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PART | -- FINANCIAL INFORMATION
Item 1. Financial Statements

CAPITOL FEDERAL FINANCIAL, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS (Unaudited)
(Dollars in thousands)

December 31, September 30,

2012 2012

ASSETS:
Cash and cash equivalents (includes interest-eqdeposits of $69,236 and $127,544) $ 105,187 141,705
Securities:

Available-for-sale (“AFS”) at estimated fair val(@mortized cost of $1,226,591 and $1,367,925) 1,259,392 1,406,844

Held-to-maturity (‘HTM”) at amortized cost (estineak fair value of $1,974,115 and $1,969,899) 1,902,228 1,887,947
Loans receivable, net (of allowance for credit ées§' ACL") of $10,477 and $11,100) 5,640,077 5,608,083
Bank-owned life insurance (“BOLI") 58,394 58,012
Capital stock of Federal Home Loan Bank (“FHLB™)cast 130,784 132,971
Accrued interest receivable 24,319 26,092
Premises and equipment, net 59,587 57,766
Other real estate owned (“OREQ”), net 6,259 8,047
Other assets 52,589 50,837
TOTAL ASSETS $ 9,238,786 $ 9,378,304
LIABILITIES:
Deposits $ 4,582,163 $ 4,550,643
Advances from FHLB, net 2,532,493 2,530,322
Repurchase agreements 365,000 365,000
Advance payments by borrowers for taxes and ingeran 23,818 55,642
Income taxes payable 9,079 918
Deferred income tax liabilities, net 23,267 25,042
Accounts payable and accrued expenses 33,015 44,279

Total liabilities 7,568,835 7,571,846

STOCKHOLDERS' EQUITY:
Preferred stock ($0.01 par value) 100,000,000 steuthorized; no shares issued or outstanding -- --
Common stock ($0.01 par value) 1,400,000,000 shardgwrized;

152,115,857 and 155,379,739 shares issued anduoditsg

as of December 31, 2012 and September 30, 20 aely 1,521 1,554
Additional paid-in capital 1,266,918 1,292,122
Unearned compensation, Employee Stock Ownership (FEE5OP”) (46,832) (47,575)
Retained earnings 427,942 536,150
Accumulated other comprehensive income (“AOCI"}, oletax 20,402 24,207

Total stockholders’ equity 1,669,951 1,806,458

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 9,238,386 $ 9,378,304

See accompanying notes to consolidated financisdsients.



CAPITOL FEDERAL FINANCIAL, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited)

INTEREST AND DIVIDEND INCOME:
Loans receivable
Mortgage-backed securities (“MBS”)
Investment securities
Capital stock of FHLB
Cash and cash equivalents

Total interest and dividend income

INTEREST EXPENSE:

FHLB advances

Deposits

Repurchase agreements
Total interest expense

NET INTEREST INCOME
PROVISION FOR CREDIT LOSSES

NET INTEREST INCOME AFTER
PROVISION FOR CREDIT LOSSES

OTHER INCOME:

Retail fees and charges

Insurance commissions

Loan fees

Income from BOLI

Other income, net
Total other income

(Dollars in thousands, except per share data)

For the Three Months Ended

December 31,

2012 2011
$ 58,467 $ 60,675
15,183 18,373
2,865 4,637
1,128 1,091
33 51
77,676 84,827
18,628 22,339
9,849 12,787
3,569 4,327
32,046 39,453
45,630 45,374
233 540
45,397 44,834
3,992 4,164
571 569
467 575
382 412
356 432
5,768 6,152
(Continued)



OTHER EXPENSES:
Salaries and employee benefits
Occupancy
Information technology and communications
Regulatory and outside services
Deposit and loan transaction costs
Federal insurance premium
Advertising and promotional
Other expenses, net
Total other expenses

INCOME BEFORE INCOME TAX EXPENSE
INCOME TAX EXPENSE

NET INCOME

Basic earnings per share
Diluted earnings per share
Dividends declared per share

Basic weighted average common shares
Diluted weighted average common shares

See accompanying notes to consolidated financ#isients.

For the Three Months Ended
December 31,

2012 2011
12,181 10,587
2,318 2,079
2,198 1,830
1,765 1,435
1,526 1,230
1,114 1,092
1,032 910
2,607 2,904
24,741 22,067
26,424 28,919
8,861 10,130
$ 17563 $ 18,789
$ 012 $ 0.12
$ 012 $ 0.12
$ 078 $ 0.18
147,882,707 161,922,633
147,882,809 161,930,727
(Concluded)



CAPITOL FEDERAL FINANCIAL, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (dundited)
(Dollars in thousands)

For the Three Months Ended
December 31,

2012 2011
Net incomu $ 17,563 $ 18,789
Other comprehensive income, net of tax:
Changes in unrealized holding losses on AFS séesiritet of
deferred income taxes of $2,313 and $115, respytiv (3,805) (256)
Comprehensive income $ 13,758 $ 18,533

See accompanying notes to consolidated financsdsients.



CAPITOL FEDERAL FINANCIAL, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENT OF STOCKHOLDERS'’ EQUITY (Uniited)
(Dollars in thousands, except per share data)

Additional Unearned Total
Common Paid-In Compensation Retained Stockholders’
Stock Capital ESOP Earnings AOCI Equity
Balance at October 1, 2012 $1554 $ 1,292,122 $ (47,575) $ 536,150 $ 24,207 $ 1,806,458
Netincome 17,563 17,563
Other comprehensive income, net of tax (3,805) (3,805)
ESOP activity, net 893 743 1,636
Restricted stock activity, net 149 149
Stock-based compensation 909 9209
Repurchase of common stock (33) (27,155) (11,469) (38,657)
Dividends on common stock to
stockholders ($0.78 per share) (114,302) (114,302)
Balance at December 31, 2012 $1521 $ 1,266,918 $ (46,832) $ 427,942 $ 20,402 $ 1,669,951

See accompanying notes to consolidated financ#sients.



CAPITOL FEDERAL FINANCIAL, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

(Dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net incom:

Adjustments to reconcile net income to net caskigea by
operating activities:
FHLB stock dividends
Provision for credit losses
Originations of loans receivable held-for-sale (‘ESl)
Proceeds from sales of LHFS
Amortization and accretion of premiums and discewnmt securities
Depreciation and amortization of premises and eqaigt
Amortization of deferred amounts related to FHL®a@ates, net
Common stock committed to be released for allocatiBSOP
Stock-based compensation

Changes in:
Prepaid federal insurance premium
Accrued interest receivable
Other assets, net
Income taxes payable/receivable
Accounts payable and accrued expenses

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of AFS securities
Purchase of HTM securities

Proceeds from calls, maturities and principal réidus of AFS securities
Proceeds from calls, maturities and principal réidas of HTM securities

Proceeds from the redemption of capital stock of BH
Purchases of capital stock of FHLB
Net increase in loarreceivable
Purchases of premises and equipment
Proceeds from sales of OREO
Net cash provided by investing activities

For the Three Months Ended
December 31,

2012 2011
17563 $ 18,789
(1,128) (1,091)

233 540
(1,364) (1,641)
1,320 1,595
2,294 2,065
1,257 1,199
2,171 1,842
1,636 1,533
909 53
987 964
1,773 1,031
(3,379) 70
8,848 6,998
(11,865) (4,995)
21,255 28,952
(204,142) (273,634)
(193,191) (149,706)
345,298 187,947
176,794 389,366
3,315 2,117
- (3,652)
(33,926) (77,848)
(2,118) (1,546)
3,430 2,330
95,460 75,374
(Continued)



CASH FLOWS FROM FINANCING ACTIVITIES:

Dividends paid

Deposits, net of withdrawals
Proceeds from borrowings
Repayments on borrowings

Change in advance payments by borrowers for taxeésnsurance

Repurchase of common stock

Net cash used in financing activities

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENS

CASH AND CASH EQUIVALENTS:

Beginning of period
End of period

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Income tax payments
Interest paymen

See accompanying notes to consolidated financisdsients.

For the Three Months Ended
December 31,

2012 2011
(114,302) (28,339)
31,520 5,971
334,150 250,000
(334,150) (250,000)

(31,824) (32,853)
(38,657) -
(153,263) (55,221)
(36,548) 49,105
141,705 121,070

$ 105,157 $ 170,175

12 $ 3,197

©| &~

30,60: $ 38,47

(Concluded)



Notes to Consolidated Financial Statements (Unaudit)

1. Summary of Significant Accounting Policies

Basis of Presentation - The accompanying consolidated financial statemehthe Company have been prepared in accordaitice
accounting principles generally accepted in thetdéthStates of America (“GAAP”) for interim finantiaformation and with the
instructions to Form 10-Q and Rule 10-01 of RegaoitaB-X. Accordingly, they do not include all ¢t information and footnotes
required by GAAP for complete financial statemeritsthe opinion of management, all adjustmentsi$egiing of normal recurring
adjustments) considered necessary for a fair ptasem have been included. These statements sheuldad in conjunction with the
consolidated financial statements and notes thémetaded in the Company’s Annual Report on ForrKlfor the fiscal year ended
September 30, 2012, filed with the Securities archBnge Commission (“SEC”"). Interim results arémecessarily indicative of
results for a full year.

