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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
(Mark one)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2009
or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number 0-25045
CENTRAL FEDERAL CORPORATION
(Exact name of registrant as specified in its charter)

Delaware 34-1877137
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)

2923 Smith Road, Fairlawn, Ohio 44333
(Address of principal executive offices) (Zip Code)
(330) 666-7979
(Registrant s telephone number, including area code)
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes o No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.

Large accelerated filer o Accelerated filer o Non-accelerated filer o Smaller reporting
company p
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop

As of October 31, 2009, there were 4,100,337 shares of the registrant s Common Stock outstanding.
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CENTRAL FEDERAL CORPORATION
PART I. Financial Information
Item 1. Financial Statements
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands except per share data)

Loans, net of allowance of $4,619 and $3,119
Federal Home Loan Bank stock

Loan servicing rights
Premises and equipment, net
Bank owned life insurance
Deferred tax asset

Accrued interest receivable and other assets

LIABILITIES AND STOCKHOLDERS EQUITY

Deposits

Noninterest bearing
Interest bearing

Total deposits

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 par value; $7,225 aggregate liquidation value,

1,000,000 shares authorized;
7,225 shares issued

Common stock, $.01 par value; shares authorized;
12,000,000 in 2009 and 6,000,000 in 2008, shares issued;
4,658,870 in 2009 and 4,660,070 in 2008

Common stock warrants
Additional paid-in capital

Retained earnings (accumulated deficit)
Accumulated other comprehensive income
Treasury stock, at cost, 558,533 shares

Table of Contents

September 30,
2009
(unaudited)

$ 9,400
22,824

943

233,938

1,942

91

4,926

3,989

2,373

$ 280,426

$ 16,458
199,439

215,897
30,942
111
2,919
5,155

255,024

7,010

47

217

27,502
(6,738)

609
(3,245)

December 31,
2008

$ 4,177
23,550

284

233,922
2,109

112

5,246

3,892

1,598

2,891

$ 277,781

$ 14,557
193,090

207,647
29,050
167
2,687
5,155

244,706

6,989

47

217

27,455

1,262

350
(3,245)

5
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Total stockholders equity 25,402 33,075
$ 280,426 $ 277,781

See accompanying notes to consolidated financial statements.
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CENTRAL FEDERAL CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollars in thousands except per share data)
(Unaudited)

Interest and dividend income

Loans, including fees

Securities

Federal Home Loan Bank stock dividends
Federal funds sold and other

Interest expense

Deposits

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 gain on sales of securities
Earnings on bank owned life insurance
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

Table of Contents

$

Three months ended

September 30,

2009 2008
3,239 $ 3,815
278 324
26 28
9 1
3,552 4,168
1,125 1,475
249 346
46 74
1,420 1,895
2,132 2,273
4,776 183
(2,644) 2,090
97 91
170 33
8 9
10
33 31
5 2
313 176
1,133 991
128 105
142 127
86 73
152 160
29 34
21 32
12 12

Nine months ended

September 30,

2009 2008
$ 9,962 $ 11,524
863 1,017
73 81
28 5
10,926 12,627
3,706 4,700
800 1,144
155 247
4,661 6,091
6,265 6,536
6,683 667
(418) 5,869
258 260
501 130
26 27
54
97 94
18 19
900 584
3,276 3,036
412 323
436 404
264 239
594 325
80 102
133 127
26 39
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Telephone 26 23 78 67

Loan expenses 13 6 31 14

Foreclosed assets, net (D) (18) ) (10)

Depreciation 114 167 350 518

FDIC Premiums 111 36 447 49

Other 93 116 295 343
2,059 1,864 6,421 5,576

Income (loss) before income taxes (4,390) 402 (5,939) 877

Income tax expense 2,298 117 1,757 244

Net income (loss) (6,688) 285 (7,696) $ 633

Preferred stock dividends and accretion of

discount on preferred stock (102) (305)

Net income (loss) available to common

shareholders $ (6,790) $ 285 $ (8,001) $ 633

Earnings (loss) per common share:

Basic $ (1.66) $ 0.07 $ (195 % 0.15

Diluted $ (1.66) $ 0.07 $ (195 % 0.15

See accompanying notes to consolidated financial statements.
Table of Contents 8
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CENTRAL FEDERAL CORPORATION

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

Balance at January 1, 2009

Comprehensive loss:
Net loss
Other comprehensive income

Total comprehensive loss

Preferred stock offering costs
Accretion of discount on
preferred stock

Release of 9,709 stock based
incentive plan shares
Forfeiture of 1,200 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
Preferred stock dividends

Balance at September 30,
2009

(Dollars in thousands except per share data)
(Unaudited)

Retained Accumulated
Common Additional Earnings Other Total

PreferredCommon Stock  Paid-In (Accumulatétbmprehensivdreasury Stockholders
Stock  Stock Warrants Capital Deficit) Income Stock Equity

$ 6980 $ 47 § 217 §$ 27455 § 1262 § 350 $(3,245) $ 33,075

(7,696) (7,696)
259 259

(7,437)
(13) (13)
34 (34)

43 43

(20) (20)
23 23
(271) (271)

$ 7010 $ 47 § 217 $ 27,502 § (6,738) $ 609 $ (3,245) $§ 25,402

See accompanying notes to consolidated financial statements.
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CENTRAL FEDERAL CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Dollars in thousands)
(Unaudited)

Three months ended Nine months ended

September 30, September 30,
2009 2008 2009 2008

Net income (loss) $ (6,688 $ 285 $ (7,696) $ 633
Change in net unrealized gain on securities available for sale 164 149 393 77
Less: Reclassification adjustment for gains later recognized in

net income (10) 54
Net unrealized gain 164 139 393 23
Tax effect (56) (47) (134) (7
Other comprehensive income 108 92 259 16
Comprehensive income (loss) $ (6,580) $ 377 $ (7,437) $ 649

See accompanying notes to consolidated financial statements.
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CENTRAL FEDERAL CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)

(Unaudited)

Cash flows 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
Purchase of FHLB stock

Additions to premises and equipment
Proceeds from the sale of premises and equipment
Proceeds from the sale of foreclosed assets

Net cash from investing activities

Cash flows from financing activities

Net change in deposits

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

Repayments on 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

Costs associated with issuance of preferred stock

Repurchase of common stock

Net cash from financing activities
Net change in cash and cash equivalents

Beginning cash and cash equivalents

Ending cash and cash equivalents

Supplemental cash flow information:
Interest paid

Table of Contents

Nine months ended

September 30,
2009 2008
955) % 1,022
2,064
4,872 8,087
(3,698) (6,917)
(2,518) (2,038)
(2,231)
167
(65)
30) (105)
1 1
28 231
(3,409) 1,258
8,220 15,039
(5,850) (23,250)
17,942 14,000
(10,200) (2,000)
(56) (75)
(205) (655)
(251)
(13)
(1,632)
9,587 1,427
5,223 3,707
4,177 3,894
9,400 $ 7,601
4,691 $ 5,423
11
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Income taxes paid 42
Supplemental noncash disclosures:
Transfers from loans to repossessed assets $ 174 123
Loans issued to finance the sale of repossessed assets 162
Loans transferred from held for sale to portfolio 1,852

See accompanying notes to consolidated financial statements.
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation:
The consolidated financial statements include Central Federal Corporation and its wholly owned subsidiaries, CFBank
and Ghent Road, Inc. (together referred to as the Company). The accompanying unaudited interim consolidated
financial statements have been prepared pursuant to the rules and regulations of the Securities and Exchange
Commission (the SEC) and in compliance with U.S. generally accepted accounting principles. Because this report is
based on an interim period, certain information and footnote disclosures normally included in financial statements
prepared in accordance with U.S. generally accepted accounting principles have been condensed or omitted.
In the opinion of the management of the Company, the accompanying unaudited interim consolidated financial
statements include all adjustments necessary for a fair presentation of the Company s financial condition and the
results of operations for the periods presented. These adjustments are of a normal recurring nature, unless otherwise
disclosed in this Form 10-Q. Management has evaluated events occurring subsequent to the balance sheet date through
November 16, 2009 (the date on which the financial statements were issued). The financial performance reported for
the Company for each of the three and nine months ended September 30, 2009 is not necessarily indicative of the
results that may be expected for the full year. This information should be read in conjunction with the Company s
latest Annual Report to Shareholders and Form 10-K. Reference is made to the accounting policies of the Company
described in Note 1 of the Notes to Consolidated Financial Statements contained in the Company s 2008 Annual
Report that was filed as Exhibit 13.1 to the Company s Form 10-K for the year ended December 31, 2008. The
Company has consistently followed those policies in preparing this Form 10-Q.
Reclassifications: Some items in the prior period financial statements were reclassified to conform to the current
presentation.
Earnings (Loss) Per Common Share: Basic earnings (loss) per common share is net income (loss) available to
common stockholders divided by the weighted average number of common shares outstanding during the period.
Diluted earnings per common share includes the dilutive effect of additional potential common shares issuable under
stock options and stock warrants.

