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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 March 31, 2011
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 April 30, 2011, there were 4,127,798 shares of the registrant s Common Stock outstanding.
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CENTRAL FEDERAL CORPORATION
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands except per share data)

ASSETS

Cash and cash equivalents

Securities available for sale

Loans held for sale

Loans, net of allowance of $9,417 and $9,758
FHLB stock

Loan servicing rights

Foreclosed assets, net

Premises and equipment, net

Assets held for sale

Other intangible assets

Bank owned life insurance

Accrued interest receivable and other assets

(Unaudited)

LIABILITIES AND STOCKHOLDERS EQUITY

Deposits
Noninterest bearing
Interest bearing

Total deposits
Long-term FHLB advances
Other borrowings

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; aggregate liquidation value $7,408 in
2011, $7,225 in 2010 1,000,000 shares authorized; 7,225 shares issued
Common stock, $.01 par value, shares authorized; 12,000,000 shares issued;

4,686,331 in 2011 and 2010

Common stock warrant

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive income
Treasury stock, at cost; 558,533 shares

Table of Contents
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March 31,
2011
(unaudited)

$ 69,558
25,896
1,361
178,972
1,942
54
3,509
5,903
535

119
4,175
2,082

$ 294,106

$ 18,886
229,999

248,885
21,742
1,500
141
2,552
5,155

279,975

7,082

47

217

27,554
(18,131)

607
(3,245)

December 31,
2010

$ 34,275

28,798
1,953
190,767
1,942
57
4,509
6,016
535
129
4,143
2,108

$ 275,232

$ 20,392

206,989

227,381
23,942

213
2,552
5,155

259,243

7,069

47

217

27,542
(16,313)

672
(3,245)

5
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Total stockholders equity 14,131 15,989
$ 294,106 $ 275,232

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)

Interest and dividend income
Loans, including fees
Securities

FHLB stock dividends
Federal funds sold and other

Interest expense

Deposits

Long-term FHLB 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
Adpvertising and promotion

Table of Contents

(Unaudited)

Three months ended

March 31,
2011

$ 2,442 $
155
22
30

2,649

702
167
41

910

1,739

1,419

320

61
40

32
15

156

1,041
85
144
66
301
46
48

10

2010

3,146
196
22

8

3,372

919
184
40

1,143

2,229

748

1,481

70
150

240
33

510

1,053
68
155
93
206
26
59
28
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Telephone 22 24
Loan expenses 10 27
Foreclosed assets, net 33
Depreciation 114 131
FDIC premiums 175 149
Amortization of intangibles 10 10
OTS assessment 37 23
Other 48 54
2,190 2,106
Loss before income taxes (1,714) (115)
Income tax benefit (20)
Net loss (1,714) 95)
Preferred stock dividends and accretion of discount on preferred stock (104) (102)
Net loss attributable to common stockholders $ (1,818) % (197)
Loss per common share:

Basic $ 044) $ (0.05)
Diluted $ 044) $ (0.05)
See accompanying notes to consolidated financial statements.
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CENTRAL FEDERAL CORPORATION
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY
(Dollars in thousands except per share data)
(Unaudited)

Accumulated
Common Additional Other Total
Preferred Common Stock  Paid-In  Accumulate@omprehensivélreasury Stockholders
Stock  Stock Warrant Capital Deficit Income Stock Equity

Balance at January 1,2011 $ 7,069 $ 47 $ 217 $ 27,542 $ (16,313) $ 672 $ (3,245) $ 15,989

Comprehensive loss:

Net loss (1,714) (1,714)
Change in unrealized gain

(loss) on securities available

for sale (65) (65)

Total comprehensive loss (1,779)

Accretion of discount on

preferred stock 13 (13)
Release of 3,314 stock

based incentive plan shares,

net of forfeitures 8 8
Stock option expense, net of

forfeitures 4 4
Preferred stock dividends 91 (C2))]

Balance at March 31,2011 $ 7,082 $ 47 $§ 217 §$ 27554 § (18,131) $ 607 $(3,245) $ 14,131

See accompanying notes to consolidated financial statements.
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Preferred Common Stock

Stock
Balance at January 1, 2010 $ 7,021

Comprehensive loss:

Net loss

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

Total comprehensive loss

Accretion of discount on
preferred stock

Release of 1,372 stock
based incentive plan shares
Tax effect from vesting of
stock based incentive plan
shares

Stock option expense
Preferred stock dividends

12

Balance at March 31,2010 $ 7,033

CENTRAL FEDERAL CORPORATION
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY
(Dollars in thousands except per share data)

(Unaudited)

Retained Accumulated

Common Additional

Stock Warrant Capital

$ 47 $ 217 $ 27517 §$

(20)

$ 47 $ 217 $ 27,506 $

Earnings Other Total
Paid-In (Accumulatéddomprehensivélreasury Stockholders
Deficit) Income Stock Equity
(9,034) $ 704 $ (3,245) $§ 23,227
(95) (95)
(286) (286)
(381)
(12)
7
(20)
2
(90) (90)
(9,231) $ 418 $(3,245) $ 22,745

See accompanying notes to consolidated financial statements.
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CENTRAL FEDERAL CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)
(Unaudited)

Net loss

Adjustments to reconcile net loss to net cash from operating activities:
Provision for loan losses

Valuation gain on mortgage servicing rights

Depreciation

Amortization, net

Net realized gain on sale of securities

Originations of loans held for sale

Proceeds from sale of loans held for sale

Net gain on sale of loans

Stock-based compensation expense

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

Bank owned life insurance

Accrued interest receivable and other assets

Accrued interest payable and other liabilities

Net cash from operating activities

Cash flows from investing activities
Available-for-sale securities:

Sales

Maturities, prepayments and calls
Purchases

Loan originations and payments, net
Proceeds from sale of portfolio loans
Additions to 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
Repayments on long-term FHLB advances and other debt

Net change in advances by borrowers for taxes and insurance

Cash dividends paid on preferred stock

Net cash from financing activities

Net change in cash and cash equivalents

Table of Contents

Three months ended March 31,

2011
$ (1,714)
1,419
2
114
192
(12,499)
13,130

(40)
13

(32)
26
(103)

504

2,671
10,396

(1)
1,000

14,066
21,485
1,500
(2,200)
(72)
20,713

35,283

2010
95)
748

131

57
(240)
(15,802)

16,141
(150)

9
(20)

(33)
(58)
(164)

524

9,031
1,445
(12,572)
2,624
4,302
(15)

4,815

23,636

(2,065)

(6,000)
(86)
(90)

15,395

20,734

11
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Beginning cash and cash equivalents 34,275 2,973
Ending cash and cash equivalents $ 69,558 $ 23,707
Supplemental cash flow information:
Interest paid $ 823 $ 1,105
See accompanying notes to consolidated financial statements.
7
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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 (the Holding Company) and its wholly
owned subsidiaries, CFBank, Ghent Road, Inc., and Smith Ghent LLC, together with the Holding Company 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. The financial performance reported for the Company for the three months ended
March 31, 2011 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 Stockholders 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 2010 Annual Report that was filed as Exhibit 13.1 to the Company s Form
10-K for the year ended December 31, 2010. 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. Reclassifications did not impact prior period net loss or stockholders equity.
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 the stock warrant.