In preparing the financial statements, managenser@quired to make estimates and assumptionsffieat the reported amounts of
assets and liabilities and disclosure of contingesets and liabilities at the date of the findratE@ements and revenues and expenses
during the reporting periods. The ACL is a sigrafit estimate that involves a high degree of coxitylend requires management to
make difficult and subjective judgments and assionptabout highly uncertain matters. The use fédint judgments and
assumptions could cause reported results to diffgificantly. In addition, bank regulators petically review the ACL of Capitol
Federal Savings Bank (the “Bank”). The bank regutahave the authority to require the Bank, ag ttaa require all banks, to
increase the ACL or recognize additional chargs-béfsed upon their judgments, which may differ fraemagement’s judgments.

Any increases in the ACL or recognition of addiabnharge-offs required by bank regulators coulteaskly affect the Company’s
financial condition and results of operations.

The consolidated financial statements include teants of the Company and its wholly-owned subsjidithe Bank. The Bank has
a wholly-owned subsidiary, Capitol Funds, Inc. @ag-unds, Inc. has a wholly-owned subsidiary, i@dg-ederal Mortgage
Reinsurance Company. All intercompany accountstengsactions have been eliminated in consolidation

Loans Receivable - Loans receivable that management has the iatahtbility to hold for the foreseeable future eagried at the
amount of unpaid principal, net of ACL, undisburseain funds, unamortized premiums and discount$ daferred loan origination
fees and costs. Net loan origination fees andsasd premiums and discounts are amortized as g@lcstments to interest income
using the level-yield method, adjusted for themated prepayment speeds of the related loans wimicable. Interest on loans is
credited to income as earned and accrued onlyeifngel collectible.

Endorsed loans Existing loan customers, whose loans have not belhto third parties, who have not been delinqoentheir
contractual loan payments during the previous 18th®and who are not currently in bankruptcy, hdéveeopportunity, for a cash
fee, to endorse their original loan terms to curtean terms being offered. The fee assessedfimrsing the mortgage loan is
deferred and amortized over the remaining lifeheféndorsed loan using the level-yield method amdflected as an adjustment to
interest income. Each endorsement is examined@anaby-loan basis and if the new loan terms reggmemore than a minor change
to the loan, then the unamortized balance of theepidorsement deferred fees and/or costs assowidtethe mortgage loan are
recognized in interest income at the time of théoesement. If the endorsement of terms does poésent more than a minor
change to the loan, then the unamortized balantteegire-endorsement deferred fees and/or costmuaerto be deferred.

Troubled debt restructurings (“TDRs™) For borrowers experiencing financial difficutighe Bank may grant a concession to the
borrower. Generally, the Bank grants a short-teayment concession to borrowers who are experigraciemporary cash flow
problem. The most frequently used concession tiedace the monthly payment amount for a perio@l twf 12 months, often by
requiring payments of only interest and escrowrtythis period, resulting in an extension of theurity date of the loan. For more
severe situations requiring long-term solutions, Bank also offers interest rate reductions toamnily-offered rates and more lengthy
extensions of the maturity date. The Bank doedargive principal or interest nor does it comnaiténd additional funds, except for
the capitalization of delinquent interest and/@res balances not to exceed the original loan lw&lato these borrowers.

Endorsed loans are classified as TDRs when cegtadelines for soft credit scores and/or estiméed-to-value (“LTV”) ratios are
not met. These guidelines are intended to identignges in the borrower’s credit condition sindgination, signifying the
borrower could be experiencing financial difficakiieven though the borrower has not been delinqurehis contractual loan
payment in the previous 12 months.

An aforementioned loan will be reported as a TDRI itrpays off, unless it has been restructuredrdnterest rate equal to or greater
than the rate the Bank was willing to accept atitine of the restructuring for a new loan with cargble risk, and has performed
under the new terms of the restructuring agreeffiegrat least 12 consecutive months.
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During July 2012, the Office of the Comptrollertbé Currency (“OCC”) provided guidance to the indysegarding loans that had
been discharged under Chapter 7 bankruptcy praogedihere the borrower has not reaffirmed the deled to the lender. The
OCC requires that these loans be reported as TieBardless of their delinquency status. Thesesl@alhbe reported as TDRs for
at least four years after the Chapter 7 dischaage. d

Delinquent loans A loan is considered delinquent when payment lsadeen received within 30 days of its contractiua date.

Nonaccrual loans The accrual of income on loans is discontinuednihterest or principal payments are 90 days ieas, until a
nonaccrual TDR has made six consecutive monthlyngsys per the restructured loan terms, or fora#tl®@2 months after the
discharge date for loans discharged under ChagianKruptcy proceedings where the borrower dideaffirm the debt. Loans on
which the accrual of income has been discontinuediasignated as nonaccrual and outstanding infer@gously credited beyond

90 days delinquent is reversed. A nonaccrual isaaturned to accrual status once the contrap@ahents have been made to bring
the loan less than 90 days past due or, in theafas@ DR, the borrower has made six consecutiyengats under the restructured
terms or 12 consecutive payments for loans disetaugder Chapter 7 bankruptcy proceedings wherbdthrewer did not reaffirm

the debt.

Impaired loans A loan is considered impaired when, based oreotiinformation and events, it is probable thatBank will be
unable to collect all amounts due, including priatiand interest, according to the contractual seofithe loan agreement. Interest
income on impaired loans is recognized in the pecialected unless the ultimate collection of pifpat is considered doubtful. The
following types of loans are reported as impaikehk: all nonaccrual loans, loans classified astandard, loans partially charged-
off, and all TDRs except those that have beenuetired to an interest rate equal to or greater tha rate the Bank was willing to
accept at the time of the restructuring for a neanlwith comparable risk, and has performed urtdenew terms of the restructuring
agreement for at least 12 consecutive months.

The majority of the Bank’s impaired loans are retdato one- to four-family properties. Impairedrieaelated to one- to four-family
properties are individually evaluated for loss witesloan becomes 180 days delinquent or at argy trmnagement has knowledge
of the existence of a potential loss to ensuretti@tarrying value of the loan is not in excestheffair value of the collateral, less
estimated selling costs.

Allowance for Credit Losses - The ACL represents management’s best estimateecdimount of inherent losses in the loan podfoli
as of the balance sheet date. Management's mddwydimr assessing the appropriateness of the A@lsists of an analysis
(“formula analysis”) model, along with analyzingveeal other factors. Management maintains the A€@baugh provisions for credit
losses that are charged to income.

For one- to four-family secured loans, losses herged-off when the loan is generally 180 dayshdelent. Losses are based on new
collateral values obtained through appraisals, ésismated costs to sell. Anticipated private g@ge insurance (“PMI”) proceeds

are taken into consideration when calculating ¢iss kmount. An updated appraisal is requestedraimum, every six months
thereafter that a purchased loan remains a cledsifiset and every 12 months thereafter that gimatéd loan remains 180 days or
more delinquent. If the Bank holds the first ardand mortgage, both loans are combined when dimguahether there is a

potential loss on the loan. Charge-offs for resthe-secured loans may also occur at any tinteiBank has knowledge of the
existence of a potential loss. For all other esgiite loans that are not secured by one- to fouilf property, losses are charged-off
when the collection of such amounts is unlikelyh& a non-real estate secured loan is 120 daysdelnt, any identified losses are
charged-off.

The Bank’s primary lending emphasis is the origoratind purchase of one- to four-family first mage loans on residential
properties and, to a lesser extent, second morigags on one- to four-family residential propestieesulting in a loan concentration
in residential mortgage loans. The Bank has aemnation of loans secured by residential proplextgted in Kansas and Missouri.
Based on the composition of the Bank’s loan pardfahe primary risk characteristics inherent ia tine- to four-family and
consumer loan portfolios are a decline in econaoitditions, elevated levels of unemployment or vedhployment, and declines in
residential real estate values. Any one or a coatlun of these events may adversely affect borrsvadgility to repay their loans,
resulting in increased delinquencies, non-perfognaissets, loan losses, and future loan loss pomasiAlthough the multi-family
and commercial loan portfolio is subject to the saisk of declines in economic conditions, the @tiynrisk characteristics inherent
in this portfolio include the ability of the borr@wto sustain sufficient cash flows from leasestantbntrol expenses to satisfy their
contractual debt payments, and/or the ability livetpersonal and/or business resources to paydbatractual debt payments if the
cash flows are not sufficient. Additionally, ifalBank were to repossess the secured collateeahufiti-family or commercial loan,
the pool of potential buyers is limited more thhattfor a residential property. Therefore, thelBapuld hold the property for an
extended period of time and/or potentially be fdrtee sell at a discounted price, resulting in adddl losses.
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Each quarter, a formula analysis is prepared whigitegates the loan portfolio into categories baseckrtain risk characteristics.
The categories include the following: one- to féamily loans; multi-family and commercial loans;nsmmer home equity loans; and
other consumer loans. Home equity loans with #mesunderlying collateral as a one- to four-fartolgn are combined with the
one- to four-family loan in the formula analysisdebto calculate a combined LTV ratio. Loans indially evaluated for loss are
excluded from the formula analysis model. The @aadeur-family loan portfolio and related home #@gloans are segregated into
additional categories based on the following ris&racteristics: originated or bulk purchased; egepayments (fixed-rate,
adjustable-rate, and interest-only); LTV ratiostrowver’s credit scores; and geographic locatiohe €ategories were derived by
management based on reviewing the historical pedace of the one- to four-family loan portfolio alaéting into consideration
current economic conditions, such as trends irdeggial real estate values in certain areas obfit&e and unemployment rates. The
geographic location category pertains primarilgéotain states in which the Bank has experienceasorable loan losses.