Three months ended Nine months ended
September 30, September 30,

2009 2008 2009 2008
Basic
Net income (loss) $ (6,6838) $ 285 $  (7,696) $ 633
Less: Preferred stock dividends and accretion of
discount on preferred stock (102) (305)
Net income (loss) available to common
stockholders $ (6,790 $ 285 $ (8,001) $ 633
Weighted average common shares outstanding 4,099,429 4,110,326 4,099,710 4,268,964
Basic earnings (loss) per common share $ 1.66) $ 0.07 $ 195 $ 0.15

Table of Contents 13
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Diluted
Net income (loss) available to common
stockholders $  (6,790)

Weighted average common shares outstanding for
basic earnings per common share 4,099,429

Add: Dilutive effects of assumed exercises of stock
options

Average shares and dilutive potential common
shares 4,099,429

Diluted earnings (loss) per common share $ (1.66)

285

4,110,326

4,110,326

0.07

$

$

(8,001)

4,099,710

4,099,710

(1.95)

$

$

633

4,268,964

1,527

4,270,491

0.15

Table of Contents
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The following potential average common shares were anti-dilutive and not considered in computing diluted earnings
(loss) per common share because, with respect to the three and nine months ended September 30, 2009, the Company
had a loss from continuing operations and, with respect to the three and nine months ended September 30, 2008, the
exercise price of the options was greater than the average stock price for these periods.

Three months ended Nine months ended
September 30, September 30,
2009 2008 2009 2008
Stock options 314,011 334,702 347,505 308,575
Stock warrants 336,568 336,568

Adoption of New Accounting Standards:
In June 2009, the Financial Accounting Standards Board (FASB) ) issued Statement of Financial Accounting

Standards (SFAS) No. 168 which established the FASB Accounting Standards Codification (ASC) as the single
source of authoritative nongovernmental accounting principles for financial statements that are presented in
conformity with generally accepted accounting principles in the United States. This pronouncement was effective for
financial statements issued for interim and annual periods ending after September 15, 2009. There was no impact on
the Company s consolidated financial statements upon adoption.

In December 2007, the FASB issued a pronouncement impacting ASC 805which established principles and
requirements for how an acquirer recognizes and measures in its financial statements the identifiable assets acquired,
the liabilities assumed, and any noncontrolling interest in an acquiree, including the recognition and measurement of
goodwill acquired in a business combination. This pronouncement was effective for fiscal years beginning on or after
December 15, 2008. Earlier adoption was prohibited. There was no impact on the Company s consolidated financial
statements upon adoption.

In December 2007, the FASB issued a pronouncement impacting ASC 810-10 which changed the accounting and
reporting for minority interests, which will be recharacterized as noncontrolling interests and classified as a
component of equity within the consolidated balance sheets. This pronouncement was effective as of the beginning of
the first fiscal year beginning on or after December 15, 2008. Earlier adoption was prohibited. There was no impact on
the Company s consolidated financial statements upon adoption.

In March 2008, the FASB issued a pronouncement impacting ASC 815-10 which amended and expanded the
disclosure requirements for derivative instruments and hedging activities. The pronouncement required qualitative
disclosure about objectives and strategies for using derivative and hedging instruments, quantitative disclosures about
fair value amounts of the instruments and gains and losses on such instruments, as well as disclosures about credit-risk
features in derivative agreements. The pronouncement was effective for financial statements issued for fiscal years
and interim periods beginning after November 15, 2008, with early application encouraged. The adoption of this
pronouncement did not have a material impact on the Company s consolidated financial statements.

In June 2008, the FASB issued a pronouncement impacting ASC 260-10 which defined unvested share-based payment
awards that contain nonforfeitable rights to dividends as participating securities that should be included in computing
earnings per share using the two-class method. The pronouncement was effective for the Company s financial
statements for the year beginning on January 1, 2009 and all prior-period earnings per share data were adjusted
retrospectively. The impact of adoption of this pronouncement was to reduce the Company s basic and diluted loss per
common share by $.01 for the nine months ended September 30, 2009. The impact of adoption on the Company s
earnings (loss) per common share was less than $.01 in each of the other periods presented.

Table of Contents 15
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
In April 2009, the FASB issued a pronouncement impacting ASC 805 that amended and clarified application issues
raised by preparers, auditors, and members of the legal profession on initial recognition and measurement, subsequent
measurement and accounting, and disclosure of assets and liabilities arising from contingencies in a business
combination. The pronouncement was effective for assets or liabilities arising from contingencies in business
combinations for which the acquisition date was on or after the beginning of the first annual reporting period
beginning on or after December 15, 2008. There was no impact on the Company s consolidated financial statements
upon adoption.
In April 2009, the FASB issued a pronouncement impacting ASC 320-10 which amended existing guidance for
determining whether impairment is other-than-temporary for debt securities. The pronouncement required an entity to
assess whether it intends to sell, or it is more likely than not that it will be required to sell a security in an unrealized
loss position before recovery of its amortized cost basis. If either of these criteria is met, the entire difference between
amortized cost and fair value is recognized in earnings. For securities that do not meet the aforementioned criteria, the
amount of impairment recognized in earnings is limited to the amount related to credit losses, while impairment
related to other factors is recognized in other comprehensive income. Additionally, the pronouncement expanded and
increased the frequency of existing disclosures about other-than-temporary impairments for debt and equity securities.
This pronouncement was effective for interim and annual reporting periods ended after June 15, 2009, with early
adoption permitted for periods ended 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 financial position and the Company has not
experienced other-than-temporary impairment within its securities portfolio.
In April 2009, the FASB issued a pronouncement impacting ASC 820 that emphasized that even if there has been a
significant decrease in the volume and level of activity, the objective of a fair value measurement remains the same.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
(that is, not a forced liquidation or distressed sale) between market participants. The pronouncement provided a
number of factors to consider when evaluating whether there has been a significant decrease in the volume and level
of activity for an asset or liability in relation to normal market activity. In addition, when transactions or quoted prices
are not considered orderly, adjustments to those prices based on the weight of available information may be needed to
determine the appropriate fair value. The pronouncement also required increased disclosures. It was effective for
interim and annual reporting periods ended after June 15, 2009, and was applied prospectively. The adoption of this
pronouncement by the Company at June 30, 2009 did not have a material impact on its results of operations or
financial position.
In April 2009, the FASB issued a pronouncement impacting ASC 825-10-50 to require disclosures about fair value of
financial instruments for interim reporting periods of publicly traded companies that were previously only required in
annual financial statements. This pronouncement was effective for interim reporting periods ended after June 15,
2009. Adoption of this pronouncement by the Company at June 30, 2009 did not have a material impact on its results
of operations or financial position as it only required disclosures, which are included in Note 4.
In May 2009, the FASB issued a pronouncement, ASC 855, which set forth requirements for subsequent events
including establishing the period after the balance sheet date during which management shall evaluate events or
transactions that may occur for potential recognition or disclosure in the financial statements, the circumstances under
which an entity shall recognize events or transactions, and the disclosures that an entity shall make about the events or
transactions. The pronouncement was effective for interim and annual reporting periods ended after June 15, 2009 and
was applied prospectively. Adoption of this pronouncement did not have a material impact on the Company s financial
condition and results of operations.

10
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Effect of Newly Issued But Not Yet Effective Accounting Standards:
In June 2009, the FASB issued a pronouncement that removes the concept of qualifying special-purpose entity from
ASC 810-10, modifies the financial-components approach and limits circumstances in which a transferor derecognizes
a portion or component of a financial asset when the transferor has a continuing involvement with the financial asset.
It clarifies the principle of whether a transferor and all the entities included in the transferor s financial statements
being presented have surrendered control over transferred financial assets. This pronouncement is effective for the
first 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. Earlier application is prohibited. The adoption of this
pronouncement is not expected to have a material effect on the Company s consolidated financial statements.
In June 2009, the FASB issued a pronouncement impacting several topics in the ASC that requires an enterprise to
perform an analysis to determine whether the enterprise s variable purpose interest or interests give it a controlling
financial interest in a variable interest entity, and requires ongoing reassessments of whether the entity is the primary
beneficiary of a variable interest entity. This pronouncement is effective for the first 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. Earlier application is prohibited. The adoption of this pronouncement is not
expected to have a material effect on the Company s consolidated financial statements.
NOTE 2 SECURITIES
The following table summarizes the amortized cost and fair value of available-for-sale securities at September 30,
2009 and December 31, 2008 and the corresponding amounts of unrealized gains and losses:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
September 30, 2009
Issued by U.S. government-sponsored agencies:
Mortgage-backed securities residential $ 5,496 $ 392 $ $ 5,888
Collateralized mortgage obligations 14,662 519 15,181
Collateralized mortgage obligations issued by
private issuers 1,744 11 1,755
Total $ 21,902 $ 922 $ $ 22824
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
December 31, 2008
Issued by U.S. government-sponsored agencies:
Mortgage-backed securities  residential $ 6,671 $ 254 $ 3 % 6,922
Collateralized mortgage obligations 16,349 289 (10) 16,628
Total $ 23,020 $ 543 $ (13 $ 23,550
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 2 SECURITIES (continued)
At September 30, 2009 there were no debt securities contractually due at a single maturity date. The amortized cost
and fair value, respectively, of securities available for sale which do not have a single maturity date totaled $21,902
and $22,824, respectively.
Fair value of securities pledged was as follows:

September 30, December 31,

2009 2008
Pledged as collateral for:
FHLB advances $ 11,731 $ 13,508
Public deposits 3,611 3,058
Customer repurchase agreements 2,112 3,098
Interest-rate swaps 1,128 1,235
Total $ 18,582 $ 20,899

The following table summarizes available-for-sale securities with unrealized losses at December 31, 2008 aggregated
by major security type and length of time in a continuous unrealized loss position. There were no unrealized losses at
September 30, 2009.

