy," "may,"'believe,""anticipate,""expect," 
"predict,""wiU,""intend,""pIan,""targeted," and the negative 
of these terms, or similar expressions, are intended to iden­
tify forward-looking statements, but are not the exclusive 
means of identifying such statements. Various risks and 
uncertainties may cause actual results to differ materiaUy 
from those indicated by our forward-looking statements. 
The following factors could cause such differences: 

• changes in general economic conditions and economic 
conditions in the markets we serve, any ofwhich may 
affect, among other things, our level of nonperforming 
assets, charge-offs, and provision for loan loss expense; 

• changes in interest rates that may reduce net interest 
margin and impact funding sources; 

• changes in market rates and prices, including real estate 
values, which may adversely impact the value of financial 
products including securities, loans and deposits; 

• changes in tax laws, rules and regulations; 

• various monetary and fiscal policies and regulations, 
including those determined by the Federal Reserve Board, 

the Federal Deposit Insurance Corporation (FDIC) and 
the Office of Thrift Supervision (OTS); 

• competition with other local and regional commercial 
banks, savings banks, credit unions and other non-bank 
financial institutions; 

• our abUity to grow our core businesses; 

• technological factors which may affect our operations, 
pricing, products and services; 

• unanticipated Utigation, claims or assessments; and 

• management's ability to manage these and other risks. 

Forward-looking statements are not guarantees of perfor­
mance or results. A forward-looking statement may mclude 
a statement of the assumptions or bases underlying the 
forward-looking statement. The Company believes it has 
chosen these assumptions or bases in good faith and that 
they are reasonable. We caution you however, that assump­
tions or bases almost always vary from actual results, and 
the differences between assumptions or bases and actual 
results can be material. The forward-looking statements 
included in this report speak only as of the date of the 
report. We undertake no obligation to pubUcly release 
revisions to any forward-looking statements to reflect 
events or circumstances after the date of such statements, 
except to the extent required by law. 

Other risks are detailed in our filings with the Securities 
and Exchange Commission, including our Form 10-K filed 
for 2009, aU of which are difficult to predict and many of 
which are beyond our control. 

CENERAIL 

Central Federal Corporation (hereafter referred to, together 
with its subsidiaries, as the Company and individuaUy as 
the Holding Company) is a savings and loan holding com­
pany incorporated in Delaware in 1998. Substantially aU 
of our business is the operation of our principa] subsidiary, 
CFBank, a federaUy chartered savings association formed 
in Ohio in 1892. 

CFBank is a community-oriented flnancial institution offer­
ing a variety of financial services to meet the needs of the 
communities we serve. Our business model emphasizes 
personalized service, clients' access to decision makers, 
solution-driven lending and quick execution, efficient use 
of technology and the convenience of online internet 
banking, remote deposit, corporate cash management and 
telephone banking. We attract deposits from the general 
pubUc and use the deposits, together with borrowings 
and other funds, primarily to originate commercial and 
commercial real estate loans, single-family and multi-family 
residential mortgage loans and home equity lines of credit. 
The majority of our customers are consumers, smaU busi­
nesses and small business owners. 

Our principal market area for loans and deposits includes 
the following Ohio counties: Summit County through our 

offlce in Fairlawn, Ohio; FrankUn County through our office 
in Worthington, Ohio; and Columbiana County through our 
ofiices in Calcutta and WeUsviUe, Ohio. We originate com­
mercial and residential real estate loans and business loans 
primarily throughout Ohio. 

Our net income is dependent primarily on net interest 
income, which is the difference between the interest income 
earned on loans and securities and the cost of funds, 
consisting of interest paid on deposits and borrowed funds. 
Net interest income is affected by regulatory, economic 
and competitive factors that influence interest rates, loan 
demand and deposit flows. Net income is also affected 
by, among other things, loan fee income, provisions for 
loan losses, service charges, gains on loan sales, operating 
expenses, and franchise and income taxes. Operating ex­
penses principally consist of employee compensation and 
beneflts, occupancy, FDIC insurance premiums, and other 
general and administrative expenses. In general, results of 
operations are significantly affected by general economic 
and competitive conditions, changes in market interest rates 
and real estate values, government policies, and actions of 
regulatory authorities. Future changes in appUcable laws, 
regulations or government poUcies may also materiaUy im­
pact our performance. 
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CENERAL (CONTINUED) 

As a result of the current economic recession, which has 
included failures of flnancial institutions, investments in 
banks and other companies by the United States government, 
and government-sponsored economic stimulus packages, 
one area of puWic and poUtical focus is how and the extent 
to which flnancial institutions are regulated by the govern­
ment. The current regulatory environment may result in 
new or revised regulations that could have a material adverse 
impact on our performance. 

The signiflcant volatUity and disruption in capital, credit 
and flnancial markets experienced in 2008 continued to 
have a detrimental affect on our national and local econo­
mies in 2009. These effects include declining real estate 
values; continued tightening in the availabiUty of credit; 
Uliquidity in certain securities markets; increasing loan 
delinquencies, foreclosures, personal and business bank­
ruptcies and unemployment rates; declining consumer 
confldence and spending; significant loan charge-offs 
and write-downs of asset values by financial institutions 
and government-sponsored agencies; and a reduction of 
manufacturing and service business activity and interna­
tional trade. These conditions also adversely affected the 
stock market generally, and have contributed to significant 
declines in the trading prices of flnancial institution stocks. 
We do not expect these difflcult market conditions to 
improve in the short term, and a continuation or worsening 
of these conditions could increase their adverse effects. 

Adverse effects of these conditions include increases in 
loan delinquencies and charge-offs; increases in our loan 
loss reserves based on general economic factors; increases 
to our speciflc loan loss reserves due to the impact of 
these conditions on speciflc borrowers or the collateral for 
their loans; declines in the value of our securities portfolio; 
increases in our cost of funds due to increased competition 
and aggressive deposit pricing by local and national com­
petitors with liquidity needs; attrition of our core deposits 
due to this aggressive deposit pricing and/or consumer 
concerns about the safety of their deposits; increases in 
regulatory and compUance costs; and decUnes in the trading 
price of our common stock. 

Other than as discussed above and noted in the foUowing 
narrative, we are not aware of any market or institutional 
trends, other events, or uncertainties that are expected 
to have a material effect on Uquidity, capital resources or 
operations. We are not aware of any current recommenda­
tions by regulators which would have a material effect if 
implemented, except as described above and in the foUowing 
narrative. 

Management's discussion and analysis represents a review 
of our consolidated financial condition and results of 
operations. This review should be read in conjunction with 
our consolidated flnancial statements and related notes. 

FINANCIAL CONDITION 

General Assets totaled $273.7 miUion at December 31, 
2009 and decreased $4.1 million, or 1.5%, from $277.8 mU­
lion at December 31,2008. The decrease was primarUy due 
to a $2.8 miUion decrease in net loan balances as a result 
of net loan charge-offs and an increase in the allowance 
for loan losses (ALLL), and a $1.6 mUlion decrease in the 
deferred tax asset due to a valuation aUowance recorded 
in 2009 to reduce the value to zero. 

ASSET BALANCES 

280 278 274 

-2S6-

$ 0 
2005 2006 2007 2008 2009 

Total assets 

Loans, net 

Commercial, commercial real estate and multi-family loans 

Securities available f o r sale. Securities available for sale 
totaled $21.2 mUlion at December 31,2009 and decreased 
$2.4 miUion, or 98%, from $23.6 mUlion at December 31, 
2008. The decline was due to repayments and scheduled 
maturities in excess of purchases. Fluctuations in the 
market value of securities held by the Company relates 
primarily to changes in mterest rates. 

Loans. Net loans totaled $231.1 milUon at December 31, 
2009 and decreased $2.8 million, or 1.2%, from $233.9 
mUlion at December 31,2008. Commercial, commercial 
real estate and multi-family loans totaled $181.8 miUion at 
December 31,2009 and decreased $255,000, or .1%, from 
$182.1 million at December 31,2008. The slight decrease 
in commercial, commercial real estate and multi-family 
loans was due to loan payoffs, repayments and charge-offs 
in excess of originations, which totaled $33.7 mUUon during 
2009. Mortgage loans totaled $30.6 million at December 
31,2009 and increased $1.7 nuUion,or 6.1%, from $28.9 mU­
lion at December 31,2008. The increase in mortgage loans 
was due to an increase in loans originated for portfolio and 
$1.9 miUion in loans transferred from loans held for sale to 
portfoUo. Consumer loans totaled $26.0 miUion at Decem­
ber 31,2009 and decreased $399,000, or 1.5%, from $26.4 
miUion at December 31,2008. The decrease was due to re­
payments of auto and home equity lines of credit, partiaUy 
offset by the purchase of $2.2 miUion in auto loans. 
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FINANCIAL CONDITION (CONTINUED) 

LOAN PORTFOLIO COMPOSITION 

2005 2009 

Single-family real estate 
" 13% 

Commercial\'''y^ '"'*•' 
13"A'- '-* 

Allowance f o r loan losses. The ALLL totaled $7.1 mUIion 
at December 31,2009 and increased $4.0 million, or 127.3%, 
from $3.1 miUlon at December 31,2008. The increase was 
due to continued adverse economic conditions affecting 
loan performance which resulted in an increase in nonper­
forming loans and loan charge-offs. The ratio of the ALLL to 
total loans totaled 2.98% at December 31,2009, compared 
to 1.32% at December 31,2008. For additional information 
regarding nonperforrrung loans and loan charge-offs, see 
the section titled "Provision for loan losses". 

The ALLL is a valuation allowance for probable incurred 
credit losses. The ALLL methodology is designed as part 
of a thorough process that incorporates management's 
current judgments about the credit quality of the loan port­
foUo into a determination of the ALLL in accordance with 
generaUy accepted accounting principles and supervisory 
guidance. Management analyzes the adequacy of the ALLL 
quarterly through reviews ofthe loan portfolio, including 
the nature and volume of the loan portfoUo and segments 
of the portfoUo; industry and loan concentrations; histori­
cal loss experience; delinquency statistics and the level of 
nonperforming loans; speciflc problem loans; the ability of 
borrowers to meet loan terms; an evaluation of collateral 
securing loans and the market for various types of collateral; 
various coUection strategies; current economic conditions 
and trends and expectations about future economic condi­
tions and trends; and other factors that warrant recognition 
in providing for an adequate ALLL. Based on the variables 
involved and the fact that management must make judg­
ments about outcomes that are uncertain, the determination 
of the ALLL is considered to be a critical accounting poUcy. 
See the "Critical Accounting Policies" section of this Annual 
Report for additional discussion. 

The ALLL consists of speciflc and general components. The 
speciflc component relates to loans that are individuaUy 
classified as impaired. A loan is impaired when fuU payment 
under the loan terms is not expected. Commercial, commercial 
real estate and multi-family residential loans are individuaUy 
evaluated for impairment when 90 days delinquent and 
adversely classifled, regardless of size. Loans over $500,000 
are individually evaluated for impairment when they are 
90 days past due, or earlier than 90 days past due if infor­
mation regarding the payment capacity of the borrower 
indicates that payment in fuU according to the loan terms 
is doubtful. Loans for which the terms have been modi­

fied to grant concessions, and for which the borrower is 
experiencing financial difficulties, are considered troubled 
debt restructurings and classified as impaired. If a loan is 
determined to be impaired, the loan is evaluated to deter­
mine whether an impairment loss should be recognized, 
either through a write-off or specific valuation allowance, 
so that the loan is reported, net, at the present value of esti­
mated future cash flows using the loan's existing rate, or at 
the fair value of collateral, less costs to seU, if repayment is 
expected solely from the coUateral. Large groups of smaUer 
balance loans, such as consumer and single-family residen­
tial real estate loans, are coUectively evaluated for impair­
ment, and accordingly, they are not separately identifled for 
impairment disclosures. Individually impaired loans totaled 
$13.7 mUlion at December 31,2009, and mcreased $11.4 
mUlion, from $2.3 miUion, at December 31,2008. The ALLL 
speciflcally allocated to impaired loans totaled $2.0 mUlion 
at December 31,2009 and $514,000 at December 31,2008. 
The specific reserve on impaired loans is based on manage­
ment's estimate of the fair value of coUateral securing the 
loans, or based on projected cash flows from the sale of the 
underlying coUateral and payments from the borrowers. 
The amount ultimately charged-off for these loans may be 
different from the speciflc reserve, as the ultimate Uquida­
tion of the collateral and/or projected cash flows may be 
different from management's estimates. 

The general component of the ALLL covers loans not classi­
fied as impaired and is based on historical loss experience 
adjusted for current factors. Current factors considered 
include, but are not limited to, management's oversight of 
the portfoUo, including lending policies and procedures; 
nature, level and trend of the portfolio, including past due 
and nonperforming loans, loan concentrations, loan terms 
and other characteristics; current economic conditions 
and outlook; coUateral values; and other items. During 
2009, management updated its methodology for calculating 
the general component of the ALLL to improve the analysis 
relative to historical loss rates. CFBank began buUding 
the commercial, commercial real estate and multi-family 
residential loan portfolios in 2003, and no losses were 
experienced in these loan portfolios until 2009. Given the 
short nature of this loss history, and the current depressed 
economic environment, management believes the updated 
methodology improves its abUity to estimate probable 
incurred losses in these portfolios. The updated methodol­
ogy also provides a more detailed analysis of large groups 
of smaller balance loans, such as single-family residential 
and consumer loans. 

Under the updated methodology, the loan portfolio is 
segregated by loan type and internal loan risk ratings. Com­
mercial loans are segregated by secured and unsecured 
amounts. Commercial real estate loans are segregated by 
permanent mortgages on commercial real estate, land loans, 
and construction loans. Multi-family residential real estate 
loans are segregated by permanent mortgages on multi-
family real estate, and construction loans. Single-family 
residential loans are segregated by first liens, junior liens, 
and construction loans. Consumer loans are segregated by 
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home equity lines of credit (which are further segregated 
by loans originated by CFBank, and loans purchased), auto 
loans (which are further segregated by loans originated by 
CFBank, and loans purchased), credit cards, loans on depos­
its, and other consumer loans. These individual segments 
are then further segregated by internal loan risk ratings. 

The general ALLL is calculated based on CFBank's loan 
balances and actual historical payment default rates for 
individual loans with payment defaults. For loans with 
no actual payment default history, industry estimates of 
payment default rates are applied, based on the applicable 
property types in the state where the coUateral is located. 
Results are then scaled based on CFBank's internal loan risk 
ratings, increasing the probability of default on loans with 
higher risk ratings, and industry loss rates are appUed based 
on loan type. Industry estimates of payment default rates 
and industry loss rates are based on information compiled 
by the FDIC. 

Industry information is adjusted based on management's 
judgment regarding items specific to CFBank, and the cur­
rent factors discussed previously. The adjustment process 
is dynamic, as current experience adds to the historical 
information, and economic conditions and outlook migrate 
over time. Specifically, industry information is adjusted by 
comparing the historical payment default rates (CFBank 
historical default rates and industry estimates of payment 
default rates) against the current rate of payment default 
to determine if the current level is high or low to historical 
rates, or rising or falling in light of the current economic 
outlook. Industry information is adjusted by comparison to 
CFBank's historical one year loss rates, as well as the trend 
in those loss rates, past due, nonaccrual and classifled loans. 
This adjustment process is performed for each segment of 
the portfolio. CFBank has experienced an increasing trend 
in loan charge-offs and past due, nonaccrual and classifled 
loans, and the industry information was adjusted to reflect 
CFBank's portfoUo performance, as weU as to reflect a 
continued adverse economic outlook. See Note 1 to our 
consoUdated flnancial statements for more information 
regarding nonaccrual and charge-off accounting poUcies. 

The updated methodology offers a more detailed segrega­
tion of the loan portfolio, which was not segregated into 
as many groupings with the previous methodology. The 
updated methodology appUes a dual factor rate (the prob­
abUity of default and the loss given default) to arrive at 
probable losses, compared to a single factor rate (historical 
losses on single-family residential loans and estimates based 
on industry losses for commercial, commercial real estate 
and multi-family residential loans) under the previous meth­
odology. The updated methodology considers individual 
loan performance, compared to portfolio performance 
under the previous methodology. Management beUeves 
that the loanJevel detafl used by the updated methodology 
restUts in a better estimate of the ALLL. Quantifying the 
effect of the update in methodology is not practical. 

AU lending activity involves risks of loan losses. Certain 
types of loans, such as option ARM products, junior lien 
mortgages, high loan-to-value ratio mortgages, interest only 

loans, subprime loans, and loans with initial teaser rates, 
can have a greater risk of non-coUection than other loans. 
CFBank has not engaged in subprime lending, or used 
optionARM products, or loans with initial teaser rates. 

Unsecured commercial loans may present a higher risk of 
non-coUection than secured commercial loans. Unsecured 
commercial loans totaled $39 nullion, or 9.1% of the com­
mercial loan portfoUo at December 31,2009. The unsecured 
loans are primarily lines of credit to smaU businesses in 
CFBank's market area and are guaranteed by the small busi­
ness owners. None of the unsecured loans are 30 days or 
more delinquent or nonperforming at December 31,2009. 

One of the more notable recessionary effects nationwide 
has been the reduction in real estate values. Real estate val­
ues in Ohio did not experience the dramatic increase prior 
to the recession that many other parts of the country did 
and, as a result, the decUnes have not been as signiflcant, 
comparatively. However, real estate is the collateral on a 
substantial portion of the Company's loans, and it is critical 
to determine the impact of any declining values in the 
allowance determination. For individual loans evaluated 
for impairment, current appraisals ^vere obtained wherever 
practical, or if not available, estimated declines in value 
were considered in the evaluation process. Within the real 
estate loan portfolios, in the aggregate, including single-
family, multi-family and commercial real estate, more than 
90% of the portfoUo has loan-to-value ratios of 85% or less, 
allowing for some decUne in real estate values without ex­
posing the Company to loss. Declining coUateral values and 
a continued adverse economic outlook have been consid­
ered in the ALLL at December 31,2009, however, sustained 
recessionary pressure and declining real estate values in 
excess of management's estimates, particularly with regard 
to commercial real estate and multi-family real estate, may 
expose the Company to additional losses. 

Home equity lines of credit include both purchased loans 
and loans we originated for portfoUo. In 2005 and 2006, 
we purchased home equity lines of credit collateralized by 
properties located throughout the Uiuted States, including 
geographic areas that have experienced signiflcant decUnes 
in housing values, such as California, Virginia and Florida. 
The outstanding balance of the purchased home equity 
Unes of credit totaled $4.6 million at December 31,2009, 
and $2.8 mUlion, or 61.5%, of the balances are collateraUzed 
by properties in these states. The coUateral values associated 
with loans in these states have declined from 10% to 25% 
since these loans were originated in 2005 and 2006. As 
a result, balances on those loans exceeded collateral values 
by $580,000 at year-end 2009. We have experienced 
increased write-offs in the purchased portfoUo as the 
depressed state of the housing market and general 
economy has continued and, in 2009, three loans totaling 
$322,000 were written off We continue to monitor 
collateral values and borrower FICO® scores and, when 
the situation warrants, have frozen the Unes of credit. 

Management's loan review process is an integral part of 
identifying problem loans and determining the ALLL. We 
maintain an internal credit rating system and loan review 
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procedures specifically developed to monitor credit risk 
for commercial, commercial real estate and multi-family 
residential loans. Credit reviews for these loan types are 
performed armuaUy, and loan officers maintain close con­
tact with borrowers between annual reviews. Adjustments 
to loan risk ratings are based on the annual reviews, or any 
time loan officers receive information that may affect risk 
ratings. Additionally, an independent review of commercial, 
commercial real estate and multi-family residential loans is 
performed at least annuaUy. Management uses the results of 
this review to help determine the effectiveness of the exist­
ing policies and procedures, and to provide an independent 
assessment of our internal loan risk rating system. 

We beUeve the ALLL is adequate to absorb probable in­
curred credit losses in the loan portfoUo as of December 
31,2009; however, future additions to the aUowance may 
be necessary based on factors including, but not limited to, 
deterioration in client business performance, continued or 
deepening recessionary economic conditions, decUnes in 
borrowers' cash flows, and market conditions which result 
in lower real estate values. Additionally, various regulatory 
agencies, as an integral part of their examination process, 
periodically review the ALLL. Such agencies may require 
additional provisions for loan losses based on judgments 
and estimates that differ from those used by management, 
or information available at the time of their review. Manage­
ment continues to dUigently monitor credit quality in the 
existing portfolio and analyze potential loan opportunities 
carefuUy in order to manage credit risk. An increase in the 
ALLL and loan losses would occur if economic conditions 
and factors which affect credit quality, real estate values 
and general business conditions continue to worsen or do 
not improve. 

Premises a n d equipment. Premises and equipment, net, 
totaled $7.0 miUion at December 31,2009 and increased 
$1.8 mUlion, or 33.5% from $5.2 miUion at December 31, 
2008. The increase was primarily due to the purchase 
of the remaining two-thirds interest in Smith-Ghent LLC, 
which included $2.2 million related to Company's head­
quarters buUding in Fairlawn, partially offset by current 
year depreciation. 

Deposits. Deposits totaled $211.1 miUion at December 
31,2009 and increased $3.5 miUion, or 1.7%, from $207.6 
miUion at December 31,2008. The increase was due to an 
$18.9 milUon increase in money market account balances, 
a $2.5 miUion increase in noninterest bearing checking 
accoimt balances, a $508,000 increase in interest bearing 
checking accounts, and a $309,000 increase in savings 
accounts. Certiflcate of deposit accounts decreased $18.8 
mUlion during 2009. 

DEPOSIT BALANCES 

$250 

2005 2006 2007 2008 2009 

Money market account balances increased $18.9 miUion 
in 2009 due to competitive rates offered by CFBank and 
the transfer of maturing certificate of deposit balances by 
customers seeking increased liquidity and higher yields. 
Noninterest bearing checking account balances increased 
$2.5 mUlion in 2009 as a result of management's continued 
focus on building complete banking relationships with 
commercial cUents. 

