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FORWARD-LOOKING STATEMENTS  

Capitol Federal Financial (the “Company”), and its wholly-owned subsidiary, Capitol Federal Savings Bank (“Capitol
Federal Savings” or the “Bank”), may from time to time make written or oral “forward-looking statements”, including
statements contained in the Company’s filings with the Securities and Exchange Commission (“SEC”).  These
forward-looking statements may be included in this Annual Report on Form 10-K and the exhibits attached to it, in the
Company’s reports to stockholders and in other communications by the Company, which are made in good faith by us
pursuant to the “safe harbor” provisions of the Private Securities Litigation Reform Act of 1995.

These forward-looking statements include statements about our beliefs, plans, objectives, goals, expectations,
anticipations, estimates and intentions, that are subject to significant risks and uncertainties, and are subject to change
based on various factors, some of which are beyond our control.  The words “may”, “could”, “should”, “would”, “believe”,
“anticipate”, “estimate”, “expect”, “intend”, “plan” and similar expressions are intended to identify forward-looking statements.
The following factors, among others, could cause our future results to differ materially from the plans, objectives,
goals, expectations, anticipations, estimates and intentions expressed in the forward-looking statements:

• our ability to continue to maintain overhead costs at reasonable levels;
•our ability to continue to originate a significant volume of one- to four-family mortgage loans in our market area;

• our ability to acquire funds from or invest funds in wholesale or secondary markets;
• the future earnings and capital levels of the Bank, which could affect the ability of the Company to pay dividends in

accordance with its dividend policies;
• the credit risks of lending and investing activities, including changes in the level and direction of loan delinquencies

and write-offs and changes in estimates of the adequacy of the allowance for loan losses;
• the strength of the U.S. economy in general and the strength of the local economies in which we conduct operations;
• the effects of, and changes in, trade, monetary and fiscal policies and laws, including interest rate policies of the

Board of Governors of the Federal Reserve System;
• the effects of, and changes in, foreign and military policies of the United States Government;

• inflation, interest rate, market and monetary fluctuations;
• our ability to access cost-effective funding;

• the timely development of and acceptance of our new products and services and the perceived overall value of these
products and services by users, including the features, pricing and quality compared to competitors’ products and
services;

• the willingness of users to substitute competitors’ products and services for our products and services;
• our success in gaining regulatory approval of our products and services, when required;

• the impact of changes in financial services laws and regulations, including laws concerning taxes, banking,
securities and insurance;

• technological changes;
• acquisitions and dispositions;

• changes in consumer spending and saving habits; and
• our success at managing the risks involved in our business.

This list of important factors is not all inclusive.  We do not undertake to update any forward-looking statement,
whether written or oral, that may be made from time to time by or on behalf of the Company or the Bank.

PART I

As used in this Form 10-K, unless we specify otherwise, “the Company,” “we,” “us,” and “our” refer to Capitol Federal
Financial, a United States corporation. “Capitol Federal Savings,” and “the Bank,” refer to Capitol Federal Savings Bank,
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a federal savings bank and the wholly-owned subsidiary of Capitol Federal Financial. “MHC” refers to Capitol Federal
Savings Bank MHC, a mutual holding company and majority-owner of Capitol Federal Financial.
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Item 1.  Business

General

The Company is a federally chartered mid-tier mutual holding company incorporated in March 1999.  The Bank is a
wholly-owned subsidiary of the Company, which is majority-owned by MHC, a federally chartered mutual holding
company.  The Company’s common stock is traded on the Global Select tier of the NASDAQ Stock Market under the
symbol “CFFN.”

The Bank is the only operating subsidiary of the Company.  The Bank is a federally-chartered and insured savings
bank headquartered in Topeka, Kansas and is examined and regulated by the Office of Thrift Supervision (“OTS”), its
primary regulator.  It is also regulated by the Federal Deposit Insurance Corporation (“FDIC”).  We primarily serve the
entire metropolitan areas of Topeka, Wichita, Lawrence, Manhattan, Emporia and Salina, Kansas and a portion of the
metropolitan area of greater Kansas City through 29 traditional and nine in-store banking offices.  At September 30,
2007, we had total assets of $7.68 billion, deposits of $3.92 billion and total equity of $867.6 million.