Less than 12 Months 12 Months or More Total

December 31, 2008 Unrealized Unrealized Unrealized
Fair Fair Fair

Description of Securities Value Loss Value Loss Value Loss
Issued by U.S.
government sponsored agencies:
Mortgage-backed securities
residential $ 568 $ 3 $ $ $ 568 $ 3)
Collateralized mortgage
obligations 165 1,013 (10) 1,178 (10)
Total temporarily impaired $ 733 $ 3 $ 1,013 % 10 $ 1,746 $ (13)

The following table summarizes the proceeds from sales of available-for-sale securities and the realized gains and
losses for the three and nine months ended September 30, 2009 and 2008 as follows:

Three months ended Nine months ended
September 30, September 30,
2009 2008 2009 2008
Proceeds $ $ 1,011 $ $ 2,064
Gross gains 10 54
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 2 SECURITIES (continued)
Other-Than-Temporary Impairment
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. The securities portfolio is evaluated for
OTTI by segregating the portfolio into two general segments and applying the appropriate OTTI model. Securities
classified as available for sale or held-to-maturity are generally evaluated for OTTI under ASC 320, Investments
Debt and Equity Securities. However, certain purchased beneficial interests, including non-agency mortgage-backed
securities, asset-backed securities, and collateralized debt obligations that had credit ratings at the time of purchase of
below AA are evaluated using the model outlined in ASC 325-40-35-4. The Company currently does not have any
securities which are evaluated using the model outlined in ASC 325-40-35-4.
In determining OTTI under the ASC 320 model, 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 entity has the
intent to sell the debt security or more likely than not will be required to sell the debt security before its anticipated
recovery. The assessment of whether an other-than-temporary impairment exists involves a high degree of subjectivity
and judgment and is based on the information available to management at a point in time.
When OTTI occurs under either model, the amount of the OTTI recognized in earnings depends on whether an entity
intends to sell the security or it is more likely than not it will be required to sell the security before recovery of its
amortized cost basis, less any current-period credit loss. If an entity intends to sell or it is more likely than not it will
be required to sell the security before recovery of its amortized cost basis, less any current-period credit loss, the OTTI
shall be recognized in earnings equal to the entire difference between the investment s amortized cost basis and its fair
value at the balance sheet date. If an entity does not intend to sell the security and it is not more likely than not that the
entity will be required to sell the security before recovery of its amortized cost basis less any current-period loss, the
OTTI shall be separated into the amount representing the credit loss and the amount related to all other factors. The
amount of the total OTTI related to the credit loss is determined based on the present value of cash flows expected to
be collected, and is recognized in earnings. The amount of the total OTTI related to other factors is recognized in other
comprehensive income, net of applicable taxes. The previous amortized cost basis less the OTTI recognized in
earnings becomes the new amortized cost basis of the investment.
As of September 30, 2009, the Company s securities portfolio consisted of $22,824 of securities, none of which were
in an unrealized loss position. The Company s securities portfolio included one private label collateralized mortgage
obligation at September 30, 2009, which was rated AAA at purchase and is not within the scope of ASC 325-40-35-4.
The Company monitors the security s performance to insure it has adequate credit support.

13
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(Dollars in thousands except per share data)
NOTE 3 LOANS

September 30, December 31,

2009 2008

Commercial $ 39,335 $ 40,945
Real estate:

Single-family residential 30,502 28,884
Multi-family residential 38,229 41,495
Commercial 103,392 99,652
Consumer 27,405 26,429
Subtotal 238,863 237,405
Less: Net deferred loan fees (306) (364)
Allowance for loan losses (4,619) (3,119)
Loans, net $ 233,938 $ 233,922

Commercial real estate loans include $3,982 and $2,872 in construction loans at September 30, 2009 and
December 31, 2008. Single-family residential real estate loans include $287 and $180 in construction loans at
September 30, 2009 and December 31, 2008.

Activity in the allowance for loan losses was as follows:

Three months ended Nine months ended
September 30, September 30,

2009 2008 2009 2008
Beginning balance $ 3,996 $ 2,947 $ 3,119 $ 2,684
Provision for loan losses 4,776 183 6,683 667
Reclassification of allowance for losses on
loan-related commitments (1) (629 (629
Loans charged-off (4,144) (89) (5,180) (315)
Recoveries 42 4 48 9
Ending balance $ 4,619 $ 3,045 $ 4,619 $ 3,045

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

14

September 30,
2009

$ 6,322

4,375

$ 11,197

$ 1,333

December 31,

$

2008

2,257
2,257

514
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in thousands except per share data)
NOTE 3 LOANS (continued)

Three months ended

Nine months ended

September 30, September 30,
2009 2008 2009 2008

Average of individually impaired loans during the
period $ 7,785 $ 1,910 $ 5,195 $ 1,482
Interest income recognized during impairment
Cash-basis interest income recognized
Nonaccrual loans and loans past due over 90 days still on accrual were as follows:

September 30, December 31,

2009 2008

Loans past due over 90 days still on accrual $ $ 348
Nonaccrual loans:
Commercial $ 570 $ 646
Single-family residential real estate 296 63
Multi-family residential real estate 1,958 1,264
Commercial real estate 8,025
Home equity lines of credit 1,390 60
Other consumer 26 31
Total nonaccrual loans $ 12,265 $ 2,064

Nonaccrual loans and loans past due over 90 days still on accrual include both smaller balance single-family mortgage
and consumer loans that are collectively evaluated for impairment and individually classified impaired loans.
Nonaccrual loans in the above table 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 September 30, 2009, troubled debt restructurings totaled $3,247, and included $2,179 in commercial
real estate loans, $570 in commercial loans, and $498 in home equity lines of credit. There were no troubled debt
restructurings at December 31, 2008.

15
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(Dollars in thousands except per share data)
NOTE 4 FAIR VALUE
ASC 820, Fair Value Measurements and Disclosures, defines fair value as 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
liability in an orderly transaction between market participants on the measurement date. ASC 820 also establishes a
fair value hierarchy which requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. The standard describes three levels of inputs that may be used to
measure fair value:
Level 1: Quoted prices (unadjusted) for identical assets or liabilities 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
liabilities; 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 reporting entity s own assumptions about the assumptions that
market participants would use in pricing an asset or liability.
The Company used the following methods and significant assumptions to estimate fair value.
The fair value of securities available for sale is determined using pricing models that vary based on asset class and
include available 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 inputs.)
The fair value of derivatives is based on the present value of future cash flows using the prevailing interest rate curve.
Our derivative instruments consist of interest-rate swaps and yield maintenance provisions (embedded derivatives) in
related loan agreements. Significant fair value inputs can generally be verified and do not typically involve significant
judgments by management. (Level 2 inputs.)
The fair value of servicing rights is based on a valuation model that calculates the present value of estimated net
servicing income. The valuation model incorporates assumptions that market participants would use in estimating
future net servicing income. The Company is able to compare the valuation model inputs and results to widely
available published industry data for reasonableness. (Level 2 inputs.)
The fair value of impaired loans with specific allocations of the allowance for loan losses is generally based on real
estate appraisals. These appraisals may utilize a single valuation approach or a combination 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 available. Such adjustments are typically
significant and result in a Level 3 classification of the inputs for determining fair value. (Level 3 inputs.)

16
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(Dollars in thousands except per share data)
NOTE 4 FAIR VALUE (continued)

Assets and Liabilities Measured on a Recurring Basis
Assets and liabilities 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
Yield maintenance provisions (embedded derivatives)

Liabilities:
Interest-rate swaps

Fair Value
Measurements at
September 30,
2009
Using Significant
Other Observable
Inputs
(Level 2)

$ 5,888

15,181
1,755
621

$ 621

Fair Value

Measurements at
December 31, 2008
Using Significant

Other
Observable Inputs
(Level 2)
Assets:
Securities available for sale:
Mortgage-backed securities residential 6,922
Collateralized mortgage obligations 16,628
Yield maintenance provisions (embedded derivatives) 929
Liabilities:
Interest-rate swaps 929
17
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 4 FAIR VALUE (continued)

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

Fair Value Measurements at September 30,

2009 Using
Significant Other Significant
Observable Unobservable
Inputs Inputs
(Level 2) (Level 3)
Loan servicing rights $ 24 $
Impaired loans 3,042
Fair Value Measurements at December 31,
2008 Using
Significant Other Significant
Observable Unobservable
Inputs Inputs
(Level 2) (Level 3)
Loan servicing rights $ 52 $
Impaired loans 1,743

At September 30, 2009, servicing rights, which are carried at the lower of cost or fair value, were written down to fair
value of $24, resulting in a valuation allowance of $7. At December 31, 2008, servicing rights were written down to
fair value of $52, resulting in a valuation allowance of $8. There was a $1 increase in earnings with respect to
servicing rights for the three and nine months ended September 30, 2009. There was a $1 charge against earnings with
respect to servicing rights for the three and nine months ended September 30, 2008.

At September 30, 2009, impaired loans, which are measured for impairment using the fair value of the collateral for
collateral dependent loans, had a carrying amount of $4,375, with a valuation allowance of $1,333, resulting in no
provision for loan losses for the three months ended September 30, 2009, and an additional provision of $819 for the
nine months ended September 30, 2009. At December 31, 2008, impaired loans had a carrying amount of $2,257, with
a valuation allowance of $514. For the three and nine months ending September 30, 2008 impairment charges of $394
were included in earnings.