CFBank is a participant in the Certificate of Deposit 
Account Registry Service® (CDARS), a network of banks 
that aUows us to provide our customers with FDIC insur­
ance coverage on certificate of deposit balances up to 
$50 mUlion. Customer balances in the CDARS program 
decreased $11.0 mUUon and totaled $37.4 miUion at 
December 31,2009. The current year decrease in CDARS 
account balances was a result of customers transferring 
these funds into more liquid accounts, including the money 
market account. CDARS balances are considered brokered 
deposits by regulations. Not considering CDARS deposits, 
brokered deposits totaled $8.8 million at December 31, 
2009 and decreased $15.0 million, or 632%, from $23.8 
million at December 31,2008. The decrease in brokered 
deposits was based on CFBank's asset UabiUty management 
strategies and a decrease in CFBank's funding requirements 
for loan growth in 2009. We expect to continue to use the 
CDARS program and other brokered deposits as funding 
sources depending on market conditions, demand by our 
customers, pricing, liquidity and asset liabUity management 
considerations. 

CFBank is a participant in the FDIC's Transaction Account 
Guarantee Program. Under that program, through June 30, 
2010, aU noninterest-bearing transaction accounts are fully 
guaranteed by the FDIC for the entire amount in the ac­
count. Coverage under the Transaction Account Guarantee 
Program is in addition to, and separate from, the coverage 
available under the FDIC's general deposit insurance rules. 

FHLB advances. Short-term FHLB advances totaled $2.1 
million at December 31, 2009 and decreased $38 miL 
Uon, from $5.9 milUon at December 31,2008. Short-term 
advances were repaid with funds from the increase in 
deposits and cash flows from the securities portfoUo. Long-
term FHLB advances totaled $29.9 miUion at December 
31,2009 and increased $6.7 million, or 29.1% from $23.2 
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million at December 31,2008. The increase in long-term 
FHLB advances resulted from management's decision, as 
part of the Company's asset UabiUty management program, 
to use these advances to extend the terms of liabilities and 
fix their cost at the current low interest rates to protect net 
interest margin should interest rates rise. 

Collateral pledged to the FHLB includes single-family 
mortgage loans under a blanket lien arrangement, second 
mortgage loans, multi-family mortgage loans, commercial 
real estate loans, home equity lines of credit and securities. 
Based on the collateral pledged and CFBank's holdings of 
FHLB stock, CFBank is eUgible to borrow up to a total of 
$39.7 million at year-end 2009. CFBank's borrowing capac­
ity decreased from $62.4 million at December 31,2008 
primarily due to deterioration in the credit performance of 
the pledged loan portfolios, which resulted in an increase 
in coUateral maintenance requirements by the FHLB. See 
the "Liquidity and Capital Resources" section of this Annual 
Report. 

Subordinated debentures. Subordinated debentures 
totaled $5.2 mUlion at year-end 2009 and 2008. These de­
bentures were issued in 2003 in exchange for the proceeds 
of a $5.0 miUion trust preferred securities offering issued 
by a trust formed by the Company. 

Stockholders ' equity. Stockholders'equity totaled $23-2 
miUion at December 31,2009 and decreased $98 mUlion, 
or 29.8%, compared to $33.1 million at December 31,2008. 
The decrease was due to the current year net loss, partially 
offset by a $354,000 increase in the market value of the 
securities portfolio. 

The Company is a participant in the Troubled Asset Relief 
Program (TARP) Capital Purchase Program and issued $7.2 
miUion of preferred stock to the United States Department 
of the Treasury (U.S. Treasury) on December 5,2008. The 
preferred stock pays cumulative dividends of 5%, which 
increases to 9% after February 14,2013. In conjunction 
with the issuance of the preferred stock, the Company also 
issued the U.S. Treasury a warrant to purchase 336,568 
shares of Company common stock at an exercise price of 
$3.22 per share. The Company's participation in this pro­
gram is subject to certain terms and conditions, including 
limits on the payment of dividends on the Company's com­
mon stock to a quarterly cash dividend of $0.05 per share, 
and limits on the Company's ability to repurchase its com­
mon stock. The Company is also subject to the standards 
for compensation and corporate governance established 
under the American Recovery and Reinvestment Act of 
2009 (the ARRA), and the Interim Final Rule promulgated 
by the Secretary ofthe U.S. Treasury under 31 CER. Part 
30 (collectively, the TARP Compensation Standards). The 
company is in compliance with the terms and conditions 
and the TARP Compensation Standards. See Notes 15 and 
16 to our consolidated flnancial statements for more infor­
mation regarding the preferred stock and warrant. 

In March 2009, the Company's Board of Directors voted to 
suspend the Company's quarterly dividend on its com­
mon stock from the previous level of $.05 per share. The 
Board's decision to suspend the quarterly cash dividend 
allows for preservation of capital during the current 
economic environment, aUows for use of capital in execu­
tion of our banking model, and positions the Company for 
future growth. 

With the capital provided by the TARP Capital Purchase 
Plan, we intend to continue to make flnancing avaUable 
to businesses and consumers in our existing market areas. 
Since receipt of the TARP Capital Purchase Plan proceeds 
in December 2008 and through December 31,2009, we 
have originated loans totalling $108.9 million, or 15 times 
the amount of TARP Capital Purchase Plan ftinds received. 

OTS regulations require savings institutions to maintain 
certain minimum levels of regulatory capital. Additionally, 
the regulations establish a framework for the classification 
of savings institutions into five categories: well-capitalized, 
adequately capitalized, undercapitaUzed, significantly 
undercapitaUzed and critically undercapitaUzed. Generally, 
an institution is considered weU-capitalized if it has a core 
(Tier 1) capital ratio of at least 50% (based on adjusted 
total assets); a core (Tier 1) risk-based capital ratio of a least 
6.0%; and a total risk-based capital ratio of at least 10.0%. 
CFBank had capital ratios above the well-capitalized levels 
at year-end 2009 and 2008. See the "Liquidity and Capital 
Resources" section of this Annual Report for a discussion 
of dividends as a source of funding for the Company and 
dividend restrictions imposed on CFBank by the OTS. 

CFBANK CAPITAL RATIOS 
Well-capital ized 

14.0% - " "12.50% 
12.0/0 10.10%^^^ ^*«i%^^»g„^ iawi«« 

C
a
p
ita

l 
ra

tio
 

4^
 

O
l 

00
 

O
 

G
 

'o
 

'o
 

'o
 

S
i 

{ 

#1
 

2.0% 

0.0% 
2005 2006 2007 2008 

V Total assets 

— Core capital ratio 

«^ Total risk-based capital ratio 

11.70% 

8.90% 

2009 

$300 

$250 

$200 J , . 

$150 I f 
E.E 

$100 '-<' 

$ 50 

$ 0 

The current economic environment has resiUted in dis­
cussion by regulators and others about a possible need 
for higher capital requirements for financial institutions, 
including CFBank. No final regulations have been issued 
in this regard, however, an increase in regulatory capital 
requirements could have a material and adverse impact 
on the Company and CFBank. 
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General Net loss totaled $99 million, or $2.51 per 
diluted common share, in 2009, compared to net income 
of $723,000, or $.16 per dUuted common share,in 2008. 
The net loss for 2009 was primarily due to a $9.9 million 
provision for loan losses and a $4.3 mUlion valuation 
allowance related to the deferred tax asset. 

The $99 million provision for loan losses was recorded 
in response to continuing adverse economic conditions 
affecting loan performance, which resulted in an increase 
in nonperforming loans and loan charge-offs. Nonper­
forming loans increased $10.8 mUlion, and totaled $132 
mUlion at December 31,2009, compared to $2.4 mUlion 
at December 31,2008. Net loan charge-offs increased $5.4 
miUion, and totaled $59 miUion during 2009, compared 
to $482,000 in 2008. The net loan charge-offs reduced the 
Company's near term estimates of future taxable income 
and the amount of the deferred tax asset, primarUy related 
to net operating loss carryforwards, considered realizable. 
The Company recorded a $4.3 miUion valuation aUowance 
to reduce the carrying amount of the deferred tax asset to 
zero at December 31,2009. 

Net interest inconie. Net interest income is a significant 
component of net income, and consists of the difference 
between interest income generated on interest-earning 
assets and interest expense incurred on interest-bearing 
UabiUties. Net interest income is primarily affected by the 
volumes, interest rates and composition of interest-earning 
assets and interest-bearing UabUities. The tables titled 
"Average Balances, Interest Rates and Yields" and "Rate/ 
Volume Analysis of Net Interest Income" provide important 
information on factors impacting net interest income and 
should be read in conjunction with this discussion of net 
interest income. 

Net interest margin decreased to 314% during 2009, 
compared to 335% during 2008. The decrease was due to 
a decline in asset yields greater than the decline in funding 
costs. Yield on interest-earning assets decreased 107 basis 
points (bp) in 2009 due to an increase in nonperforming 
loans and downward repricing on adjustable-rate assets, as 
weU as lower pricing on new loan production, in response 
to low market interest rates. Cost of interest-bearing liabili­
ties decreased 88 bp due to a decline in both deposit and 
borrowing costs, which reflected the sustained low market 
interest rate environment that existed in 2009. Manage­
ment has extended the terms of some liabilities to fix their 
cost at the current low rates and to protect net interest 
margin should interest rates rise. Additional downward 
pressure on net interest margin could occur if the level of 
nonperforming loans continues to increase, or downward 
repricing on existing interest-earning assets and current 
loan production caused by sustained low market interest 
rates continues to be greater than the decrease in funding 
costs. 

NET INTEREST INCOME 
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Net interest income decreased $203,000, or 2.3%, to $8.5 
miUion in 2009, compared to $8.7 million in 2008. The 
decrease was due to a 132% decrease in interest income 
partially offset by a 25.1% decrease in interest expense. 
Interest income decreased due to a decline in the aver­
age yield on interest earning assets to 5.34% in 2009,fi'om 
6.41% in 2008. The decrease in income caused by the 
lower yield was partially offset by an $ 11.3 million increase 
in average interest-earning assets in 2009 due to growth 
in average loan balances and other interest-earning assets, 
primarily short-term cash investments. The average cost 
of interest-bearing liabilities decreased to 2.50% in 2009, 
from 3.38% in 2008, due to continued low short-term inter­
est rates in 2009. The decrease in expense caused by the 
lower cost was partially offset by a $31 million increase in 
the average balance of interest-bearing liabUities in 2009 
due to deposit growth. 

Interest income decreased $2.2 miUion, or 13.2%, to $14.4 
miUion m 2009, compared to $16.6 milUon in 2008. The 
decrease was due to low^er income on loans and securi­
ties. Interest income on loans decreased $2.0 million, or 
13.1%, to $13.2 million in 2009, compared to $15.2 million 
in 2008, due to lower yields on loans partially offset by 
an increase in average loan balances. The average yield 
on loans decreased 98 bp to 5.58% in 2009, compared to 
6.56% in 2008, due to an increase in nonperforming loans, 
lower market rates on new originations and downward 
repricing on adjustable-rate loans. Average loan balances in­
creased $4.9 million, or 2.1%, and totaled $236.4 million in 
2009, compared to $231.5 million in 2008, due to growth 
in commercial, commercial real estate, and single-family 
residential real estate loans as a result of lower loan payoffs 
in 2009. Interest income on securities decreased $209,000, 
or 15.7%, and totaled $1.1 mUlion in 2009, compared to 
$1.3 million in 2008, due to decreases in both the average 
balance of securities and the yield on securities. The aver­
age balance of securities decreased $33 miUion and totaled 
$22.7 milUon m 2009, compared to $26.0 mUUon in 2008, 
due to maturities and repayments in excess of purchases. 
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The average yield on securities decreased 7 bp to 5.13% 
in 2009, compared to 5.20% in 2008, due to current year 
securities purchases at lower yields. 

Interest expense decreased $2.0 million, or 25.1%, to $5.9 
million in 2009, compared to $7.9 million in 2008. The 
decrease was due to a decline in the cost of both deposits 
and borrowings and a decline in average borrowing 
balances, partially offset by an increase in average deposit 
balances. Interest expense on deposits decreased $1.5 
miUion, or 23.9%, to $4.7 million in 2009, compared to $6.2 
million in 2008, due to a decrease in the cost of deposits, 
partially offset by an increase in average deposit balances. 
The average cost of deposits decreased 95 bp, to 2.36% in 
2009, compared to 331% in 2008, due to low short-term 
market interest rates positively impacting the cost of 
both existing and new deposits. Average deposit balances 
increased $12.9 milUon, or 6.9%, to $200.4 miUion in 
2009, compared to $ 187.5 mUlion in 2008, primarily due 
to growth in money market accounts. Interest expense on 
FHLB advances and other borrowings, including subordi­
nated debentures, decreased $501,000, or 29.0%, to $.1.2 
mUUon in 2009, compared to $1.7 miUion in 2008, due 
to a decrease in both the cost and average balance of 
borrowings. The average cost of FHLB advances and other 
borrowings decreased 38 bp,to 3.29% in 2009, compared 

to 3.67% in 2008, due to lower short-term interest rates 
during 2009. The average balance of FHLB advances and 
other borrowings decreased $98 miUion, to $37.2 million 
m 2009, compared to $47.0 miUion in 2008, due to the 
repayment of FHLB advances with funds from the increase 
in deposits and cash flows from the securities portfolio. 

Provision f o r loan losses. The provision for loan losses 
totaled $9.9 miUion in 2009, compared to $917,000 in 
2008. The increase in the provision in 2009 was due to 
continued adverse economic conditions affecting loan 
performance, which resulted in an increase in nonperform­
ing loans and loan charge-offs. The provision in 2009 was 
significantly impacted by a $33 million net charge-off 
related to a single commercial loan customer. 

Nonperforming loans, which are nonaccrual loans and 
loans 90 days past due stUl accruing interest, increased 
$10.8 miUion and totaled $13.2 miIUon,or 5.56% oftotal 
loans, at December 31,2009, compared to $2.4 milUon, or 
1.02% oftotal loans, at December 31,2008. The increase in 
nonperforming loans was primarily related to deterioration 
in the multi-famUy residential, commercial real estate, and 
home equity lines of credit portfolios. The following table 
presents information regarding the number and balance 
of nonperforming loans at year-end 2009 and 2008: 

(DOLLARS IN THOUSANDS) 

Commercial 

Single-family residential real estate 

Multi-family residential real estate 

Commercial real estate 

Home equity lines of credit 

Other consumer loans 

Total 

AT DECEMBER 31, 

2009 

NUMBER OF LOANS 

1 

5 

8 

15 

5 

1 

35 

BALANCE 

$ 217 

426 

4,406 

6,864 

1,307 

14 

$ 13,234 

2008 

NUMBER OF LOANS 

5 

BALANCE 

$ 646 

53 

1,254 

348 

50 

31 

$2,412 

Nonaccrual loans include some loans that w^ere modi­
fied and identified as troubled debt restructurings, where 
concessions had been granted to borrowers experiencing 
financial difficulties. These concessions could include a 
reduction in the interest rate, payment extensions, principal 
forgiveness, and other actions intended to maximize coUec­
tion. Troubled debt restructurings included in nonaccrual 
loans totaled $1.8 million at December 31,2009. There 
were no troubled debt restructurings at December 31,2008. 

Individually impaired loans totaled $137 mUlion at Decem­
ber 31,2009, compared to $2.3 million at December 31, 
2008. Individually impaired loans are included in nonper­
forming loans, except for $1.3 million in troubled debt 
restructurings where customers have established a sus­
tained period of repayment performance, loans are current 

according to their modified terms, and repayment of the 
remaimng contractual payments is expected. The amount 
of the ALLL specifically aUocated to individually impaired 
loans totaled $2.0 million at December 31,2009, compared 
to $514,000 at December 31,2008. 

We have incorporated the OTS internal asset classifications 
as a part of our credit monitoring system and internal loan 
risk rating system. In accordance with regulations, problem 
assets are classified as"substandard,""doubtfur'or"Ioss,"and 
the classifications are subject to review by the OTS. An 
asset is considered "substandard" under the regulations if it 
is inadequately protected by the current net worth and 
paying capacity of the obligor or of the coUateral pledged, 
if any. An asset considered "doubtful" under the regulations 
has all of the weaknesses inherent in those classified 
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"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."Assets considered 
"loss" under the regulations are those considered "uncol­
lectible" and having so little value that their continuance as 
assets without the estabUshment of a speciflc loss aUowance 
is not warranted. Assets are required to be designated 
"special mention" when they posses weaknesses but do not 
currently expose the insured institution to sufflcient risk 
to warrant classification in one of these problem asset 
categories. 

The increase in loans classifled "special mention" and 
"substandard" was primarily related to deterioration in the 
commercial, multi-famUy residential, commercial real estate, 
and home equity Unes of credit portfoUos due to the 
continued adverse economic environment that existed in 
2009 and its detrimental effect on coUateral values and the 
abiUty of borrowers to make loan payments. The foUowing 
table presents information on classified and criticized loans 
as of December 31,2009 and 2008. No loans were classified 
"loss" at either date. 

(DOLLARS IN THOUSANDS) 

Special mention 

Commercial 

Multi-family residential real estate 

Commercial real estate 

Home equity lines of credit 

Total 

Substandard 

Commercial 

Single-family residential real estate 

Multi-family residential real estate 

Commercial real estate 

Home equity lines of credit 

Other consumer loans 

Total 

Doubtful 

Commercial 

AT DECEMBER 31, 

2009 

$ 3,892 

3,143 

1,432 

3,894 

$12,361 

$ 317 

426 

5,671 

10,723 

1,307 

14 

$18,458 

$ 

2008 

$ 535 

2,852 

1,221 

-
$ 4,608 

$ 2,570 

53 

1,264 

877 

50 

32 

$ 4,866 

$ 545 
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COMPARISON OF RESULTS OF OPERATIONS FOR 2 0 0 9 AND 2008 (CONTINUED) 

Management's loan review, assignment of risk ratings and 
classification of assets, includes the identification of 
substandard loans where accrual of interest continues 
because the loans are under 90 days delinquent and/or the 
loans are well secured, a complete documentation review 
had been performed, and the loans are in the active process 
of being coUected, but the loans exhibit some type of 
weakness that could lead to nonaccrual status in the future. 
At December 31,2009, in addition to the nonperforming 
loans discussed previously, one commercial loan, totaling 
$ 100,000, four commercial real estate loans, totaling $39 
miUion, and one multi-famUy residential real estate loan, 
totaling $1.3 million, were classifled as substandard. At 

December 31,2008, in addition to the nonperforming loans 
discussed previously, seven commercial loans, totaUng $2.6 
miUion, and one commercial real estate loan, totaUng 
$530,000, were classifled as substandard. 

Net charge-offs totaled $5.9 mUlion, or 2.48% of average 
loans in 2009, compared to $482,000, or 0.21% of average 
loans in 2008. The increase in net charge-offs in 2009 was 
primarily in the commercial and commercial real estate 
portfolios. Net commercial loan charge-offs included $33 
mUlion related to a single commercial loan customer. The 
foUowing table presents information regarding net charge­
offs for 2009 and 2008: 

(DOLLARS IN THOUSANDS) 

Commercial 

Single-family residential real estate 

Multi-family residential real estate 

Commercial real estate 

Home equity lines of credit 

Other consumer loans 

Total 

AT DECEMBER 31, 

2009 

$ 3,703 

435 

287 

1,109 

385 

2 

$ 5,921 

2008 

$ -

59 

-
-

360 

53 

$482 

A L L O W A N C E FOR L O A N LOSSES 
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Commercial, commercial real estate 
and multi-family loans balance 

Allowance for loan losses 

Noninterest income. Noninterest income totaled $1.4 mU­
lion and increased $429,000, or 45.3%, in 2009, compared 
to $948,000 in 2008. The increase was due to a $483,000 
increase in net gains on sales ofloans and a $208,000 gain 
on the Company's purchase of the remaining two-thirds 
interest in Smith-Ghent LLC. These increases were partially 
offset by a $199,000 decrease in service charges on deposit 
accounts. Noninterest income in 2008 also included $54,000 
in net gains on sales of securities. There were no security 
sales in 2009. 

Net gains on the sales ofloans totaled $642,000 and 
uicreased $483,000, or 303.8%, in 2009, compared to 
$159,000 in 2008. The increase was due to a 144.4% increase 

in mortgage loans originated for sale, which totaled $66.0 
million in 2009, compared to $27.0 million in 2008, and a 
positive change in CFBank's internal pricing policies. The 
increase in mortgage loan production was due to low mort­
gage interest rates in 2009, which resulted from the Federal 
Reserve Board reducing rates to historically low levels in 
the fourth quarter of 2008, and management's decision 
to increase CFBank's staff of professional mortgage loan 
originators, who have been successful in increasing this 
business despite the depressed condition of the housing 
market. If market mortgage rates increase, or the hous­
ing market deteriorates further, mortgage production, and 
resultant gains on sales of loans, could decrease. 

The $208,000 net gain on acquisition was due to recognition, 
at fair value, of the Company's one-third ownership interest 
in Smith-Ghent LLC, which was held prior to its purchase 
of the remaining two-thirds interest in October 2009. 

Service charges on deposit accounts totaled $345,000 
and decreased $199,000, or 36.6%, m 2009, compared to 
$544,000 Ul 2008. In 2008, service charges on deposit 
accounts included increased income during the fourth 
quarter from deposit accounts of a third party payment 
processor. These accounts were not active in 2009. 

Noninterest expense. Noninterest expense increased 
$513,000, or 6.6%, and totaled $8.3 mUlion in 2009, com­
pared to $7.7 milUon in 2008. The increase in noninterest 
expense was primarily due to an increase in FDIC premi­
ums, salaries and employee beneflts and professional fees, 
partiaUy offset by a decrease in depreciation expense. 
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COMPARISON OF RESULTS OF OPERATIONS FOR 2009 AND 2008 (CONTINUED) 

FDIC premiums totaled $541,000 in 2009 and increased 
$455,000, from $86,000 in 2008. The increase was due to 
higher quarterly assessment rates, an increase in deposit 
balances, and a $128,000 special assessment to restore 
the reserve ratio of the Deposit Insurance Fund (DIF), 
as announced on May 22,2009 by the FDIC Board of 
Directors. A one-time FDIC credit issued to CFBank as a 
result ofthe Federal Deposit Insurance Reform Act of 
2005 reduced premiums in 2008. 