Three months ended March 31,

2011 2010
Basic
Net loss $ (1,714) $ 95)
Less: Preferred dividends and accretion of discount on preferred stock (104) (102)
Net loss allocated to unvested share-based payment awards 13
Net loss allocated to common stockholders $ (1,805) $ (197)
Weighted average common shares outstanding 4,098,266 4,095,217
Basic loss per common share $ (0.44) $ (0.05)
Diluted
Net loss allocated to common stockholders $ (1,805) $ (197)

Table of Contents 13
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Weighted average common shares outstanding for basic loss per common share 4,098,266 4,095,217
Add: Dilutive effects of assumed exercises of stock options
Add: Dilutive effects of assumed exercises of stock warrant

Average shares and dilutive potential common shares 4,098,266 4,095,217

Diluted loss per common share $ (0.44) $ (0.05)

Table of Contents 14
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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 loss per
common share because the Company reported a net loss for the periods presented.

Three months ended March 31,

2011 2010
Stock options 273,246 300,220
Stock warrant 336,568 336,568

Adoption of New Accounting Standards:
In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update

(ASU) No. 2010-06 to Fair Value Measurements and Disclosures (ASC 820), Improving Disclosures About Fair
Value Measurements. This ASU added new disclosures about transfers in and out of Level 1 and 2 fair value
measurements, clarified existing fair value disclosure requirements about the appropriate level of disaggregation, and
clarified that a description of valuation techniques and inputs used to measure fair value was required for recurring
and nonrecurring Level 2 and 3 fair value measurements. The new disclosures and clarifications of existing
disclosures for ASC 820 were effective for interim and annual reporting periods beginning after December 15, 2009.
Adoption of these disclosure provisions of the ASU had no impact on the Company s consolidated financial
statements. This ASU also required disclosures for Level 3 activity about purchases, sales, issuances, and settlements
be presented on a gross basis rather than as a net number, as previously permitted. These disclosures were effective for
fiscal years beginning after December 15, 2010, and for interim periods within those fiscal years. The adoption of
these disclosure provisions of the ASU did not have an impact on the Company s consolidated financial statements.

In July 2010, the FASB issued ASU No. 2010-20 to Receivables (ASC 310) Disclosures about the Credit Quality of
Financing Receivables and the Allowance for Credit Losses. This ASU added new disclosures designed to enhance
the transparency of an entity s allowance for loan and lease losses (ALLL), and the credit quality of its financing
receivables, and to increase the understanding of an entity s credit risk exposure and adequacy of the ALLL. The
required disclosures include the nature of the credit risk inherent in the loan portfolio, how the risk is analyzed and
assessed to determine the ALLL, and the changes and reasons for those changes in the ALLL. These disclosures were
effective for interim and annual reporting periods ending on or after December 15, 2010. The disclosures about
activity that occurs during a reporting period were effective for interim and annual reporting periods beginning on or
after December 15, 2010. The adoption of these disclosure provisions of the ASU did not have a material impact on
the Company s consolidated financial statements.

Effect of Newly Issued But Not Yet Effective Accounting Standards:

In April 2011 the FASB issued ASU No. 2011-02 to Receivables (ASC 310) A Creditors s Determination of Whether
a Restructuring is a Troubled debt Restructuring. This ASU provides guidance and clarification in evaluating whether
a restructuring constitutes a troubled debt restructuring, including a creditor s evaluation of whether it has granted a
concession, and also whether the debtor is experiencing financial difficulties. Further, this ASC states that a
restructuring of a debt constitutes a troubled debt restructuring if the creditor, for economic or legal reasons related to
the debtors financial difficulties, grants a concession to the debtor that it would not otherwise consider, and the
concession is granted by the creditor in an attempt to protect as much of its investment as possible. The amendments
in this update are effective for the first interim or annual reporting period beginning on or after June 15, 2011, and are
to be applied retrospectively to the beginning of the annual period of adoption. Management is currently reviewing the
guidance to determine the impact, if any, to the Company s consolidated financial statements.

Table of Contents 15
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 2 SECURITIES
The following table summarizes the amortized cost and fair value of the available-for-sale securities portfolio at
March 31, 2011 and December 31, 2010 and the corresponding amounts of unrealized gains and losses recognized in
accumulated other comprehensive income (loss) as follows:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
March 31, 2011
Issued by U.S. government-sponsored entities and
agencies:
Mortgage-backed securities  residential $ 1,739 $ 223 $ $ 1,962
Collateralized mortgage obligations 23,550 385 1 23,934
Total $ 25289 $ 608 $ 1 $ 25896
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
December 31, 2010
Issued by U.S. government-sponsored entities and
agencies:
Mortgage-backed securities  residential $ 1,884 $ 223 $ $ 2,107
Collateralized mortgage obligations 26,242 463 14 26,691
Total $ 28,126 $ 686 $ 14 $ 28,798

There was no other-than-temporary impairment recognized in accumulated other comprehensive income (loss) for
securities available for sale at March 31, 2011 or December 31, 2010.

The proceeds from sales and calls of securities and the associated gains for the three months ended March 31, 2010
are listed below. There were no proceeds from sales or calls of securities in the three months ended March 31, 2011.

Three months

ended
March 31, 2010
Proceeds $ 9,031
Gross gains 240

Gross losses
The tax expense related to the gains was $82 for the three months ended March 31, 2010.