18
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(Dollars in thousands except per share data)
NOTE 4 FAIR VALUE (continued)
The carrying amounts and estimated fair values of financial instruments at September 30, 2009 and December 31,
2008 are as follows:

September 30, 2009 December 31, 2008
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets
Cash and cash equivalents $ 9,400 $ 9,400 $ 4,177 $ 4,177
Securities available for sale 22,824 22,824 23,550 23,550
Loans held for sale 943 968 284 287
Loans, net 233,938 236,671 233,922 239,399
FHLB stock 1,942 n/a 2,109 n/a
Accrued interest receivable 956 956 1,100 1,100
Yield maintenance provisions (embedded
derivatives) 621 621 929 929
Financial liabilities
Deposits (215,897) (217,475) (207,647) (210,052)
FHLB advances (30,942) (31,495) (29,050) (29,531)
Subordinated debentures (5,155) n/a (5,155) (5,155)
Accrued interest payable (275) (275) (301) (301)
Interest-rate swaps (621) (621) (929) (929)

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

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 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 (entry price). The fair value for fixed rate deposits with stated maturities was
calculated by discounting contractual cash flows using current market rates for instruments with similar maturities.
Fair value of FHLB advances are based on current rates for similar financing. 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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(Dollars in thousands except per share data)
NOTE 5 FEDERAL HOME LOAN BANK (FHLB) ADVANCES
Advances from the FHLB were as follows:

September 30, December 31,

2009 2008
Maturities October 2009 thru May 2014, fixed at rates from 1.90% to 4.96%,
averaging 3.03% $ 30942 $
Maturity January 2009 at .54% floating rate 5,850
Maturities February 2009 thru July 2011, fixed at rates from 2.48% to 5.60%,
averaging 3.98% 23,200
Total $ 30,942 $ 29,050

Each advance is payable at its maturity date, with a prepayment penalty for fixed rate advances.
The advances were collateralized as follows:

September 30, December 31,

2009 2008
First mortgage loans under a blanket lien arrangement 26,914 $ 26,285
Second mortgage loans 299 462
Multi-family mortgage loans 15,671 17,421
Home equity lines of credit 13,368 19,271
Commercial real estate loans 63,721 61,818
Securities 11,731 13,508
Total $ 131,704 $ 138,765

Based on this collateral and CFBank s holdings of FHLB stock, CFBank is eligible to borrow up to a total of $57,795
from the FHLB at September 30, 2009.

Payment information

Required payments over the next five years are:

September 30, 2010 $ 7,000

September 30, 2011 8,200

September 30, 2012 5,742

September 30, 2013

September 30, 2014 10,000

Total $ 30,942
20
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(Dollars in thousands except per share data)
NOTE 6 STOCK-BASED COMPENSATION
The Company has three stock-based compensation plans (the Plans), as described below, under which awards have
been or may be issued. Total compensation cost that has been charged against income for those Plans was $22 and
$66, respectively, for the three and nine months ended September 30, 2009, and $36 and $109, respectively, for the
three and nine months ended September 30, 2008. The total income tax benefit was $5 and $15, respectively, for the
three and nine months ended September 30, 2009, and $11 and $33, respectively, for the three and nine months ended
September 30, 2008.
The Plans, which are stockholder-approved, provide for stock option grants and restricted stock awards to directors,
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 Compensation Plan (2003 Plan)
as amended and restated, provided an aggregate of 500,000 shares for stock option grants and restricted stock awards,
of which up to 150,000 shares could be awarded in the form of restricted stock awards. The 2009 Equity
Compensation Plan (2009 Plan), which was 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 common
stock. The Company believes that such awards better align the interests of its employees with those of its
stockholders. 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 volatilities are based on historical
volatilities of the Company s common stock. The Company uses historical data to estimate option exercise and
post-vesting termination behavior. Employee and management stock 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. Department of the Treasury yield curve in effect at the time of the
grant.
The fair value of the options granted during the nine month periods ended September 30, 2009 and 2008 was
determined using the following weighted-average assumptions as of the grant dates. There were no options granted
during the three month periods ended September 30, 2009 or 2008.

Nine months ended

September 30,
2009 2008
Risk-free interest rate 1.64% 2.46%
Expected term (years) 7 6
Expected stock price volatility 27% 23%
Dividend yield 3.63% 4.87%
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(Dollars in thousands except per share data)
NOTE 6 STOCK-BASED COMPENSATION (continued)
A summary of stock option activity in the Plans for the nine months ended September 30, 2009 follows:

Nine months ended September 30, 2009

Weighted
Average
Weighted Remaining
Average
Exercise Contractual Intrinsic
Term
Shares Price (Years) Value
Options outstanding, beginning of period 416,377 $ 8.47
Granted 800 2.75
Exercised
Forfeited or expired (103,166) 10.32
Options outstanding, end of period 314,011 $ 7.85 6.7 $
Options exercisable, end of period 214,406 $ 9.78 5.8 $

Information related to the stock option Plans during the nine months ended September 30, 2009 and 2008 follows.
There were no stock options granted during the three months ended September 30, 2009 or 2008. There were no stock
options exercised during the nine months ended September 30, 2009 or 2008.

Nine months ended

September 30,
2009 2008
Weighted average fair value of options granted $ 0.49 $ 0.51

As of September 30, 2009, there was $19 of total 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 1.4 years.

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 shares based on the fair value of the stock at grant date. The fair value of the stock was
determined using the closing share price on the date of grant and shares have vesting periods ranging from one to five
years. There were 1,088,388 shares available to be issued under the Plans at September 30, 2009. There were no
shares issued during the nine months ended September 30, 2009, and there were 32,875 shares issued during the nine
months ended September 30, 2008.
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NOTE 6 STOCK-BASED COMPENSATION (continued)
A summary of changes in the Company s nonvested restricted shares for the nine months ended September 30, 2009
follows:

Nine months ended
September 30, 2009

Weighted
Average
Grant-Date Fair
Shares Value
Nonvested shares outstanding at beginning of period 49,583 $ 5.72
Granted
Vested (18,900) 6.04
Forfeited (1,200) 10.42
Nonvested shares outstanding at end of period 29,483 $ 5.32

As of September 30, 2009, there was $38 of total unrecognized compensation cost related to nonvested shares granted
under the Plans. The cost is expected to be recognized over a weighted-average period of 1.0 year. The total fair value
of shares vested during the three and nine months ended September 30, 2009 was $0 and $56, respectively. The total
fair value of shares vested during the three and nine months ended September 30, 2008 was $0 and $66, respectively.
NOTE 7 DERIVATIVE INSTRUMENTS

The Company utilizes interest-rate swaps as part of its asset liability 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. The Company was party to
interest-rate swaps with a combined notional amount of $6,857 at September 30, 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. The Company has a program whereby it lends to its borrowers at a fixed
rate with the loan agreement containing two-way yield maintenance provision, which will 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 maintenance
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. The Company 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 liabilities, 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 consolidated statements of operations. The cash flows on interest rate swaps are classified
the same as the host loan in the consolidated statements of cash flows, and are reflected in cash flows from operations.
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(Dollars in thousands except per share data)
NOTE 7 DERIVATIVE INSTRUMENTS (continued)
The following tables set forth the fair value of derivative instruments at September 30, 2009 and December 31, 2008.

Fair Values of Asset Derivative Instruments
September 30, 2009 December 31, 2008

Balance Balance
Sheet Sheet
Fair Fair
Derivatives not designated as hedging instruments Location Value Location Value
Other Other
Yield maintenance provisions (embedded derivatives) assets $ 621  assets $ 929
Total asset derivatives $ 621 $ 929

Fair Values of Liability Derivative Instruments

September 30, 2009 December 31, 2008
Balance Sheet Balance Sheet
Fair Fair
Derivatives not designated as hedging instruments Location Value Location Value
Interest-rate swaps Other liabilities $ 621  Other liabilities $ 929
Total liability derivatives $ 621 $ 929

The following table sets forth the gain (loss) recognized in income for the three and nine months ended September 30,
2009 and 2008.

Location of
gain (loss)

Three months Nine months

recognized in ended ended
Derivatives not designated as income on September 30, September 30,
hedging instruments derivatives 2009 2008 2009 2008
Yield maintenance provisions (embedded Other noninterest income
derivatives) $ 122 $ 137 $ (308) $ 177
Interest-rate swaps Other noninterest income (122) (137) 308 (177)
Total $ $ $ $
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(Dollars in thousands except per share data)
NOTE 8 FEDERAL INCOME TAX
In prior years, the Company recorded income tax benefits for net operating loss carryforwards and net benefits for
other assets and liabilities that have a carrying amount different from their federal income tax basis. These benefits
were recorded as net deferred tax assets. Net deferred tax assets were $1,598 at December 31, 2008. The Company
recorded these benefits because it believed they were more likely than not to be realized.
In light of the losses experienced by the Company in the three- and nine-month periods ended September 30, 2009, the
Company reassessed the conclusion that the net deferred tax assets recorded at December 31, 2008 were realizable and
established a valuation allowance reducing the carrying amount of these assets to zero.
In the nine months ended September 30, 2009, the Company recorded additional tax benefits of $541, largely due to
the year-to-date net loss experienced by the Company.
As of September 30, 2009, the Company determined that the tax benefits recorded in 2009 were unlikely to be
recognizable as deferred tax assets at the end of the year and so reduced the amount of benefits recorded in the
year-to-date period to zero. No income tax expense or benefit is recognized for the current year results of operations.
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CENTRAL FEDERAL CORPORATION
PART 1. Item 2.
MANAGEMENT S DISCUSSION AND ANALYSIS
The following analysis discusses changes in financial condition and results of operations during the periods included
in the Consolidated Financial Statements which are part of this filing.
Forward-Looking Statements
Statements contained in this Form 10-Q which are not statements of historical fact are forward-looking statements.
Forward-looking statements include, but are not limited to: (1) projections 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,

antici

expect, predict, will, intend, plan, targeted, and the negative of these terms, or similar expressions, are in

identify forward-looking statements, but are not the exclusive means of identifying such statements. Forward-looking
statements involve risks and uncertainties. Actual results may differ materially from those predicted by the
forward-looking statements because of various factors and possible events, including: (i) changes in political,
economic or other factors such as inflation rates, recessionary or expansive trends, and taxes; (ii) competitive
pressures; (iii) fluctuations in interest rates; (iv) the level of defaults and prepayments on loans made by CFBank; (v)
unanticipated litigation, claims or assessments; (vi) fluctuations in the cost of obtaining funds to make loans; and
(vii) regulatory changes. Further information on these and other risk factors is included in the Company s Annual
Report on Form 10-K for the year ended December 31, 2008, all of which are difficult to predict and many of which
are beyond our control. Forward-looking statements speak only as of the date on which they are made and we
undertake no obligation to publicly release revisions to any forward-looking statements to reflect events or
circumstances after the date of such statements, unless required by law.