On November 12,2009, the FDIC Board of Directors ap­
proved a Notice of Proposed Rulemaking that required in­
stitutions to prepay, on December 31,2009, their estimated 
quarterly risk-based assessments for the fourth quarter 
of 2009, and aU of 2010,2011 and 2012. The assessment 
was based on a 5% annual growth rate in deposits from 
September 30,2009, and included a 3 bp increase in the 
assessment rate beginning in 2011. The assessment paid 
by CFBank on December 31,2009 totaled $1.4 milUon, and 
wiU be expensed over the coverage period. 

The FDIC issued a flnal rule estabUshing risk-based assess­
ment rates that became effective April 1,2009. Under those 
rules, initial assessment rates are determined by combining 
supervisory ratings with flnancial ratios, and long-term debt 
issuer ratings for large banks that have one or more ratings 
assigned. Supervisory ratings are determined by regulators 
in areas of capital adequacy, asset quality, management, 
earnings, liquidity, and sensitivity to market risk (CAMELS). 
For most institutions, including CFBank, assessment rates 
are based on weighted average CAMELS component ratings 
and six financial ratios. The financial ratios are (1) the tier 
1 leverage ratio; (2) loans past due 30-89 days/gross assets; 
(3) nonperforming assets/gross assets; (4) net loan charge-
offs/gross assets; (5) net income before taxes/risk-weighted 
assets; and (6) the adjusted brokered deposit ratio. Future 
events which negatively affect any of these factors could 
cause an increase in FDIC premiums paid by CFBank. 

Salaries and employee benefits expense totaled $4.2 million 
and increased $108,000, or 2.7%, in 2009, compared to $4.1 
mUlion in 2008. The increase was due to increased staffing 
levels, salary adjustments and medical benefits expense 
reduced by elimination of bonuses. 

Professional fees totaled $769,000 and increased $211,000, 
or 37.8%, in 2009, compared to $558,000 in 2008. The 
increase was due to $99,000 higher legal fees related to 
nonperforming loans and $142,000 in legal and forensic 
accounting services related to the investigation of unusual 
return item activity involving deposit accounts for a third 
party payment processor. The increases were partiaUy off­
set by a $36,000 decrease in consulting fees related to the 
Company's implementation of the internal control reporting 
requirements of Section 404 of the Sarbanes-Oxley Act. 

Depreciation expense totaled $483,000 and decreased 
$200,000 in 2009, compared to $683,000 in 2008. The 
decrease was due to assets fiflly depreciated at December 
31,2008. 

The ratio of noninterest expense to average assets increased 
to 2.88% kl 2009, from 2.79% in 2008. The efficiency ratio 
increased to 83.60% m 2009, from 80.75% in 2008. The 
increase in both ratios was due to the increase in noninter­
est expense in 2009. 

NONINTEREST EXPENSE / AVERAGE ASSETS 

2005 2006 2007 2008 2009 

Total assets 

Noninterest expense / average assets 

Income taxes. Income taxes totaled $1.6 million in 2009, 
compared to $261,000 in 2008. The increase in the income 
tax expense was due to a $4.3 million valuation allowance 
against the deferred tax asset, discussed previously. 
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COMPARISON OF RESULTS OF OPERATIONS FOR 2 0 0 8 AND 2007 

General Net income totaled $723,000, or $.l6 per diluted 
common share, and increased $740,000 for the year ended 
December 31,2008, compared to a net loss of $17,000, or 
$.00 per diluted common share, for 2007. The net loss for 
2007 was primarily due to a $511,000 after-tax cost of an 
arbitration loss and lease termination expense. Additional 
information on the arbitration loss and the lease termination 
expense is included in Note 24 to our consoUdated financial 
statements. 

Net interest income. Net interest margin increased to 3.35% 
during 2008, compared to 3.19% during 2007. The margin 
was positively impacted by reductions in the Federal Funds 
rate, the prime rate and other market interest rates, beginning 
in September 2007 and continumg through December 
2008, which resulted in larger decreases in funding costs 
than in asset yields. 

Net interest income increased $974,000, or 12.6%, to $8.7 
million in 2008, compared to $7.7 million in 2007. The 
increase was due to a 19.0% decrease in interest expense 
offset by a 5.1% decrease in interest income. The average 
cost of interest-bearing UabiUties decreased to 3.38% in 
2008, from 4.50% in 2007, due to lower short-term inter­
est rates in 2008. The decrease in expense caused by the 
lower cost was partially offset by a $17.0 mUlion increase 
in the average balance of interest-bearing liabilities in 2008 
due to deposit growth. Interest income decreased 5.1% 
primarUy due to a decline in the average yield on interest 
earning assets to 6.41% in 2008, from 7.23% in 2007. The 
decrease in income caused by the lower yield was partially 
offset by a $17.6 miUion increase in average interest-earn­
ing assets in 2008 due to growth in loan balances. 

Interest income decreased $886,000, or 5.1%, to $16.6 
million in 2008, compared to $17.5 milUon in 2007. The 
decrease was due to lower income on loans and securities. 
Interest income on loans decreased $654,000, or 4.1%, to 
$15.2 million in 2008, compared to $15.8 million Ui 2007, 
due to lower yields on loans partially offset by an increase 
in average loan balances. The average yield on loans 
decreased 98 bp to 6.56% in 2008, compared to 7.54% in 
2007, due to lower market rates on new originations and 
downward repricing on variable-rate loans. Average loan 
balances increased $21.3 million, or 10.2%, and totaled 
$231.5 mUlion in 2008, compared to $210.2 million in 
2007, due to growth in commercial, commercial real 
estate and multi-family mortgage loans. Interest income on 
securities decreased $191,000, or 12.6%, and totaled $1.3 
miUion in 2008, compared to $1.5 miUion in 2007, due to a 
decrease in the average balance of securities partially offset 
by an increase in the average yield on securities. The aver­
age balance of securities decreased $39 million and totaled 
$26.0 milUon in 2008, compared to $29.9 milUon in 2007, 
due to sales, maturities and prepayments. The average yield 
on securities increased 11 bp to 5.20% in 2008, compared 
to 5.09% in 2007, due to prepayments on mortgage-backed 
securities owned at a discount. 

Interest expense decreased $1.9 mUlion, or 19.0%, to $7.9 
miUion in 2008, compared to $9.8 miUion in 2007. The 

decrease was due to a decline in the cost of both deposits 
and borrowings, partially offset by an increase in average 
deposit balances. Interest expense on deposits decreased 
$1.0 million, or 14.0%, to $6.2 million in 2008, compared 
to $7.2 milUon in 2007, due to a decrease in the average 
cost of deposits, partially offset by an increase in average 
deposit balances. The average cost of deposits decreased 
103 bp,to 3.31% in 2008, compared to 4.34% in 2007, 
due to a decline in short-term market interest rates during 
2008. Average deposit balances increased $21.3 million, 
or 12.8%, to $187.5 million in 2008, compared to $166.2 
mUUon in 2007, due to growth in certificate of deposit 
accounts. Interest expense on FHLB advances and other 
borrowings, including subordinated debentures, decreased 
$852,000, or 33.1%, to $.1.7 mUlion in 2008, compared to 
$2.6 milUon in 2007, due to a decrease in both the average 
cost and average balance of borrowings. The average cost 
of FHLB advances and other borrowings decreased 135 bp, 
to 3.67% in 2008, compared to 5.02% Ui 2007, due to lower 
short-term interest rates during 2008. The average balance 
of FHLB advances and other borrowings decreased $4.3 
miUion, to $47.0 miUion Ui 2008, compared to $51.3 mUlion 
in 2007, due to the repayment of FHLB advances with funds 
from the increase in deposits and cash flows from the 
securities portfolio. 

Provision f o r loan losses. The provision for loan losses 
totaled $917,000 in 2008, compared to $539,000 in 2007. 
The increase in 2008 was primarily due to an increase in 
nonperforming loans and net loan charge-offs. 

Nonperforming loans increased $1.9 miUion and totaled 
$2.4 milUon, or 1.02% oftotal loans, at December 31, 
2008, compared to $488,000, or 0.21% of total loans, at 
December 31,2007. The increase in nonperforming loans 
included: one commercial loan, totaling $646,000, and 
three multi-family loans to one borrower, totaling $1.3 
miUion, which were past due and on nonaccrual status at 
December 31,2008; and one commercial real estate loan 
totaling $347,000, which was 90 days past maturity and still 
accruing interest at December 31,2008, as the borrower 
continued to make monthly payments on the loan. The 
amount of the ALLL specificaUy allocated to nonperforming 
loans totaled $514,000 at December 31,2008. 

Net charge-offs totaled $481,000, or 0.21% of average loans, 
in 2008, compared to net recoveries of $36,000, or 0.02% 
of average loans, in 2007. Net charge-offs in 2008 related 
to home equity lines of credit, single-famUy mortgages and 
auto loans. 

At December 31,2008, in addition to the nonperforming 
loans discussed previously, seven commercial loans and 
one commercial real estate loan, totaling $2.6 milUon and 
$530,000, respectively, were classified as substandard. 
At December 31,2007, four commercial loans and one 
multi-family loan, totaling $2.1 miUion and $1.3 million, 
respectively, were classifled as substandard. 

The ratio of the ALLL to total loans was 1.32% at December 
31,2008, compared to 1.15% at December 31,2007. 
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COMPARISON OF RESULTS OF OPERATIONS FOR 2 0 0 8 AND 2007 (CONTINUED) 

Noninterest inconie. Noninterest income totaled 
$948,000 and increased $220,000 in 2008, compared 
to $728,000 in 2007. The increase was primarUy due to a 
$257,000 increase in service charges on deposit accounts 
related to a third party payment processor. These accounts 
were active only during the fourth quarter of 2008. Nonin­
terest income also included $54,000 in net gains on sales 
of securities in 2008, and $74,000 lower net gains on sales 
of loans due to fewer mortgage loan originations in 2008. 
Mortgage loans originated for sale totaled $27.0 million in 
2008, compared to $37.3 mUlion in 2007. 

Noninterest expense. Noninterest expense decreased 
$248,000, or 3.1%, and totaled $7.7 million in 2008, com­
pared to $8.0 milUon in 2007. The decrease in noninterest 
expense in 2008 was due to a $543,000 decrease in salaries 
and employee beneflts and $49,000 decrease in occupancy 
and equipment expense. In 2007, these expense categories 
included $741,000 ofthe arbitration loss and lease termi­
nation expense. Salaries and employee benefits in 2008 
included approximately $98,000 additional expense related 
to the addition of five mortgage originators and one mort­
gage management staff position. Occupancy and equipment 
expense in 2008 included a $67,000 increase in real estate 
tax expense related to our Worthington office and a $23,000 
increase in rent expense primarUy related to additional 
space in the Fairlawn office, offset by a $61,000 decline in 
rent expense associated with the former mortgage location. 
Advertising and promotion expenses decreased $158,000 
as a result of management's decision to reduce these 
activities in 2008. Data processing expenses increased 
$130,000 in 2008, and included costs associated with 

increased check clearing activity related to the third party 
payment processor, referred to in the "Noninterest income" 
section of this Annual Report. Professional fees increased 
$200,000 in 2008 due to legal fees associated with non-
performing loans and costs related to selection of a new 
core processing system, which was tentatively planned for 
implementation in 2009 to improve operational efficiency 
and support the requirements of our business banking 
strategy, but cancelled due to general economic conditions 
in 2009. Gains on sales of foreclosed assets, included in 
foreclosed assets, net, decreased $27,000 in 2008. Deprecia­
tion increased $64,000 in 2008 due to expense related to 
the Worthington office buUding. 

FDIC insurance premiums, included in other noninterest 
expense, increased $65,000 and totaled $86,000 in 2008, 
compared to $21,000 in 2007. FDIC premiums were re­
duced by a $103,000 one-time assessment credit issued by 
the FDIC under the Federal Insurance Reform Act of 2005, 
which offset $74,000 in prenuums in 2007 and $29,000 in 
premiums in 2008, at which time it was fuUy utilized. 

The ratio of noninterest expense to average assets improved 
to 2.79% in 2008, from 3.08% in 2007. The efficiency ratio 
improved to 80.75% in 2008, compared to 94.57% in 2007. 

Income taxes. Income taxes totaled $261,000 in 2008, 
compared to a tax beneflt of $63,000 associated with the 
loss in 2007. 
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AVERAGE BALANCES, INTEREST RAT1ES A N D YIELDS. 

The foUowing table presents, for the periods indicated, the total dollar amount of fully taxable equivalent interest income 
from average interest-earning assets and the resultant yields, as well as the interest expense on average interest-bearing 
liabilities, expressed in both doUars and rates. Average balances are computed using month-end balances. 

(DOLLARS IN THOUSANDS) 

Interest-earning assets: 

Securities"'® 

Loans and loans held for sale <̂> 

Other earning assets 

FHLB stock 

Total interest-earning assets 

Noninterest-earning assets 

Total assets 

Interest-bearing l iabi l i t ies: 

Deposits 

FHLB advances and 
other borrowings 

Total interest-bearing liabilities 

Noninterest-bearing liabilities 

Total liabilities 

Equity 

Total liabilities and equity 

Net interest-earning assets 

Net interest income/interest 
rate spread 

Net interest margin 

Average interest-earning 
assets to average interest-
bearing liabilities 

2009 

Average 
Outstanding 

Balance 

$ 22,592 

236,409 

10,251 

2,053 

271,405 

15,243 

$ 286,548 

$ 200,438 

37,214 

237,652 

18,975 

256,628 

30,020 

$ 286,648 

$ 33,753 

114.20% 

Interest Average 
Earned/ Yield/ 

Paid Rate 

$ 1,120 

13,197 

32 

97 

14,446 

4,723 

1,224 

5,947 

$ 8,499 

5.13% 

5.58% 

0 . 3 1 % 

4 .72% 

5.34% 

2.36% 

3.29% 

2.50% 

2.84% 

3.14% 

FOR THE YEARS ENDED DECEMBER 31, 

2008 

Average 
Outstanding 

Balance 

$ 25,951 

231,539 

513 

2,064 

250,057 

17,409 

$ 277,476 

$ 187,495 

47,013 

234,508 

15,009 

250,517 

26,959 

$ 277,476 

$ 25,559 

110.90% 

Interest Average 
Earned/ Yield/ 

Paid Rate 

$ 1,329 

15,193 

8 

107 

15,637 

5,210 

1,725 

7,935 

$ 8,702 

5.20% 

6.56% 

1.56% 

5.18% 

6.41 % 

3 . 3 1 % 

3.67% 

3.38% 

3.03% 

3.35% 

2007 

Average 
Outstanding 

Balance 

$ 29,864 

210,169 

350 

2,105 

242,488 

17,098 

$ 259,586 

$ 166,242 

51,295 

217,537 

13,997 

231,534 

28,052 

$ 259,586 

$ 24,951 

111.47% 

Interest Average 
Earned/ Yield/ 

Paid Rate 

$ 1,520 

15,847 

18 

138 

17,523 

7,218 

2,577 

9,795 

$ 7,728 

5.09% 

7.54% 

5.14% 

5.55% 

7.23% 

4.34% 

5.02% 

4.50% 

2.73% 

3.19% 

(1) Average balance is computed using the carrying value of securities. 
Average yield is computed using the historical amortized cost average balance for available for sale securities. 

(2) Average yields and interest eamed are stated on a fully taxable equivalent basis. 
(3) Balance is net ofthe ALLL, deferred loan origination fees, undisbursed proceeds of construction loans and includes nonperforming loans. 
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RATE/VOLUME ANALYSIS OF NET INTEREST INCOME 

The foUowing table presents the dollar amoimt of changes in interest income and interest expense for major compo­
nents of interest-earning assets and interest-bearing Uabilities. It distinguishes between the increase and decrease related 
to changes in balances and/or changes in interest rates. For each category of interest-earning assets and interest-bearing 
Uabilities, information is provided on changes attributable to (i) changes in volume (i.e., changes in volume multipUed by 
the prior rate) and (ii) changes in rate (i.e., changes in rate multipUed by prior volume). For purposes of this table, changes 
attributable to both rate and volume which cannot be segregated have been allocated proportionately to the change due 
to volume and the change due to rate. 

(DOLLARS IN THOUSANDS) 

Interest-earning assets: 

Securities "> 

Loans and loans held for sale 

Other earning assets 

FHLB stock 

Total interest-earning assets 

Interest-bearing liabilities: 

Deposits 

FHLB advances and other borrowings 

Total interest-bearing liabilities 

Net change in net interest income 

YEAR ENDED DECEMBER 31, 2009 
COMPARED TO YEAR ENDED DECEMBER 31, 2008 

INCREASE (DECREASE) DUE TO 

RATE 

$ (20) 

(2,311) 

(11) 

(9) 

(2,351) 

(1,892) 

(166) 

(2,058) 

$ (293) 

VOLUME 

$(189) 

315 

35 

(1) 

150 

405 

(335) 

70 

$ 90 

NET 

$ (209) 

(1,995) 

24 

(10) 

(2,191) 

(1,487) 

(501) 

(1,988) 

$ (203) 

YEAR ENDED DECEMBER 31, 2008 
COMPARED TO YEAR ENDED DECEMBER 31, 2007 

INCREASE (DECREASE) DUE TO 

RATE 

$ 29 

(2,173) 

(15) 

(28) 

(2,188) 

(1,854) 

(651) 

(2,505) 

$ 317 

VOLUME 

$ (220) 

1,519 

6 

(3) 

1,302 

846 

(201) 

545 

$ 657 

NET 

$ (191) 

(654) 

(10) 

(31) 

(885) 

(1,008) 

(852) 

(1,850) 

$ 974 

(1) Secunties amounts are presented on a fully taxable equivalent basis. 
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Market risk is the risk of loss from adverse changes in 
market prices and interest rates. We have not engaged in 
and, accordingly, have no risk related to trading accounts, 
commodities, or foreign exchange. Our hedging policy 
allows hedging activities, such as interest-rate swaps, up 
to 10% oftotal assets. Disclosures about our hedging 
activities are set forth m Note 18 to our consolidated finan­
cial statements. The Company's market risk arises primarily 
from interest rate risk inherent in our lenduig, mvesting, 
deposit gathering and bortowing activities. The measurement 
of market risk associated with financial instruments is 
meaningful only when aU related and offsetting on- and off-
balance-sheet transactions are aggregated and the resulting 
net positions are identified. Disclosures about fair value are 
set forth in Note 4 to our consoUdated financial statements. 

Management actively monitors and manages interest rate 
risk. The primary objective in managing interest rate risk is 
to Umit, within estabUshed guidelines, the adverse impact 
of changes in interest rates on our net interest income and 
capital. We measure the effect oflnterest rate changes on 
CFBank's net portfoUo value (NPV), which is the deference 
between the estimated market value of its assets and li­
abilities under different interest rate scenarios. The change 
in the NPV ratio is a long-term measure of what might 
happen to the market value of financial assets and UabUities 
over time if interest rates changed instantaneously and the 
Company did not change existing strategies. At December 
31,2009, CFBank's NPV ratios, using interest rate shocks 
ranging from a 300 bp rise in rates to a 100 bp decline in 
rates are shown in the foUowing table. AU values are within 
the acceptable range estabUshed by CFBatUi's Board of 
Directors. 

NET PORTFOLIO VALUE (CFBANK ONLY) 

BASIS POINT CHANGE IN RATES 

-H300 

+200 

-FlOO 

+50 

0 

-50 

-100 

NPV RATIO 

10.72% 

11.29% 

11.70% 

11.82% 

11.99% 

12.01% 

12.05% 

In evaluating CFBank's exposure to interest rate risk, 
certain shortcomings inherent in the method of analysis 
presented in the foregoing table must be considered. For 
example, the table indicates results based on changes in 
the level of interest rates, but not changes in the shape of 
the yield curve. CFBank also has exposure to changes in 
the shape of the yield curve. Although certain assets and 
liabilities may have simUar maturities or periods to which 
they reprice, they may react in different degrees to changes 
in market interest rates. The interest rates on certain types 
of assets and UabiUties may fluctuate in advance of changes 
in market interest rates, whUe interest rates on other types 
may lag behind changes in market rates. In the event of a 
change in interest rates, prepayments and early withdrawal 
levels would Ukely deviate significantly from those assumed 
in calculating the table. The abiUty of many borrowers to 
service their debt may decrease when interest rates rise. As 
a result, the actual effect of changing interest rates may dif­
fer materially from that presented in the foregoing table. 

We continue to originate substantiaUy all flxed-rate single-
family mortgage loans for sale rather than retain long-term, 
low flxed-rate loans in portfolio. We continue to originate 
commercial, commercial real estate and multi-family resi­
dential mortgage loans for our portfolio, which, in many 
cases, have adjustable interest rates. Many of these loans 
have interest-rate floors, which protect income to CFBank 
should rates continue to faU. Due to the current historic 
low level of market interest rates in 2008 and 2009, the 
terms of some liabilities were extended to fix their cost 
at low levels and to protect net interest margin should 
interest rates rise. During the flat/inverted yield curve that 
existed during 2006 and much of 2007, we maintained a 
shorter duration of liabilities and beneflted from repricing 
as interest rates feU, which increased net interest margin in 
2008. In 2006, we issued $97 miUion in callable brokered 
certiflcates of deposit, which improved net interest margin 
when the caU options were exercised in 2008 when short-
term interest rates fell. 

CENTRAL FEDERAL CORPORATION 2009 ANNUAL REPORT page 21 



LIQUIDITY AND CAPITAL RESOURCES 

In general terms, Uquidity is a measurement of an enterprise's 
abiUty to meet cash needs. The primary objective in liquid­
ity management is to maintain the ability to meet loan 
commitments and to repay deposits and other liabUities 
in accordance with their terms without an adverse impact 
on current or future earnings. Principal sources of funds 
are deposits; amortization, prepayments and sales of loans; 
maturities, sales and principal receipts of securities avaUable 
for sale; borrowings; and operations. WhUe maturities and 
scheduled amortization of loans are predictable sources 
of funds, deposit flows and loan prepayments are greatly 
influenced by general interest rates, economic conditions 
and competition. 