We have been, and intend to continue to be, a community-oriented financial institution offering a variety of financial
services to meet the needs of the communities we serve.  We attract retail deposits from the general public and invest
those funds primarily in permanent loans secured by first mortgages on owner-occupied, one- to four-family
(“single-family") residences.  We also originate consumer loans, loans secured by first mortgages on
nonowner-occupied one- to four-family residences, permanent and construction loans secured by one- to four-family
residences, commercial real estate loans and multi-family real estate loans.  While our primary business is the
origination of one- to four-family mortgage loans funded through retail deposits, we also purchase one- to four-family
mortgage loans from correspondent lenders located within our market areas and select market areas in Missouri and
nationwide lenders, and invest in certain investment and mortgage-related securities funded through retail deposits and
advances from Federal Home Loan Bank Topeka (“FHLB”).  We may originate loans outside our market area on
occasion, and most of the whole loans we purchase are secured by properties located outside of our market area.

Our revenues are derived principally from interest on loans and mortgage-related securities and interest and dividends
on investment securities.  Our primary sources of funds are customer deposits, borrowings, scheduled amortization
and prepayments of mortgage loan and mortgage-backed securities principal and calls and maturities of investment
securities and funds provided by operations.

We offer a variety of deposit accounts having a wide range of interest rates and terms, which generally include savings
accounts, money market accounts, interest bearing and non-interest bearing checking accounts and certificates of
deposit with terms ranging from 91 days to 96 months.

Our executive offices are located at 700 South Kansas Avenue, Topeka, Kansas 66603, and our telephone number at
that address is (785) 235-1341.

Available Information

Our Internet website address is www.capfed.com.  Financial information, including our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports can be obtained free
of charge from our website.  These reports are available on our website as soon as reasonably practicable after they are
electronically filed with or furnished to the SEC.  These reports are also available on the SEC’s website at
http://www.sec.gov.

Market Area and Competition

Edgar Filing: CAPITOL FEDERAL FINANCIAL - Form 10-K

7



Our corporate office is located in Topeka, Kansas.  We have a network of 38 branches located in 8 counties
throughout the State of Kansas.  We operate in three primary market areas:  Johnson County, Kansas, the city of
Wichita, Kansas and the cities of Topeka and Lawrence, Kansas.  In addition to providing full service banking offices,
we also provide our customers telephone and Internet banking capabilities.  Management considers our strong retail
banking network, together with our reputation for financial strength and customer service, as our major strengths in
attracting and retaining customers in our market areas.

Johnson County, Kansas is located in the south central area of the Kansas City metropolitan area.  According to the
U.S. Census Bureau Population Estimates Program, Johnson County’s population increased approximately 14% from
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2000 to 2006.  Johnson County’s economy is well diversified.  The 2006 inflation-adjusted local median household
income in Johnson County was estimated to be $69 thousand compared to the estimated national average of $48
thousand and the estimated Kansas average of $45 thousand as reported by the U.S. Census Bureau. The Johnson
County market represents the greatest concentration of the Bank’s retail operations, both lending and deposit
gathering.  Approximately half of the Bank’s branches are located in the Johnson County market.  The Bank ranked
first in deposit market share in Johnson County, with an 11.12% market share based on the FDIC “Summary of
Deposits - Market Share Report” dated June 30, 2007.  The Bank continues to rank first in total deposit market share in
Johnson County, despite a slight decrease in market share due to the entrance of new competitors such as credit
unions, de novo institutions and increased banking locations by established financial institutions.   The Bank is
consistently one of the top three lenders in Johnson County with regard to loan volume.  We believe Johnson County’s
highly diversified economy reduces our potential to a downturn in one or a handful of economic sectors.

Wichita, which is located in Sedgwick County, is the largest city in Kansas.  The majority of the U.S. general aviation
aircraft is produced in Wichita.   The Bank has six branches located in Wichita. The Bank ranked seventh in deposit
market share in Wichita, with a 6.2% market share based on the FDIC “Summary of Deposits - Market Share Report”
dated June 30, 2007. The Bank’s market share percentage and overall market ranking in Wichita has decreased over the
past 5 years as a result of aggressive pricing by competitors and an increased number of financial institutions and
banking locations.  The decline in commercial airline and general aviation airplane sales following the 2001 terrorist
attacks on the United States has had an impact on the Wichita-area economy, but we have not felt the impact of that
downturn in the credit quality of our loan portfolio in Wichita.  We believe this is a result of the majority of families
having dual incomes and the gradual appreciation in home values in Wichita. The Bank is consistently one of the top
five lenders in Sedgwick County with regard to loan volume.