Quantitative loss factors are applied to each k&tagory in the formula analysis model based omi$terical loss experience for
each respective loan category. Each quarter, neamegt reviews the historical loss time periods atilizes the historical loss time
periods believed to be the most reflective of theent economic conditions and recent charge-gfeeience for each respective loan
category.

Qualitative loss factors are applied to each lagtegory in the formula analysis model. The quiitafactors for the one- to four-
family and consumer loan portfolios are: unemplogtrate trends; collateral value trends; creditet¢mends; and delinquent loan
trends. The qualitative factors for the multi-finand commercial loan portfolio are: unemploymeaie trends; credit score trends;
delinquent loan trends and other factors relatatigdigher risk level for this loan category. lAans are classified or become
delinquent, the qualitative loss factors increaadditionally, TDRs that have not been partiallyacfed-off are included in a
category within the formula analysis model withauerall higher qualitative loss factor than cor@sging performing loans, for the
life of the loan. The qualitative factors wereided by management based on a review of the histioperformance of the respective
loan portfolios and consideration of current ecoioconditions and their likely impact to the loaoriolio.

Management utilizes the formula analysis, alondnaitalyzing several other factors, when evaludtiegadequacy of the ACL.
Such factors include the trend and compositionetihdquent loans, results of foreclosed property stmatt sale transactions, charge-
off trends, the current status and trends of lacdl national economies (particularly levels of upkayment), trends and current
conditions in the real estate and housing marleid,loan portfolio growth and concentrations. 8itiee Bank’s loan portfolio is
primarily concentrated in one- to four-family resitate, management monitors residential real estatket value trends in the
Bank’s local market areas and geographic sectibtieedJ.S. by reference to various industry andketareports, economic releases
and surveys, and management’s general and spkedieledge of the real estate markets in which taekBends, in order to
determine what impact, if any, such trends may lwavthe level of ACL. Reviewing these factors stssmanagement in evaluating
the overall credit quality of the loan portfoliochthe reasonableness of the ACL on an ongoing basiswhether changes need to be
made to the Bank’s ACL methodology. Managementsée apply the ACL methodology in a consistent nexnhowever, the
methodology can be modified in response to changimglitions.

Assessing the adequacy of the ACL is inherentlyesative. Actual results could differ from estimat&s a result of changes in
economic or market conditions. Changes in estismetald result in a material change in the ACL tha opinion of management,
the ACL, when taken as a whole, is adequate torblesiimated losses inherent in the loan portfollmwever, future adjustments
may be necessary if loan portfolio performanceaanemic or market conditions differ substantiallygrh the conditions that existed
at the time of the initial determinations.

Recent Accounting Pronouncements - In June 2011, the Financial Accounting Stand®&uwlard (“FASB”) issued Accounting
Standard Update (*“ASU”) 2011-OByresentation of Comprehensive Incomvich revises how entities present comprehensive
income in their financial statements. The ASU iszpientities to report components of comprehernisiveme in either (1) a
continuous statement of comprehensive income am(@)eparate but consecutive statements. In@ncmus statement of
comprehensive income, an entity would be requioggrésent the components of the income statemeareaented today, along with
the components of other comprehensive incomehdnwo-statement approach, an entity would be redub present a statement
that is consistent with the income statement fonunsatd today, along with a second statement, whalidhimmediately follow the
income statement, that would include the componefntsher comprehensive income. The ASU does hange the items that an
entity must report in other comprehensive incorA8U 2011-05 was effective October 1, 2012 for tlen@any. The Company
elected the two-statement approach upon adoptidbabober 1, 2012 and applied the ASU retrospedgtifa all periods presented in
the financial statements.
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2. Earnings Per Share

The Company accounts for the shares acquired IBSGP and the shares awarded pursuant to itsctedtstock benefit plans in
accordance with Accounting Standard Codificatioh§C") 260, which requires that unvested restrictetk awards be treated as
participating securities in the computation of &g per share pursuant to the two-class methdldegscontain nonforfeitable rights
to dividends. The two-class method is an earnatigeation that determines earnings per sharedoh elass of common stock and
participating security. Shares acquired by the E&@ not considered in the basic average shatstmoding until the shares are
committed for allocation or vested to an employéedividual account.

For the Three Months Ended
December 31,

2012 2011
(Dollars in thousands, except per share data)

Net incom $ 17,563 $ 18,789
Income allocated to participating securities (uteésestricted stock) (60) --
Net income available to comm stockholders 17,503 18,789
Average common shares outstanding 147,881,207 161,921,133
Average committed ESOP shares outstanding 1,500 1,500
Total basic average common shares outstanding 147,882,707 161,922,633
Effect of dilutive restricted stock - 4,351
Effect of dilutive stock options 102 3,743
Total diluted average common shares outstanding 147,882,809 161,930,727
Net earnings per sha

Basic $ 0.12 $ 0.12

Diluted $ 0.12 $ 0.12
Antidilutive stock options and restricted stockclexied

from the diluted average common shares

outstanding calculation 2,471,473 897,136
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3. Securities

The following tables reflect the amortized costimated fair value, and gross unrealized gainslassks of AFS and HTM securities
at December 31, 2012 and September 30, 2012. &fwity of the MBS and investment portfolios arenpmsed of securities issued
by U.S. government-sponsored enterprises (“GSESs”).

December 31, 2012

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
(Dollars in thousands)
AFS:
GSE debentures $ 762,673 $ 3,401 $ 545 $ 765,529
MBS 459,706 30,314 1 490,019
Trust preferred securities 2,900 -- 436 2,464
Municipal bonds 1,312 68 -- 1,380
1,226,591 33,783 982 1,259,392
HTM:
MBS 1,834,168 71,384 1,123 1,904,429
Municipal bonds 43,067 1,549 6 44,610
GSE debentures 24,993 83 -- 25,076
1,902,228 73,016 1,129 1,974,115
$ 3,128,819 $ 106,799 $ 2,111 $ 3,233,507
September 30, 2012
Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
(Dollars in thousands)
AFS:
GSE debentures $ 857,409 $ 4,317 $ 2 $ 861,724
MBS 505,169 35,137 -- 540,306
Municipal bonds 2,435 81 -- 2,516
Trust preferred securities 2,912 -- 614 2,298
1,367,925 39,535 616 1,406,844
HTM:
MBS 1,792,636 79,883 -- 1,872,519
GSE debentures 49,977 247 -- 50,224
Municipal bonds 45,334 1,822 -- 47,156
1,887,947 81,952 -- 1,969,899
$ 3255872 $ 121,487 $ 616 $ 3,376,743
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The following tables summarize the estimated falug and gross unrealized losses of those secuoitievhich an unrealized loss at
December 31, 2012 and September 30, 2012 was eejpantd the continuous unrealized loss positiomfdeast 12 months or less
than 12 months as of December 31, 2012 and Septe3@b2012.