Business Overview

Central Federal Corporation is a unitary savings and loan holding company incorporated in Delaware in 1998. Our
primary business is the operation of our principal subsidiary, CFBank, a federally chartered savings association
formed in Ohio in 1892.

CFBank is a community-oriented financial institution offering 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 remote deposit,
telephone banking, corporate cash management and online internet banking. We attract deposits from the general
public 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 and small businesses.

General

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 expenses
principally consist of employee compensation and benefits, occupancy, and other general and administrative expenses.
In general, results of operations are significantly affected by general economic and competitive conditions,
particularly changes in market interest rates, government policies, and actions of regulatory authorities. Future
changes in applicable laws, regulations or government policies may also materially impact our performance.
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CENTRAL FEDERAL CORPORATION
PART 1. Item 2.
MANAGEMENT S DISCUSSION AND ANALYSIS
As a result of the current economic situation, which has included failures of financial institutions, investments in
banks and other companies by the United States government, and government-sponsored economic stimulus packages,
one area of public and political focus is how and the extent to which financial institutions are or should be regulated
by the government. The current economic environment may result in new or revised regulations that could have a
material effect on our operations and a material adverse impact on our performance.
The capital, credit and financial markets have experienced significant volatility and disruption for more than a year.
These conditions have had significant adverse effects on our national and local economies, including declining real
estate values; a widespread tightening in the availability of credit; illiquidity in certain securities markets; increasing
loan delinquencies, foreclosures, personal and business bankruptcies and unemployment rates; declining consumer
confidence and spending; significant write-downs of asset values by financial institutions and government-sponsored
agencies; and a reduction of manufacturing and service business activity and international trade. These conditions
have also had significant impacts on the stock market generally, and have contributed to significant declines in the
trading prices of financial institution stocks. We do not expect these difficult 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 on the Company could include increases in loan delinquencies and charge-offs; increases in our loan loss
reserves based on general economic factors; increases to our specific loan loss reserves due to the impact of these
conditions on specific borrowers or the collateral for their loans; declines in the value of our securities portfolio;
increases in our cost of funds due to continued aggressive deposit pricing by local and national competitors 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 compliance costs; and declines in the trading price of our
common stock.
In October 2008, the U.S. Congress enacted the Emergency Economic Stabilization Act of 2008 in response to the
impact of the volatility and disruption in the credit and capital markets on the financial sector. The U.S. Department of
the Treasury and federal banking regulators continue to implement programs under this and other legislation that are
intended to address these conditions and the asset quality, capital and liquidity issues they have caused for certain
financial institutions and to improve the general availability of credit for consumers and businesses. Additionally, in
February 2009, the U.S. Congress enacted the American Recovery and Reinvestment Act of 2009 in an effort to save
and create jobs, stimulate the U.S. economy and promote long-term growth and stability. There can be no assurance
that these acts or the programs that are implemented under them will achieve their intended purposes. If they fail to
achieve some or all of those purposes, economic and market conditions could continue to worsen, which could
adversely affect our performance and/or the trading price of our common stock.
Other than discussed above and noted in the following narrative, we are not aware of any market or institutional
trends, other events, or uncertainties that are expected to have a material effect on liquidity, capital resources or
operations. We are not aware of any current recommendations by regulators which would have a material effect on us
if implemented, except as described above.
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 financial statements and related notes.
Financial Condition
General. Assets totaled $280.4 million at September 30, 2009 and increased $2.6 million, or 1.0%, from
$277.8 million at December 31, 2008. The increase in assets was due to growth in cash and cash equivalents and an
increase in loans held for sale, partially offset by a decline in the deferred tax asset.
Cash and cash equivalents. Cash and cash equivalents totaled $9.4 million at September 30, 2009 and increased
$5.2 million, from $4.2 million at December 31, 2008. The increase was primarily due to increased holdings in
overnight investments at September 30, 2009. The Company expects to maintain these holdings for liquidity purposes.
Securities. Securities available for sale totaled $22.8 million at September 30, 2009, and decreased $730,000, or 3.1%,
compared to $23.6 million at December 31, 2008 due to scheduled maturities and repayments during the period in
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Loans. Net loans totaled $233.9 million at September 30, 2009 and December 31, 2008. During the nine months ended
September 30, 2009, single-family mortgage loan balances increased $1.6 million, or 5.6%, due to increased portfolio
loan originations during the period. Consumer loans increased $980,000, or 3.7% primarily due to the purchase of a
$2.2 million auto loan portfolio. The increase in single-family mortgage and consumer loan balances was offset by a
$1.1 million decline in commercial, commercial real estate and multi-family loan balances and a $1.5 million increase
in the allowance for loan losses. The $1.1 million 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 $26.8 million
during the nine months ended September 30, 2009.
Allowance for loan losses. The allowance for loan losses (ALLL) totaled $4,619 at September 30, 2009 and increased
$1,500, or 48.1%, from $3,119 at December 30, 2008. The increase was primarily due to a $3.5 million write-off of a
single commercial loan balance during the quarter ended September 30, 2009, continued adverse economic conditions
affecting loan performance, and an increase in nonperforming loans and loan charge-offs. The ratio of the ALLL to
total loans totaled 1.94% at September 30, 2009, compared to 1.32% at December 31, 2008.
Management analyzes the adequacy of the ALLL regularly through reviews of the loan portfolio, including the nature
and volume of the loan portfolio and segments of the portfolio; industry and loan concentrations; historical loss
experience; delinquency statistics and the level of nonperforming loans; specific 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 collection strategies; current economic conditions and trends; and other factors that warrant recognition in
providing for an adequate ALLL.
The allowance consists of specific and general components. The specific component relates to loans that are
individually classified as impaired. The general component covers loans not classified as impaired and is based on
historical loss experience adjusted for current factors.
A loan is impaired when full payment under the loan terms is not expected. Commercial, multi-family residential and
commercial real estate loans over $500 are individually evaluated for impairment when 90 days delinquent, or earlier
than 90 days delinquent if information regarding the payment capacity of the borrower indicates that payment in full
according to the loan terms is doubtful. If a loan is determined to be impaired, the loan is evaluated to determine
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 estimated future cash flows using the loan s existing rate, or at the fair
value of collateral, less costs to sell, if repayment is expected solely from the collateral. Large groups of smaller
balance loans, such as consumer and single-family residential real estate loans, are collectively evaluated for
impairment, and accordingly, they are not separately identified for impairment disclosures.
The ALLL methodology is designed as part of a thorough process that incorporates management s current judgments
about the credit quality of the loan portfolio into determination of the ALLL in accordance with generally accepted
accounting principles and supervisory guidance. During the quarter ended September 30, 2009, management updated
its methodology for calculating the general component of the ALLL to improve the analysis of historical loss rates.
Given the short nature of CFBank s commercial, commercial real estate and multi-family residential real estate loan
history, and the current economic environment, the new methodology improves management s ability to estimate
probable incurred credit losses in the portfolio. The general ALLL is calculated based on CFBank s loan balances and
actual historical payment default rates. For loans with no actual payment default history, industry estimates of
payment default rates are applied based on loan type and the state where the collateral is located. Results are then
scaled based on CFBank s internal loan risk ratings, and industry loss rates are applied based on loan type. Industry
information is modified based on management s judgment regarding items specific to CFBank, and primarily include
the level and trend of past due and nonaccrual loans and the current economic outlook.
Industry information is adjusted by comparing the historical payment default rates (bank and industry) against the
current rate of payment default to determine if the current level is high or low to history, or rising or falling in light of
the current economic outlook. The adjustment process is dynamic, as current experience adds to the historical
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information, and economic conditions and outlook migrate over time. CFBank has experienced an increasing trend in
past due, nonaccrual and classified loans, and the industry information was adjusted to reflect CFBank s portfolio
performance, as well as a continued adverse economic outlook.

We believe the ALLL is adequate to absorb probable incurred credit losses in the loan portfolio as of September 30,
2009; however, future additions to the allowance may be necessary based on factors such as deterioration in client
business performance, slow economic conditions, declines in cash flows and market conditions which result in lower
real estate values. Various regulatory agencies, as an integral part of the examination process, periodically review the
ALLL. Such agencies may require additional provisions for loan losses based upon information available at the time
of their review. Management continues to diligently monitor credit quality in the existing portfolio and analyze
potential loan opportunities carefully 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 continue to worsen or do not improve.