Topeka is the Kansas state capital and therefore houses numerous state agencies.  The University of Kansas is located
in Lawrence.  The Bank has six branches, including the home office, located in Topeka and four branches located in
Lawrence.  The Bank ranked first in deposit market share in Topeka and Lawrence combined, with a 30.2% market
share based on the FDIC “Summary of Deposits - Market Share Report” dated June 30, 2007.  The Bank continues to
rank first in market share percentage, despite a decrease in market share over the past 5 years.  The reason for the
decrease in market share is the same as in our other major market areas.  The Bank is consistently one of the top three
lenders in this market area with regard to loan volume.

Deposit market share is measured by total deposits, without consideration for type of deposit. We do not have
commercial deposit accounts because of our focus on retail deposits, while many of our competitors have both
commercial and retail deposits in their total deposit base.  This will tend to show the Bank with a smaller market share
compared to other institutions in our market areas.

We are one of the largest originators of one- to four-family mortgage loans in the state of Kansas.  Through our strong
relationships with real estate agents and marketing efforts which reflect our reputation and pricing, we attract
mortgage loan business from walk-in customers, customers that apply online, and existing customers.   Competition in
originating one- to four-family mortgage loans primarily comes from other savings institutions, commercial banks,
credit unions and mortgage bankers.  Other savings institutions, commercial banks, credit unions and finance
companies provide vigorous competition in consumer lending.

We purchase one- to four-family mortgage loans from correspondent lenders located within our market areas and
select market areas in Missouri and nationwide lenders.  Purchasing loans from nationwide lenders provides
geographic diversification, reducing our exposure to concentrations of credit risk.  At September 30, 2007 loans
purchased from nationwide lenders were secured by properties located in one of the continental 48 states, including
Kansas, and Washington, D.C.  At September 30, 2007, purchases from nationwide lenders in the following states
comprised greater than 5% of total loans purchased from nationwide lenders:  Illinois 13.6%; Florida 7.7%; Arizona
6.0%; Texas 5.8%, and Virginia 5.6%.
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Lending Activities

General.  The Bank’s primary lending activity is the origination of loans secured by first mortgages on one- to
four-family residential properties.  We also make consumer loans, construction loans secured by residential properties,
commercial properties and multi-family real estate loans secured by multi-family dwellings or commercial
properties.  At September 30, 2007, our net loan portfolio totaled $5.29 billion, which constituted 68.9% of our total
assets.  For a discussion of our market risk associated with loans see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations - Quantitative and Qualitative Disclosure about Market Risk” in the
Annual Report to Stockholders attached as Exhibit 13 to this Annual Report on Form 10-K.
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All originated loans are generated by our own employees or loan agents.  Loans over $500 thousand must be
underwritten by two senior level underwriters.  Any loan greater than $750 thousand must be approved by the Asset
and Liability Management Committee (“ALCO”) and loans over $1.5 million must be approved by the board of
directors.  For loans requiring ALCO and/or board of directors’ approval, management is responsible for presenting to
the ALCO and/or board of directors information about the creditworthiness of the borrower and the estimated value of
the subject property.  Information pertaining to the creditworthiness of the borrower generally consists of a summary
of the borrower’s credit history, employment stability, sources of income, net worth, and debt ratios.  The estimated
value of the property must be supported by an independent appraisal report prepared in accordance with our appraisal
policy.

Under the Financial Institutions Reform, Recovery, and Enforcement Act, the maximum amount which we could have
loaned to any one borrower and the borrower’s related entities at September 30, 2007 was $118.9 million.  Our largest
lending relationship to a single borrower or a group of related borrowers at September 30, 2007 consisted of 16
multi-family real estate projects, two single-family homes, and five commercial real estate projects located in Kansas
and Texas.  Total commitments and loans outstanding to this group of related borrowers was $50.6 million as of
September 30, 2007.  Most of the multi-family real estate loans qualify for the low income housing tax credit
program.  We have 30 years experience with this group of borrowers, who usually build and manage their own
properties.  All of these loans were current and performing in accordance with their repayment terms at September 30,
2007.

The second largest lending relationship at September 30, 2007, consisted of eight loans totaling $12.9 million.  Four
loans are secured by multi-family real estate units and four are secured by single-family homes.  We have 30 years of
experience with the borrowers.  All units were built and are presently being managed by the borrowers.  Each of the
loans to this group of borrowers was current and performing in accordance with repayment terms at September 30,
2007.
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Loan Portfolio.  The following table presents information concerning the composition of our loan portfolio in dollar
amounts and in percentages (before deductions for loans in process, net deferred fees and discounts and allowances for
losses) as of the dates indicated.

September 30,
2007 2006 2005 2004 2003

Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
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