December 31, 2012

Less Than Equal to or Greater
12 Months Than 12 Months
Estimated Unrealized Estimated Unrealized
Count Fair Value Losses Count Fair Value Losses
(Dollars in thousands)
AFS:
GSE debentures 6 $ 138,605 $ 545 - $ -- $ -
MBS 1 37 1 -- -- --
Trust preferred securities - -- -- 1 2,464 436
7 $ 138,642 % 546 1 3 2,464 $ 436
HTM:
MBS 9 $ 188,944 $ 1,123 - % - $ -
Municipal bonds 2 977 6 -- -- --
GSE debentures -- -- -- -- -- --
11 $ 189,921 $ 1,129 - $ -- $ -

September 30, 2012

Less Than Equal to or Greater
12 Months Than 12 Months
Estimated Unrealized Estimated Unrealized
Count Fair Value Losses Count Fair Value Losses
(Dollars in thousands)
AFS:
GSE debentures 2 $ 42,733 % 2 - % -- $ -
MBS -- -- -- -- -- --
Trust preferred securities - -- -- 1 2,298 614
2 $ 42,733 % 2 1 3 2,298 $ 614
HTM:
MBS -- $ -- $ -- - $ - $ -
Municipal bonds -- -- -- -- -- --
GSE debentures -- -- -- -- -- --
-- $ -- $ -- - % -- $ --

On a quarterly basis, management conducts a famaew of securities for the presence of an othanttemporary impairment.
Management assesses whether an other-than-tempogzaiyment is present when the fair value of augggis less than its
amortized cost basis at the balance sheet datesu€b securities, other-than-temporary impairnienbnsidered to have occurred if
the Company intends to sell the security, if itnisre likely than not the Company will be requiredsell the security before recovery
of its amortized cost basis, or if the present @afiexpected cash flows is not sufficient to remahe entire amortized cost.
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The unrealized losses at December 31, 2012 araplyna result of increases in market yields frdma time of purchase. In general,
as market yields rise, the fair value of securitidsdecrease; as market yields fall, the fairueabf securities will increase.
Management generally views changes in fair valused by changes in interest rates as temporamngftre, these securities have
not been classified as other-than-temporarily imgzhi Additionally, the impairment is also conselktemporary because scheduled
coupon payments have been made, it is anticipatgdtie entire principal balance will be collecésdscheduled, and management
neither intends to sell the securities, nor isdrenlikely than not that the Company will be reedito sell the securities before the
recovery of the remaining amortized cost amounickvbould be at maturity. The unrealized losseSegittember 30, 2012 are
primarily a result of a decrease in the creditngtf the Bank’s trust preferred security sincetithree of purchase. Management
reviews the underlying cash flows of this secueoitya quarterly basis. As of December 31, 2012Semtember 30, 2012, the
analysis indicated the present value of future etqubcash flows are adequate to recover the aemim@tized cost. Management
neither intends to sell this security, nor is itreabkely than not that the Company will be reqdite sell the security before the
recovery of the remaining amortized cost amounickvbould be at maturity. As a result of the asaydiscussed above,
management does not believe any other-than-tempinaairments exist at December 31, 2012, nor digat September 30, 2012.

The amortized cost and estimated fair value of isééesi by remaining contractual maturity withoutnsideration for call features or
pre-refunding dates as of December 31, 2012 angrsbelow. Actual maturities of MBS may differ frooontractual maturities
because borrowers have the right to prepay obtigatigenerally without penalties. As of DecemlierZ012, the amortized cost of
the securities in our portfolio which are callablehave pre-refunding dates within one year tot§8@8.9 million. Maturities of
MBS depend on the repayment characteristics anerexqee of the underlying financial instrumentssuers of certain investment
securities have the right to call and prepay oliligs with or without prepayment penalties.

AFS HTM
Estimated Estimated
Amortized Fair Amortized Fair
Cost Value Cost Value
(Dollars in thousands)
One year or less $ 191 $ 195 $ 5,136 $ 5,181
One year through five years 639,588 643,338 54,557 55,836
Five years through ten years 267,606 278,305 390,391 404,936
Ten years and thereafter 319,206 337,554 1,452,144 1,508,162
$ 1,226,591 $ 1,259,392  $ 1,902,228  $ 1,974,115

The following table presents the carrying valu¢hef MBS in our portfolio by issuer as of the datelicated.

December 31, 2012 September 30, 2012

(Dollars in thousands)
Federal National Mortgage Association (“FNMA”) $ 1,358,418 $ 1,324,293
Federal Home Loan Mortgage Corporation (“FHLMC") 789,337 824,197
Government National Mortgage Association 176,124 183,778
Private Issuer 308 674
$ 2,324,187 $ 2,332,942

The following table presents the taxable and naaife components of interest income on investmecurities for the time periods
indicated.

For the Three Months Ended
December 31,

2012 2011
(Dollars in thousands)
Taxable $ 2539 $ 4,196
Nonr-taxable 326 441
$ 2,865 $ 4,637
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The following table summarizes the amortized cost estimated fair value of securities pledged dateval as of the dates
indicated.

December 31, 2012 September 30, 2012
Estimated Estimated
Amortized Fair Amortized Fair
Cost Value Cost Value
(Dollars in thousands)

Repurchase agreements $ 400,529 $ 426,106 $ 400,827 $ 427,864
Public unit deposits 217,839 228,423 219,913 232,514
Federal Reserve Bank 45,952 48,053 49,472 52,122
$ 664,320 $ 702,582 $ 670,212 $ 712,500

4. Loans Receivable and Allowance for Credit Logs

Loans receivable, net at December 31, 2012 andeBéyetr 30, 2012 is summarized as follows:

December 31, 2012 September 30, 2012
(Dollars in thousands)

Real estate loans:

One- to four-family $ 5,429,556 % 5,392,429
Multi-family and commercial 46,815 48,623
Construction 60,975 52,254

Total real estate loans 5,537,346 5,493,306

Consumer loans:

Home equity 144,121 149,321
Other 6,426 6,529
Total consumer loans 150,547 155,850
Total loans receivable 5,687,893 5,649,156

Less:
Undisbursed loan funds 30,843 22,874
ACL 10,477 11,100
Discounts/unearned loan fees 21,864 21,468
Premiums/deferred costs (15,368) (14,369)
$ 5,640,077 $ 5,608,083

Lending Practices and Underwriting Standards - Originating and purchasing loans secured by anéur-family residential
properties is the Bank’s primary lending businessulting in a loan concentration in residentiedtfimortgage loans. The Bank
purchases one- to four-family loans, on a loandanlbasis, from a select group of correspondendelanocated generally
throughout the central, eastern, and southern WiSitates. As a result of originating loans in lotanches, along with the
correspondent lenders in our local markets, thekBes a concentration of loans secured by realgstpfocated in Kansas and
Missouri. Additionally, the Bank periodically purases whole one- to four-family loans in bulk pagsfrom nationwide and
correspondent lenders. The Bank also makes comdaares, construction loans secured by resideatiasbmmercial properties, and
real estate loans secured by multi-family dwellings
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One- to four-family loans One- to four-family loans are underwritten mahuar by using an internal loan origination auto-
underwriting method. The method closely resemtllesBank’s manual underwriting standards whichganeerally in accordance
with FHLMC and FNMA manual underwriting guideline$he method includes, but is not limited to, arpbasis on credit scoring,
qualifying ratios reflecting the applicant’s ahjliio repay, asset reserves, LTV ratio, propertg, @cupancy type. Full
documentation to support the applicant’s credipine, and sufficient funds to cover all applicaleles and reserves at closing are
required on all loans. Loans that do not meettitemated underwriting standards are referredstafbunderwriter for manual
underwriting. Properties securing one- to fourdfgrioans are appraised by either staff appraieefee appraisers, both of which are
independent of the loan origination function.

The underwriting standards for loans purchased fromespondent and nationwide lenders are genesiatijar to the Bank’s
internal underwriting standards. The underwritiigorrespondent loans is generally performed kyBhAnk’s underwriters. Before
committing to a bulk loan purchase, the Bank’s €bh@anding Officer or Secondary Marketing Manageriegs specific criteria such
as loan amount, credit scores, LTV ratios, geogcapleation, and debt ratios of each loan in thelpdf the specific criteria do not
meet the Bank’s underwriting standards and compigigstactors are not sufficient, then a loan wil temoved from the population.
Before the bulk loan purchase is funded, an inteBaak underwriter or a third party reviews at lE25% of the loan files to confirm
loan terms, credit scores, debt service ratiogemty appraisals, and other underwriting relatecuideentation. For the tables within
Note 4, correspondent loans are included with paigd loans, and bulk loan purchases are repostpdrahased loans.

The Bank also originates construction-to-permataanris secured by one- to four-family residential estate. The majority of the
one- to four-family construction loans are securggroperty located within the Bank's Kansas Citgrket area. Construction loans
are obtained by homeowners who will occupy the priypwhen construction is complete. Constructaamk to builders for
speculative purposes are not permitted. The agjit process includes submission of complete ppecifications, and costs of
the project to be constructed. All constructioarle are manually underwritten using the Bank'srireteunderwriting standards.
Construction draw requests and the supporting deotetion are reviewed and approved by managenidre.Bank also performs
regular documented inspections of the construgirofect to ensure the funds are being used fointeaded purpose and the project
is being completed according to the plans and fipattons provided.

Multi-family and commercial loansThe Bank’s multi-family and commercial real ¢stbbans are originated by the Bank or are in
participation with a lead bank. These loans aemtgd based on the income producing potentialeptbperty and the financial
strength of the borrower. At the time of origimaj LTV ratios on multi-family and commercial resdtate loans cannot exceed 80%
of the appraised value of the property securingadbas. The net operating income, which is theine derived from the operation
of the property less all operating expenses, meistiufficient to cover the payments related to thstanding debt at the time of
origination. The Bank generally requires persauerantees of the borrowers covering a portiomefdebt in addition to the
security property as collateral for these loanppraisals on properties securing these loans aferped by independent state
certified fee appraisers.