10
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 2 SECURITIES (continued)
At March 31, 2011 and December 31, 2010, there were no debt securities contractually due at a single maturity date.
The amortized cost and fair value of mortgage-backed securities and collateralized mortgage obligations which do not
have a single maturity date, totaled $25,289 and $25,896 at March 31, 2011, and $28,126 and $28,798 at
December 31, 2010.
Fair value of securities pledged was as follows:

March 31, December 31,

2011 2010
Pledged as collateral for:
FHLB advances $ 10,409 $ 10,657
Public deposits 3,954 4,210
Customer repurchase agreements 4,925 2,465
Interest-rate swaps 1,499 1,589
Total $ 20,787 $ 18,921

At March 31, 2011 and December 31, 2010, there were no holdings of securities of any one issuer, other than U.S.
government-sponsored entities and agencies, in an amount greater than 10% of stockholders equity.

The following table summarizes securities with unrealized losses at March 31, 2011 and December 31, 2010
aggregated by major security type and length of time in a continuous unrealized loss position.

Less than 12 Months 12 Months or More Total

March 31, 2011 Unrealized Unrealized Unrealized
Fair Fair Fair
Description of Securities Value Loss Value Loss Value Loss
Issued by U.S.
government-sponsored entities
and agencies:
Collateralized mortgage
obligations $ 2,089 $ 1 $ $ $ 2,08 $ 1
Total temporarily impaired $ 2,089 $ 1 $ $ $ 2,089 $ 1
Less than 12 Months 12 Months or More Total

December 31, 2010 Unrealized

Fair Fair Unrealized Fair Unrealized
Description of Securities Value Loss Value Loss Value Loss
Issued by U.S.
government-sponsored entities
and agencies:
Collateralized mortgage
obligations $ 2091 $ 14 3 $ $ 2,001 $ 14
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Total temporarily impaired $ 2,091 $ $ $ $ 2,001 $ 14

Unrealized losses have not been recognized into income because the unrealized loss at both March 31, 2011 and
December 31, 2010 is related to one Ginnie Mae collateralized mortgage obligation, which carries the full faith and
credit guarantee of the U.S. government. Because the decline in fair value is attributable to changes in interest rates,
and not credit quality, and because the Company does not have the intent to sell the security and it is likely that it will
not be required to sell the security before its anticipated recovery, the Company does not consider this security to be
other-than-temporarily impaired at March 31, 2011.

11
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 3 LOANS
The following table presents the recorded investment in loans by portfolio segment. The recorded investment in loans
includes the principal balance outstanding, adjusted for purchase premiums and discounts, deferred loan fees and costs
and includes accrued interest.

March 31, December 31,

2011 2010
Commercial $ 35,523 $ 38,194
Real estate:
Single-family residential 21,966 23,273
Multi-family residential 33,240 35,308
Commercial 77,444 80,725
Construction 2,550 4,919
Consumer
Home equity lines of credit 16,158 16,316
Other 1,508 1,790
Subtotal 188,389 200,525
Less: ALLL (9,417) (9,758)
Loans, net $ 178,972 $ 190,767

Construction loans include $1,785 and $2,324 in single-family residential loans, and $765 and $2,595 in commercial
real estate loans, at March 31, 2011 and December 31, 2010 respectively.

12
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 3 LOANS (continued)
The ALLL is a valuation allowance for probable incurred credit losses in the loan portfolio based on management s
evaluation of various factors including past loan loss experience, the nature and volume of the portfolio, information
about specific borrower situations and estimated collateral values, economic conditions and other factors. A provision
for loan losses is charged to operations based on management s periodic evaluation of these and other pertinent factors
described in Note 1 of the Notes to Consolidated Financial Statements contained in the Company s 2010 Annual
Report that was filed as Exhibit 13.1 to the Company s Form 10-K for the year ended December 31, 2010.
The following table presents the activity in the ALLL by portfolio segment for the three months ended March 31,
2011:

Real Estate Consumer
Home
equity
Single- Multi- lines
of
Commercial family family CommercialConstruction credit Other  Total

Beginning balance $ 1,879 $ 241 $2520 $ 4719 $ 74 % 303 $ 22 $ 9,758
Provision for loan losses 1,705 3) 218 (372) 40) (104) 15 1,419
Charge-offs (500) (7)  (800) (500) (18) (1,825)
Recoveries 71 2 1 1 2 2 79
Reclass of ALLL on loan-related

commitments(! (14) (14)
Ending balance $ 3,041 $ 233 $1939 $ 3,848 $ 34 $ 201 $ 21 $ 9417

Activity in the ALLL for the three months ended March 31, 2010 was as follows:

Beginning balance $ 7,090
Provision for loan losses 748
Reclass of ALLL on loan-related commitments (1) (12)
Loans charged-off (523)
Recoveries 93
Ending balance $ 7,396

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

13
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 3 LOANS (continued)
The following table presents the balance in the ALLL and the recorded investment in loans by portfolio segment and
based on impairment method as of March 31, 2011:

Real Estate Consumer

Home

equity

lines of

Commerciflingle-familylulti-familyCommercialConstruction credit  Other Total

ALLL:
Ending allowance balance
attributable to loans:
Individually evaluated for
impairment $ 728 $ $ 759 $ 1,450 $ $ $ $ 2937
Collectively evaluated for
impairment 2,413 233 1,180 2,398 34 201 21 6,480
Total ending allowance
balance $ 3,141 $ 233§ 1939 § 3,848 $ 34 $ 201 $§ 21 $ 9417
Loans:
Individually evaluated for
impairment $ 1,639 $ $ 3,186 $ 3,741 $ $ 136 $ $ 8,702
Collectively evaluated for
impairment 33,884 21,966 30,054 73,703 2,550 16,022 1,508 179,687

Total ending loan balance $ 35,523 $21,966 $ 33,240 $ 77,444 $ 2,550 $16,158 $1,508 $ 188,389

14
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 3 LOANS (continued)
The following table presents the balance in the ALLL and the recorded investment in loans by portfolio segment and
based on impairment method as of December 31, 2010:

Real Estate Consumer

Home

equity

lines of

Commerciflingle-familylulti-familyCommercialConstruction credit  Other Total

ALLL:
Ending allowance balance
attributable to loans:
Individually evaluated for
impairment $ 332 $ $ 1,296 $ 1,276 $ $ $ $ 2,904
Collectively evaluated for
impairment 1,547 241 1,224 3,443 74 303 22 6,854
Total ending allowance
balance $ 1879 $ 241 $§ 2520 $ 4719 § 74 °$ 303§ 22§ 9,758
Loans:
Individually evaluated for
impairment $ 2223 $ 142 $ 3985 $ 4250 $ $ 138 $ $ 10,738
Collectively evaluated for
impairment 35,971 23,131 31,323 76,475 4919 16,178 1,790 189,787

Total ending loan balance $ 38,194 $23,273 $ 35,308 $ 80,725 $ 4919 $16,316 $1,790 $200,525

15
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CENTRAL FEDERAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 3 LOANS (continued)

(Dollars in thousands except per share data)

The following table presents loans individually evaluated for impairment by class of loans at March 31, 2011. The
unpaid principal balance is the contractual principal balance outstanding. The recorded investment is the unpaid
principal balance adjusted for partial charge-offs, purchase premiums and discounts, deferred loan fees and costs and
includes accrued interest. There was no cash-basis interest income recognized during the three months ended

March 31, 2011.