Deposits. Deposits totaled $215.9 million at September 30, 2009 and increased $8.3 million, or 4.0%, from
$207.6 million at December 31, 2008. The increase in deposits was due to a $20.8 million increase in money market
deposit account balances, a $1.9 million increase in non-interest bearing checking accounts, and a $230,000 increase
in savings accounts. The increase in money market, non-interest bearing checking and savings account balances was
offset by a $14.4 million decrease in certificates of deposit account balances and a $295,000 decrease in interest
bearing checking accounts. The decrease in certificate of deposit account balances included the maturity of
$9.5 million in brokered deposit accounts that were not renewed, and a $7.9 million decline in Certificate of Deposit
Account Registry Service ® (CDARS) balances. CFBank s participation in the CDARS program provides CFBank
customers the ability to obtain full Federal Deposit Insurance Corporation (FDIC) insurance on deposits of up to
$50 million placed through the program.

CFBank is a participant in the FDIC s Transaction Account Guarantee Program (TAGP). Under that program, through
June 10, 2010, all noninterest-bearing transaction accounts are fully guaranteed by the FDIC for the entire amount in
the account. Coverage under the TAGP is in addition to, and separate from, the coverage available under the FDIC s
general deposit insurance rules.

FHLB advances. FHLB advances totaled $30.9 million at September 30, 2009 and increased $1.9 million, or 6.5%,
from $29.1 million at December 31, 2008. FHLB advances are used as part of the Company s asset liability
management program, and the increase reflects management s decision in 2009 to extend the terms of these
borrowings to take advantage of low current market interest rates.

Stockholders equity. Stockholders equity totaled $25.4 million at September 30, 2009 and decreased $7.7 million, or
23.2%, from $33.1 million at December 31, 2008 due to the net loss and preferred stock dividends for the nine months
ended September 30, 2009, partially offset by an increase in the market value of the securities portfolio.

Comparison of the Results of Operations for the Three Months Ended September 30, 2009 and 2008