Consumer loansThe Bank offers a variety of secured consumer loactuding home equity loans and lines of crelditme
improvement loans, auto loans, and loans securedlings deposits. The Bank also originates a limited amount of unsecured
loans. The Bank does not originate any consunars@n an indirect basis, such as contracts pwedtasm retailers of goods or
services which have extended credit to their custsmThe majority of the consumer loan portfoi@domprised of home equity lines
of credit.

The underwriting standards for consumer loans thela determination of the applicant’s payment hjstm other debts and an
assessment of the applicant’s ability to meet xgsbbligations and payments on the proposed l@dthough creditworthiness of
the applicant is a primary consideration, the umiéing process also includes a comparison of thleer of the security in relation to
the proposed loan amount.

Credit quality indicators— Based on the Bank’s lending emphasis and undéngiidtandards, management has segmented the loan
portfolio into three segments: 1) one- to four-fgnwans; 2) consumer loans; and 3) multi-familgla@mmercial loans. The one- to
four-family and consumer segments are further gedupto classes for purposes of providing disagapestjinformation about the
credit quality of the loan portfolio. The classee: one- to four-family loans — originated, otwefour-family loans — purchased,
consumer loans — home equity, and consumer loatiser.

The Bank’s primary credit quality indicators foetbne- to four-family loan and consumer — hometgdaan portfolios are
delinquency status, asset classifications, LT\bgatind borrower credit scores. The Bank’s princaggit quality indicators for the
multi-family and commercial loan and consumer -eotloan portfolios are delinquency status and adassifications.
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The following table presents the recorded investroéioans, defined as the unpaid principal balasfca loan (net of unadvanced
funds related to loans in process and charge-witf)sive of unearned loan fees and deferred cofthe Company's loans 30 to 89
days delinquent, loans 90 or more days delinqueint foreclosure, total delinquent loans, totalreat loans, and the total loans
receivable balance at December 31, 2012 and Septe88b2012, by class. In the formula analysis ehadklinquent loans not
individually evaluated for impairment are assigadtigher loss factor than corresponding perforniiags. At December 31, 2012
and September 30, 2012, all loans in the 90 or mays delinquent were on nonaccrual status. litiaddo loans 90 or more days
delinquent, the Bank also had $8.3 million and 8Xfillion of originated loan TDRs classified as acorual at December 31, 2012
and September 30, 2012, respectively, as well asr@illion and $2.4 million of purchased loan TD&assified as nonaccrual at
December 31, 2012 and September 30, 2012, reselycias required by the OCC Call Report requiremeff these amounts, $7.9
million and $11.2 million were current at DecemBér 2012 and September 30, 2012, respectivétyDecember 31, 2012 and
September 30, 2012, loans with unpaid principal ametotaling $28.7 million and $31.8 million, resgively, were on nonaccrual

status.

December 31, 2012

90 or More Days Total Total
30 to 89 Days Delinquent or Delinquent Current Recorded
Delinquent in Foreclosure Loans Loans Investment
(Dollars in thousands)

One- to four-family loans - originated  $ 15,384% 8,196 $ 23,580 $ 4,655,885 $ 4,679,465
One- to four-family loans - purchased 6,687 10,475 17,162 742,663 759,825
Multi-family and commercial loans - -- -- 60,717 60,717
Consumer - home equity 966 357 1,323 142,798 144,121
Consumer - other 188 76 264 6,162 6,426
$ 23,225 % 19,104 $ 42,329 $ 5,608,225 $ 5,650,554

September 30, 2012

90 or More Days Total Total
30 to 89 Days Delinquent or Delinquent Current Recorded
Delinquent in Foreclosure Loans Loans Investment
(Dollars in thousands)

One- to four-family loans - originated  $ 14,902% 8,602 $ 23,504 $ 4,590,194 $ 4,613,698
One- to four-family loans - purchased 7,788 10,530 18,318 771,755 790,073
Multi-family and commercial loans - -- -- 59,562 59,562
Consumer - home equity 521 369 890 148,431 149,321
Consumer - other 106 27 133 6,396 6,529
$ 23,317 $ 19,528 $ 42,845 $ 5,576,338 $ 5,619,183
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In accordance with the Bank'’s asset classificgtiolicy, management regularly reviews the probleamin the Bank's portfolio to
determine whether any assets require classificati@man classifications, other than pass loansdef@ed as follows:

Special mention - These loans are performing laenahich known information about the collateraldged or the possible
credit problems of the borrower(s) have caused gemant to have doubts as to the ability of thedwer(s) to comply
with present loan repayment terms and which mayltrasthe future inclusion of such loans in thenferforming loan
categories.

Substandard - A loan is considered substandatdsifnadequately protected by the current net vartd paying capacity of
the obligor or of the collateral pledged, if arubstandard loans include those characterizedebgiginct possibility the
Bank will sustain some loss if the deficiencies moecorrected.

Doubtful - Loans classified as doubtful have adl theaknesses inherent as those classified as sdbstawith the added
characteristic that the weaknesses present maleetoh or liquidation in full on the basis of cantly existing facts and
conditions and values highly questionable and ifpbde.

Loss - Loans classified as loss are consideredlleatible and of such little value that their contance as assets on the

books is not warranted.

Special mention and substandard loans are includgt formula analysis model, if the loan is ndividually evaluated for
impairment. Loans classified as doubtful or lossiadividually evaluated for impairment.

The following tables set forth the recorded investirin loans classified as special mention or sutakrd at December 31, 2012 and
September 30, 2012, by class. At December 31, a0il2September 30, 2012, there were no loans fidasas doubtful or loss that

were not fully charged-off.

December 31, 2012 September 30, 2012
Special Mention Substandard Special Mention Substandard
(Dollars in thousands)

One- to four-family - originated $ 32,986 $ 25,866 $ 36,055 $ 23,153
One- to four-family - purchased 1,993 15,440 2,829 14,538
Multi-family and commercial 2,612 -- 2,578 --
Consumer - home equity 126 935 413 815
Consumer - other -- 87 -- 39

$ 37,717  $ 42,328 $ 41875 % 38,545

The following table shows the weighted average Lland credit score information for originated andgbased one- to four-family
loans and originated consumer home equity loaseaember 31, 2012 and September 30, 2012. Borrowedit scores are intended
to provide an indication as to the likelihood thdtorrower will repay their debts. Credit scorestgipically updated in the last
month of the quarter and are obtained from a nalipmecognized consumer rating agency. The LTiosaprovide an estimate of
the extent to which the Bank may incur a loss onginen loan that may go into foreclosure. The LiB#los were based on the
current loan balance and either the lesser of tinehase price or original appraisal, or the mosémébank appraisal or broker price
opinions (“BPQO"), if available. In most cases, thest recent appraisal was obtained at the tinzgigination.

December 31, 2012 September 30, 2012
Weighted Average Weighted Average
Credit Score LTV Credit Score LTV
One- to four-family - originated 763 65 % 763 65 %
One- to four-family - purchased 748 67 749 67
Consumer - home equity 746 19 747 19
761 64 % 761 64 %
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Troubled Debt Restructurings - The following table presents the recorded investrpenor to restructuring and immediately after
restructuring for all loans restructured during thiee months ended December 31, 2012 and 201i$.talie does not reflect the
recorded investment at the end of the periods &tdit The increase in the recorded investmemiedirne of the restructuring was
generally due to the capitalization of delinquembants due.

For the Three Months Ended

December 31, 2012

Number Pre- Post-
of Restructured Restructured
Contracts Outstanding Outstanding
(Dollars in thousands)
One- to four-family loans - originated 55 $ 12,578 % 12,650
One- to four-family loans - purchased 2 555 598
Multi-family and commercial loans 2 82 79
Consumer - home equity 3 80 80
Consumer - other - -- --
62 $ 13295 % 13,407
For the Three Months Ended
December 31, 2011
Number Pre- Post-
of Restructured Restructured
Contracts Outstanding Outstanding

(Dollars in thousands)

One- to four-family loans - originated 70 $ 10,331  $ 10,370
One- to four-family loans - purchased - - -
Multi-family and commercial loans - - -
Consumer - home equity 1 -- 10
Consumer - other -

The following table provides information on TDRstreictured within the 12 month period prior to #rel of the periods presented
that became delinquent during the three monthsceB@éeember 31, 2012 and 2011.

For the Three Months Ended
December 31, 2012 December 31, 2011

Number Number
of Recorded of Recorded
Contracts Investment Contracts Investment
(Dollars in thousands)

One- to four-family loans - originated 6 $ 405 1 $ 76
One- to four-family loans - purchased 1 a7 1 401
Multi-family and commercial loans -- -- -- --
Consumer - home equity 1 2 -- --
Consumer - other - -- -- --
8 $ 454 2 $ 477
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Impaired loans— The following is a summary of information perfaimto impaired loans by class as of December 8122nd September 30, 2012.