Unpaid Average Interest
Principal Recorded ALLL Recorded Income
Balance Investment Allocated Investment Recognized
With no related allowance
recorded:
Commercial $ 194 $ 144 $ $ 144 $
Real estate:
Single-family residential 95
Commercial:
Non-owner occupied 76 76 77
Land 806 694 694 10
Consumer:
Home equity lines of credit:
Originated for portfolio 136 136 137
Total with no allowance recorded 1,212 1,050 1,147 10
With an allowance recorded:
Commercial 2,643 1,495 728 1,862
Real estate:
Multi-family residential 3,996 3,186 759 3,719
Commercial:
Non-owner occupied 2,549 1,920 1,128 2,253
Owner occupied 1,054 1,051 322 1,051
Total with an allowance recorded 10,242 7,652 2,937 8,885
Total $ 11,454 $ 8,702 $ 2,937 $ 10,032 $ 10
16
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)

NOTE 3 LOANS (continued)

The following table presents loans individually evaluated for impairment by class of loans as of December 31, 2010:

With no related allowance recorded:
Commercial

Real estate:

Single-family residential
Commercial:

Owner occupied

Land

Consumer:

Home equity lines of credit:
Originated for portfolio

Total with no allowance recorded

With an allowance recorded:
Commercial

Real estate:

Multi-family residential
Commercial:

Non-owner occupied

Owner occupied

Total with an allowance recorded

Total

Unpaid
Principal

Balance
$ 937
461
78
695
138

2,309

2,035
3,996

2,551
1,055

9,637

$ 11,946

Recorded
Investment
$ 587
142
78
700
138

1,645

1,636
3,985

2,419
1,053

9,093

$ 10,738

ALLL
Allocated

332
1,296

1,244
32

2,904

2,904

Three months
ended
March 31, 2010

Average of individually impaired loans during the period 13,191
Interest income recognized during impairment 3
Cash-basis interest income recognized
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 3 LOANS (continued)
The following table presents the recorded investment in nonaccrual loans by class of loans:

March 31, December 31,
2011 2010

Commercial $ 1,639 $ 2,084
Real estate:
Single-family residential 331 266
Multi-family residential 3,186 3,986
Commercial:
Non-owner occupied 1,996 2,419
Owner occupied 1,051 1,131
Consumer:
Home equity lines of credit:
Originated for portfolio 136 161
Other consumer 2 10
Total $ 8,341 $ 10,057

Nonaccrual loans include both smaller balance single-family mortgage and consumer loans that are collectively
evaluated for impairment and individually classified impaired loans. There were no loans 90 days or more past due
and still accruing interest at March 31, 2011 or December 31, 2010.

The following table presents the aging of the recorded investment in past due loans as of March 31, 2011 by class of
loans:

Nonaccrual
30-59 60 - 89 Greater than Loans Not Loans Not
Days Days 90 Past Past
Days Past Total Past
Past Due Past Due Due Due Due Due
Commercial $ 76 $ $ 414 % 490 $ 35,033  $ 1,225
Real estate:
Single-family residential 1,103 285 327 1,715 20,251
Multi-family residential 2,427 3,186 5,613 27,627
Commercial:
Non-owner occupied 277 603 1,920 2,800 37,630 76
Owner occupied 1,051 1,051 30,150
Land 5,813
Construction 2,550
Consumer:
Home equity lines of
credit:
Originated for portfolio 12,857 136
Purchased for portfolio 224 224 3,077
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Other 31 2 33 1,475

Total $ 4,138 $ 888 §$ 6,900 $ 11,926 $ 176,463  $ 1,437
18
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

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

The following table presents the aging of the recorded investment in past due loans as of December 31, 2010 by class

of loans:
30-59 60 - 89 Greater than Loans Not Nonaccrual
Days Days 90 Past Loans
Days Past Total Past

Past Due Past Due Due Due Due Not Past Due
Commercial $ 449 % $ $ 449 % 37,745 % 1,635
Real estate:
Single-family residential 1,104 444 266 1,814 21,459
Multi-family residential 1,242 1,242 34,066 2,744
Commercial:
Non-owner occupied 1,188 2,419 3,607 36,687
Owner occupied 1,053 1,053 33,516 78
Land 5,862
Construction 4,919
Consumer:
Home equity lines of
credit:
Originated for portfolio 1 54 55 12,850 161
Purchased for portfolio 3,411
Other 23 41 64 1,726
Total $ 2,765 $ 539 % 4,980 $ 8284 % 192,241  $ 4,618

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

Nonaccrual troubled debt restructurings were as follows:

March 31,
2011
Commercial $ 1,163
Real estate:
Single-family residential
Multi-family residential 2,743
Total $ 3,906

December 31,

2010
$ 1,597
142

2,744

$ 4,483

The Company allocated $1,399 and $714 of specific reserves to loans whose terms have been modified in troubled
debt restructurings as of March 31, 2011 and December 31, 2010. The Company has not committed to lend additional
amounts as of March 31, 2011 or December 31, 2010 to customers with outstanding loans that are classified as

troubled debt restructurings.