CFBank is required by regulation to maintain sufflcient 
liquidity to ensure its safe and sound operation. Thus, 
adequate liquidity may vary depending on CFBank's overaU 
asset/liability structure, market conditions, the activities 
of competitors and the requirements of its own deposit 
and loan customers. Management believes that CFBank's 
Uquidity is sufflcient. 

Liquidity management is both a daily and long-term respon­
sibility of management. We adjust our investments in liquid 
assets, primarily cash, short-term investments and other as­
sets that are widely traded in the secondary market, based 
on our ongoing assessment of expected loan demand, 
expected deposit flows, yields available on interest-earning 
deposits and securities and the objective of our asset/liabil­
ity management program. In addition to liquid assets, we 
have other sources of liquidity avaUable including, but not 
limited to, access to advances from the FHLB, borrowings 
from the Federal Reserve Bank (FRB), lines of credit with 
two commercial banks, use of brokered deposits, and the 
ability to obtain deposits by offering above-market interest 
rates. 

The following table summarizes CFBank's cash available 
from liquid assets and borrowing capacity at December 31, 
2009 and 2008. 

(DOLLARS IN THOUSANDS) 

Cash and unpledged securities 

Additional borrowing capacity at the FHLB 

Additional borrowing capacity at the FRB 

Unused commercial bank lines of credit 

Total 

AT DECEMBER 31, 

2009 

$ 5,033 

7,720 

12,129 

8,000 

$ 32,882 

2008 

$ 5,828 

33,314 

-
5,000 

$45,142 
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Cash avaUable from Uquid assets and borrowing capacity 
decreased from $45.1 million at December 31,2008 to 
$32.9 miUion at December 31,2009. CFBank's additional 
borrowing capacity with the FHLB decreased from $33.3 
miUion at December 31,2008 to $7.7 million at December 
31,2009 primarily due to deterioration in the credit perfor­
mance of CFBank's loan portfolio, which resulted in an in­
crease in coUateral maintenance requirements by the FHLB. 
Future tightening in overall credit poUcies by the FHLB or 
FRB, deterioration in the credit performance of CFBank's 
loan portfoUo, or a decline in the balances of pledged coL 
lateral, may further reduce CFBank's borrowing capacity. 

In addition to the sources of funds listed above, CFBank 
has the ability to use brokered deposits to raise additional 
funds. Brokered deposits totaled $45.9 rnillion at Decem­
ber 31,2009, and $67.2 miUion at December 31,2008. Bro­
kered deposits included customer deposits in the CDARS 
program of $37.4 million and $48.4 million at December 
31,2009 and 2008, respectively. Management intends to 
continue to use brokered deposits, including the CDARS 
program, as a funding source. Current regulatory restric­
tions limit an institution's use of brokered deposits in situa­
tions where capital levels fall below weU-capitalized levels. 

CFBank could raise additional deposits by offering above-
market interest rates. Current regulatory restrictions 
limit an institution's ability to pay above-market interest 
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rates in situations where capital levels faU below well-
capitalized levels. CFBank relies on competitive interest 
rates, customer service, and relationships with customers 
to retain deposits. To promote and stabiUze Uquidity in the 
banking and flnancial services sector, the FDIC temporar­
ily increased deposit insurance coverage from $100,000 
to $250,000 per depositor through December 31,2013. 
CFBank is a participant in the FDIC's Temporary Liquid­
ity Guarantee Program that provides unlimited deposit 
insurance coverage, through June 30,2010, for noninterest-
bearing transaction accounts. Based on our historical 
experience with deposit retention, current retention 
strategies and participation in programs offering additional 
FDIC insurance protection, we believe that, although it is 
not possible to predict future terms and conditions upon 
renewal, a significant portion of existing deposits wiU 
remain with CFBank. 

The Holding Company, as a savings and loan holding com­
pany, has more limited sources of Uquidity than CFBank. In 
addition to its existing Uquid assets, it can raise funds in the 
securities markets through debt or equity offerings, receive 
dividends from its subsidiaries, or seU assets. Cash can be 
used by the Holding Company to make acquisitions or 
investments in subsidiaries, and to fund quarterly interest 
payments on its subordinated debentures, dividends to 
common shareholders, dividends on the preferred stock 
issued to the U.S. Treasury, and operating expenses. 



LIQUIDITY AND CAPITAL RESOURCES (CONTINUED) 

At December 31,2009, the Holding Company had cash 
of $1.8 million avaUable to meet cash needs. Annual 
debt service on the subordinated debentures is currently 
approximately $160,000. The subordinated debentures 
have a variable rate of interest, reset quarterly, equal to the 
three-month London Interbank Offered Rate (LIBOR) plus 
2.85%. The total rate in effect was 3.10% at year-end 2009. 
An increase in the three-month LIBOR would increase the 
debt service requirement of the subordinated debentures. 
Annual dividends on the preferred stock are approximately 
$361,000 at the current 5% level, which is scheduled to 
increase to 9% after February 14,2013. Annual operating 
expenses in 2009 were approximately $425,000. The 
Holding Company's available cash at December 31,2009 
is sufficient to cover cash needs, at their current level, for 
approximately 2 years. 

Banking regulations limit the amount of dividends that can 
be paid to the Holding Company by CFBank without prior 
approval of the OTS. Generally, CFBank may pay dividends 
without prior approval as long as the dividend is not more 
than the total of the current calendar year-to-date earnings 
plus any earnings from the previous two years not already 
paid out in dividends, and as long as CFBank would remain 

weU capitalized after the dividend payment. As of Decem­
ber 31,2009, CFBank can pay no dividends to the Holdmg 
Company without OTS approval. Future dividend payments 
by CFBank to the Holding Company would be based upon 
future earnings and the approval of the OTS. The Holding 
Company is significantly dependent on dividends from 
CFBank to provide the liquidity necessary to meet its obli­
gations. In view of the uncertainty surrounding CFBank's 
future ability to pay dividends to the Holding Company, 
management is exploring additional sources of funding to 
support its working capital needs. In the current economic 
environment, however, there can be no assurance that it wUI 
be able to do so or, if it can, what the cost of doing so wUI be. 

At December 31,2009, CFBank exceeded aU of its regula­
tory capital requirements to be considered well-capitaUzed. 
Tier 1 capital level was $24.1 miUion, or 8.9% of adjusted 
total assets, which exceeded the required level of $13.6 
million, or 5.0%. Tier 1 risk-based capital level was $24.1 
milUon, or 10.5% of risk-weighted assets, which exceeded 
the required level of $13.8 million, or 6.0%. Total risk-based 
capital was $27.0 milUon, or 11.7% of risk-weighted assets, 
which exceeded the reqtured level of $230 miUion, or 10.0%. 

IMPACT OF INFLATION 

The financial statements and related data presented herein 
have been prepared in accordance with U.S. generally 
accepted accounting principles, which presently require 
us to measure financial position and results of operations 
primarily in terms of historical doUars. Changes in the 
relative value of money due to inflation are generally not 
considered. In our opinion, changes in interest rates affect 
our financial condition to a far greater degree than changes 
in the inflation rate.WhUe interest rates are generally influ­
enced by changes in the inflation rate, they do not move 

concurrently. Rather, interest rate volatiUty is based on 
changes in the expected rate of inflation, as weU as changes 
in monetary and flscal policy. A flnancial institution's abiUty 
to be relatively unaffected by changes in interest rates 
is a good indicator of its abUity to perform in a volatile 
economic environment. In an effort to protect performance 
from the effects of interest rate volatiUty, we review interest 
rate risk frequently and take the steps necessary to minimize 
any detrimental effects on profitability. 

CRITICAL ACCOUNTING POLICIES 

We follow financial accounting and reporting policies that 
are in accordance with U. S. generally accepted accounting 
principles and conform to general practices within the 
banking industry. These policies are presented in Note 1 
to our consolidated financial statements. Some of these 
accounting poUcies are considered to be critical accounting 
poUcies, which are those policies that are both most impor­
tant to the portrayal of the Company's financial condition 
and results of operation, and require management's most 
difficult, subjective or complex judgments, often as a result 
of the need to make estimates about the effect of matters 
that are inherently uncertain. Application of assumptions 
different than those used by management could result in 
material changes in our financial position or results of 
operations. These poUcies, current assumptions and esti­
mates utilized, and the related disclosure of this process, 
are determined by management and routinely reviewed 
with the Audit Committee of the Board of Directors. We 
believe that the judgments, estimates and assumptions used 
in the preparation of the consoUdated financial statements 
were appropriate given the factual circumstances at the time. 

We have identified accounting poUcies that are critical 
accounting poUcies, and an understanding of these poUcies 
is necessaty to understand our financial statements. The 
foUowing discussion details the critical accounting policies 
and the nature of the estimates made by management. 

Determination o f the allowences f o r toan losses. The 
ALLL represents management's estimate of probable incurted 
credit losses in the loan portfoUo at each balance sheet date. 
The aUowance consists of general and specific components. 
The general component covers loans not classified as im­
paired and is based on historical loss experience adjusted 
for current factors. Current factors considered include, but 
are not limited to, management's oversight of the portfolio, 
including lending poUcies and procedures; nature, level and 
trend of the portfoUo, including performing loans, trends in 
past due and nonperfomiing loans, loan concentrations, loan 
terms and other characteristics; current economic conditions 
and outlook; coUateral values; and other items. The specific 
component of the ALLL relates to loans that are individually 
classified as impaired. Nonperforming loans exceeding 
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CRITICAL ACCOUNTING POLICIES (CONTINUED) 

policy thresholds are regularly reviewed to identify impair­
ment. A loan is impaired when, based on current informa­
tion and events, it is probable that the Company will not 
be able to coUect aU amounts contractually due. Determin­
ing whether a loan is impaired and whether there is an 
impairment loss requires judgment and estimates, and the 
eventual outcomes may differ from estimates made by man­
agement. The determination of whether a loan is impaired 
includes review of historical data, judgments regarding the 
ability of the borrower to meet the terms of the loan, an 
evaluation of the collateral securing the loan and estima­
tion of its value, net of selling expenses, if applicable, 
various collection strategies, and other factors relevant to 
the loan or loans. Impairment is measured based on the fair 
value of collateral, less costs to seU, if the loan is coUateral 
dependent, or alternatively, the present value of expected 
future cash flows discounted at the loan's effective rate, 
if the loan is not coUateral dependent. When the selected 
measure is less than the recorded investment in the loan, 
an impairment loss is recorded. As a result, determining the 
appropriate level for the ALLL involves not only evaluating 
the current financial situation of individual borrowers or 
groups of borrowers, but also current predictions about 
future events that could change before an actual loss is 
determined. Based on the variables involved and the fact 
that management must make judgments about outcomes 
that are inherently uncertain, the determination of the ALLL 
is considered to be a critical accounting policy. Additional 
information regarding this policy is included in the section 

titled "Allowance for loan losses" and in Notes 1,3 and 4 to 
our consolidated financial statements. 

Valuation o f the deferred t a x asset. Another critical 
accounting policy relates to valuation of the deferred tax 
asset, which includes the benefit of loss carryforwards 
which expire in varying amounts in future periods. At 
year-end 2009, the Company had net operating loss carry­
forwards of approximately $7.7 miUion which expire at 
various dates from 2024 to 2029. ReaUzation is dependent 
on generating sufficient future taxable income prior to 
expiration of the loss carryforwards. The Company's net 
loss in 2009 reduced management's near term estimate of 
future taxable income, and reduced the amount of the net 
deferred tax asset considered realizable. A $4.3 million 
valuation aUowance was recorded in 2009, reducing the 
amount of the net deferred tax asset to zero. Additional 
information is included in Notes 1 and 12 to our consoli­
dated financial statements. 

Fa i r value off inancial instruments. Another critical 
accounting policy relates to fair value of financial instru­
ments, which are estimated using relevant market informa­
tion and other assumptions. Fair value estimates involve 
uncertainties and matters of significant judgment regarding 
interest rates, credit risk, prepayments, and other factors, 
especiaUy in the absence of broad markets for particular 
items. Changes in assumptions or in market conditions 
could significantly affect the estimates. Additional infor­
mation is included in Notes 1 and 4 to our consolidated 
financial statements. 

MARKET PRICES AND DIVIDENDS DECLARED 

The common stock of Central Federal Corporation trades on the Nasdaq® Capital Market under the symbol "CFBK." As of 
December 31,2009, there were 4,099,587 shares of common stock outstanding and 523 record holders. 

The foUowing table shows the quarterly reported high and low sales prices of the common stock and cash dividends per 
common share declared during 2009 and 2008. 

HIGH DIVIDENDS 

2009 

First quarter 

Second quarter 

Third quarter 

Fourth quarter 

;3.45 

3.50 

3.00 

2.60 

:2.00 

2.26 

1.85 

1.05 

2008 

First quarter 

Second quarter 

Third quarter 

Fourth quarter 

$4.94 

5.08 

3.90 

4.10 

$3.75 

3.54 

3.07 

2.35 

$0.05 

0.05 

0.05 

0.05 

As a participant in the TARP Capital Purchase Program, the Company is subject to certain terms and conditions, including 
limits on the payment of dividends on the Company's common stock. Additional information is contained in the section 
titled "Stockholders' equity" and in Note 15 to our consoUdated financial statements. 
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F in iAEyC IAL S T A T E IME HUTS 

MANAGEMENT 'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

The management of Central Federal Corporation is responsible for establishing and maintaitung adequate internal control 

over financial reporting as defined in Rules 13a-15(f) and I5d-I5(f) under the Securities and Exchange Act of 1934, as 

amended. The Company's internal control over financial reporting is designed to provide reasonable assurance regarding 

the reliabiUty of financial reporting and the preparation of financial statements for external purposes in accordance with 

U.S. generally accepted accounting principles. 

The Company's internal control over financial reporting includes those policies and procedures that: (i) pertain to the 

maintenance of records that, in reasonable detaU, accurately and fairly reflect the transactions and dispositions of the 

assets of the Company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation 

offinancial statements in accordance with U.S. generaUy 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 (Ui) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or 

disposition of the Company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. 

Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 

Uiadequate because of changes in conditions, or that the degree of compUance with the policies or procedures may deteri­

orate. Based on our assessment and those criteria, management concluded that the Company maintained effective internal 

control over financial reporting as of December 31,2009. 

Management assessed the effectiveness of the Company's internal control over financial reporting as of December 31, 

2009. In making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of 

the Treadway Commission (COSO) in Internal Control-Integrated Framework. 

This annual report does not contain an audit report of the Company's registered public accounting firm regarding inter­

nal control over financial reporting. Management's report was not subject to audit by the Company's registered pubUc 

accounting firm pursuant to temporary rules of the Securities and Exchange Commission that permit the Company to 

provide only management's report in this annual report. 

•—v-Oat<iSX"];::^«do-->>^ 

Mark S. AUio 
Chairman of the Board, President and Chief Executive Officer 

Therese Ann Liutkus, CPA 
Treasurer and Chief Financial Officer 

March 15,2010 
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FINANCIAL STATEMENTS 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING F IRM ON CONSOLIDATED FINANCIAL 
STATEMENTS 

^ Crowe HoHAath. 
Crowe Horwath LLP 
Member Horwath International 

The Board of Directors and Stockholders 

Central Federal Corporation 

Fairlawn, Ohio 

We have audited the accompanying consolidated balance sheets of Central Federal Corporation as of December 31,2009 

and 2008 and the related consoUdated statements of operations, changes in stockholders' equity and cash flows for each of 

the three years in the period ended December 31,2009. These flnancial statements are the responsibiUty ofthe Company's 

management. Our responsibUity is to 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 reasonable assurance about whether the 

consolidated financial statements are free of material misstatement. The Company is not required to have, nor were we 

engaged to perform, an audit of its internal control over financia] reporting. Our audit included consideration of internal 

control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but 

not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over financial 

reporting. Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence supporting 

the amounts and disclosures in the consolidated financial statements. An audit also includes assessing the accounting 

principles used and significant estimates made by management, as weU as evaluating the overall financial statement 

presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial 

position of Central Federal Corporation as of December 31,2009 and 2008 and the results of its operations and its cash 

flows for each ofthe three years in the period ended December 31,2009, in conformity with U.S. generaUy accepted 

accounting principles. 

V—'A****, \^<yuv9i^c/^ J~<l-~l 

Crowe Horwath LLP 

Cleveland, Ohio 

March 15,2010 
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CONSOLIDATED BALANCE SHEETS 

(DOLLARS IN THOUSANDS EXCEPT PER SHARE DATA) DECEMBER 31, 

Assets 

Cash and cash equivalents 

Securities available for sale 

Loans held for sale 

Loans, net of allowance of $7,090 and $3,119 

Federal Home Loan Bank stock, at cost 

Loan serv îcing rights 

Premises and equipment, net 

Other intangible assets 

Bank owned life insurance 

Deferred tax asset 

Accrued interest receivable and other assets 

Liabilities and Stockholders' Equity 

Deposits 

Noninterest bearing 

Interest bearing 

Total deposits 

Short-term Federal Home Loan Bank advances 

Long-term Federal Home Loan Bank advances 

Advances by borrowers for taxes and insurance 

Accrued interest payable and other liabilities 

Subordinated debentures 

Total liabilities 

Stockholders' equity 

Preferred stock, Series A, $.01 parvalue; $7,225 
aggregate liquidation value, 1,000,000 shares 
authorized; 7,225 shares issued 

Common stock, $.01 parvalue; shares authorized; 
12,000,000 in 2009 and 6,000,000 in 2008, shares 
issued; 4,658,120 in 2009 and 4,660,070 in 2008 

Common stock warrant 

Additional paid-in capital 

Retained earnings (accumulated deficit) 

Accumulated other comprehensive income 

Treasury stock, at cost; 558,533 shares 

Total stockholders' equity 

2009 

$ 2,973 

21,241 

1,775 

231,105 

1,942 

88 

7,003 

169 

4,017 

3,429 

$ 273,742 

$ 17,098 

193,990 

211,088 

2,055 

29,942 

161 

2,104 

5,155 

250,515 

7,021 

47 

217 

27,517 

(9,034) 

704 

(3,245) 

23,227 

$ 273,742 

2008 

$ 4,177 

23,550 

284 

233,922 

2,109 

112 

5,245 

3,892 

1,598 

2,891 

$277,781 

$ 14,557 

193,090 

207,547 

5,850 

23,200 

157 

2,687 

5,155 

244,706 

6,989 

47 

217 

27,455 

1,262 

350 

(3,245) 

33,075 

$ 277,781 

(See accompanying notes.) 
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CONSOLIDATED STATEMENTS OF OPERATIONS 

(DOLLARS IN THOUSANDS EXCEPT PER SHARE DATA) 

Interest and dividend income 

Loans, including fees 

Securities 

Federal Home Loan Bank stock dividends 

Federal funds sold and other 

Interest expense 

Deposits 

Short-term Federal Home Loan Bank advances 
and other debt 

Long-term Federal Home Loan Bank advances 
and other debt 

Subordinated debentures 

Net interest income 

Provision for loan losses 

Net interest income after provision for loan losses 

Noninterest income 

Service charges on deposit accounts 

Net gains on sales of loans 

Loan servicing fees, net 

Net gains on sales of securities 

Earnings on bank owned life insurance 

Net gain on acquisition 

Other 

Noninterest expense 

Salaries and employee benefits 

Occupancy and equipment 

Data processing 

Franchise taxes 

Professional fees 
Director fees 

Postage, printing and supplies 

Advertising and promotion 
Telephone 

Loan expenses 

Foreclosed assets, net 

Depreciation 

FDIC premiums 

Amortization of intangibles 
Other 

Income (loss) before income taxes 

Income tax expense (benefit) 

Net income (loss) 

Preferred stock dividends and accretion of 
discount on preferred stock 

Net income (loss) available to common stockholders 

Earnings (loss) per common share: 

Basic 

Diluted 

2009 

$ 13,197 

1,120 

97 

32 

14,446 

4,723 

1 

1,027 

196 

5,947 

8,499 

9,928 

(1,429) 

345 

542 

36 

-
125 

208 

21 

1,377 

4,155 

481 

616 

345 

759 

108 

162 

52 

103 

82 

(1) 
483 

541 

6 

348 

$ 8,252 

$ (8,314) 

1,577 

(9,891) 

(407) 

$(10,298) 

$ (2.51) 

$ (2.51) 

YEARS ENDED DECEMBER 31, 

2008 

$ 15,193 

1,329 

107 

8 

16,637 

5,210 

541 

850 

334 

7,935 

8,702 

917 

7,785 

544 

159 

34 

54 

123 

-
34 

948 

4,058 

485 

687 

308 

558 

136 

159 

45 

91 

20 

(3) 
683 

86 

-
436 

$ 7,749 

$ 984 

261 

723 

(29) 

$ 594 

$ 0.16 

$ 0.16 

2007 

$ 15,847 

1,520 

138 

18 

17,523 

7,218 

1,639 

512 

425 

9,795 

7,728 

539 

7,189 

287 

233 

49 

-
123 

-
36 

728 

4,601 

534 

558 

293 

358 

148 

162 

203 

99 

23 

(30) 

519 

21 

-
408 

$ 7,997 

$ (80) 

(63) 

(17) 

-
$ (17) 

$ 
$ 
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CONSOLIDATED STATEMENTS OF CHANCES IN STOCKHOLDERS' EQUITY 

(DOLLARS IN THOUSANDS EXCEPT PER SHARE DATA) 

Balance at January 1, 2007 

Comprehensive income: 

Net loss 

Change in unrealized gain (loss) on securities 
available for sale, net of reclassification and 
tax effects 

Total comprehensive income 

Release of 17,533 stock based incentive 
plan shares 

Tax benefits from dividends on unvested 
stock based incentive plan shares 

Tax effect from vesting of stock based 
incentive plan shares 

Stock option expense 

Purchase of 125,000 treasury shares 

Cash dividends declared on common stock 
($.28 pershare) 

Balance at December 31, 2007 

Comprehensive income: 