With no related allowance recorded

One- to four-family - originated
One- to four-family - purchased
Multi-family and commercial
Consumer - home equity
Consumer - other

With an allowance recorded

Total

One- to four-family - originated
One- to four-family - purchased
Multi-family and commercial
Consumer - home equity
Consumer - other

One- to four-family - originated
One- to four-family - purchased
Multi-family and commercial
Consumer - home equity
Consumer - other

December 31, 2012

September 30, 2012

Unpaid Unpaid
Recorded Principal Related Recorded Principal Related
Investment Balance ACL Investment Balance ACL
(Dollars in thousands)
$ 7,141 3 7,161 -- $ 10,729 10,765 $ --
15,195 15,069 -- 15,340 15,216 --
508 506 -- 882 881 --
45 45 -- 27 27 --
22,889 22,781 -- 26,978 26,889 --
43,718 43,886 291 41,125 41,293 268
2,354 2,323 99 2,028 2,016 54
79 81 3 -- -- --
538 538 42 307 307 52
42 42 1 12 12 1
46,731 46,870 436 43,472 43,628 375
50,859 51,047 291 51,854 52,058 268
17,549 17,392 99 17,368 17,232 54
79 81 3 -- -- --
1,046 1,044 42 1,189 1,188 52
87 87 1 39 39 1
$ 69,620 $ 69,651 436 $ 70,450 70,517 $ 375
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The following is a summary of information pertaigito impaired loans by class for the three montitied December 31, 2012 and 2011.

With no related allowance recorded

One- to four-family - originated
One- to four-family - purchased
Multi-family and commercial
Consumer - home equity
Consumer - other

With an allowance recorded

Total

One- to four-family - originated
One- to four-family - purchased
Multi-family and commercial
Consumer - home equity
Consumer - other

One- to four-family - originated
One- to four-family - purchased
Multi-family and commercial
Consumer - home equity
Consumer - other

For the Three Months Ended
December 31, 2012

For the Three Months Ended
December 31, 2011

Average Interest Average Interest
Recorded Income Recorded Income
Investment Recognized Investment Recognized
(Dollars in thousands)
8,935 46 $ 48,051 385
15,267 46 6,812 25
- - 558 9
695 6 526 5
36 - 7 -
24,933 98 55,954 424
42,421 433 3,001 25
2,191 17 13,097 30
40 1 - -
423 5 187 1
27 - - -
45,102 456 16,285 56
51,356 479 51,052 410
17,458 63 19,909 55
40 1 558 9
1,118 11 713 6
63 - 7 -
70,035 554 $ 72,239 480
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Allowance for credit losses - The following is a summary of the activity iretCL by segment and the ending balance of the ACL
based on the Company’s impairment methodologytidrat the beginning and end of the periods prederitiet charge-offs during
the current quarter were $856 thousand, of whi&d®3Bousand related to loans that were previouslshdrged under Chapter 7
bankruptcy that must be, in accordance with OCQlegipns, evaluated for collateral value loss, eif¢iney are current.

For the Three Months Ended December 31, 2012

One- to Four- One-to Four- One-to Four-  Multi-family
Family - Family - Family - and
Originated Purchased Total Commercial Consumer Total
(Dollars in thousands)

Beginning balance $ 6,074 $ 4,453 $ 10,527 % 219 % 354 $ 11,100
Charge-offs (219) (532) (751) - (115) (866)
Recoveries -- -- -- -- 10 10
Provision for credit losses (216) 369 153 (18) 98 233

Ending balance $ 5639 $ 4290 $ 9,929 $ 201 % 347 $ 10,477

Ratio of net charge-offs during the period to agerbbans outstanding during the period %02

Ratio of net charge-offs during the period to ageraon-performing assets during the period 2.29%

For the Three Months Ended December 31, 2011
One- to Four- One- to Four- One- to Four-  Multi-family
Family - Family - Family - and
Originated Purchased Total Commercial Consumer  Total
(Dollars in thousands)

Beginning balance $ 4915 $ 9,901 % 14,816 $ 254 $ 395 $ 15,465
Charge-offs (90) (304) (394) - (6) (400)
Recoveries -- - -- -- - -
Provision for credit losses 96 745 841 (171) (130) 540

Ending balance $ 4921 $ 10,342 $ 15263 $ 83 $ 259 $ 15,605

Ratio of net charge-offs during the period to agerbbans outstanding during the period 001

Ratio of net charge-offs during the period to ageraon-performing assets during the period 1.03%
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The following is a summary of the loan portfoliodarelated ACL balances at December 31, 2012 anteBdyer 30, 2012 by loan
portfolio segment disaggregated by the Companyjsmirment method. There was no ACL for loans irdirailly evaluated for
impairment at December 31, 2012 or September 312,245 all potential losses were charged-off.

December 31, 2012
One- to Four- One- to Four- One- to Four- Multi-family
Family - Family - Family - and

Originated Purchased Total Commercial Consumer  Total
(Dollars in thousands)

Recorded investment of loans
collectively evaluated for impairment $ 4,672,081 744,630% 5,416,641% 60,717$ 149,976% 5,627,334

Recorded investment of loans
individually evaluated for impairment 7,454 15,195 22,649 -- 571 23,220
$ 4,679,465% 759,825% 5,439,290 % 60,717$ 150,547$% 5,650,554

ACL for loans collectively evaluated
for impairment $ 5,639% 4,290 $ 9,929 $ 201 % 347% 10,477

September 30, 2012
One- to Four- One- to Four- One- to Four- Multi-family
Family - Family - Family - and

Originated Purchased Total Commercial Consumer  Total
(Dollars in thousands)

Recorded investment of loans
collectively evaluated for impairment $ 4,602,989 774,734% 5,377,703% 59,562$% 154,940% 5,592,205

Recorded investment of loans
individually evaluated for impairment 10,729 15,339 26,068 -- 910 26,978
$ 4,613,698% 790,073% 5,403,771 % 59,562% 155,850% 5,619,183

ACL for loans collectively evaluated
for impairment $ 6,074% 4,453 $ 10,527 $ 219% 354% 11,100

As noted above, the Bank has a loan concentratioesidential first mortgage loans. Declines isidential real estate values could
adversely impact the property used as collaterahi® Bank’s loans. Adverse changes in the econeomnditions and increasing
unemployment rates may have a negative effect@albiiity of the Bank’s borrowers to make timelatopayments, which would
likely increase delinquencies and have an advenpadt on the Bank’s earnings. Further increaseglinquencies would decrease
interest income on loans receivable and would Yileelversely impact the Bank’s loan loss experieregylting in an increase in the
Bank’s ACL and provision for credit losses. Altlgtumanagement believes the ACL was at a level adeda absorb inherent
losses in the loan portfolio at December 31, 2@ Jevel of the ACL remains an estimate that lgest to significant judgment and
short-term changes. Additions to the ACL may beessary if future economic and other conditionssenrsubstantially from the
current environment.

5. Fair Value of Financial Instruments

Fair Value Measurements - ASC 820 Fair Value Measurements and Disclosyrésfines fair value, establishes a framework for
measuring fair value and expands disclosures daoutalue measurements. ASC 820 applies onlgitovilue measurements
already required or permitted by other accounttagdards and does not impose requirements foriadditfair value measures.
ASC 820 was issued to increase consistency andamibifity in reporting fair values.

The Company uses fair value measurements to réamndalue adjustments to certain assets and terohirte fair value disclosures.
The Company did not have any liabilities that wereasured at fair value at December 31, 2012 oreSdm@r 30, 2012. The
Company’s AFS securities are recorded at fair valua recurring basis. Additionally, from timetime, the Company may be
required to record at fair value other assetsatnillities on a non-recurring basis, such as ORE®Dl@ans individually evaluated for
impairment. These non-recurring fair value adjsita involve the application of lower-of-cost-oirf@alue accounting or write-
downs of individual assets.
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In accordance with ASC 820, the Company groupassets at fair value in three levels, based omtn&ets in which the assets are
traded and the reliability of the assumptions usedetermine fair value. These levels are:

* Level 1 — Valuation is based upon quoted pricesdentical instruments traded in active markets.

» Level 2 — Valuation is based upon quoted pricesfmilar instruments in active markets, quoted gsifor identical or
similar instruments in markets that are not actarel model-based valuation techniques for whickighificant
assumptions are observable in the market.

» Level 3 — Valuation is generated from model-basmthbiques that use significant assumptions notreabkke in the
market. These unobservable assumptions reflec€dimepany’s own estimates of assumptions that maxdeicipants
would use in pricing the asset or liability. Vdioa techniques include the use of option pricingdes, discounted
cash flow models, and similar techniques. Theltesannot be determined with precision and maybeatealized in an
actual sale or immediate settlement of the asskulity.