General. Net loss totaled $6.7 million for the quarter ended September 30, 2009, compared to net income of $285,000
for the quarter ended September 30, 2008. The net loss for the quarter ended September 30, 2009 was substantially
due to a $4.8 million provision for loan losses and $3.8 million valuation allowance related to the deferred tax asset.
The $4.8 million provision for loan losses was recorded in response to adverse economic conditions affecting loan
performance, which resulted in an increase in nonperforming loans and loan charge-offs. Net loan charge-offs totaled
$4.1 million during the quarter ended September 30, 2009, and included $3.5 million related to the deterioration in
financial condition of a significant commercial loan customer. The net loan charge-offs reduced the Company s near
term estimates of future taxable income and the amount of the deferred tax asset primarily related to net operating loss
carryforwards considered realizable. The Company recorded a $3.8 million valuation allowance to reduce the carrying
amount of the deferred tax asset to zero at September 30, 2009.
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Net interest income. Net interest income decreased $141,000, or 6.2%, and totaled $2.1 million for the third quarter of
2009, compared to $2.3 million for the third quarter of 2008. Average interest-earning assets increased $12.2 million
in the third quarter of 2009, compared to the third quarter of 2008, and included $7.2 million in funds received
through the U.S. Department of the Treasury s Capital Purchase Program (CPP). The average yield on interest-earning
assets decreased to 5.20% in the third quarter of 2009, compared to 6.36% in the third quarter of 2008, due to a
decline in market interest rates and an increase in nonperforming loans. The decline in the average yield on
interest-earning assets resulted in a 14.8% decrease in total interest income. The average cost of interest-bearing
liabilities also decreased, to 2.36% in the third quarter of 2009, from 3.17% in the third quarter of 2008, due to a
decline in market interest rates. The decrease in the average cost of interest-bearing liabilities resulted in a 25.1%
decrease in total interest expense. Net interest margin totaled 3.12% in the third quarter of 2009, compared to 3.47%
in the third quarter of 2008.
Interest income. Interest income decreased $616,000, or 14.8%, to $3.6 million in the third quarter of 2009, compared
to $4.2 million in the third quarter of 2008. The decrease in interest income was largely due to a decrease in income
on loans and securities. Interest income on loans declined $576,000, or 15.1%, to $3.2 million in the third quarter of
2009, from $3.8 million in the third quarter of 2008. The decrease in income on loans was due to a decline in the
average yield on loans, partially offset by an increase in the average balance of loans. The average yield on loans
decreased 100 basis points (bp) to 5.51% in the third quarter of 2009, from 6.51% in the third quarter of 2008. The
decline in yield on loans was due to the origination of new loans at lower market interest rates, lower reset rates on
existing adjustable rate loans, and an increase in nonperforming loans. The average balance of loans outstanding
increased $769,000, or .3%, to $235.0 million in the third quarter of 2009, from $234.2 million in the third quarter of
2008. Interest income on securities decreased $46,000, or 14.2%, to $278,000 for the third quarter of 2009, from
$324,000 in the third quarter of 2008. The decrease in income on securities was due to a decrease in both the average
yield and average balance of securities. The average yield on securities decreased 16 bp to 4.95% in the third quarter
of 2009, from 5.11% in the third quarter of 2008. The decrease in the average yield on securities was due to securities
purchases at lower market interest rates in the current period. The average balance of securities decreased $2.2
million, or 8.8%, to $23.3 million in the third quarter of 2009, from $25.5 million in the third quarter of 2008. The
decrease in the average balance of securities was due to current period securities maturities and repayments in excess
of purchases.
Interest expense. Interest expense decreased $475,000, or 25.1%, to $1.4 million for the third quarter of 2009,
compared to $1.9 million in the third quarter of 2008. The decrease in interest expense resulted from lower deposit
and borrowing costs and a decrease in the average balance of borrowings outstanding, partially offset by an increase in
the average balance of deposits. Interest expense on deposits decreased $350,000, or 23.7%, to $1.1 million in the
third quarter of 2009, from $1.5 million in the third quarter of 2008. The decrease in interest expense on deposits was
due to a decline in the average cost of deposits, partially offset by an increase in average deposit balances. The
average cost of deposits decreased 86 bp to 2.23% in the third quarter of 2009, from 3.09% in the third quarter of
2008, due to lower market interest rates and reduced deposit pricing in the current year quarter. Average deposit
balances increased $11.3 million, or 5.9%, to $202.1 million in the third quarter of 2009, from $190.8 million in the
third quarter of 2008. The increase in average deposit balances was predominantly due to growth in money market and
checking account balances partially offset by a decrease in certificate of deposit account balances. Interest expense on
FHLB advances and other debt, including subordinated debentures, decreased $125,000, or 29.8%, to $295,000 in the
third quarter of 2009, from $420,000 in the third quarter of 2008. The decrease in expense on FHLB advances and
other debt, including subordinated debentures, was due to a decrease in the cost of these funds and a decrease in the
related average balances. The average cost of borrowings decreased 40 bp to 3.10% in the third quarter of 2009, from
3.50% in the third quarter of 2008. The decrease in borrowing cost was due to lower market interest rates in the
current year period. Average balances on FHLB advances and other debt, including subordinated debentures,
decreased $10.0 million, or 20.7%, to $38.1 million in the third quarter of 2009, from $48.1 million in the third quarter
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of 2008. The decrease in the average balance was primarily due to repayment of FHLB advances with funds from the
growth in deposits and cash flows from the securities portfolio.
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Provision for loan losses. Provisions for loan losses are based on management s estimate of probable incurred credit
losses in the loan portfolio and the resultant ALLL required, as described previously. The provision totaled
$4.8 million for the three months ended September 30, 2009, compared to $183,000 for the three months ended
September 30, 2008. The increase in the provision for loan losses in the current year period was due to a $3.5 million
write-off of a single commercial loan balance during the quarter ended September 30, 2009, and continued adverse
economic conditions affecting loan performance, which resulted in an increase in nonperforming loans and loan
charge-offs.
Nonperforming loans, which are nonaccrual loans and loans 90 days past due still accruing interest, increased
$9.9 million and totaled $12.3 million, or 5.14% of total loans, at September 30, 2009, compared to $2.4 million, or
1.02% of total loans, at December 31, 2008. The increase in nonperforming loans was primarily related to
deterioration in the commercial real estate and home equity lines of credit portfolios. At September 30, 2009,
nonperforming loans included 10 commercial real estate loans totaling $8.0 million, 2 multi-family loans totaling
$2.0 million, 3 commercial loans totaling $570,000, 6 home equity lines of credit totaling $1.4 million, 5 single-family
mortgage loans totaling $296,000 and 1 consumer loan totaling $26,000.
Individually impaired loans, which are included in nonperforming loans, totaled $11.2 million at September 30, 2009,
compared to $2.3 million at December 31, 2008. The amount of the ALLL specifically allocated to individually
impaired loans totaled $1.3 million at September 30, 2009, compared to $514,000 at December 31, 2008.
Net charge-offs totaled $4.1 million, or 7.04% of average loans on an annualized basis, during the three months ended
September 30, 2009, compared to net charge-offs of $85,000, or 0.15% of average loans on an annualized basis,
during the three months ended September 30, 2008. Net charge-offs during the three months ended September 30,
2009 included $3.6 million in commercial loans, including $3.5 million related to one borrower; $328,000 in
commercial real estate loans; $65,000 in home equity lines of credit; $99,000 in single-family mortgage loans; and
$9,000 in other consumer loans. Net charge-offs during the three months ended September 30, 2008 related primarily
to home equity lines of credit.
Noninterest income. Noninterest income increased $137,000, or 77.8%, and totaled $313,000 for the quarter ended
September 30, 2009, compared to $176,000 for the quarter ended September 30, 2008. The increase in noninterest
income was due to a $137,000 increase in net gains on sales of loans. The increase in net gains on sales of loans was a
result of an increase in mortgage loans originated for sale, from $5.8 million during the third quarter of 2008 to
$18.2 million during the third quarter of 2009, and a positive change in CFBank s internal pricing policies.
The increase in mortgage loan production was due to low mortgage interest rates which resulted from the Federal
Reserve Board reducing rates to historically low levels in the fourth quarter of 2008, and management s decision
during 2008 to increase CFBank s staff of professional mortgage loan originators, who have been successful in
increasing this business despite the current depressed condition of the housing market. The increase in mortgage loans
originated for sale did not result in a decline in the Bank s mortgage portfolio, which increased $1.6 million during the
nine months ended September 30, 2009.
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Noninterest expense. Noninterest expense for the quarter ended September 30, 2009 increased $195,000, or 10.5%,
and totaled $2.1 million, compared to $1.9 million for the quarter ended September 30, 2008. The increase in
noninterest expense during the three months ended September 30, 2009 was primarily due to an increase in salaries
and employee benefits and FDIC premiums. Salaries and employee benefits increased $142,000 during the three
months ended September 30, 2009 due to increased staffing levels and salary adjustments compared to the prior year
period. FDIC premiums increased $75,000 during the three months ended September 30, 2009 due to higher quarterly
assessment rates and increased deposit balances. A one-time FDIC credit issued to CFBank as a result of the Federal
Deposit Insurance Reform Act of 2005 reduced premiums in the prior year period.
On November 12, 2009, the FDIC Board of Directors approved a Notice of Proposed Rulemaking they had adopted
on September 29, 2009 that will require institutions to prepay, on December 31, 2009, their estimated quarterly
risk-based assessments for the fourth quarter of 2009, and all of 2010, 2011 and 2012. The assessment will be based
on a 5% annual growth rate in deposits from September 30, 2009, and include a 3 basis point increase in the
assessment rate beginning in 2011. The Company estimates that the prepaid assessment due on December 31, 2009
will be approximately $1.4 million, and will be expensed over the coverage period.
The ratio of noninterest expense to average assets was 2.85% for the quarter ended September 30, 2009, compared to
2.66% for the quarter ended September 30, 2008. The efficiency ratio was 84.21% for the quarter ended
September 30, 2009, compared to 76.42% for quarter ended September 30, 2008. The increase in both ratios was a
result of the increase in noninterest expense.
Income taxes. Income tax expense for the three months ended September 30, 2009 totaled $2.3 million compared to
$117,000 for the prior year period. The increase in the income tax expense was due to a $3.8 million valuation
allowance against the deferred tax asset, discussed previously.
Comparison of the Results of Operations for the Nine Months Ended September 30, 2009 and 2008
General. Net loss totaled $7.7 million for the nine months ended September 30, 2009, compared to net income of
$633,000 for the nine months ended September 30, 2008. The net loss for the nine months ended September 30, 2009
was substantially due to a $6.7 million provision for loan losses and $3.8 million valuation allowance related to the
deferred tax asset.
The $6.7 million provision for loan losses was recorded in response to adverse economic conditions affecting loan
performance, which resulted in an increase in nonperforming loans and loan charge-offs. Net loan charge-offs totaled
$5.1 million during the nine months ended September 30, 2009, and included $3.5 million related to the deterioration
in financial condition of a significant commercial loan customer. The net loan charge-offs reduced the Company s near
term estimates of future taxable income and the amount of the deferred tax asset primarily related to net operating loss
carryforwards considered realizable. The Company recorded a $3.8 million valuation allowance to reduce the carrying
amount of the deferred tax asset to zero at September 30, 2009.
Net interest income. Net interest income decreased $271,000, or 4.1%, and totaled $6.3 million for the nine months
ended September 30, 2009 compared to $6.5 million for the nine months ended September 30, 2008. Average
interest-earning assets increased $13.3 million for the nine months ended September 30, 2009 compared to the same
period in 2008, and included $7.2 million in CPP proceeds, as previously discussed. The average yield on
interest-earning assets decreased to 5.35% for the nine months ended September 30, 2009, compared to 6.49% for the
same period in 2008, due to a decline in market interest rates, an increase in nonperforming loans, and investment of
the CPP funds in short-term investments prior to contributing them as capital to CFBank in September 2009. The
decline in the average yield on interest-earning assets resulted in a 13.5% decrease in total interest income. The
average cost of interest-bearing liabilities also decreased, to 2.60% for the nine months ended September 30, 2009,
from 3.44% in the same period in 2008, due to a decline in market interest rates. The decrease in the average cost of
interest-bearing liabilities resulted in a 23.5% decrease in total interest expense. Net interest margin totaled 3.07% in
the nine months ended September 30, 2009, compared to 3.36% in the same period in 2008.
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Interest income. Interest income decreased $1.7 million, or 13.5%, to $10.9 million for the nine months ended
September 30, 2009, compared to $12.6 million for the nine months ended September 30, 2008. The decrease in
interest income was due to a decrease in income on loans and securities. Interest income on loans decreased
$1.5 million, or 13.6%, to $10.0 million for the nine months ended September 30, 2009, from $11.5 million in the nine
months ended September 30, 2008. The decrease in income on loans was due to a decline in the average yield on loan
partially offset by an increase in the average balance of loans outstanding. The average yield on loans decreased 105
bp to 5.61% in the nine months ended September 30, 2009, from 6.66% in the nine months ended September 30,
2008. The decline in yield was due to origination of new loans at lower market interest rates, lower reset rates on
existing adjustable rate loans, and an increase in nonperforming loans. The average balance of loans outstanding
increased $6.0 million, or 2.6%, to $236.8 million for the nine months ended September 30, 2009, compared to
$230.8 million for the nine months ended September 30, 2008. Interest income on securities decreased $154,000, or
15.1%, to $863,000 for the nine months ended September 30, 2009, from $1.0 million for the nine months ended
September 30, 2008. The decrease in income was primarily due to a decline in the average balance of securities,
slightly offset by an increase in the average yield on the portfolio. The average balance of securities decreased
$3.6 million, or 13.6%, to $23.0 million for the nine months ended September 30, 2009, from $26.6 million for the
nine months ended September 30, 2008. The decrease in the average balance of securities was due to current period
securities maturities and repayments in excess of purchases. The average yield on securities increased 2 bp to 5.19%
for the nine months ended September 30, 2009, from 5.17% for the nine months ended September 30, 2008.
Interest expense. Interest expense decreased $1.4 million, or 23.5%, to $4.6 million for the nine months ended
September 30, 2009, compared to $6.1 million for the nine months ended September 30, 2008. The decrease in
interest expense resulted from lower deposit and borrowing costs and a decrease in the average balance of borrowings,
partially offset by an increase in the average balance of deposits. Interest expense on deposits decreased $1.0 million,
or 21.1%, to $3.7 million for the nine months ended September 30, 2009, from $4.7 million for the nine months ended
September 30, 2008. The decrease in interest expense on deposits was due to a decline in the average cost of deposits,
partially offset by an increase in average deposit balances. The average cost of deposits decreased 94 bp to 2.46% in
the nine months ended September 30, 2009, from 3.40% in the nine months ended September 30, 2008, due to lower
market interest rates and reduced deposit pricing in the current year period. Average deposit balances increased
$17.0 million, or 9.2%, to $201.1 million for the nine months ended September 30, 2009, from $184.1 million for the
nine months ended September 30, 2008. The increase in average deposit balances was due to growth in money market
and checking account balances, partially offset by a decrease in certificate of deposit account balances. Interest
expense on FHLB advances and other debt, including subordinated debentures, decreased $436,000 to $955,000 for
the nine months ended September 30, 2009, from $1.4 million for the nine months ended September 30, 2008. The
decrease in interest expense on FHLB advances and other debt, including subordinated debentures, was due to a
decrease in the average cost of borrowings and the average balance of FHLB advances. The average cost of
borrowings, including subordinated debentures, declined 21 bp to 3.38% in the nine months ended September 30,
2009, from 3.59% in the nine months ended September 30, 2008. The decrease in cost of borrowings was the result of
lower market interest rates in the current year period. The average balance of FHLB advances decreased
$14.0 million, or 30.1%, to $32.5 million for the nine months ended September 30, 2009, from $46.5 million for the
nine months ended September 30, 2008. The decrease in the average balance was primarily due to repayment of
FHLB advances with funds from the growth in deposits and cash flows from the securities portfolio.
Provision for loan losses. The provision for loan losses totaled $6.7 million for the nine months ended September 30,
2009, compared to $667,000 for the nine months ended September 30, 2008. The increase in the provision for loan
losses in the current year period was due to a $3.5 million write-off of a single commercial loan balance during the
quarter ended September 30, 2009, and continued adverse economic conditions affecting loan performance, which
resulted in an increase in nonperforming loans and loan charge-offs, as previously discussed.
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Net charge-offs totaled $5.1 million, or 2.92% of average loans on an annualized basis, during the nine months ended
September 30, 2009, compared to net charge-offs of $306,000, or 0.18% of average loans on an annualized basis,
during the nine months ended September 30, 2008. Net charge-offs during the nine months ended September 30, 2009
included $3.8 million in commercial loans, including $3.5 million related to one borrower; $972,000 in commercial
real estate loans; $207,000 in home equity lines of credit; $162,000 in single-family mortgage loans; and $3 in other
consumer loans. Net charge-offs during the nine months ended September 30, 2008 related primarily to home equity
lines of credit.
Noninterest income. Noninterest income increased $316,000, or 54.1%, and totaled $900,000 for the nine months
ended September 30, 2009, compared to $584,000 for the nine months ended September 30, 2008. The increase in
noninterest income was primarily due to a $371,000 increase in net gains on sales of loans offset by a decrease in net
gains on sale of securities. The increase in net gains on sales of loans was a result of increased mortgage loans
originated for sale, from $21.7 million during the nine month ended September 30, 2008, to $51.7 million during the
nine months ended September 30, 2009. Prior year period net gains on sale of securities totaled $54,000 and included
a $23,000 gain recognized on the redemption of VISA, Inc. shares in the first quarter of 2008.
Noninterest expense. Noninterest expense for the nine months ended September 30, 2009 increased $845,000, or
15.2%, and totaled $6.4 million, compared to $5.6 million for the nine months ended September 30, 2008. The
increase in noninterest expense during the nine months ended September 30, 2009 was primarily due to an increase in
salaries and employee benefits, FDIC premiums and professional fees. Salaries and employee benefits increased
$240,000 due to increased staffing levels and salary adjustments compared to the prior year period. FDIC premiums
increased $398,000 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 of the Federal Deposit Insurance
Reform Act of 2005 reduced premiums in the prior year periods. Professional fees increased $269,000 due to legal
and accounting fees related to the investigation of certain deposit accounts associated with a third party payment
processor, which are no longer active, and legal fees related to nonperforming loans and regulatory filings.
The ratio of noninterest expense to average assets was 2.96% for the nine months ended September 30, 2009,
compared to 2.68% for the nine months ended September 30, 2008. The efficiency ratio was 89.62% for the nine
months ended September 30, 2009, compared to 78.91% for nine months ended September 30, 2008. The increase in
both ratios was a result of the increase in noninterest expense.
Income taxes. Income tax expense for the nine months ended September 30, 2009 totaled $1.8 million, compared to
$244,000 for the prior year period. The increase in the income tax expense was due to a $3.8 million valuation
allowance against the deferred tax asset, discussed previously.
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
audited consolidated financial statements in our 2008 Annual Report to Stockholders incorporated by reference into
our 2008 Annual Report on Form 10-K. Some of these accounting policies are considered to be critical accounting
policies, which are those policies that 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. We believe that the judgments, estimates and assumptions used in the preparation of the
consolidated financial statements are appropriate given the factual circumstances at the time.
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We have identified accounting policies that are critical accounting policies, and an understanding of these is necessary
to understand our financial statements. One critical accounting policy relates to determining the adequacy of the
ALLL. The ALLL Policy provides a thorough, disciplined and consistently applied process that incorporates
management s current judgments about the credit quality of the loan portfolio into determination of the ALLL in
accordance with generally accepted accounting principles and supervisory guidance. Management estimates the
required allowance balance using historical loan loss experience; the nature and volume of the loan portfolio and
segments of the portfolio; industry and loan concentrations; delinquency statistics and the level of nonperforming
loans; specific 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 collection strategies; current economic conditions and trends;
and other factors. Management believes that an adequate ALLL has been established. Additional information
regarding this policy is included in the previous section captioned Allowance for loan losses and in Notes 1 and 3 to
the consolidated financial statements in our 2008 Annual Report to Stockholders incorporated by reference into our
2008 Annual Report on Form 10-K.
Another critical accounting policy relates to valuation of the deferred tax asset for net operating losses. At year-end
2008, the Company had net operating loss carryforwards of approximately $2.9 million which expire at various dates
from 2024 to 2028. The net loan charge-offs during quarter ended September 30, 2009, which totaled $4.1 million,
and the declining margin associated with the increase in nonperforming loans, significantly reduced the Company s
near term estimates of future taxable income and the amount of the deferred tax asset primarily related to net operating
loss carryforwards considered realizable. As a result, a $3.8 million valuation allowance was recorded to reduce the
carrying amount of the deferred tax asset to zero at September 30, 2009. Additional information is included in the
previous section captioned Comparison of the Results of Operations for the Three Months Ended September 30, 2009
and 2008 General and in Notes 1 and 12 to the consolidated financial statements in our 2008 Annual Report to
Stockholders incorporated by reference into our 2008 Annual Report on Form 10-K.
Liquidity and Capital Resources
In general terms, liquidity is a measurement of ability to meet cash needs. The primary objective in liquidity
management is to maintain the ability to meet loan commitments and to repay deposits and other liabilities in
accordance with their terms without an adverse impact on current or future earnings. Principal sources of funds are
deposits, amortization and prepayments of loans, maturities, sales and principal receipts of securities available for
sale, borrowings and operations. While 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 sufficient liquidity to ensure its safe and sound operation. Thus,
adequate liquidity may vary depending on CFBank s overall asset/liability structure, market conditions, the activities
of competitors and the requirements of our own deposit and loan customers. Management believes that CFBank s
liquidity is sufficient to meet its current and anticipated needs and requirements.
Liquidity management is both a daily and long-term responsibility of management. We adjust our investments in
liquid assets, primarily cash, short-term investments and other assets that are widely traded in the secondary market,
based on our ongoing assessment of expected loan demand, deposit flows, yields available on interest-earning deposits
and securities and the objective of our asset/liability management program. In addition to liquid assets, we have other
sources of liquidity available including, but not limited to, access to advances from the FHLB, borrowings from the
Federal Reserve Bank of Cleveland (FRB), lines of credit with commercial banks, use of brokered deposits, the ability
to obtain deposits by offering above-market interest rates, CFBank s participation in the CDARS program, and the
FDIC s TAGP as previously discussed in the section captioned Deposits. At September 30, 2009, CFBank had
unused borrowing capacity with the FHLB, the FRB, and under its lines of credit aggregating $47.1 million.
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CFBank relies primarily on competitive rates, customer service and relationships with customers to retain deposits.
Based on our historical experience with deposit retention and current retention strategies, we believe that, although it
is not possible to predict future terms and conditions upon renewal, a significant portion of deposits will remain with
CFBank.