Net income 

Change in unrealized gain (loss) on securities 
available for sale, net of reclassification and 
tax effects 

Total comprehensive income 

Issuance of 7,225 shares preferred stock 
and 336,568 common stock warrants, 
net of offering costs of $22 

Accretion of discount on preferred stock 

Issuance of 31,750 stock based incentive 
plan shares 

Release of 23,417 stock based incentive 
plan shares 

Tax benefits from dividends on unvested 
stock based incentive plan shares 

Tax effect from vesting of stock based 
incentive plan shares 

Stock option expense 

Purchase of 365,000 treasury shares 

Preferred stock dividends 

Cash dividends declared on common stock 
($.20 per share) 

Balance at December 31, 2008 

PREFERRED 
STOCK 

$ 

5,986 

3 

$ 5,989 

COMMON 
STOCK 

$ 45 

45 

1 

$ 47 

COMMON 
STOCK 

WARRANT 

$ 

217 

$ 217 

ADDITIONAL 
PAID-IN CAPITAL 

$ 27,204 

152 

3 

(25) 

15 

27,348 

127 

3 

(45) 

22 

$ 27,455 

RETAINED 
EARNINGS 

(ACCOMOLATED 
DEFICIT) 

$ 2,643 

(17) 

(1,215) 

1,411 

723 

(3) 

(26) 

(843) 

$ 1,262 

ACCUMULATED 

OTHER 
COMPREHENSIVE 
INCOME (LOSS) 

$ (25) 

212 

187 

153 

$ 350 

TREASURY 
STOCK 

$ (783) 

(830) 

(1,513) 

(1,632) 

$(3,245) 

TOTAL 
STOCKHOLDERS' 

EQUITY 

$29,085 

(17) 

212 

195 

152 

3 

(26) 

15 

(830) 

(1,215) 

27,379 

723 

163 

885 

7,203 

1 

127 

3 

(45) 

22 

(1,632) 

(25) 

(843) 

$33,075 

(continued on next page.) 
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CONSOLIDATED S T A t E M E N T S OF CHANGES I N StOCKHOLDERS' EQUITV (COHTlHfUED) 

(DOLLARS IN THOUSANDS EXCEPT PER SHARE DATA); 

BalanceatJanuary 1, 2009 

Comprehensive loss: 

Net loss 

Change in unrealized gain (loss) on securities 
available for sale, net of reclassification and 
tax effects 

Total connprehensive loss 

Preferred stock offering Costs 

Accretion of discount on preferred stock 

Release df 11,921 stock based Incentive 
plan shares 

Forfeiture of 1,950 stbck based incentive 
plan shares 

Tax benefits froni dividends on unvested 
stock based incentive plan shares 

Tax effect from vesting of stbck based 
incentive plari shares 

Stock optiori experise 

Preferred stock dividends 

Balance at December 31, 2009 

PREFEfiRED 
STOCK 

$ 6,989 

(13) 

45 

$ 7,021 

COMMON 
STOCK 

$ 47 

$ 47 

COMMON 
STOCK 

WARRANT 

$ 217 

$ 217 

ADDITIONAL 

PAID-IN CAPITAL 

$ 27,455 

55 

1 

(20) 

26 

$27,517 

RETAINED 
EARNINGS 

(ACCUMULATED 
DEFICIT) 

$ 1,252 

(9,891) 

(45) 

2 

(362) 

$ (9,034) 

ACCUMULATED 
OTHER 

COMPREHENSIVE 
INCOME (LOSS) 

$ 350 

354 

$ 704 

TREASURY 
STOCK 

$ (3,245) 

$ (3,245) 

TOTAL 
STOCKHOLDERS' 

EQUITY 

$ 33,075 

(9,891) 

354 

(9,537) 

(13) 

55 

2 

1 

(20) 

26 

(362) 

$23,227 

(See accompanying notes.) 
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C O N S O L I D A T E D S T A T E M E N T S OF C A S H F L O W S 

(DOLLARS IN THOUSANDS EXCEPT PER SHARE DATA) YEARS ENDED DECEMBER 31 , 

2009 2008 2007 

Net income (loss) 

Adjustments to reconcile net income (loss) to net 
cash from operating activities: 

Provision for loan losses 

Valuation (gain) loss on mortgage servicing rights 

Depreciation 

Amortization, net 

Net realized (gain) loss on sales of securities 

Originations of loans held for sale 

Proceeds from sale of loans held for sale 

Net gain on sale of loans 

Valuation loss on loans transferred from held 
for sale to portfolio 

Net gain on acquisition 

Loss (gain) on disposal of premises and equipment 

Gain on sale of foreclosed assets 

FHLB stock dividends 

Stock-based compensation expense 

Change in deferred income taxes (net of change 
in valuation allowance) 

Net change in: 

Bank owned life insurance 

Accrued interest receivable and other assets 

Accrued interest payable and other liabilities 

(9,891) 

(1) 

83 

1,579 

(125) 

(542) 

(442) 

723 

(1) 

(22) 

(81) 

149 

314 

(123) 

(262) 

(457) 

(17) 

9,928 

(4) 

483 

(38) 

-

(55,024) 

53,312 

(542) 

5 

(208) 

917 

3 

583 

(55) 

(54) 

(25,973) 

27,305 

(159) 

-

-

539 

(3) 

519 

(121) 

-

(37,282) 

39,058 

(233) 

-

-

38 

(45) 

157 

(61) 

(123) 

(876) 

1,761 

Net cash from operating activities 

Cash flows from investing activities 

Available-for-sale securities: 

Sales 

Maturities, prepayments and calls 

Purchases 

Loan originations and payments, net 

Loans purchased 

Proceeds from redemption of FHLB stock 

Purchaseof FHLB stock 

Additions to premises and equipment 

Proceeds from the sale of premises and equipment 

Proceeds from the sale of foreclosed assets 

Net cash used in acquisition 

(2,527) 

5,419 

(3,698) 

(4,403) 

(2,231) 

167 

(40) 

1 

28 

(675) 

1,908 3,420 

2,064 

10,103 

(5,917) 

(4,401) 

-

-

(65) 

(212) 

1 

231 

-

7,244 

(5,857) 

(41,371) 

(5,146) 

850 

-

(2,278) 

9 

246 

Net cash from investing activities $ (4,432) 804 (46,313) 

(continued on next page.) 
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C O N S O L I D A T E D S T A T E M E N T S OF C A S H F L O W S ( C O N T I N U E D ) 

(DOLLARS IN THOUSANDS EXCEPT PER SHARE DATA) YEARS ENDED DECEMBER 31 , 

Cash flows from financing activities 

Net change in deposits 

Net change in short-term borrowings from the FHLB 
and other debt 

Proceeds from long-term FHLB advances and other debt 

Repayments on long-term FHLB advances and other debt 

Net change in advances by borrowers for taxes and 
insurance 

Cash dividends paid on common stock 

Cash dividends paid on preferred stock 

Proceeds from issuance of preferred stock and common 
stock warrant 

Costs associated with issuance of preferred stock 

Purchase of treasury shares 

Net cash from financing activities 

Net change in cash and cash equivalents 

Beginning cash and cash equivalents 

Ending cash and cash equivalents 

Supplemental cash f low information: 

Interest paid 

Income taxes paid 

Supplemental noncash disclosures: 

Transfers from loans to repossessed assets 

Loans issued to finance the sale of repossessed assets 

Loans transferred from held for sale to portfolio 

2009 

$ 3,353 

(3,785) 

17,942 

(11,200) 

(6) 

(205) 

(341) 

-

(13) 

-

5,755 

(1,204) 

4,177 

$ 2,973 

$ 5,095 

-

$ 174 

162 

1,852 

2008 

$13,247 

(32,400) 

14,000 

(2,000) 

13 

(860) 

-

7,203 

-
(1,632) 

(2,429) 

283 

3,894 

$ 4,177 

$ 7,340 

51 

$ 123 

-
-

2007 

$25,559 

17,000 

4,200 

(4,270) 

17 

(1,402) 

-

-

-
(830) 

41,384 

(1,509) 

5,403 

$ 3,894 

$ 9,733 

15 

$ 285 

-
-

(See accompanying notes.) 
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NOTES TO CONSOLIDATED FINAMCIAL STATEMENTS 

(DOLLARS IN THOUSANDS EXCEPT PER SHARE DATA) 

N O T E 1 - S U M M A R Y OF S I G N I F I C A N T A C C O U N T I N G P O L I C I E S 

Nature of Operations and Principles of Consolidation: 
The consolidated flnancial statements include Central 
Federal Corporation, its wholly-owned subsidiaries, CFBank, 
Ghent Road, Inc., and Smith Ghent LLC, together referred 
to as "the Company". Ghent Road, Inc. was formed in 2006 
and owns property. Prior to October 2009, the Company 
owned a one-third interest in Smith Ghent LLC, which 
owns the Company's headquarters in Fairlawn. The Company 
purchased the remaining two-thirds interest in October 
2009. Intercompany transactions and balances are eliminated 
in consoUdation. 

CFBank provides flnancial services through its offices in 
Fairlawn,Worthington,WellsvUle and Calcutta, Ohio. Its 
primary deposit products are checking, savings, and term 
certificate accounts, and its primary lending products are 
commercial and residential mortgages, commercial, and 
installment loans. SubstantiaUy all loans are secured by 
specific items of coUateral including business assets, 
consumer assets, and commercial and residential real 
estate. Commercial loans are expected to be repaid from 
cash flow from operations of businesses. There are no 
significant concentrations of loans to any one industry or 
customer. However, the customers' ability to repay their 
loans is dependent on the real estate and general economic 
conditions in the customer's geographic areas. 

Use of Estimates: To prepare financial statements in 
conformity with U.S. generaUy accepted accounting prin­
ciples, (GAAP), management makes estimates and assump­
tions based on avaUable information. These estimates and 
assumptions affect the amounts reported in the financial 
statements and the disclosures provided, and actual results 
could differ. The allowance for loan losses, loan servicing 
rights, deferred tax assets, and fau- values of financial instru­
ments are particularly subject to change. 

Cash Flows: Cash and cash equivalents include cash, 
deposits with other financial institutions with maturities 
fewer than 90 days, and federal funds sold. Net cash flows 
are reported for customer loan and deposit transactions, 
interest-bearing deposits in other flnancial institutions and 
borrowings with original maturities under 90 days. 

Securities: Debt securities are classified as held to maturity 
and carried at amortized cost when management has the 
positive intent and abiUty to hold them to maturity. Debt 
securities are classified as available for sale when they 
might be sold before maturity. Equity securities with readUy 
determinable fair values are classified as available for sale. 
Securities avaUable for sale are carried at fair value, with 
unrealized holding gains and losses reported in other com­
prehensive income, net of tax. 

Interest income includes amortization of purchase premium 
or discount. Premiums and discounts on securities are 

amortized on the level-yield method without anticipating 
prepayments, except for mortgage-backed securities where 
prepayments are anticipated. Gains and losses on sales 
are recorded on the trade date and determined using the 
specific identification method. 

Management evaluates securities for other-than-temporary 
impairment (OTTI) at least on a quarterly basis, and more 
frequently when economic or market conditions warrant 
such an evaluation. 

Loans Held f o r Sale: Mortgage loans originated and 
intended for sale in the secondarj^ market are carried at 
the lower of aggregate cost or fair value, as determined by 
outstanding commitments from investors. Net unrealized 
losses, if any, are recorded as a valuation allowance and 
charged to earnings. 

Mortgage loans held for sale are generaUy sold with servic­
ing rights released. The carrying value of mortgage loans 
sold is reduced by the amount allocated to the servicing 
right when mortgage loans held for sale are sold with 
servicing rights retained. Gains and losses on sales of 
mortgage loans are based on the difference between the 
selling price and the carrying value of the related loan sold. 

Loans: Loans that management has the intent and ability 
to hold for the foreseeable future or untU maturity or pay­
off are reported at the principal balance outstanding, ad­
justed for purchase premiums and discounts, deferred loan 
fees and costs, and an allowance for loan losses. Interest 
income is accrued on the unpaid principal balance. Loan 
origination fees, net of certain direct origination costs, are 
deferred and recognized in interest income using the level-
yield method without anticipating prepayments. 

Interest income on mortgage and commercial loans is 
discontinued at the time the loan is 90 days delinquent 
unless the loan is well-secured and in process of collection. 
Consumer and credit card loans are typicaUy charged-off no 
later than 90 days past due. Past due status is based on the 
contractual terms of the loan. In all cases, loans are placed 
on nonaccrual or charged-off at an earlier date if collection 
of principal or interest is considered doubtful. Nonaccrual 
loans and loans past due 90 days stiU on accrual include 
both smaller balance homogeneous loans that are collec­
tively evaluated for impairment and individually classified 
impaired loans. A loan is moved to nonaccrual status in 
accordance with the Company's policy, typicaUy after 90 
days of non-payment. 

All interest accrued but not received for loans placed on 
nonaccrual is reversed against interest income. Interest re­
ceived on such loans is accounted for on the cash-basis or 
cost-recovery method, until qualifying for return to accrual. 
Loans are returned to accrual status when aU the principal 
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lOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

and interest amounts contractually due are brought current 
and future payments are reasonably assured. 

Concentration of Credit Risk: Most ofthe Company's 
primary business activity is with customers located within 
the Ohio counties of Columbiana, Franklin, Summit and 
contiguous counties. Therefore, the Company's exposure 
to credit risk is significantly affected by changes in the 
economies within these counties. Although these coun­
ties are the Company's primary market area for loans, the 
Company originates residential and commercial real estate 
loans throughout the United States. 

Allowance f o r Loan Losses: The allowance for loan 
losses is a valuation allowance for probable incurred credit 
losses. Loan losses are charged against the aUowance when 
management believes the uncoUectibUity of a loan balance 
is confirmed. Subsequent recoveries, if any, are credited 
to the allowance. Management estimates the aUowance 
balance required using past loan loss experience, the nature 
and volume of the portfoUo, information about specific bor­
rower situations and estimated collateral values, economic 
conditions, and other factors. Allocations of the aUowance 
may be made for speciflc loans, but the entire aUowance 
is available for any loan that, in management's judgment, 
should be charged off 

The aUowance consists of speciflc and general components. 
The speciflc component relates to loans that are individuaUy 
classified as impaired. The general component covers loans 
not classifled as impaired and is based on historical loss 
experience adjusted for current factors. 

A loan is impaired when, based on current information and 
events, it is probable that the Company wiU be unable to 
coUect aU amounts due according to the contractual terms 
ofthe loan agreement. Loans for which the terms have 
been modified to grant concessions, and for which the bor­
rower is experiencing financial difficulties, are considered 
troubled debt restructurings and classified as impaired. 

Commercial, multi-family residential and commercial real 
estate loans are evaluated for impairment when they are 
over 90 days past due and adversely classified. All other 
loans over $500 are individually evaluated for impairment 
when they are 90 days past due or earlier than 90 days past 
due if information regarding the payment capacity of the 
borrower indicates that payment in fuU according to the 
loan terms is doubtful. If a loan is impaired, a portion of the 
aUowance is aUocated so that the loan is reported, net, at 
the present value of estimated future cash flows using the 
loan's existing rate or at the fair value of coUateral if repay­
ment is expected solely from the coUateral. Large groups 
of smaller balance loans, such as consumer and residential 
real estate loans, are coUectively evaluated for impair­
ment, and accordingly, they are not separately identified 
for impairment disclosures. Troubled debt restructurings 
are measured at the present value of estimated future cash 
flows using the loan's effective rate at inception. 

Servicing Rights: Servicing rights are recognized separately 
when they are acquired through sales of loans. When mort­

gage loans are sold, servicing rights are initiaUy recorded 
at fair value with the income statement effect recorded in 
gains on sales ofloans. Fair value is based on market prices 
for comparable mortgage servicing contracts, when avaUable, 
or alternatively, is based on a valuation model that calculates 
the present value of estimated future net servicing income. 
All classes of servicing assets are subsequently measured 
using the amortization method which requires servicing 
rights to be amortized into noninterest income ui proportion 
to, and over the period of, the estimated future net servicing 
income of the underlying loans. 

Servicing assets are evaluated for impairment based upon 
the fair value of the rights as compared to carrying amount. 
Impairment is determined by stratifying rights into group­
ings based on predominant risk characteristics, such as 
interest rate, loan type and investor type. Impairment is 
recognized through a valuation allowance for an individual 
grouping, to the extent that fair value is less than the carry­
ing amount. If it is later determined that aU or a portion of 
the impairment no longer exists for a particular grouping, a 
reduction of the allowance may be recorded as an increase 
to income. Changes in valuation aUowances are reported 
with loan servicing fees, net on the income statement. 
The fair values of servicing rights are subject to significant 
fluctuations as a result of changes in estimated and actual 
prepayment speeds and default rates and losses. 

Servicing fee income, which is reported on the income 
statement as loan servicing fees, net is recorded for fees 
earned for servicing loans. The fees are based on a con­
tractual percentage of the outstanding principal, or a fixed 
amount per loan, and are recorded as income when earned. 
The amortization of mortgage servicing rights is netted 
against loan servicing fee income. Loan servicing fees, net 
totaled $36, $34 and $49 for the years ended December 31, 
2009,2008 and 2007, respectively. Late fees and ancfllary 
fees related to loan servicing are not material. 

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

Foreclosed Assets: Assets acquired through or instead 
of loan foreclosure are initiaUy recorded at lower of cost 
or fair value less costs to seU when acquired, estabUshing a 
new cost basis. If fair value decUnes subsequent to foreclo­
sure, a valuation aUowance is recorded through expense. 
Operating costs after acquisition are expensed. 

Premises a n d Equipment: Land is carried at cost. Prem­
ises and equipment are stated at cost less accumulated 
depreciation. Buildings and related components are 
depreciated using the straight-line method with useful lives 
ranging from 3 to 40 years. Furniture, fixtures and equipment 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

are depreciated using the straight-line method with useful 
lives ranging from 2 to 25 years. Leasehold improvements 
are amortized over the lives of the respective leases. 

Federa l Home Loan Bank (FHLB) stock: CFBank is a 
member of the FHLB system. Members are required to own 
a certain amount of stock based on the level of borrowings 
and other factors, and may invest in additional amounts. 
FHLB stock is carried at cost, classifled as a restricted 
security, and periodicaUy evaluated for impairment based 
on ultimate recovery of par value. Both cash and stock 
dividends are reported as income. 

Bank Owned Life Insurance: CFBank purchased Ufe 
insurance poUcies on certain directors and employees. 
Bank owned Ufe insurance is recorded at the amount that 
can be reaUzed under the insurance contract at the balance 
sheet date, which is the cash surrender value adjusted for 
other charges or other amounts due that are probable at 
settlement. 

Intangible Assets: Intangible assets consist of identified 
intangibles from the purchase of the remaining two-thirds 
interest in Smith Ghent LLC in October 2009. The mtan­
gible asset was initially measured at fair value and is being 
amortized on a straight-line method over the estimated life 
of 4.5 years. 

Derivatives: Derivative financial instruments are recognized 
as assets or UabiUties at fair value. The Company's derivatives 
consist mainly of interest-rate swap agreements, which 
are used as part of its asset Uability management to help 
manage interest rate risk. The Company does not use 
derivatives for trading purposes. The derivative transactions 
are considered instruments with no hedging designation 
("stand-alone derivatives"). Changes in the fair value of the 
derivatives are reported currently in earnings, as noninterest 
income. 

Mortgage Banking Derivatives: CFBank enters into 
interest rate lock commitments on mortgage loans to be 
sold into the secondary market. These derivatives are not 
designated as hedges and are carried at fair value. The net 
gain or loss on mortgage banking derivatives is hicluded in 
gain on sale of loans. 

Stock-Based Compensation: Compensation cost is 
recognized for stock options and restricted stock awards 
issued to employees, based on the fair value of these 
awards at the date of grant. A Black-Scholes model is utiUzed 
to estimate the fair value of stock options, while the market 
price ofthe Company's common stock at the date of grant 
is used for restricted stock awards. Compensation cost 
is recognized over the required service period, generaUy 
defined as the vesting period. For awards with graded 
vesting, compensation cost is recognized on a straight-Une 
basis over the required service period for each separately 
vesting portion of the award. 

Inconie Taxes: Income tax expense is the total of the 
current year income tax due or refundable and the change 
in deferred tax assets and liabilities. Deferred tax assets 

and UabiUties are the expected future tax amounts for the 
temporary differences between carrying amounts and 
tax bases of assets and liabUities, computed using enacted 
tax rates. A valuation aUowance of $4,312 was recorded in 
2009 to reduce the carrying amount of the Company's net 
deferred tax asset to zero. See Note 12 - Income Taxes. 

The Company adopted guidance issued by the Financial Ac­
counting Standards Board (FASB) with respect to accounting 
for uncertainty in income taxes as of January 1,2007. A tax 
position is recognized as a benefit only if it is "more Ukely 
than not" that the tax position would be sustained in a tax 
examination, with a tax examination being presumed to 
occur. The amount recognized is the largest amount of tax 
benefit that is greater than 50% likely of being reaUzed on 
examination. For tax positions not meeting the "more Ukely 
than not" test, no tax benefit is recorded. The adoption had 
no affect on the Company's financial statements. 

The Company recognizes interest related to income tax 
matters as interest expense and penalties related to income 
tax matters as other expense. 

Retirement Plans: Employee 401(k) and profit sharing 
plan expense is the amount of matching contributions. 
Supplemental retirement plan expense allocates the 
benefits over years of service. 

Eamings P e r Common Share: Basic earnings per com­
mon share is net income avaUable to common stockholders 
divided by the weighted average number of common 
shares outstanding during the period. All outstanding 
unvested share-based payment awards that contain rights 
to nonforfeitable dividends are considered participating se­
curities for this calculation. DUuted eamings per common 
share uicludes the dilutive effect of additional potential 
common shares issuable under stock options and warrant. 

Comprehensive Income (Loss): Comprehensive income 
0oss) consists of net income floss) and other comprehensive 
income (loss). Other comprehensive income (loss) includes 
unreaUzed gains and losses on securities available for sale, 
which are also recognized as a separate component of 
equity. 