The Company bases its fair values on the pricewtbald be received to sell an asset in an ordealysaction between market
participants at the measurement date. As reqbiyediSC 820, the Company maximizes the use of oldéevinputs and minimizes
the use of unobservable inputs when measurinyédire.

The following is a description of valuation methdmiyies used for assets measured at fair valuerenuaring basis.

AFS Securities The Company’s AFS securities portfolio is cadré estimated fair value, with any unrealized gaind losses, net of
taxes, reported as AOCI in stockholders’ equitiie Thajority of the securities within the AFS politicare issued by U.S. GSEs.
The Company’s major security types based on ther@aind risks of the securities are:

* GSE Debentures — Estimated fair values are baseddstounted cash flow method. Cash flows arerdebed by
taking any embedded options into considerationaaedliscounted using current market yields for lsinsecurities
(Level 2).

e Municipal Bonds — Estimated fair values are based discounted cash flow method. Cash flows aterdéned by
taking any embedded options into considerationaaedliscounted using current market yields for sees with similar
credit profiles (Level 2).

» Trust Preferred Securities — Estimated fair vakresbased on a discounted cash flow method. G@sh &re
determined by taking prepayment and underlyingitehsiderations into account. The discount ratesderived from
secondary trades and bid/offer prices (Level 3).

MBS - Estimated fair values are based on a disedurash flow method. Cash flows are determineddasa
prepayment projections of the underlying mortgaayas are discounted using current market yieldbémchmark
securities (Level 2).
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The following table provides the level of valuatiassumption used to determine the carrying valiubefCompany’s assets
measured at fair value on a recurring basis, wbartsists of AFS securities, at December 31, 20t2Saptember 30, 2012.

December 31, 2012

Quoted Prices Significant Significant
in Active Markets Other Observable  Unobservable
Carrying for Identical Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)®

(Dollars in thousands)

AFS Securities:

GSE debentures $ 765,529 $ - $ 765,529 $ -
MBS 490,019 - 490,019 -
Trust preferred securities 2,464 -- -- 2,464
Municipal bonds 1,380 -- 1,380 --

$ 1,259,392 $ - $ 1,256,928 $ 2,464

September 30, 2012

Quoted Prices Significant Significant
in Active Markets Other Observable  Unobservable
Carrying for Identical Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)®

(Dollars in thousands)

AFS Securities:

GSE debentures $ 861,724 $ - $ 861,724 $ --
MBS 540,306 - 540,306 -
Municipal bonds 2,516 -- 2,516 --
Trust preferred securities 2,298 -- -- 2,298

$ 1,406,844 $ - $ 1,404,546 $ 2,298

(1) The Company's Level 3 AFS securities had no agtifviim September 30, 2012 to December 31, 201Zp#xor principal repayments of $23
thousand and reductions in net unrealized lossegnézed in other comprehensive income. Reduciionst unrealized losses included in
other comprehensive income for the quarter endexémber 31, 2012 were $111 thousand.

(2) The Company’s Level 3 AFS securities had no agtiviim September 30, 2011 to September 30, 202 ptxor principal repayments of
$996 thousand and reductions in net unrealize@$osecognized in other comprehensive income. Riethscof net unrealized losses included
in other comprehensive income for the year endedefther 30, 2012 were $78 thousand.

The following is a description of valuation methdémlyies used for significant assets measured avédire on a non-recurring basis.

Loans ReceivableThe unpaid principal balance of loans individyalvaluated for impairment at December 31, 201® S@ptember
30, 2012 was $23.1 million and $26.9 million, restpeely. Substantially all of these loans werewsed by residential real estate and
were individually evaluated to ensure that theyéag value of the loan was not in excess of thevfalue of the collateral, less
estimated selling costs. Fair values were estidndii@ugh current appraisals, BPOs, or listingg®icFair values may be adjusted by
management to reflect current economic and maxkadiions and, as such, are classified as Lev@&sed on this evaluation, the
Bank charged-off any loss amounts at December @12 2nd September 30, 2012; therefore there wagOhorelated to these loans.

OREO- OREO primarily represents real estate acquireal r@sult of foreclosure or by deed in lieu of fdosure and is carried at
lower-of-cost or fair value. Fair value is estiedithrough current appraisals or listing prices. tidese properties are actively
marketed, estimated fair values may be adjustenidoyagement to reflect current economic and madkaditons and, as such, are
classified as Level 3. The fair value of OREO atBmber 31, 2012 and September 30, 2012 was $bi@naind $8.0 million,
respectively.
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The following table provides the level of valuatiassumption used to determine the carrying valiubeofCompany’s assets
measured at fair value on a non-recurring badideaember 31, 2012 and September 30, 2012.

December 31, 2012

Quoted Prices Significant Significant
in Active Markets Other Observable  Unobservable
Carrying for Identical Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
(Dollars in thousands)
Loans individually evaluated for impairment  $ 23,115% - $ - 8 23,115
OREO 6,259 - - 6,259
$ 29,374 % - $ - 8 29,374
September 30, 2012
Quoted Prices Significant Significant
in Active Markets Other Observable  Unobservable
Carrying for Identical Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
(Dollars in thousands)
Loans individually evaluated for impairment  $ 26,8903 - $ - 8 26,890
OREO 8,047 - - 8,047
$ 34937 $ - $ - 8 34,937

Fair Value Disclosures - The Company determined estimated fair value amausitgy available market information and from a
variety of valuation methodologies. However, cdesable judgment is required to interpret markéd da develop the estimates of
fair value. Accordingly, the estimates presentedramt necessarily indicative of the amount the Gany could realize in a current
market exchange. The use of different market aptions and estimation methodologies may have arrabimpact on the
estimated fair value amounts. The fair value estirm presented herein are based on pertinent iafammavailable to management
as of December 31, 2012 and September 30, 2012.

The carrying amounts and estimated fair valueb®@Qompany’s financial instruments as of Decemiie2812 and September 30,
2012 were as follows:

December 31, 2012 September 30, 2012

Estimated Estimated
Carrying Fair Carrying Fair
Amount Value Amount Value
(Dollars in thousands)
Assets:
Cash and cash equivalents $ 105,157 $ 105,157 $ 141,705  $ 141,705
HTM securities 1,902,228 1,974,115 1,887,947 1,969,899
Loans receivable 5,640,077 5,996,716 5,608,083 5,978,872
BOLI 58,394 58,394 58,012 58,012
Capital stock of FHLB 130,784 130,784 132,971 132,971
Liabilities:
Deposits 4,582,163 4,633,035 4,550,643 4,607,732
Advances from FHLB 2,532,493 2,686,396 2,530,322 2,701,142
Repurchase agreements 365,000 385,555 365,000 388,761
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The following methods and assumptions were usedtimate the fair value of the financial instrunsent

Cash and Cash Equivalent§ he carrying amounts of cash and cash equivakmet considered to approximate their fair value tdu
the nature of the financial asset. (Level 1)

HTM Securities Estimated fair values of securities are basedranof three methods: 1) quoted market pricesevheailable, 2)
guoted market prices for similar instruments if pgbmarket prices are not available, 3) unobseevdhta that represents the Bank's
assumptions about items that market participantddvoonsider in determining fair value where no keadata is available. HTM
securities are carried at amortized cost. (Level 2)

Loans ReceivableThe fair value of one- to four-family mortgagesd home equity loans are generally estimated ubmgresent
value of expected future cash flows, assuming &prepayments and using discount factors deterntipgaices obtained from
securitization markets, less a discount for theé observicing and lack of liquidity. The estimatkdr value of the Bank’s multi-
family and consumer loans are based on the expéadie@ cash flows assuming future prepaymentscismbunt factors based on
current offering rates. (Level 3)

BOLI - The carrying value of BOLI is considered to apgmate its fair value due to the nature of theficial asset. (Level 1)

Capital Stock of FHLB The carrying value and estimated fair value of BHtock equals cost, which is based on redempatiqar
value. (Level 1)

Deposits -The estimated fair value of demand deposits, ggvamd money market accounts is the amount pagabiemand at the
reporting date. The estimated fair value of thdsegosits at December 31, 2012 and September 30,284 $2.06 billion and $1.98
billion, respectively. (Level 1) The fair value cértificates of deposit is estimated by discounfirture cash flows using current
LIBOR rates. The estimated fair value of certifesaof deposit at December 31, 2012 and Septenth@032 was $2.57 billion and
$2.63 billion, respectively. (Level 2)

Advances from FHLB and Repurchase Agreemenke fair value of fixed-maturity borrowed funidsestimated by discounting
estimated future cash flows using currently offers@s. (Level 2)

6. Subsequent Events

In preparing these financial statements, managehesmnevaluated events occurring subsequent to Dere3i, 2012, for potential
recognition and disclosure. There have been nenmhevents or transactions which would requirgistthents to the consolidated
financial statements at December 31, 2012.
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Item 2. Management'’s Discussion and Analysis ofifancial Condition and Results of Operations

The Company and its wholly-owned subsidiary maynftome to time make written or oral “forward-loogistatements,” including
statements contained in documents filed or furmdhethe Company with the SEC. These forward-lngldétatements may be
included in this Quarterly Report on Form 10-Q #melexhibits attached to it, in the Company’s répto stockholders, in the
Company’s press releases, and in other communisatip the Company, which are made in good faitbdpursuant to the “safe
harbor” provisions of the Private Securities Litiga Reform Act of 1995.