Nonaccrual loans at March 31, 2011 and December 31, 2010, do not include $694 and $839, respectively, in troubled
debt restructurings where customers have established a sustained period of repayment performance, generally six
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months, loans are current according to their modified terms and repayment of the remaining contractual payments is
expected. These loans are included in impaired loan totals.
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 3 LOANS (continued)
Credit Quality Indicators:
The Company categorizes loans into risk categories based on relevant information about the ability of borrowers to
service their debt, such as current financial information, historical payment experience, credit documentation, public
information, and current economic trends, among other factors. Management analyzes loans individually by
classifying the loans as to credit risk. This analysis includes commercial, commercial real estate, and multi-family
loans. Groups of homogenous loans, such as single-family mortgage loans and consumer loans, are not risk-rated.
This analysis is performed on an ongoing basis. The following definitions are used for risk ratings:
Special Mention. Loans classified as special mention have a potential weakness that deserves management s close
attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the
loan or of CFBank s credit position at some future date.
Substandard. Loans classified as substandard are inadequately protected by the current net worth and paying capacity
of the obligor or of the collateral pledged, if any. Loans so classified have a well-defined weakness or weaknesses that
jeopardize the liquidation of the debt. They are characterized by the distinct possibility that there will be some loss if
the deficiencies are not corrected.
Doubtful. Loans classified as doubtful have all the weaknesses inherent in those classified as substandard, with the
added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts,
condition, and values, highly questionable and improbable.
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)

NOTE 3 LOANS (continued)

Loans not meeting the criteria to be classified into one of the above categories are considered to be pass-rated loans.
Loans listed as not rated are primarily groups of homogeneous loans. Past due information is the primary credit
indicator for groups of homogenous loans. The recorded investment in loans by risk category and by class of loans as
of March 31, 2011 and based on the most recent analysis performed follows. There were no loans rated doubtful at
March 31, 2011.

Special

Not Rated Pass Mention Substandard Total
Commercial $ 574 $ 25,379 $ 4,673 $ 4,897 $ 35,523
Real estate:
Single-family residential 21,635 331 21,966
Multi-family residential 19,702 4,602 8,936 33,240
Commercial:
Non-owner occupied 88 28,495 3,833 8,014 40,430
Owner occupied 464 23,566 5,451 1,720 31,201
Land 1,088 1,260 3,465 5,813
Construction 2,550 2,550
Consumer:
Home equity lines of credit:
Originated for portfolio 12,721 136 12,857
Purchased for portfolio 2,497 804 3,301
Other 1,506 2 1,508

$ 40,573 $ 100,952 $ 19,363 $ 27,501 $ 188,389
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 3 LOANS (continued)
The recorded investment in loans by risk category and by class of loans as of December 31, 2010 follows. There were
no loans rated doubtful at December 31, 2010.

Special

Not Rated Pass Mention Substandard Total
Commercial $ 473 $ 26,102 $ 6,281 $ 5,338 $ 38,194
Real estate:
Single-family residential 23,007 266 23,273
Multi-family residential 21,021 4,529 9,758 35,308
Commercial:
Non-owner occupied 91 27,412 4,247 8,544 40,294
Owner occupied 499 27,253 5,090 1,727 34,569
Land 1,089 1,985 2,788 5,862
Construction 4,919 4,919
Consumer:
Home equity lines of credit:
Originated for portfolio 12,744 161 12,905
Purchased for portfolio 2,572 839 3,411
Other 1,780 10 1,790

$ 427255 $ 108,692 $ 20,986 $ 28,592 $ 200,525

Management s loan review process includes the identification of substandard loans where accrual of interest continues
because the loans are under 90 days delinquent and/or the loans are well secured, a complete documentation review
had been performed, and the loans are in the active process of being collected, but the loans exhibit some type of
weakness that could lead to nonaccrual status in the future. At March 31, 2011, in addition to the nonperforming loans
discussed previously, twelve commercial loans totaling $3,258, six multi-family residential real estate loans totaling
$5,750 and eighteen commercial real estate loans totaling $10,152 were classified as substandard. At March 31, 2011,
three of these loans, totaling $2,504 were less than 90 days delinquent and the remaining loans were current. At
December 31, 2010, in addition to the nonperforming loans discussed previously, nine commercial loans totaling
$3,250, six multi-family residential real estate loans totaling $5,781 and eight commercial real estate loans totaling
$9,514 were classified as substandard. One of these loans, totaling $1,183 was delinquent at December 31, 2010 and
the remaining loans were current.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in thousands except per share data)
NOTE 4 FORECLOSED ASSETS

March 31, December 31,
2011 2010
Commercial $ $ 1,000
Commercial real estate 3,509 3,509
$ 3,509 $ 4,509

Foreclosed assets at March 31, 2011 and December 31, 2010 included three commercial real estate properties, while
foreclosed assets at December 31, 2010 also included inventory related to a commercial loan.
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE S FAIR VALUE
Fair value is the exchange price that would be received for an asset or paid to transfer a liability (exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants
on the measurement date. There are three levels of inputs that may be used to measure fair values:
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 company 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 the fair value of each type of asset
and liability:
Securities available for sale: 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).
Derivatives: The fair value of derivatives is based on valuation models using observable market data as of the
measurement date (Level 2).
Impaired loans: The fair value of impaired loans with specific allocations of the ALLL is generally based on recent
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
usually significant and typically result in a Level 3 classification of the inputs for determining fair value.
Loan servicing rights: Fair value is based on a valuation model that calculates the present value of estimated future net
servicing income (Level 2).
Loans held for sale: Loans held for sale are carried at fair value, as determined by outstanding commitments from
third party investors (Level 2).
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 5 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:

Financial Assets:

Securities available for sale:

Issued by U.S. government-sponsored entities and agencies:
Mortgage-backed securities residential

Collateralized mortgage obligations

Total securities available for sale

Loans held for sale

Yield maintenance provisions (embedded derivatives)

Interest rate lock commitments

Financial Liabilities:
Interest-rate swaps

Financial Assets:

Securities available for sale:

Issued by U.S. government-sponsored entities and agencies:
Mortgage-backed securities residential

Collateralized mortgage obligations

Table of Contents

Fair Value
Measurements at
March 31, 2011
Using Significant

Other
Observable Inputs
(Level 2)
1,962
23,934
25,896
1,361
673
25
673
Fair Value

Measurements at
December 31, 2010
Using Significant
Other
Observable Inputs
(Level 2)

2,107
26,691
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Total securities available for sale

Loans held for sale

Yield maintenance provisions (embedded derivatives)

Interest rate lock commitments

Financial Liabilities:
Interest-rate swaps

25

28,798

1,953

686

41

686

Table of Contents

35



Edgar Filing: CENTRAL FEDERAL CORP - Form 10-Q

Table of Contents

CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 5 FAIR VALUE (continued)
No assets or liabilities measured at fair value on a recurring basis were measured using Level 1 or Level 3 inputs at
March 31, 2011 or December 31, 2010.