Loss Contingencies: Loss contingencies, including claims 
and legal actions arising in the ordinary course of business, 
are recorded as UabUities when the likeUhood of loss is 
probable and an amount or range of loss can be reasonably 
estimated. Management does not beUeve there now are 
such matters that wiU have a material effect on the financial 
statements. 

Restrictions on Cash: Cash on hand or on deposit with 
the Federal Reserve Bank was required to meet regulatory 
reserve and clearing requirements. 

Equity: Treasury stock is carried at cost. The carrying 
value of preferred stock and the common stock warrant is 
based on allocation of issuance proceeds, net of issuance 
costs, in proportion to their relative fair values. Preferred 
stock is carried net of the discount established through the 
aUocation of proceeds. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Dividend Restriction: Banking regulations require main­
taining certain capital levels and may limit the dividends 
paid by CFBank to the Holding Company or by the Holding 
Company to stockholders. On December 5,2008, the Com­
pany issued 7,225 shares ofpreferred stock to the United 
States Department of the Treasury (U.S. Treasury) under 
the Troubled Asset Relief Program (TARP) Capital Purchase 
Program. WhUe that preferred stock remains outstanding, 
dividends on the Company's common stock are limited to 
a quarterly cash dividend of a maximum of $.05 per share. 
See Note 15 - Preferred Stock. 

Fa i r Value of Financial Instruments: Fair values of 
financial instruments are estimated using relevant market 
information and other assumptions, as more fully disclosed 
in Note 4 - FairValue. Fair value estimates involve un­
certainties and matters of significant judgment regarding 
interest rates, credit risk, prepayments, and other factors, 
especiaUy Ui the absence of broad markets for particular 
items. Changes in assumptions or in market conditions 
could signiflcantly affect the estimates. 

Operating Segments: WhUe the chief decision-makers 
morutor the revenue streams of the Company's various 
products and services, operations are managed and financial 
performance is evaluated on a Company-wide basis. 
Operating results are not reviewed by seruor management 
to make resource allocation or performance decisions. 
Accordingly, all of the financial service operations are 
considered by management to be aggregated in one 
reportable operating segment. From 2005 thru 2007, 
internal financial information was primarUy reported and 
aggregated in two lines of business, banking and mortgage 
banking. Begirming in 2008, mortgage banking activities 
are considered to be part of banking activities due to the 
level of mortgage banking activities' contribution to the 
Company's overaU performance. 

Reclassifications: Some items in the prior year financial 
statements were reclassified to conform to the current 
presentation. 

Adoption of New Accounting Standards: 

In September 2006, the FASB issued Statement of Financial 
Accounting Standards (SFAS) No. 157, Fair Value Measure­
ments (Accounting Standards Codification (ASC) 820-10). 
This Statement defines fair value, establishes a framework 
for measuring fair value and expands disclosures about fair 
value measurements. This Statement also estabUshes a fair 
value hierarchy about the assumptions used to measure 
fair value and clarifles assumptions about risk and the 
effect of a restriction on the sale or use of an asset. The 
standard was effective for flscal years beginning after 
November 15,2007. In February 2008, the FASB issued Staff 
Position (FSP) No. 151-2, Effective Date of FASB Statement 
No. 157, which is currently ASC 820-10. This FSP delayed 
the effective date of SFAS No. 157 for all nonfinancial assets 
and nonfinancial liabUities, except those that are recognized 
or disclosed at fair value on a recurring basis (at least annu­
aUy) to fiscal years beginning after November 15,2008, and 

interim periods within those fiscal years. The adoption of 
this pronouncement did not have a material impact on the 
Company's results of operations or financial position. 

In December 2007, the FASB issued SFAS No. I4l (revised 
2007), Business Combinations (ASC 805). ASC 805 estab­
Ushes principles and requirements for how an acquirer 
recognizes and measures in its flnancial statements the 
identifiable assets acquired, the liabilities assumed, and any 
noncontrolUng interest in an acquiree, including the recog­
nition and measurement of goodwill acquired in a busi­
ness combination. ASC 805 was effective for fiscal years 
beginning on or after December 15,2008. There was no 
impact on the Company's results of operations or financial 
position upon adoption. However, the Company accounted 
for its acquisition of the controlling interest in Smith Ghent 
LLC in accordance with ASC 805. 

In June 2008, the FASB issued FSP EITF 03-6-1 - Determining 
Whether Instruments Granted in Share-Based Payment 
Transactions Are Participating Securities (ASC 260-10). 
This FSP addresses whether instruments granted in share-
based payment transactions are participating securities 
prior to vesting and, therefore, included in the earnings 
allocation in computing earnings per share (EPS) under 
the two-class method. ASC 260-10 provides that unvested 
share-based payment awards that contain nonforfeitable 
rights to dividends or dividend equivalents (whether paid 
or unpaid) are participating securities and shall be included 
in the computation of EPS pursuant to the two-class 
method. This FSP was effective for financial statements 
issued for fiscal years beginning after December 15,2008, 
and interim periods within those years. AU prior-period 
EPS data presented were to be adjusted retrospectively (in­
cluding interim financial statements, summaries of earnings, 
and selected flnancial data) to conform to the provisions 
of this FSP. Adoption of this pronouncement reduced the 
Company's basic and diluted income floss) per common 
share by $.01 for 2008 and by less than $.01 for 2009 and 
2007. 

InApril 2009,the FASB issued FSP No. 115-2 and No. 124-2, 
Recognition and Presentation of Other-Than-Temporary 
Impairments (OTTI) (ASC 320-10), which amended 
existing guidance for determining whether impairment is 
other-than-temporary for debt securities. The FSP requires 
an entity to assess whether it intends to seU, or it is more 
likely than not that it wiU be required to seU, a security in 
an unrealized loss position before recovery of its amortized 
cost basis. If either of these criteria is met, the entire differ­
ence between amortized cost and fair value is recognized 
as impairment through earnings. For securities that do not 
meet the aforementioned criteria, the amount of Unpairment 
is spUt into two components as foUows: 1) OTTI related to 
other factors, which is recognized in other comprehensive 
income and 2) OTTI related to credit loss, which must be 
recogruzed in the income statement. The credit loss is 
determined as the difference between the present value of 
the cash flows expected to be coUected and the amortized 
cost basis. Additionally, disclosures about OTTI for debt and 
equity securities were expanded. ASC 320-10 was effective 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

for interim and annual reporting periods ending June 15, 
2009, v^ith early adoption permitted for periods ending 
after March 15,2009. The adoption of this pronouncement 
by the Company on April 1,2009 did not have a material 
impact on its results of operations or flnancial position. 

In AprU 2009, the FASB issued FSP No. 157-4, Determining 
Fair Value When the Volume and Level of Activity for the 
Asset and Liability Have Significantly Decreased and 
Identifying Transactions That Are Not Orderly (ASC 820-
10). This FSP emphasizes that the objective of a fair value 
measurement does not change even when market activity 
for the asset or liability has decreased signiflcantly. Fair vaL 
ue is the price that would be received for an asset sold or 
paid to transfer a UabUity in an orderly transaction (that is, 
not a forced liquidation or distressed sale) between market 
participants at the measurement date under current market 
conditions. When observable transactions or quoted prices 
are not considered orderly, then little, if any, weight should 
be assigned to the indication of the asset or liability's fair 
value. Adjustments to those transactions or prices would 
be needed to determine the appropriate fair value. The FSP, 
which was applied prospectively, was effective for interim 
and annual reporting periods ending after June 15,2009, 
with early adoption for periods ending after March 15, 
2009. The adoption of this pronouncement by the 
Company at June 30,2009 did not have a material impact 
on its results of operations or flnancial position. 

Effect of Newly I s sued But Not Yet Effective 
Accounting Standards: 

In June 2009, the FASB issued SFAS No. 166, Accounting 
for Transfers of Financial Assets, an Amendment of FASB 
Statement No. 140 (ASC 810). The new accounting require­
ment amends previous guidance relating to the transfers of 
flnancial assets and ehminates the concept of a quaUfying 
special-purpose entity. ASC 810 must be applied as ofthe 
beginning of each reporting entity's flrst annual reporting 

period that begins after November 15,2009, for interim 
periods within that first annual reporting period and for 
interim and annual reporting periods thereafter. ASC 810 
must be applied to transfers occurring on or after the effec­
tive date. Additionally, on and after the effective date, the 
concept of a quaUfying special-purpose entity is no longer 
relevant for accounting purposes. Therefore, formerly 
qualifying special-purpose entities should be evaluated for 
consolidation by reporting entities on and after the effec­
tive date in accordance with the appUcable consoUdation 
guidance. Additionally, the disclosure provisions of ASC 810 
were also amended and apply to transfers that occurred 
both before and after the effective date of ASC 810. The 
adoption of ASC 810 is not expected to have a material 
effect on the Company's consolidated financial statements. 

In June 2009, the FASB issued SFAS No. I67, Amendments 
to FASB Interpretation No. 46(R) (ASC 810), which amend­
ed guidance for consoUdation of variable interest entities by 
replacing the quantitative-based risks and rewards calcula­
tion for determining which enterprise, if any, has a control­
ling financial interest in a variable interest entity with an 
approach focused on identifying which enterprise has the 
power to direct the activities of a variable interest entity 
that most significantly impact the entity's economic per­
formance and has (1) the obligation to absorb losses of the 
entity or (2) the right to receive benefits from the entity. 
SFAS No. I67 also requires additional disclosures about an 
enterprise's involvement in variable interest entities. SFAS 
No. 167 wiU be effective as of the beginning of each report­
ing entity's flrst annual reporting period that begins after 
November 15,2009, for interim periods within that first 
annual reporting period, and for interim and annual report­
ing periods thereafter. Early adoption is prohibited. The 
adoption of SFAS No. 167 is not expected to have a material 
effect on the Company's consolidated financial statements. 
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NOTE 2 - SECURITIES 

The foUowing table summarizes the amortized cost and fair value of the avaUable-for-sale securities portfolio at December 
31,2009 and 2008 and the corresponding amounts of gross unrealized gains and losses recogruzed in accumulated other 
comprehensive income floss) were as foUows: 

2009 

Issued by U.S. government-sponsored agencies: 

Mortgage-backed securities - residential 

Collateralized mortgage obligations 

Collateralized mortgage obligations issued by private 
issuers 

Total 

2008 

Issued by U.S. government-sponsored agencies: 

Mortgage-backed securities - residential 

Collateralized mortgage obligations 

Total 

AMORTIZED 
COST 

$ 5,171 

13,551 

1,635 

$ 20,357 

$ 6,671 

16,349 

$ 23,020 

GROSS 
UNREALIZED 

GAINS 

$ 390 

479 

15 

$ 884 

$ 254 

289 

$ 543 

GROSS 
UNREALIZED 

LOSSES 

$ -

-

-

$ -

$ (3) 

(10) 

$ (13) 

FAIR 
VALUE 

$ 5,551 

14,030 

1,550 

$ 21,241 

$ 6,922 

15,628 

$ 23,550 

The proceeds from sales and calls of securities and the associated gains in 2008 are listed below: 

2008 

Proceeds 

Gross gains 

Gross losses 

2,064 

54 

There were no proceeds from sales and calls of securities in 2009 or 2007. The tax benefit related to the gains in 2008 
was $18. 

At year-end 2009 and 2008, there were no debt securities contractually due at a single maturity date. The amortized 
cost and fair value of mortgage-backed securities and coUateralized mortgage obligations, which are not due at a single 
maturity date, totaled $20,357 and $21,241 at December 31,2009, and $23,020 and $23,550 at December 31,2008. 
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NOTE 2 - SECURITIES (CONTINUED) 

Fair value of securities pledged was as foUows: 

Pledged as collateral for: 

FHLB advances 

Public deposits 

Customer repurchase agreements 

Interest-rate swaps 

Total 

2009 

$ 11,045 

4,038 

3,088 

1,010 

$ 19,181 

2008 

$ 13,508 

3,058 

3,098 

1,235 

$ 20,899 

At year-end 2009 and 2008, there were no holdings of securities of any one issuer, other than the U.S. government and its 
agencies, in an amount greater than 10% of stockholders' equity. 

The following table summarizes securities with unrealized losses at December 31,2008 aggregated by major security 
type and length of time in a continuous unreaUzed loss position. There were no securities with unrealized losses at 
December 31,2009. 

2008 

DESCRIPTION OF SECURITIES 

Issued by U.S. government-sponsored agencies: 

Mortgage-backed securities - residential 

Collateralized mortgage obligations 

Totai temporarily impaired 

LESSTHAN 12 MONTHS 

FAIRVALUE U^ f^^^ f^^ 

$ 558 $ (3) 

165 

$ 733 $ (3) 

12 MONTHS OR MORE 

FAIRVALUE ^ < ' ^ ^ ^ ^ ^ ° 

$ - $ -

1,013 (10) 

$ 1,013 $ (10) 

TOTAL 

FAIRVALUE " ^ f ^ ^ ^ f ^ 

$ 568 $ (3) 

1,178 (10) 

$ 1,746 $ (13) 

In determining OTTI for debt securities, management 
considers many factors, including: (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, (3) whether the market decline was affected by 
macroeconomic conditions, and (4) whether the Company 
has the intent to seU the debt security or more likely than 
not wiU be required to seU the debt security before its 
anticipated recovery. The assessment of whether an other-
than-temporary decline exists involves a high degree of 
subjectivity and judgment and is based on the information 
available to management at a point in time. 

As of December 31,2009, the Company's securities portfo­
lio consisted of $21,241 of securities, none of which were 
in an unrealized loss position. The Company's securities 
portfoUo included one private4abel collateralized mortgage 
obligation at December 31,2009, which was rated AAA 
at purchase. The Company monitors the security's 
performance to insure it has adequate credit support. 
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NOTE 3 - LOANS 

Loans at year-end were as foUows: 

Commercial 

Real estate: 

Single-family residential 

Multi-family residential 

Commercial 

Consumer 

Subtotal 

Less: Net deferred ioan fees 

Allowance for loan losses 

Loans, net 

2009 

$ 42,755 

30,636 

37,732 

101,350 

25,030 

238,503 

(308) 

(7,090) 

$231,105 

2008 

$ 40,945 

28,884 

41,495 

99,552 

26,429 

237,405 

(354) 

(3,119) 

$ 233,922 

Commercial real estate loans include $4,759 and $2,872 in construction loans at December 31,2009 and December 31, 
2008. Single-famUy residential real estate loans include $1,064 and $180 in construction loans at December 31,2009 and 
December 31,2008. 

Activity in the allowance for loan losses was as foUows: 

Beginning balance 

Provision for loan losses 

Reclassification of allowance for losses 
on loan related commitments "' 

Loans charged-off 

Recoveries 

Ending balance 

2009 

$ 3,119 

9,928 

(35) 

(6,254) 

343 

$ 7,090 

2008 

$ 2,584 

917 

-

(497) 

15 

$ 3,119 

2007 

$ 2,109 

539 

-

(44) 

80 

$ 2,684 

(1) Reclassified to accrued interest payable and other liabilities in the consolidated balance sheet. 

Individually iinpaired loans were as follows: 

Period-end loans with no allocated allowance for loan losses 

Period-end loans with allocated allowance for loan losses 

Total 

Amount of the allowance for loan losses allocated 

2009 

$ 6,954 

6,734 

$ 13,698 

$ 2,033 

2008 

$ 

2,257 

$ 2,257 

$ 514 

2008 2007 

Average of individually impaired loans during the year 

Interest income recognized during impairment 

Cash-basis interest income recognized 

1,547 

3 
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NOTE 3 - LOANS (CONTINUED) 

Nonaccrual loans and loans past due over 90 days stiU on accrual were as follows: 

Loans past due over 90 days still on accrual 

Nonaccrual loans: 

Commercial 

Single-family residential real estate 

Multi-family residential real estate 

Commercial real estate 

Home equity lines of credit 

Other consumer 

Total nonaccrual loans 

2009 

$ 14 

$ 217 

426 

4,405 

6,864 

1,307 

-
$ 13,220 

2008 

$ 348 

$ 646 

63 

1,254 

50 

31 

$ 2,064 

Nonaccrual loans and loans past due over 90 days stiU on accrual include both smaUer balance single-family mortgage and 
consumer loans that are collectively evaluated for impairment and individually classified impaired loans. 

Nonaccrual loans include loans that were modified and identified as troubled debt restructurings, where concessions had 
been granted to borrowers experiencing financial difficulties. These concessions could include a reduction in the interest 
rate, payment extensions, principal forgiveness, and other actions intended to maximize collection. At December 31,2009, 
nonaccruing troubled debt restructurings were as follows: 

Commercial 

Single-family residential real estate 

Commercial real estate 

Home equity lines of credit 

Total 

2009 

$ 217 

261 

854 

496 

$ 1,828 

There were no troubled debt restructurings at December 31,2008. The Company has allocated $511 of specific reserves 
to loans whose terms have been modified in troubled debt restructurings as ofDecember 31,2009. 

Nonaccrual loans at December 31,2009 do not include $1,310 in troubled debt restructurings where customers have 
estabUshed a sustained period of repayment performance, loans are current according to their modified terms, and repay­
ment of the remaining contractual payments is expected. These loans are included in impaired loans totals. 
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lOTE 4 - FAIR VALUE 

Fair value is the exchange price that would be received 
for an asset or paid to transfer a liability (exit price) in the 
principal or most advantageous market for the asset or 
liabiUty in an orderly transaction between market partici­
pants on the measurement date. There are three levels of 
inputs that may be used to measure fair values: 

Level I - Quoted prices (unadjusted) for identical assets or 
UabiUties in active markets that the entity has the ability to 
access as of the measurement date. 

Level 2 — Significant other observable inputs other than 
Level 1 prices such as quoted prices for similar assets or 
Uabilities; quoted prices in markets that are not active; or 
other inputs that are observable or can be corroborated 
by observable market data. 

Level 3 — Significant unobservable inputs that reflect a 
company's own assumptions about the assumptions that 
market participants would use in pricing an asset or UabUity. 

The Company used the foUowing methods and significant 
assumptions to estimate the fair value of each type of 
asset and liability: 

Securities available f o r sale: The fair value of securities 
available for sale is determined using pricing models that 
vary based on asset class and include avaUable trade, bid. 

and other market information or matrix pricing, which is 
a mathematical technique widely 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 (Level 2). 

Derivatives: The fair value of derivatives is based on 
valuation models using observable market data as of the 
measurement date (Level 2). 

Impa i red loans: The fair value of impaired loans with 
specific aUocations of the allowance for loan losses is 
generaUy based on recent real estate appraisals. These 
appraisals may utilize a single valuation approach or a com­
bination of approaches including comparable sales and the 
income approach. Adjustments are routinely made in the 
appraisal process by the appraisers to adjust for differences 
between the comparable sales and income data avaUable. 
Such adjustments are usuaUy significant and typically result 
in a Level 3 classification of the inputs for determining fair 
value. 

Loan servicing r ights : Fair value is based on a valuation 
model that calculates the present value of estimated future 
net servicing income (Level 2). 

Assets a n d Liabilities Measured on a Recurr ing Basis 

Assets and liabUities measured at fair value on a recurring basis are summarized below: 

Assets: 

Securities available for sale: 

Issued by U.S. government-sponsored agencies: 

Mortgage-backed securities - residential 

Collateralized mortgage obligations 

Collateralized mortgage obligations Issued 
by private issuers 

Total securities available for sale 

Yield maintenance provisions (embedded derivatives) 

Liabilities: 

Interest-rate swaps 

FAIR VALUE MEASUREMENTS AT DECEMBER 31, 2009 
USING SIGNIFICANT OTHER OBSERVABLE INPUTS 

(LEVEL 2) 

$ 5,561 

14,030 

1,550 

$21,241 

$ 480 

$ 480 
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lOTE 4 - FAIR VALUE (CONTINUED) 

Assets: 

Securities available for sale: 

Issued by U.S. government-sponsored agencies: 

Mortgage-backed securities - residential 

Collateralized mortgage obligations 

Total securities available for sale 

Yield maintenance provisions (embedded derivatives) 

Liabilities: 

Interest-rate swaps 

FAIR VALUE MEASUREMENTS AT DECEMBER 31 , 2008 
USING SIGNIFICANT OTHER OBSERVABLE INPUTS 

(LEVEL 2) 

$ 6,922 

16,628 

$23,550 

$ 929 

$ 929 

Assets Measured on a Non-Recurring Basis 

Assets and liabilities measured at fair value on a non-recurring basis are summarized below: 

Loan servicing rights 

Impaired loans 

FAIR VALUE MEASUREMENTS AT DECEMBER 31, 2009 USING: 

SIGNIFICANT OTHER OBSERVABLE INPUTS 
(LEVEL 2) 

$ 16 

SIGNIFICANT UNOBSERVABLE INPUTS 
(LEVEL 3) 

$ 

5,757 

Loan servicing rights 

Impaired loans 

FAIR VALUE MEASUREMENTS AT DECEMBER 31, 2008 USING: 

SIGNIFICANT OTHER OBSERVABLE INPUTS 
(LEVEL 2) 

$ 52 

SIGNIFICANT UNOBSERVABLE INPUTS 
(LEVEL 3) 

$ 

1,743 

The foUowing represent impairment charges recognized during 2009: 

Impaired loan servicing rights, which are carried at fair value, were carried at $ l6, which was made up of the amortized 
cost of $20, net of a valuation allowance of $4 atDecember 31,2009. Impaired loan servicing rights were carried at their 
fair value of $52, which was made up of the amortized cost of $60, net of a valuation allowance of $8 at December 31, 
2008. Decreases in the valuation aUowance were $4 and $3 Ui 2009 and 2008. 