At September 30, 2009, CFBank exceeded all of its regulatory capital requirements to be considered well-capitalized
with a Tier 1 capital level of $26.3 million, or 9.5% of adjusted total assets, which exceeds the required level of
$13.9 million, or 5.0%; Tier 1 risk-based capital level of $26.3 million, or 11.4% of risk-weighted assets, which
exceeds the required level of $13.8 million, or 6.0%; and total risk-based capital of $29.2 million, or 12.7% of
risk-weighted assets, which exceeds the required level of $23.1 million, or 10.0%.
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Evaluation of disclosure controls and procedures. We maintain disclosure controls and procedures that are designed
to ensure that information required to be disclosed in our Securities Exchange Act of 1934 (Exchange Act) reports is
recorded, processed, summarized and reported within the time periods specified in the SEC s rules and forms, and that
such information is accumulated and communicated to our management, including our principal executive officer and
principal financial officer, as appropriate, to allow timely decisions regarding required disclosure. Management, with
the participation of our principal executive and financial officers, has evaluated the effectiveness of its disclosure
controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of the
end of the period covered by this report. Based on such evaluation, our principal executive officer and principal
financial officer have concluded that, as of the end of such period, our disclosure controls and procedures are effective
in recording, processing, summarizing and reporting, on a timely basis, information required to be disclosed by us in
the reports we file or submit under the Exchange Act.
Changes in internal control over financial reporting. We made no changes in our internal controls over financial
reporting or in other factors that could significantly affect these controls in the third quarter of 2009 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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Item 6. Exhibits.
See Exhibit Index at page 39 of this report on Form 10-Q.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

CENTRAL FEDERAL CORPORATION

Dated: November 16, 2009 By: /s/ Mark S. Allio
Mark S. Allio
Chairman of the Board, President and
Chief Executive Officer

Dated: November 16, 2009 By: /s/ Therese Ann Liutkus

Therese Ann Liutkus, CPA
Treasurer and Chief Financial Officer
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32

33

34
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Description of Exhibit

Certificate of Incorporation of the registrant (incorporated by reference to Exhibit 3.1 to the
registrant s Registration Statement on Form SB-2 No. 333-64089, filed with the Commission on
September 23, 1998)

Amendment to Certificate of Incorporation of the registrant (incorporated by reference to

Exhibit 3.2 to the registrant s Registration Statement on Form S-2 No. 333-129315, filed with the
Commission on October 28, 2005)

Second Amended and Restated Bylaws of the registrant (incorporated by reference to Exhibit 3.3
to the registrant s Form 10-K for the fiscal year ended December 31, 2007, filed with the
Commission on March 27, 2008)

Amendment to Certificate of Incorporation of the registrant (incorporated by reference to

Exhibit 3.4 to the registrant s Form 10-Q for the quarter ended June 30, 2009, filed with the
Commission on August 14, 2009)

Form of Stock Certificate of Central Federal Corporation (incorporated by reference to Exhibit 4.0
to the registrant s Registration Statement on Form SB-2 No. 333-64089, filed with the Commission
on September 23, 1998)

Certificate of Designations of Fixed Rate Cumulative Perpetual Preferred Stock, Series A, of
Central Federal Corporation (incorporated by reference to Exhibit 3.1 to the registrant s Current
Report on Form 8-K, filed with the Commission on December 5, 2008)

Warrant, dated December 5, 2008, to purchase shares of common stock of the Registrant
(incorporated by reference to Exhibit 4.1 to the registrant s Current Report on Form 8-K, filed with
the Commission on December 5, 2008)

Statement Re: Computation of Per Share Earnings

Rule 13a-14(a) Certifications of the Chief Executive Officer

Rule 13a-14(a) Certifications of the Chief Financial Officer

Section 1350 Certifications of the Chief Executive Officer and Chief Financial Officer
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