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 March 31, 2011

Using
Significant
Other Significant
Observable Unobservable
Inputs Inputs
(Level 2) (Level 3)
Loan servicing rights $ 16
Impaired loans:
Commercial $ 756
Real estate:
Multi-family residential 2,427
Commercial:
Non-owner occupied 792
Owner occupied 728
Land 252
Total impaired loans $ 4,955

Fair Value Measurements at December 31,

2010 Using
Significant Other Significant
Observable Unobservable
Inputs Inputs
(Level 2) (Level 3)

Loan servicing rights $ 17

Impaired loans:

Commercial $ 1,591

Real estate:

Single-family residential 142
Multi-family residential 2,690
Commercial:

Non-owner occupied 1,176
Owner occupied 1,020
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At March 31, 2011 and December 31, 2010, the Company had no assets or liabilities measured at fair value on a
non-recurring basis that were measured using Level 1 inputs.
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 5 FAIR VALUE (continued)
Impaired loan servicing rights, which are carried at fair value, were carried at $16, which was made up of the
amortized cost of $19, net of a valuation allowance of $3 at March 31, 2011. At December 31, 2010, impaired loan
servicing rights were carried at $17, which was made up of the amortized cost of $22, net of a valuation allowance of
$5. There was a $2 increase in earnings with respect to servicing rights for the three months ended March 31, 2011.
There was no charge to earnings with respect to servicing rights for the three months ended March 31, 2010.
Impaired loans, carried at the fair value of the collateral for collateral dependent loans, had an unpaid principal
balance of $10,610, with a valuation allowance of $2,933, resulting in a $35 increase in the valuation allowance for
the quarter ended March 31, 2011. Impaired loans carried at the fair value of collateral had an unpaid principal
balance of $10,693 with a valuation allowance of $2,898 at December 31, 2010. For the quarter ended March 31, 2010
there was an additional provision of $1,549 recorded for impairment charges.
During the three months ended March 31, 2011, the Company did not have any significant transfers of assets or
liabilities between those measured using Level 1 or 2 inputs. The Company recognizes transfers of assets and
liabilities between Level 1 and 2 inputs based on the information relating to those assets and liabilities at the end of
the reporting period.
The carrying amounts and estimated fair values of financial instruments at March 31, 2011 and December 31, 2010
were as follows:

March 31, 2011 December 31, 2010

Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets
Cash and cash equivalents $ 69,558 $ 69,558 $ 34275 $ 34,275
Securities available for sale 25,896 25,896 28,798 28,798
Loans held for sale 1,361 1,361 1,953 1,953
Loans, net 178,972 182,657 190,767 194,970
FHLB stock 1,942 n/a 1,942 n/a
Accrued interest receivable 111 111 119 119
Yield maintenance provisions (embedded
derivatives) 673 673 686 686
Interest rate lock commitments 25 25 41 41
Financial liabilities
Deposits $ (248,885) $ (250,087) $ (227,381) $ (228,859)
FHLB advances (21,742) (22,350) (23,942) (24,656)
Other borrowings (1,500) (1,500)
Subordinated debentures (5,155) (2,690) (5,155) (2,653)
Accrued interest payable (278) (278) (191) (191)
Interest-rate swaps (673) (673) (686) (686)
27
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 5 FAIR VALUE (continued)
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 or deposits and for variable
rate loans with infrequent repricing or repricing limits, fair value is based on discounted cash flows using current
market rates applied to the estimated life and credit risk. Fair value of Federal Home Loan Bank (FHLB) advances
and other borrowings are based on current rates for similar financing. Fair value of subordinated debentures is based
on discounted cash flows using current market rates for similar 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.
NOTE 6 FHLB ADVANCES
Advances from the FHLB were as follows:

March 31, December 31,

Rate 2011 2010

Fixed-rate advances:

Maturing March 2011 190% $ $ 2,200
Maturing April 2011 2.88% 3,000 3,000
Maturing July 2011 3.85% 3,000 3,000
Maturing April 2012 2.30% 5,000 5,000
Maturing June 2012 2.05% 742 742
Maturing January 2014 3.12% 5,000 5,000
Maturing May 2014 3.06% 5,000 5,000
Total $ 21,742 $ 23,942

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

March 31, December 31,

2011 2010
First mortgage loans under a blanket lien arrangement $ 13,742 $ 14,922
Multi-family mortgage loans 10,594 10,670
Commercial real estate loans 1,968 1,985
Securities 10,409 10,657
Cash 800 800
Total $ 37,513 $ 39,034

Based on the collateral pledged to FHLB and CFBank s holdings of FHLB stock, CFBank was eligible to borrow up to
a total of $25,229 from the FHLB at March 31, 2011.
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CENTRAL FEDERAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 6 FHLB ADVANCES (continued)

Payment information
Payments over the next 5 years are as follows:

March 31, 2012 $ 6,000
March 31, 2013 5,742
March 31, 2014 5,000
March 31, 2015 5,000
Total $ 21,742

NOTE7 OTHER BORROWINGS

There were $1,500 of outstanding borrowings with the Federal Reserve Bank (FRB) at March 31, 2011, and no
outstanding borrowings with the FRB at December 31, 2010.

Assets pledged as collateral with the FRB were as follows:

March 31, December 31,
2011 2010
Commercial loans $ 9,604 $ 13,131
Commercial real estate loans 22,732 26,214
$ 32,426 $ 39,345

Based on the collateral pledged, CFBank was eligible to borrow up to $19,700 from the FRB at March 31, 2011. The
decline in the pledged loan balances for the period ended March 31, 2011 is related to a decline in eligible loans due to
principal reductions, payoffs and credit downgrades compared to December 31, 2010. In April 2011, CFBank was
notified by the FRB that, due to regulatory considerations, it was no longer eligible for borrowings under the FRB s
Primary Credit Program, but was only eligible to borrow under the FRB s Secondary Credit Program.