Impaired loans, which are measured for impairment using the fair value of the collateral for coUateral dependent loans, 
had a carrying amount of $8,790, with a valuation aUowance of $2,033 at December 31,2009, resulting in an additional 
provision for loan losses of $1,519 for the year ended December 31,2009. Impaired loans had a carrying amount of 
$2,257, with a valuation aUowance of $514 at December 31,2008, resulting in an additional provision for loan losses 
of $514 for the year ended December 31,2008. 
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NOTE 4 - FAIR VALUE (CONTINUED) 

Fa i r Value of Financial Instruments 

Carrying amount and estimated fair values of financial instruments at year-end were as foUows: 

Financial assets 

Cash and cash equivalents 

Securities available for sale 

Loans held for sale 

Loans, net 

FHLB stock 

Accrued interest receivable 

Yield maintenance provisions (embedded derivatives) 

Financial liabilities 

Deposits 

FHLB advances 

Subordinated debentures 

Accrued interest payable 

Interest-rate swaps 

2009 

CARRYING 
AMOUNT 

$ 2,973 

21,241 

1,775 

231,105 

1,942 

984 

480 

$ (211,088) 

(32,007) 

(5,155) 

(160) 

(480) 

FAIR 
VALUE 

$ 2,973 

21,241 

1,804 

232,595 

n/a 

984 

480 

$ (212,306) 

(32,443) 

n/a 

(160) 

(480) 

2008 

CARRYING 
AMOUNT 

$ 4,177 

23,550 

284 

233,922 

2,109 

1,100 

929 

$ (207,647) 

(29,050) 

(5,155) 

(301) 

(929) 

FAIR 
VALUE 

$ 4,177 

23,550 

287 

239,399 

n/a 

1,100 

929 

$ (210,052) 

(29,531) 

n/a 

(301) 

(929) 

The methods and assumptions used to estimate fair value are described as foUows. 

Carrying amount is the estimated fair value for cash and cash equivalents, short-term borrowings, accrued interest receivable 
and payable, demand deposits, short-term debt, and variable rate loans or deposits that reprice frequently and fully. The 
methods for determining the fair values for securities were described previously. Fair value of loans held for sale is based 
on binding quotes from third party investors. For fixed rate loans or deposits and for variable rate loans with infrequent 
repricing or repricing limits, fair value is based on discounted cash flows using current market rates applied to the 
estimated life and credit risk. Fair value of FHLB advances are based on current rates for similar flnancing. It was not 
practicable to determine the fair value of subordinated debentures because there is no active market for this debt. It 
was not practicable to determine the fair value of FHLB stock due to restrictions placed on its transferability. The method 
for determining the fair values for derivatives (interest-rate swaps and yield maintenance provisions) was described 
previously. The fair value of off-balance-sheet items is not considered material. 
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NOTE 5 - LOAN SERVICING 

Mortgage loans serviced for others are not reported as assets. The principal balances of these loans at year-end were as 
foUows: 

Mortgage loans serviced for Freddie Mac 

2009 

$ 19,280 

2008 

$ 22,120 

Custodial escrow balances maintained in connection with serviced loans were $272 and $322 at year-end 2009 and 2008. 

Activity for mortgage servicing rights and the related valuation aUowance follows: 

Servicing rights, net of valuation allowance: 

Beginning of year 

Additions 

Amortized to expense 

Change in valuation allowance 

End of year 

Valuation allowance: 

Beginning of year 

Additions expensed 

Reductions credited to operations 

End of year 

2009 

$ 112 

5 

(33) 

4 

$ 88 

$ 8 

-

(4) 

$ 4 

2008 

$ 157 

-
(42) 

(3) 

$ 112 

$ 5 

3 

-

$ 8 

2007 

$ 201 

-

(46) 

2 

$ 157 

$ 7 

-

(2) 

$ 5 

The fair value of capitalized mortgage servicing rights was $ 131 and $ 137 at year-end 2009 and 2008. Fau- value at year-end 
2009 was determined using a 9% discount rate and prepayment speeds ranging from 170% to 379% depending on the 
stratiflcation of the specific right. Fair value at year-end 2008 was determined using a 9% discount rate and prepayment 
speeds ranging from 187% to 660%, depending on the stratiflcation of the speciflc right. 

The weighted average amortization period is 3 8 years. 
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NOTE 6 - PREMISES AND EQUIPMENT 

Year-end premises and equipment were as follows: 

Land and land improvements 

Buildings 

Furniture, fixtures and equipment 

Leasehold improvements 

Less: accumulated depreciation 

2009 

$ 2,381 

5,367 

3,031 

417 

11,196 

(4,193) 

$ 7,003 

2008 

$ 1,995 

3,551 

3,024 

434 

9,004 

(3,758) 

$ 5,246 

The Company leases certain offlce properties. Rent expense was $212, $239, and $365 for 2009,2008 and 2007. 

The Company was a one-third owner of Smith Ghent LLC, an Ohio limited liability company that owns and manages the 
office buUding at 2923 Smith Road, Fairlawn, Ohio 44333, where the Company's headquarters and CFBank's Fairlawn 
office are located. In October 2009, the Company purchased the remaining two-thirds interest, making Smith Ghent LLC 
a whoUy owned subsidiary of the Company. The Company entered into a 10 year lease with Smith Ghent LLC in March 
2004 that provided for monthly payments of $ 11, increasing 2% armually for the life of the lease through March 2014. 
During 2008, the lease was amended for additional offlce space and provided for additional monthly payments of $3 
through June 30,2009, at which time the monthly payment continued on a month-to-month basis. Since the purchase 
ofthe remaining two-thirds interest in Smith Ghent LLC, both rent expense paid by CFBank and rental income to Smith 
Ghent LLC are eliminated in consolidation. Total rent expense under this operating lease, as amended, and common area 
maintenance costs, was $212, $239, and $187 in 2009,2008 and 2007. 

Reserve Mortgage Services, Inc. (Reserve) was acquired by the Company in 2004. The former President of Reserve was a 
100% owner of a company that owned and managed the offlce buUding at 1730 Akron-Peninsula Road,Akron, Ohio where 
CFBank's mortgage services offlce was located. Lease agreements were for 5 year terms expiring at various times from 
May 2007 through December 2009, and caUed for monthly rental payments of $7, increasing 3% armuaUy for the Uves 
of the respective leases. In 2007, CFBank's mortgage services operations were moved to the Fairlawn office and a $ 100 
lease termination expense was paid in settlement ofthe remaining future lease obligations. Total rent expense was $148, 
including the $100 lease termination expense in 2007. 

NOTE 7 - DEPOSITS 

Time deposits of $100 or more were $52,555 and $45,560 at year-end 2009 and 2008. 

Scheduled maturities of time deposits for the next flve years were as follows: 

2010 

2011 

2012 

2013 

2014 

Thereafter 

Total 

$ 93,514 

14,736 

2,358 

837 

479 

499 

$ 112,433 

Time deposits mcluded $45,861 and $67,238 in brokered deposits at year-end 2009 and 2008. 
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NOTE 8 - FEDERAL HOME LOAN BANK ADVANCES 

At year end, long-term advances from the FHLB were as foUows: 

Fixed-rate advances 

Maturing February 2009 

Maturing June 2009 

Maturing September 2009 

Maturing October 2009 

Maturing January 2010 

Maturing March 2010 

Maturing March 2011 

Maturing April 2011 

Maturing July 2011 

Maturing April 2012 

Maturing June 2012 

Maturing January 2014 

Maturing May 2014 

Total 

Rate 

5.18% 

5.60% 

2.48% 

4.45% 

3.19% 

4.96% 

1.90% 

2.88% 

3.85% 

2.30% 

2.05% 

3.12% 

3.05% 

2009 

$ 
-
-
-

5,000 

1,000 

2,200 

3,000 

3,000 

5,000 

742 

5,000 

5,000 

$29,942 

2008 

$ 2,200 

5,000 

3,000 

1,000 

5,000 

1,000 

-

3,000 

3,000 

-

-

-

-

$23,200 

Each advance is payable at its maturity date, with a prepayment penalty for flxed rate advances. 

The advances were coUateralized as follovvs: 

First mortgage loans under a blanket lien arrangement 

Second mortgages 

Multi-family mortgage loans 

Home equity lines of credit 

Commercial real estate loans 

Securities 

Total 

2009 

$ 25,053 

938 

12,703 

13,331 

52,313 

11,045 

$125,383 

2008 

$ 25,285 

462 

17,421 

19,271 

61,818 

13,508 

$138,755 

Based on this collateral and CFBank's holdings of FHLB stock, CFBank is eligible to borrow up to a total of $39,727 at year-
end 2009. CFBank's borrowing capacity decreased from $62,364 at December 31,2008 primarily due to deterioration in 
the credit performance of CFBank's loan portfoUo, which resulted in an increase in coUateral maintenance requirements 
by the FHLB. 

Payments over the next flve years are as follows: 

2010 

2011 

2012 

2014 

Total 

$ 8,065 

8,200 

5,742 

10,000 

$ 32,007 
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NOTE 9 - OTHER BORROWINGS 

CFBank has lines of credit with two commercial banks totaUng $8.0 miUion. At year-end 2009 and 2008, there was no 
outstanding balance on these lines of credit. Interest on these lines accrue daily and is variable based on the federal funds 
rate, and the prime rate as pubUshed in the WaU Street Journal. 

Commercial bank lines of credit 

Average daily balance during the year 

Average interest rate during the year 

Maximum month-end balance during the year 

Weighted average interest rate at year-end 

2009 

tA
 

1.57% 

$ -

2.00% 

2008 

$ 2 

2.71% 

$ -

2.00% 

2007 

$ 4 

5.57% 

$ 373 

4.88% 

At year-end 2009, CFBank had borrowing capacity with the Federal Reserve Bank totaling $12,129, and there was no 
outstanding balance. Commercial loans, totaling $18,407, and commercial real estate loans, totaling $254, were pledged 
as coUateral with the Federal Reserve Bank at year-end 2009. 

NOTE 10 - SUBORDINATED DEBENTURES 

In December 2003, Central Federal Capital Trust I, a trust 
formed by the Company, closed a pooled private offering 
of 5,000 trust preferred securities with a liquidation 
amount of $1 per security. The Company issued $5,155 
of subordinated debentures to the trust in exchange for 
ownership of all of the common security of the trust and 
the proceeds of the preferred securities sold by the trust. 
The Company is not considered the primary beneflciary 
of this trust (variable interest entity), therefore the trust is 
not consoUdated in the Company's flnancial statements, but 
rather the subordinated debentures are shown as a Uability. 
The Company's investment in the common stock of the 
trust was $155 and is included in other assets. 

The Company may redeem the subordinated debentures, 
in whole or in part, in a principal amount with integral 

multiples of $1, on or after December 30,2008 at 100% 
of the principal amount, plus accrued and unpaid interest. 
The subordinated debentures mature on December 30, 
2033. The subordinated debentures are also redeemable in 
whole or in part from time to time, upon the occurrence 
of speciflc events deflned within the trust indenture. The 
Company has the option to defer interest payments on the 
subordinated debentures from time to time for a period 
not to exceed flve consecutive years. There are no required 
principal payments on the subordinated debentures over 
the next flve years. 

The trust preferred securities and subordinated debentures 
have a variable rate of interest, reset quarterly, equal to the 
three-month London Interbank Offered Rate plus 2.85%. 
The total rate in effect was 3.10% at year-end 2009 and 
4.32% at year-end 2008.. 
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NOTE 11 - BENEFIT PLANS 

MuUi-employer pension plan: The Company participates 
in a multi-employer contributory trusteed pension plan. 
The retirement beneflts to be provided by the plan were 
frozen as of June 30,2003 and future employee participation 
in the plan was stopped. The plan was maintained for aU 
eligible employees and the beneflts were funded as accrued. 
The cost of funding was charged directly to operations. 
The unfunded liability at June 30,2009 totaled $232 and at 
June 30,2008 was $365. The Company's contribution for 
the plan years ending June 30,2010, June 30,2009 and June 
30,2008, totaled $120, $204 and $124. 

401 Ck) Plan: A 401(k) plan aUows employee contributions 
up to the maximum amount allowable under federal tax 
regulations, which are matched in an amount equal to 25% 
of the first 8% of the compensation contributed. Expense 
for 2009,2008 and 2007 was $40, $38 and $41. 

Salaty Continuation Agreement: In 2004, CFBank initi­
ated a nonqualified salary continuation agreement for the 
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former Chairman Emeritus. Benefits provided under the 
plan are unfunded, and payments are made by CFBank. 
Under the plan, CFBank pays him, or his beneficiary, a 
benefit of $25 armually for 20 years, beginning 6 months 
after his retirement date, which was February 28,2008. 
The expense related to this plan totaled $17, $24 and $92 
in 2009,2008 and 2007. The accrual is included in accrued 
interest payable and other liabilities in the consolidated 
balance sheets and totaled $267 at year-end 2009 and $275 
at year-end 2008. 

Life Insurance Benefits: CFBank entered into agreements 
with certain employees, former employees and directors 
to provide life insurance benefits which are funded 
through Ufe insurance poUcies purchased and owned by 
CFBank. The expense related to these benefits totaled 
$6, $16 and $22 in 2009,2008 and 2007. The accrual for 
CFBank's obligation under these agreements is included in 
accrued interest payable and other liabUities in the consoli­
dated balance sheets and totaled $172 at year-end 2009 and 
$166 at year-end 2008. 



NOTE 12 - INCOME TAXES 

Income tax expense (benefit) was as foUows: 

Current federal 

Deferred federal 

Total 

2009 

$ (201) 

1,778 

$ 1,577 

2008 

$ (53) 

314 

$ 261 

2007 

$ (2) 

(51) 

$ (53) 

Effective tax rates differ from federal statutory rate of 34% appUed to income floss) before income taxes due to the foUowing: 

Federal statutory rate times financial statement income (loss) 

Effect of: 

Bank owned life insurance income 

Increase in deferred tax valuation allowance 

Other 

Effective tax rate 

2009 

$ (2,827) 

(43) 

4,312 

135 

$ 1,577 

(19.0%) 

2008 

$ 335 

(42) 

-
(32) 

$ 251 

26.5% 

2007 

$ (27) 

(42) 

-
6 

$ (53) 

78.8% 

Year-end deferred tax assets and liabilities were due to the foUowing: 

Deferred tax assets: 

Allowance for loan losses 

Deferred loan fees 

Post-retirement death benefits 

Deferred compensation 

Other deferred income 

Tax mark-to-market adjustments on securities and 
loans held for sale 

Accrued stock awards 

Net operating loss 

Other 

Deferred tax liabilities: 

Depreciation 

FHLB stock dividend 

Mortgage servicing rights 

Prepaid expenses 

Unrealized gain on securities available for sale 

Other 

Deferred tax valuation allowance 

Net deferred tax asset 

2009 

$ 1,732 

94 

58 

91 

74 

312 

44 

2,615 

127 

5,147 

85 

355 

30 

53 

301 

-

4,312 

5,147 

$ 

2008 

$ 848 

40 

57 

93 

-

181 

65 

986 

72 

2,342 

51 

400 

38 

52 

180 

23 

-

744 

$ 1,598 

A valuation aUowance of $4,312 was recorded in 2009 to At year-end 2009, the Company had net operating loss 
reduce the carrying amount of the Company's net deferred carryforwards of approximately $7,692 which expire at 
tax asset to zero. various dates from 2024 to 2029. 
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MOTE 12 - INCOME TAXES (CONTINUED) 

Federal income tax laws provided additional bad debt 
deductions through 1987, totaling $2,250. Accounting 
standards do not require a deferred tax liability to be 
recorded on this amount, which otherwise would total 
$765 at year-end 2009. If CFBank were hquidated or 
otherwise ceases to be a bank or if tax laws were to 
change, this amount would be expensed. 

At December 31,2009 and 2008, the Company had no 
unrecogruzed tax benefits recorded. The Company does 
not expect the amount of unrecognized tax benefits to 
significantly change within the next twelve months. 

The Company is subject to U.S. federal income tax and is no 
longer subject to federal examination for years prior to 2006. 

NOTE 13 - RELATED PARTY TRANSACTIONS 

Loans to principal officers, directors and their affUiates during 2009 were as follows: 

Beginning balance 

Repayments 

Ending balance 

$ 2,787 

(485) 

$ 2,302 

Deposits from principal officers, directors, and their affiUates at year-end 2009 and 2008 were $1,346 and $1,255. 

NOTE 14 - STOCK-BASED COMPENSATION 

The Company has three stock-based compensation plans 
(the Plans) as described below. Total compensation cost 
that has been charged against income for the Plans was 
$81, $149, and $167 for 2009,2008 and 2007, respectively 
The total income tax benefit was $19, $44, and $52, respec­
tively. 

The Plans, which are stockholder-approved, provide for 
stock option grants and restricted stock awards to di­
rectors, officers and employees. The 1999 Stock-Based 
Incentive Plan, which expired July 13,2009, provided 
193,887 shares for stock option grants and 77,554 shares 
for restricted stock awards. The 2003 Equity Compensa­
tion Plan (2003 Plan) as amended and restated, provided 
an aggregate of 500,000 shares for stock option grants and 
restricted stock awards, ofwhich up to 150,000 shares 
could be awarded in the form of restricted stock a^vards. 
The 2009 Equity Compensation Plan, vvhich ^vas approved 
by stockholders on May 21,2009, replaced the 2003 Plan 
and provides 1,000,000 shares, plus any remaining shares 
available to grant or that are later forfeited or expire under 
the 2003 Plan, that may be issued as stock option grants, 
stock appreciation rights or restricted stock awards. 

Stock Options 

The Plans permit the grant of stock options to directors, 
officers and employees for up to 1,693,887 shares of com­
mon stock. Option awards are granted with an exercise 
price equal to the market price of the Company's common 
stock on the date of grant, generally have vesting periods 
ranging from one to five years, and are exercisable for ten 
years from the date of grant. 

The fair value of each option award is estimated on the 
date of grant using a closed form option valuation (Black-
Scholes) model that uses the assumptions noted in the 
table below. Expected volatUities are based on historical 
volatilities of the Company's common stock. The Com­
pany uses historical data to estimate option exercise and 
post-vesting termination behavior. Employee and manage­
ment options are tracked separately. The expected term of 
options granted is based on historical data and represents 
the period of time that options granted are expected to be 
outstanding, which takes into account that the options are 
not transferable. The risk-free interest rate for the expected 
term of the option is based on the U.S. Treasury yield curve 
in effect at the time of the grant. 

The fair value of options granted was determined using the following weighted-average assumptions as of grant date. 

Risk-free interest rate 

Expected term (years) 

Expected stock price volatility 

Dividend yield 

2009 

1.54% 

7 

27% 

3.63% 

2008 

2.54% 

6 

24% 

5.82% 

2007 

4.61% 

5 

22% 

4.56% 
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NOTE 14 - STOCK-BASED COMPENSATION (CONTINUED) 

A summary of stock option activity in the Plans for 2009 foUows: 

Outstanding at beginning of year 

Granted 

Exercised 

Forfeited or expired 

Outstanding at end of year 

Exercisable at end of year 

SHARES 

415,377 

800 

(105,816) 

310,361 

217,906 

WEIGHTED 
AVERAGE EXERCISE 

PRICE 

$ 8.47 

2.75 

10.10 

$ 7.89 

$ 9.66 

WEIGHTED 
AVERAGE 

REMAINING 
CONTRACTUAL 
TERM (YEARS) 

6.4 

5.5 

INTRINSIC VALUE 

$ 

$ 

Information related to the stock option Plans during each year foUows. There were no stock options exercised in 2009, 
2008 or 2007. 

2009 2008 2007 

Weighted average fair value of options granted $ .49 .40 $ .99 

As ofDecember 31,2009,there was $14 oftotal unrecognized compensation cost related to nonvested stock options 
granted under the Plans. The cost is expected to be recognized over a weighted-average period of 1.2 years. SubstantiaUy 
aU ofthe 92,455 nonvested stock options at December 31,2009 are expected to vest. 

Restricted Stock Awards 

The Plans permit the grant of restricted stock awards to directors, officers and employees. Compensation is recognized 
over the vesting period of the awards based on the fair value of the stock at grant date. The fair value of the stock was de­
termined using the closing share price on the date of grant and shares have vesting periods rangUig from one to five years. 
There were 1,092,788 shares avaUable to be issued under the Plans at December 31,2009. There were no shares issued in 
2009,32,875 shares issued in 2008 and 18,250 shares issued in 2007. 

A summary of changes in the Company's nonvested restricted shares for the year foUows: 

NONVESTED SHARES 

Nonvested at January 1, 2009 

Granted 

Vested 

Forfeited 

Nonvested at December 31, 2009 

SHARES 

49,583 

(18,900) 

(1,950) 

28,733 

WEIGHTED AVERAGE 
GRANT-DATE FAIR VALUE 

$ 5.72 

6.04 

7.96 

$ 5.35 

As ofDecember 31,2009, there was $23 oftotal unrecognized compensation cost related to nonvested shares granted 
under the Plans. The cost is expected to be recognized over a weighted-average period of .9 years. The total fair value of 
shares vested during the years ended December 31,2009,2008 and 2007 was $56, $66 and $106, respectively 
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NOTE IS - PREFERRED STOCK 

On December 5,2008, in connection with the TARP Capital 
Purchase Program, estabUshed as part of the Emergency 
Economic StabUization Act of 2008, the Company issued 
to the U.S. Treasury 7,225 shares of Central Federal Cor­
poration Fixed Rate Cumulative Perpetual Preferred Stock, 
SeriesA (Preferred Stock) for $7,225. The Preferred Stock 
initiaUy pays quarterly dividends at a five percent annual 
rate, which increases to nine percent after February 14, 
2013, on a Uquidation preference of $1,000 per share. 

The Preferred Stock has preference over the Company's 
common stock with respect to the payment of dividends 
and distribution of the Company's assets in the event of a 
Uquidation or dissolution. Except in certain circumstances, 
the holders of Preferred Stock have no voting rights. If any 
quarterly dividend payable on the Preferred Stock is in ar­
rears for six or more quarterly dividend periods (whether 
consecutive or not), the holders wiU be entitled to vote for 
the election of two additional directors. These voting rights 
terminate when the Company has paid the dividends in fuU. 