CFBank had a line of credit with one commercial bank, totaling $3.0 million at December 31, 2010, which was
terminated by the commercial bank in March 2011 due to CFBank s recent financial performance. At December 31,
2010 and at termination, there was no outstanding balance on this line of credit.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 8 SUBORDINATED DEBENTURES
In December 2003, Central Federal Capital Trust I, a trust formed by the Company, closed a pooled private offering of
5,000 trust preferred securities with a liquidation amount of $1 per security. The Company issued $5,155 of
subordinated debentures to the trust in exchange for ownership of all of the common stock of the trust and the
proceeds of the preferred securities sold by the trust. The Company is not considered the primary beneficiary of this
trust (variable interest entity); therefore, the trust is not consolidated in the Company s financial statements, but rather
the subordinated debentures are shown as a liability. The Company s investment in the common stock of the trust was
$155 and is included in other assets.
The Company may redeem the subordinated debentures, in whole or in part, in a principal amount with integral
multiples of $1, on or after December 30, 2008 at 100% of the principal amount, plus accrued and unpaid interest. The
subordinated debentures mature on December 30, 2033. The subordinated debentures are also redeemable in whole or
in part, from time to time, upon the occurrence of specific events defined within the trust indenture. There are no
required principal payments on the subordinated debentures over the next five years. The Company has the option to
defer interest payments on the subordinated debentures from time to time for a period not to exceed five consecutive
years. The Company s Board of Directors elected to defer interest payments beginning with the quarterly payment due
on December 31, 2010 in order to preserve cash at the Holding Company. Cumulative deferred interest payments
totaled $82 at March 31, 2011, and $40 at December 31, 2010.
The trust preferred securities and subordinated debentures have a variable rate of interest, reset quarterly, equal to the
three-month London Interbank Offered Rate (LIBOR) plus 2.85%. The total rate in effect was 3.16% at March 31,
2011, and 3.15% at December 31, 2010.
Pursuant to an agreement with the Office of Thrift Supervision (OTS) effective May 2010, the Holding Company may
not incur, issue, renew, redeem, or rollover any debt, or otherwise incur any additional debt, other than liabilities that
are incurred in the ordinary course of business to acquire goods and services, without the prior non-objection of the
OTS. Pursuant to a notice from the OTS dated October 20, 2010, the Holding Company may not pay interest on debt,
including the subordinated debentures, or commit to do so without the prior, written non-objection of the OTS.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
NOTE 9 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 was charged against income for those Plans was $13 and $9,
respectively, for the three months ended March 31, 2011 and 2010. The total income tax benefit was $3 for the three
months ended March 31, 2011 and 2010.
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, 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. 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 three 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. Management and other employee 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 (Treasury) yield curve in effect at the
time of the grant.
The fair value of the options granted during the three months ended March 31, 2011 was determined using the
following weighted-average assumptions as of the grant dates.

Three months

ended
March 31,
2011
Risk-free interest rate 2.98%
Expected term (years) 7
Expected stock price volatility 46%
Dividend yield 1.41%

There were no shares granted during the three months ended March 31, 2010.
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(Dollars in thousands except per share data)
NOTE 9 STOCK-BASED COMPENSATION (continued)
A summary of stock option activity in the Plans for the three months ended March 31, 2011 follows:

Weighted
Average
Remaining
Weighted Contractual
Average
Exercise Term Intrinsic
Shares Price (Years) Value
Outstanding at beginning of period 269,776 $ 6.04
Granted 6,300 1.70
Exercised
Expired
Canceled or forfeited (2,830) 7.08
Outstanding at end of period 273,246  $ 5.93 6.6 $
Expected to vest 109,420 $ 1.20 8.5 $
Exercisable at end of period 163,826 $ 9.08 4.7 $

During the three months ended March 31, 2011, there were 2,830 stock options canceled or forfeited. Previously
recognized expense associated with unvested forfeited shares is reversed.
Information related to the Plans during the three months ended March 31, 2011 and 2010 follows. There were no stock
options exercised during the three months ended March 31, 2011 or 2010.

Three months ended March 31,
2011 2010

Weighted average fair value of options granted $ 0.75 n/a
As of March 31, 2011, there was $21 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 1.6 years.
Substantially all of the 109,420 nonvested stock options at March 31, 2011 are expected to vest.

Restricted Stock Awards

The Plans permit the grant of restricted stock awards to directors, officers and employees. Compensation is recognized
over the vesting period of the 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
three years. There were 1,101,692 shares available to be issued under the Plans at March 31, 2011. There were no
shares issued during the three months ended March 31, 2011.
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NOTE 9 STOCK-BASED COMPENSATION (continued)
A summary of changes in the Company s nonvested restricted shares for the three months ended March 31, 2011
follows:

Weighted
Average
Grant-Date Fair
Shares Value
Nonvested at January 1, 2011 38,418 $ 1.54
Granted
Vested (2,418) 4.03
Forfeited
Nonvested at March 31, 2011 36,000 $ 1.38

As of March 31, 2011, there was $28 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 1.6 years. The total fair
value of shares vested during the three months ended March 31, 2011 and 2010 was $4 and $18, respectively.
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NOTE 10 PREFERRED STOCK
On December 5, 2008, in connection with the Troubled Asset Relief Program (TARP) Capital Purchase Program, the
Company issued to the Treasury 7,225 shares of Central Federal Corporation Fixed Rate Cumulative Perpetual
Preferred Stock, Series A (Preferred Stock) for $7,225. The Preferred Stock initially pays quarterly dividends at a five
percent annual rate, which increases to nine percent after February 14, 2013, on a liquidation preference of $1,000 per
share.
The Preferred Stock has preference over the Company s common stock with respect to the payment of dividends and
distribution of the Company s assets in the event of a liquidation or dissolution. Except in certain circumstances, the
holders of Preferred Stock have no voting rights. If any quarterly dividend payable on the Preferred Stock is in arrears
for six or more quarterly dividend periods (whether consecutive or not), the holders will be entitled to vote for the
election of two additional directors. These voting rights terminate when the Company has paid the dividends in full.
The Holding Company s Board of Directors elected to defer the dividends beginning with the dividend payable on
November 15, 2010 in order to preserve cash at the Holding Company. At March 31, 2011, two quarterly dividend
payments had been deferred. Cumulative deferred dividends totaled $183 at March 31, 2011 and $90 at December 31,
2010. Although deferred, the dividends have been accrued with an offsetting charge to accumulated deficit.
As required under the TARP Capital Purchase Program in connection with the sale of the Preferred Stock to Treasury,
dividend payments on, and repurchases of, the Company s outstanding preferred and common stock are subject to
certain restrictions. For as long as any Preferred Stock is outstanding, no dividends may be declared or paid on the
Company s outstanding common stock until all accrued and unpaid dividends on Preferred Stock are fully paid. In
addition, Treasury s consent is required on any increase in quarterly dividends declared on shares of common stock in
excess of $.05 per share before December 5, 2011, the third anniversary of the issuance of the Preferred Stock, unless
the Preferred Stock is redeemed by the Company or transferred in whole by Treasury. Further, Treasury s consent is
required for any repurchase of any equity securities or trust preferred securities, except for repurchases of Preferred
Stock or repurchases of common shares in connection with benefit plans consistent with past practice, before
December 5, 2011, the third anniversary of the issuance of the Preferred Stock, unless redeemed by the Company or
transferred in whole by Treasury.
As a recipient of funding under the TARP Capital Purchase Program, the Company must comply with the executive
compensation and corporate governance standards imposed by the American Recovery and Reinvestment Act of 2009
for as long as Treasury holds the above securities.
Pursuant to an agreement with the OTS effective May 2010, the Company may not declare, make, or pay any cash
dividends (including dividends on the Preferred Stock, or its common stock) or any other capital distributions, or
purchase, repurchase, or redeem, or commit to purchase, repurchase or redeem any equity stock without the prior
non-objection of the OTS.
NOTE 11 COMMON STOCK WARRANT
In connection with the issuance of the Preferred Stock, the Company also issued to Treasury a warrant to purchase
336,568 shares of the Company s common stock at an exercise price of $3.22 per share, which would represent an
aggregate investment, if exercised for cash, of approximately $1,100 in Company common stock. The exercise price
may be paid either by withholding a number of shares of common stock issuable upon exercise of the warrant equal to
the value of the aggregate exercise price of the warrant, determined by reference to the market price of the Company s
common stock on the trading day on which the warrant is exercised, or, if agreed to by the Company and the warrant
holder, by the payment of cash equal to the aggregate exercise price. The warrant may be exercised any time before
December 5, 2018.
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NOTE 12 REGULATORY MATTERS
CFBank is subject to regulatory capital requirements administered by federal banking agencies. Capital adequacy
guidelines and, additionally for banks, prompt corrective action regulations, involve quantitative measures of assets,
liabilities, and certain off-balance-sheet items calculated under regulatory accounting practices. Capital amounts and
classifications are also subject to qualitative judgments by regulators. Failure to meet capital requirements can initiate
regulatory action.
Prompt corrective action regulations provide five classifications: well capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized, and critically undercapitalized, although these terms are not used to
represent overall financial condition. If adequately capitalized, regulatory approval is required to accept brokered
deposits. If undercapitalized, capital distributions are limited, as is asset growth and expansion, and capital restoration
plans are required.
CFBank received a letter from the OTS dated March 15, 2011 notifying it that, without the approval or non-objection
of the OTS, CFBank: i) may not increase its total assets during any quarter in excess of interest credited on deposits
during the prior quarter; ii) may not add or replace a director, senior executive officer or change the responsibilities of
any senior executive officer; iii) may not make any golden parachute payment to its directors, officers or employees;
iv) may not enter into, renew, extend or revise any contractual arrangement regarding compensation with any senior
executive officer or director of the bank; v) may not enter into any significant arrangement or contract with a third
party service provider or any arrangement that is not in the ordinary course of business; or vi) may not declare or pay
any dividend or make any capital distribution.
At March 31, 2011, CFBank was well capitalized under the regulatory framework for prompt corrective action.
However, CFBank was requested by its regulators to provide a Capital Plan that established capital levels appropriate
for the risk characteristics of the Bank. In the Capital Plan, the board established 8% core capital and 13% total
risk-based capital levels. Due to losses, continued asset quality issues as evidenced by high levels of criticized and
classified loans, as well as nonperforming assets, at March 31, 2011 we did not meet the capital requirements of our
Capital Plan. OTS has authority to downgrade capital status in the event of regulatory concerns, and based on
CFBank s financial performance, we expect formal supervisory enforcement actions by OTS that could limit our
operations, impose restrictions on our ability to solicit deposits, including brokered deposits, and impact our financial
condition. We expect individual capital requirements substantially similar to those in our existing Capital Plan to be
imposed in addition to other regulatory restrictions.

35

Table of Contents 48



Edgar Filing: CENTRAL FEDERAL CORP - Form 10-Q

Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2011
Total Capital to risk weighted
assets

Tier 1 (Core) Capital to risk
weighted assets

Tier 1 (Core) Capital to
adjusted total assets

Tangible Capital to adjusted
total assets

CENTRAL FEDERAL CORPORATION

(Dollars in thousands except per share data)
NOTE 12 REGULATORY MATTERS (continued)
Actual and required capital amounts and ratios are presented below:

Actual
Amount Ratio
$ 18,827 10.60%
16,555 9.32%
16,555 5.68%
16,555 5.68%

36

For Capital
Adequacy Purposes
Amount Ratio
$ 14,203 8.00%
7,101 4.00%
11,664 4.00%
4,374 1.50%

To Be Well
Capitalized Under
Prompt Corrective
Action Regulations

Amount Ratio
$ 17,753 10.00%
10,652 6.00%
14,581 5.00%
N/A N/A
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(Dollars in thousands except per share data)
NOTE 12 REGULATORY MATTERS (continued)

To Be Well
Capitalized Under
For Capital Prompt Corrective
Actual Adequacy Purposes Action Regulations
Amount Ratio Amount Ratio Amount Ratio
December 31, 2010
Total Capital to risk weighted
assets $ 20,428 10.68% $ 15,296 80% $ 19,120 10.0%
Tier 1 (Core) Capital to risk
weighted assets 17,983 9.41% 7,648 4.0% 11,472 6.0%
Tier 1 (Core) Capital to
adjusted total assets 17,983 6.59% 10,909 4.0% 13,637 5.0%

Tangible Capital to adjusted

total assets 17,983 6.59% 4,091 1.5% N/A N/A
The Qualified Thrift Lender test requires at least 65% of assets be maintained in housing-related finance and other
specified areas. If this test is not met, limits are placed on growth, branching, new investments, FHLB advances and
dividends, or CFBank must convert to a commercial bank charter. Management believes that this test is met.

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

Dividend Restrictions

The Holding Company s principal source of funds for dividend payments is dividends received from CFBank. Banking
regulations limit the amount of dividends that may be paid without prior approval of regulatory agencies. Under these
regulations, the amount of dividends that may be paid in any calendar year is limited to the current year s net profits,
combined with the retained net profits of the preceding two years, subject to the capital requirements described above.
CFBank must receive OTS approval prior to any dividend payments. See Note 10  Preferred Stock for a description of
restrictions on the payment of dividends on the Company s common stock as a result of participation in the TARP
Capital Purchase Program and pursuant to a May 2010 agreement with OTS.

The Holding Company s available cash at March 31, 2011 is sufficient to cover operating expenses, at their current
level, for approximately one year. The Board of Directors elected 