As required under the TARP Capital Purchase Program in 
connection with the sale of the Preferred Stock to the U.S. 
Treasury, dividend payments on, and repurchases of, the 
Company's outstanding preferred and common stock are 
subject to certain restrictions. For as long as any Preferred 
Stock is outstanding, no dividends may be declared or paid 

on the Company's outstanding common stock untU aU 
accrued and unpaid dividends on Preferred Stock are fully 
paid. In addition, the U.S. Treasury's consent is required on 
any increase in quarterly dividends declared on shares of 
conimon stock in excess of $.05 per share before Decem­
ber 5,2011, the third anniversary of the issuance of the 
Preferred Stock, unless the Preferred Stock is redeemed 
by the Company or transferred in whole by the U.S. Trea­
sury. Further, the U.S. Treasury's consent is required for 
any repurchase of any equity securities or trust preferred 
securities, except for repurchases of Preferred Stock or 
repurchases of common shares in connection with beneflt 
plans consistent with past practice, before December 5, 
2011, the third anniversary of the issuance of the Preferred 
Stock, unless redeemed by the Company or transferred in 
whole by the U.S. Treasury. 

As a recipient of funding under the TARP Capital Purchase 
Program, the Company must comply with the executive 
compensation and corporate governance standards imposed 
by the American Recovery and Reinvestment Act of 2009 
for as long as the U.S. Treasury holds the above securities. 

FoUowing is information on preferred stock and the unearned discount on preferred stock at year-end 2009 and 2008. 
The unearned discount is being accreted over 5 years using the level-yield method. 

Series A Preferred Stock 

Unearned discount on preferred stock 

Total preferred stock 

2009 

$ 7,225 

(204) 

$ 7,021 

2008 

$ 7,225 

(235) 

$ 6,989 

NOTE 16 - COMMON STOCK WARRANT 

In connection with the issuance of the Preferred Stock, 
the Company also issued to the U.S. Treasury a warrant to 
purchase 336,568 shares ofthe Company's common stock 
at an exercise price of $3.22 per share, which would rep­
resent an aggregate investment, if exercised for cash, of ap­
proximately $1.1 million in Company common stock. The 
exercise price may be paid either by withholding a number 
of shares of common stock issuable upon exercise of the 

warrant equal to the value of the aggregate exercise price 
of the warrant, determined by reference to the market 
price of the Company's common stock on the trading day 
on which the warrant is exercised or, if agreed to by the 
Company and the warrant holder, by the payment of cash 
equal to the aggregate exercise price. The warrant may be 
exercised any time before December 5,2018. 
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NOTE 17 - REGULATORY CAPITAL MATTERS 

CFBank is subject to regulatory capital requirements ad­
ministered by federal banking agencies. Capital adequacy 
guidelines and, additionaUy for banks, prompt corrective 
action regulations, involve quantitative measures of assets, 
liabUities, and certain off-balance-sheet items calculated 
under regulatory accounting practices. Capital amounts 
and classifications are also subject to qualitative judgments 
by regulators. Failure to meet capital requirements can 
initiate regulatory action. Management believes as of 
December 31,2009, CFBank meets all capital adequacy 
requirements to which it is subject. 

Prompt corrective action regulations provide five classifica­
tions: weU capitalized, adequately capitaUzed, undercapitaL 
ized, significantly undercapitalized, and critically undercapi­
taUzed, although these terms are not used to represent 
overall financial condition. If adequately capitalized, 
regulatory approval is required to accept brokered deposits. 
If undercapitalized, capital distributions are limited, as is 
asset growth and expansion, and capital restoration plans 
are required. At year-end 2009 and 2008, the most recent 
regulatory notifications categorized CFBank as weU 
capitalized under the regulatory framework for prompt 
corrective action. There are no conditions or events since 
that notification that management believes have changed 
the institution's category. 

Actual and required capital amounts and ratios are presented below at year end. 

2009 

Total Capital to risk weighted assets 

Tier 1 (Core) Capital to risk 
weighted assets 

Tier 1 (Core) Capital to 
adjusted total assets 

Tangible Capital to 
adjusted total assets 

2008 

Total Capital to risk weighted assets 

Tier 1 (Core) Capital to risk 
weighted assets 

Tier 1 (Core) Capital to 
adjusted total assets 

Tangible Capital to 
adjusted total assets 

ACTUAL 

AMOUNT 

$ 25,978 

24,073 

24,073 

24,073 

$ 27,737 

25,158 

25,168 

25,168 

RATIO 

1 1.7% 

10.5% 

8.9% 

8.9% 

11.5% 

10.5% 

9.2% 

9.2% 

FOR CAPITAL 
ADEQUACY PURPOSES 

AMOUNT 

$ 18,417 

9,208 

10,850 

4,059 

$ 19,163 

9,582 

10,988 

4,120 

RATIO 

8.0% 

4.0% 

4.0% 

1.5% 

8.0% 

4.0% 

4.0% 

1.5% 

TO BE WELL CAPITAUZED 
UNDER PROMPT CORRECTIVE 

ACTION REGULATIONS 

AMOUNT 

$ 23,021 

13,813 

13,553 

N/A 

$ 23,954 

14,372 

13,735 

N/A 

RATIO 

10.0% 

5.0% 

5.0% 

N/A 

10.0% 

6.0% 

5.0% 

N/A 

The Qualified Thrift Lender test requires at least 65% of 
assets be maintained in housing-related finance and other 
specified areas. If this test is not met, Umits are placed on 
growth, branching, new investments, FHLB advances and 
dividends, or CFBank must convert to a commercial bank 
charter Management believes that this test is met. 

CFBank converted from a mutual to a stock institution 
in 1998, and a "Uquidation account" was established at 
$14,300, which was net worth reported in the conversion 
prospectus. The liquidation account represents a calculated 
amount for the purposes described below, and it does not 
represent actual funds included in the consoUdated financial 
statements of the Company. Eligible depositors who have 
maintained their accounts, less annual reductions to the 
extent they have reduced their deposits, would receive a 
distribution from this account if CFBank Uquidated. Dividends 

may not reduce CFBank's shareholder's equity below the 
required liquidation account balance. 

Dividend Restrictions: The Holding Company's prin­
cipal source of funds for dividend payments is dividends 
received from CFBank. Banking regulations Umit the 
amount of dividends that may be paid without prior ap­
proval of regulatory agencies. Under these regiUations, the 
amount of dividends that may be paid in any calendar year 
is limited to the current year's net profits, combined ^ t h 
the retained net profits of the preceding two years, subject 
to the capital requirements described above. During 2010, 
CFBank must have approval prior to any dividend pay­
ments. See Note 15 - Preferred Stock for a description of 
restrictions on the payment of dividends on the Company's 
common stock. 
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iOTE 18 - DERIVATIVE INSTRUMENTS 

CFBank utUizes interest-rate swaps as part of its asset li­
abiUty management strategy to help manage its interest 
rate risk position, and does not use derivatives for trading 
purposes. The notional amount of the interest-rate swaps 
does not represent amounts exchanged by the parties. The 
amount exchanged is determined by reference to the notional 
amount and the other terms of the individual interest-rate 
swap agreements. CFBank was party to interest-rate 
swaps with a combined notional amount of $7,987 at 
December 31,2009 and $4,544 at December 31,2008. 

The objective of the interest-rate swaps is to protect the 
related fixed rate commercial real estate loans from changes 
in fair value due to changes in interest rates. CFBank has 
a program whereby it lends to its borrowers at a fixed 
rate with the loan agreement containing a two-way yield 
maintenance provision, which wUl be invoked in the event 
of prepayment of the loan, and is expected to exactly offset 
the fair value of unwinding the swap. The yield mainte­
nance provision represents an embedded derivative which 
is bifurcated from the host loan contract and, as such, the 
swaps and embedded derivatives are not designated as 
hedges. Accordingly, both instruments are carried at fair 
value and changes in fair value are reported in current 
period earnings. CFBank currently does not have any 
derivatives designated as hedges. The fair value of the yield 

maintenance provisions and interest-rate swaps is recorded 
in other assets and other liabUities, respectively, in the 
consolidated balance sheet. Changes in the fair value of the 
yield maintenance provisions and interest-rate swaps are 
reported currently in earnings, as other noninterest income 
or other noninterest expense, in the consoUdated statements 
of operations. The cash flows on the yield maintenance 
provisions and interest-rate swaps are reflected in cash 
flows from operations. 

Contingent Features : The counterparty to CFBank's 
interest-rate swaps is exposed to credit risk ^vhenever the 
interest-rate swaps are in a liabiUty position. At year-end 
2009, CFBank has $1,010 in securities posted as collateral 
for these derivatives. Should the UabUity increase, CFBank 
will be required to post additional coUateral. AdditionaUy, 
CFBank's interest-rate swap instruments contain provisions 
that require CFBank to remain weU capitalized under 
regulatory capital standards. CFBank was well capitalized 
at December 31,2009. If CFBank's capital would faU below 
weU-capitalized levels, the counterparty to the interest-rate 
swap instruments could request immediate payment.The 
aggregate fair value of aU derivative instruments with credit-
risk-related contingent features that are in a UabiUtiy position 
on December 31,2009 totaled $480 and is reflected in 
other liabUities in the consolidated balance sheet. 

Summary information about the derivative instruments is as follows: 

Notional amount 

Weighted average pay rate on interest-rate swaps 

Weighted average receive rate on interest-rate swaps 

Weighted average maturity (years) 

Fair value of interest-rate swaps 

Fair value of yield maintenance provisions 

2009 

$ 7,987 

4.09% 

0.24% 

7.9 

$ (480) 

$ 480 

2008 

$ 4,544 

5.11% 

1.19% 

8.7 

$ (929) 

$ 929 

The foUowing tables set forth the fair value of derivative instruments at December 31,2009 and December 31,2008. 

Fair values of asset derivative instruments 

Derivatives not designated as hedging instruments 

Yield maintenance provisions (embedded derivatives) 

Total asset derivatives 

2009 

BALANCE SHEET 
LOCATION 

Other assets 

FAIR VALUE 

$ 480 

$ 480 

2008 

BALANCE SHEET 
LOCATION 

Other assets 

FAIR VALUE 

$ 929 

$ 929 
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NOTE 18 - DERIVATIVE INSTRUMENTS (CONTINUED) 

Fair values of liability derivative instruments 

Derivatives not designated as hedging instruments 

Interest-rate swaps 

Total liability derivatives 

2009 

BALANCE SHEET 
LOCATION 

Other liabilities 

FAIRVALUE 

$ 480 

$ 480 

2008 

BALANCE SHEET 
LOCATION 

Other liabilities 

FAIR VALUE 

$ 929 

$ 929 

The following table sets forth the gain (loss) recognized in income for years ended December 31,2009 and 2008. 

Derivatives not designated as hedging instruments 

Yield maintenance provisions (embedded derivatives) 

Interest-rate swaps 

Total 

LOCATION OF GAIN (LOSS) 
RECOGNIZED IN INCOME ON 

DERIVATIVES 

Other noninterest income 

Other noninterest income 

2009 

$ (449) 

449 

$ 

2008 

$ 772 

(772) 

$ -

IOTE 19 - LOAN COMMITMENTS AND OTHER RELATED ACTIVIT IES 

Some flnancial instruments, such as loan commitments, 
credit lines, letters of credit and overdraft protection, 
are issued to meet customer flnancing needs. These are 
agreements to provide credit or to support the credit of 
others, as long as conditions established in the contract are 
met, and usually have expiration dates. Commitments may 

expire without being used. Off-balance-sheet risk to credit 
loss exists up to the face amount of these instruments, 
although material losses are not anticipated. The same 
credit poUcies are used to make such commitments as 
are used for loans, includuig obtaining coUateral at exercise 
of the commitment. 

The contractual amounts of fimancial instruments with off-balance-sheet risk at year end were as follows. 

Commitments to make loans 

Unused lines of credit 

Standby letters of credit 

2009 

FIXED RATE 

$ 4,727 

75 

128 

VARIABLE RATE 

$ 3,583 

32,735 

-

2008 

FIXED RATE 

$ 3,003 

76 

68 

VARIABLE RATE 

$ 2,110 

23,939 

-

Commitments to make loans are generally made for periods of 60 days or less, except for construction loan commitments, 
which are typically for a period of one year, and loans under a speciflc drawdown schedule, which are based on the indi­
vidual contracts. The flxed rate loan commitments had interest rates ranging from 4.00% to 7.75% and maturities ranging 
from 2 months to 30 years at December 31,2009. The flxed rate loan commitments had interest rates ranging from 3.20% 
to 8.25% and maturities ranging from 12 months to 30 years at December 31,2008. 
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N O T E 2 0 - P A R E N T C O M P A N Y O N L Y C O N D E N S E D F I N A N C I A L I N F O R M A T I O I 

Condensed flnancial information of Central Federal Corporation follows: 

CONDENSED BALANCE SHEETS 

(DOLLARS IN THOUSANDS) DECEMBER 31, 

2009 2008 

Assets 

Cash and cash equivalents 

Investment in banking subsidiary 

Investment in and advances to other subsidiaries 

Other assets 

. 1,807 

24,786 

1,863 

2 

I 10,355 

26,272 

1,004 

873 

Total assets $ 28,458 $38,514 

Liabilities and Equity 

Subordinated debentures 

Accrued expenses and other liabilities 

Stockholders' equity 

Total liabilities and stockholders' equity 

• 5,155 

75 

23,227 

, 5,155 

284 

33,075 

$ 28,458 $38,514 

CONDENSED STATEMENTS OF OPERATIONS 

(DOLLARS IN THOUSANDS) 

Interest income 

Other income 

Interest expense 

Other expense 

Loss before income tax and 
undistributed subsidiaries' operations 

Income tax (expense) benefit 

Effect of subsidiaries' operations 

Net income (loss) 

2009 

$ 20 

208 

195 

425 

(393) 

(346) 

(9,152) 

$(9,891) 

YEARS ENDED DECEMBER 31, 

2008 

$ -

-
334 

366 

(700) 

251 

1,162 

$ 723 

2007 

$ -

-
426 

328 

(754) 

247 

490 

$ (17) 
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NOTE 20 - PARENT COMPANY ONLY CONDENSED FINANCIAL INFORMATIOH (CONTINUED) 

CONDENSED STATEMENTS OF CASH FLOWS 

(DOLLARS IN THOUSANDS) YEARS ENDED DECEMBER 31, 

Cash flows from operating activities 

Net income (loss) 

Adjustments: 

Effect of subsidiaries' operations 

Net gain on acquisition 

Stock-based compensation expense 

Change in other assets and other liabilities 

Net cash from operating activities 

Cash flows from investing activities 

Investments in banking subsidiary 

Investments in other subsidiaries 

Net cash from investing activities 

Cash flows from financing activities 

Proceeds from issuance of preferred stock 
and common stock warrant 

Costs associated with issuance of preferred stock 

Purchase of treasury stock 

Dividends paid 

Net cash from financing activities 

Net change in cash and cash equivalents 

Beginning cash and cash equivalents 

Ending cash and cash equivalents 

2009 

$ (9,891) 

9,152 

(208) 

2 

848 

(97) 

(7,225) 

(577) 

(7,902) 

-

(13) 

-
(546) 

(559) 

(8,558) 

10,355 

$ 1,807 

2008 

$ 723 

(1,152) 

-
-

(20) 

(459) 

-
(12) 

(12) 

7,203 

-
(1,532) 

(850) 

4,711 

4,240 

6,125 

$ 10,355 

2007 

$ (17) 

(490) 

-

-
91 

(416) 

-
(525) 

(525) 

-

-
(830) 

(1,402) 

(2,232) 

(3,173) 

9,298 

$6,125 

CENTRAL FEDERAL CORPORATION 2009 ANNUAL REPORT 57 



N O T E 2 1 - E A R N I N G S ( L O S S ) P E R C O M M O N S H A R E 

The factors used in the earnings floss) per common share computation foUow. 

(DOLLARS IN THOUSANDS EXCEPT PER SHARE DATA) 

Basic 

Net income (loss) 

Less: Preferred dividends and accretion of discount 
on preferred stock 

Less: Net (income) loss allocated to unvested 
share-based payment awards 

Net income (loss) allocated to common stockholders 

Weighted average common shares outstanding 

Basic earnings (loss) per common share 

Diluted 

Net income (loss) allocated to common stockholders 

Weighted average common shares outstanding for 
basic earnings (loss) per common share 

Add: Dilutive effects of assumed exercises of 
stock options 

Add: Dilutive effects of assumed exercise of 
stock warrant 

Average shares and dilutive potential common shares 

Diluted income (loss) per common share 

2009 

$ (9,891) 

(407) 

27 

$ (10,271) 

4,088,904 

$ (2.51) 

$ (10,271) 

4,088,904 

-

-
4,088,904 

$ (2.51) 

2008 

$ 723 

(29) 

(4) 

$ 690 

4,200,504 

$ 0.15 

$ 690 

4,200,504 

1,185 

381 

4,202,070 

$ 0.16 

2007 

$ (17) 

-

-
$ (17) 

4,457,750 

$ 

$ (17) 

4,467,750 

-

-
4,467,750 

$ 

The foUowing potential average common shares were anti-dilutive and not considered in computing diluted earnings 
(loss) per common share because, with respect to the years ended December 31,2009 and 2007, the Company had a loss 
from continuing operations and, with respect to the year ended December 31,2008, the exercise price of the options was 
greater than the average stock price for the period. 

2009 2008 2007 

Stock options 

Stock warrant 

310,361 

336,568 

322,258 292,730 
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NOTE 22 - OTHER COMPREHENSIVE INCOME 

Other comprehensive income components and related tax effects were as foUows: 

Unrealized holding gains on securities available for saie 

Reclassification adjustment for gains realized in income 

Net unrealized gains 

Tax effect 

Net of tax amount 

2009 

$ 354 

354 

$ 354 

2008 

$ 300 

(54) 

245 

(83) 

$ 163 

2007 

$ 322 

322 

(110) 

$ 212 

The following is a summary of the accumulated other comprehensive income balances, net of tax: 

BALANCE AT 
DECEMBER 31, 2008 

CURRENT PERIOD CHANGE 
BALANCE AT 

DECEMBER 31, 2009 

Unrealized gains (losses) on securities available for sale $ 350 $ 354 $ 704 

NOTE 23 - SEGMENT INFORMATION 

From 2005 through 2007, internal flnancial information 
was primarily reported and aggregated in two Unes of business, 
banking and mortgage banking. Begiiming in 2008, mortgage 
banking activities were considered to be part of banking 
activities due to the level of mortgage banking activities' 
contribution to the Company's overaU performance. 

The reportable segments for 2007 were determined by 
the products and services offered, primarUy distinguished 
between banking and mortgage banking operations. 
Commercial and consumer loans, securities, deposits 
and servicing fees provided the revenues in the banking 
operation, and single-famUy residential mortgage loan sales 

provided the revenues in mortgage banking. All operations 
are domestic. 

The accounting poUcies for segments were the same as 
those described in the summary of signiflcant accounting 
policies. Segment performance was evaluated using net 
income. Income taxes Were aUocated and transactions 
among segments were made at fair value. Parent and Other 
included activities that were not directly attributed to the 
reportable segments, and was comprised of the Parent 
Company and elimination entries between aU segments. In­
formation reported internaUy for performance assessment 
follows: 

BANKING MORTGAGE BANKING PARENT AND OTHER CONSOLIDATED TOTAL 

2007 

Net interest income (expense) 

Provision for loan losses 

Net gain (loss) on sales of loans 

Other revenue 

Depreciation and amortization 

Other expense 

8,093 

(539) 

(79) 

473 

(604) 

(5,965) 

$ 61 

-
312 

-

(15) 

(1,084) 

(426) 

22 

(329) 

7,728 

(539) 

233 

495 

(619) 

(7,378) 

Income (loss) before income tax 

Income tax expense (benefit) 

Net income (loss) 

December 31, 2007 

Segment assets 

1,379 

432 

$ 947 

$ 276,947 

$ 

$ 

(726) 

(246) 

(480) 

737 

$ 

$ 

(733) 

(249) 

(484) 

1,898 

(80) 

(63) 

$ (17) 

$ 279,582 
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NOTE 24 - ARBITRATION LOSS 

The former President of Reserve filed for arbitration against 
CFBank for breach of his employment agreement and in 
September 2007 was awarded $662 plus 5,000 options to 
purchase Company stock. CFBank paid the award and the 
Company granted the options. CFBank was reimbursed by 

its insurance provider for $36 in legal fees that were part 
ofthe award. The arbitration loss of $641 (net ofthe insur­
ance proceeds), which included $15 in payroll taxes related 
to the award, was included in salaries and employee ben­
eflts expense in the consolidated statement of operations. 

NOTE 25 - LOSS CONTINGENCY 

CFBank investigated unusual return item activity involving 
deposit accounts for a third party payment processor from 
December 2008 through June 2009. The investigation is 
complete and the matter was resolved. No losses were 
incurred. 
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Officer 
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Senior Credit Officer 
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Amato Law Office 

Vicki M. Holden 
Executive Director 
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President 
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C F B A M K OFFBCE L O C A T I O M S 

CALCUTTA, OHIO 

49028 Foulks Drive 
Calcutta, Ohio 43920 
330-385-4323 

FAIRLAWN, OHIO 

2923 Smith Road 
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330-532-1517 
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C O R P O R A T E D A T A 

ANNUAL REPORT 

A copy of theAnnual Report on Form IO-K flled with the 
Securities and Exchange Commission wUI be available 
March 29,2010 without charge upon written request to: 

Therese A. Liutkus, CPA 
Treasurer and Chief Financial Offlcer 
Central Federal Corporation 
2923 Smith Road 
Fairlawn, Ohio 44333 

Phone:330-576-1209 
Fax:330-576-1339 
EmaU: TerriLiutkus@cfbankmaU.com 

ANNUAL MEETING 

TheAnnual Meeting of Stockholders of Central Federal 
Corporation wUl be held at 10 a.m. on Thursday, May 20,2010 
at the Fairlawn Country Club, 200 North "Wheaton Road, 
Fairlawn, Ohio. 

STOCKHOLDER SERVICES 

Registrar and Transfer Company serves as transfer agent 
for Central Federal Corporation shares. Communications 
regarding change of address, transfer of shares or lost 
certiflcates should be sent to: 

Registrar & Transfer Company 
10 Commerce Drive 
Cranford, New Jersey 07016 
Phone: 800-368-5948 
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