These forward-looking statements include statenmamtsit our beliefs, plans, objectives, goals, etgiemns, anticipations, estimates
and intentions, that are subject to significarkgiand uncertainties, and are subject to changedb@svarious factors, some of which
are beyond our control. The words “may,” “coulthould,” “would,” “believe,” “anticipate,” “estimte,” “expect,” “intend,” “plan”
and similar expressions are intended to identifywérd-looking statements. The following factors,cang others, could cause our
future results to differ materially from the plangjectives, goals, expectations, anticipationsinedes and intentions expressed in
the forward-looking statements:

” w ” ou ” ow

e our ability to continue to maintain overhead c@dteeasonable levels;

e our ability to continue to originate a significamtlume of one- to four-family mortgage loans in ouairket areas or to
purchase loans through correspondents;

» our ability to invest funds in wholesale or secandaarkets at favorable yields as compared toetsed funding source;

» our ability to access cost-effective funding;

» the future earnings and capital levels of the Bamit the continued non-objection by our primary fatlbanking regulators,
to the extent required, to distribute capital friva Bank to the Company, which could affect thditgtnf the Company to
pay dividends in accordance with its dividend pglic

» fluctuations in deposit flows, loan demand, andéal estate values, as well as unemployment lewdligh may adversely
affect our business;

» the credit risks of lending and investing actiwstiencluding changes in the level and directiofoah delinquencies and
write-offs, changes in property values, and chamgestimates of the adequacy of the ACL;

» results of examinations of the Bank and the Commntheir respective primary federal banking retprs including the
possibility that the regulators may, among othergs, require us to increase our ACL;

» the strength of the U.S. economy in general andtifgagth of the local economies in which we conadperations;

» the effects of, and changes in, trade, fiscal pediend laws, and monetary and interest rate psliaf the Board of
Governors of the Federal Reserve System (“FRB");

» the effects of, and changes in, foreign and milifzolicies of the United States government;

» inflation, interest rate, market and monetary fliattons;

« the timely development and acceptance of our nedymts and services and the perceived overall \@#ltieese products
and services by users, including the featuresimyiand quality compared to competitors’ products services;

» the willingness of users to substitute competitpreducts and services for our products and sesyice

e our success in gaining regulatory approval of godpcts and services and branching locations, wbeunired;

» the impact of changes in financial services lawg @gulations, including laws concerning taxes Koagy securities,
consumer protection and insurance and the impaathefr governmental initiatives affecting the fingh services industry;

* implementing business initiatives may be more diifti or expensive than anticipated;

» technological changes;

* acquisitions and dispositions;

» changes in consumer spending and saving habits; and

e our success at managing the risks involved in osiress.

This list of important factors is not all inclusiv&Ve do not undertake to update any forward-loglstatement, whether written or
oral, that may be made from time to time by or ehdif of the Company or the Bank.

" ou

As used in this Form 10-Q, unless we specify otim¥w'the Company,” “we,” “us,” and “our” refer ©apitol Federal Financial,
Inc., a Maryland corporation, and its predecesSapitol Federal Financial, a United States corponat Capitol Federal Savings,”
and “the Bank,” refer to Capitol Federal SavingsiBaa federal savings bank and the wholly-ownedisiidgry of Capitol Federal
Financial, Inc.
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The following discussion and analysis is intendeddsist in understanding the financial conditresults of operations, liquidity and
capital resources of the Company. It should bd ne@onjunction with the consolidated financiatetments and notes presented in
this report. The discussion includes commentgingjdo the Bank, since the Bank is wholly-ownedtihy Company and comprises
the majority of its assets and is the principalrsewf income for the Company. This discussion amalysis should be read in
conjunction with management’s discussion and amsalgsluded in the Company’s 2012 Annual Reporform 10-K filed with the
SEC.

Executive Summary

The following summary should be read in conjunctivth our Management’s Discussion and AnalysisiagRcial Condition and
Results of Operations in its entirety.

We have been, and intend to continue to be, a camntyaariented financial institution offering a vaty of financial services to meet
the needs of the communities we serve. We attesail deposits from the general public and intkese funds primarily in
permanent loans secured by first mortgages on eac@rpied, one- to four-family residences. Tossée extent, we also originate
consumer loans, loans secured by first mortgage®orowner-occupied one- to four-family residencessiti-family and

commercial real estate loans, and constructionslodhile our primary business is the originatidroe- to four-family mortgage
loans funded through retail deposits, we also mselwhole one- to four-family mortgage loans framrespondent and nationwide
lenders, and invest in certain investment secsraied MBS using funding from retail deposits, adesnfrom FHLB, and repurchase
agreements. The Company is significantly affettggrevailing economic conditions including fedemanetary and fiscal policies
and federal regulation of financial institutionRetail deposit balances are influenced by a nurabferctors including interest rates
paid on competing personal investment productsletve of personal income, and the personal ragaweings within our market
areas. Lending activities are influenced by theaed for housing and other loans, our loan undéngrguidelines compared to
those of our competitors, as well as interest patgng competition from other lending institution¥he primary sources of funds for
lending activities include deposits, loan repaymgimvestment income, borrowings, and funds pravitem operations.

The Company’s results of operations are primamdgehdent on net interest income, which is the diffee between the interest
earned on loans, MBS, investment securities, asld, @nd the interest paid on deposits and borrewi@n a weekly basis,
management reviews deposit flows, loan demand, leasks, and changes in several market rates esasdl pricing strategies. The
Bank generally prices its first mortgage loan prddiased on secondary market and competitor griddenerally, deposit pricing
is based upon a survey of competitors in the Bamidsket areas, and the need to attract fundingetath maturing deposits. The
majority of our loans are fixed-rate products withturities up to 30 years, while the majority of deposits have maturity or
repricing dates of less than two years.

The Federal Open Market Committee of the FederaéRe (the “FOMC”) noted in their January 2013estant that while growth
in economic activity has paused in recent montiesy believe that with appropriate policy accommimfet the economy will resume
expansion at a moderate pace and the level of uogmpnt will gradually decline. The FOMC also rbthat household spending
and business fixed investment has continued torexdyaand the housing sector continues to show sifingprovement. Inflation,
over the medium-term, is expected to run at orwé® and longer-term inflationary expectations hearmained stable. The FOMC
decided to continue its existing policy of reinwegtprincipal payments from its holdings of agedept and agency MBS in agency
MBS and continues to purchase additional longemnt€reasury securities at a pace of $45 billionmpenth and agency MBS at a
pace of $40 billion per month. The FOMC belieVest these actions, taken together, will put dowM@aessure on longer-term
interest rates, support mortgage markets, andtbetgake broader financial conditions more accomrtiegla There is no stated end
date to this program. The FOMC remarked thatlite@intinue to maintain the overnight lending ratezero to 0.25% as long as the
unemployment rate remains above 6.5%, inflatiomvbeh one and two years ahead is projected to Ineone than a half percentage
point above the FOMC's 2% longer-run goal, and &agrm inflation expectations continue to be vegithored.

Economic conditions in the Bank’s local market arhave a significant impact on the ability of bevews to repay loans and the
value of the collateral securing these loans. fA3ecember 2012, the unemployment rate was 5.4%dmsas and 6.7% for
Missouri, compared to the national average of 78&ed on information from the Bureau of Economialfsis. The unemployment
rate remains relatively low in our market areasnpared to the national average, due to diversifiddstries within our market
areas, primarily in the Kansas City metropolitaatistical area, but it is higher than the histdraozerage. Our Kansas City market
area, which comprises the largest segment of @ portfolio and deposit base, has an average holsgsemcome of approximately
$79 thousand per annum, based on 2012 estimategtie American Community Survey, which is a stetidtsurvey by the U.S.
Census Bureau. The average household income icomubbined market areas is approximately $68 thaligan annum, with 92% of
the population at or above the poverty level, #lased on the 2012 estimates from the American CoritynBurvey. The Federal
Housing Finance Agency (“FHFA") price index for Kaas and Missouri has not experienced significaictdiations during the past
10 years, unlike other market areas of the UniteteS, which indicates relative stability histoligén property values in our local
market areas.
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Total assets decreased $139.5 million, from $9ili8rbat September 30, 2012 to $9.24 billion atBmber 31, 2012, due primarily
to a $133.2 million decrease in the securitiesfpliotas a result of cash flows from the portfatiot being fully replaced. The cash
flows from this portfolio were used, in part, toypdividends to stockholders, to repurchase stoolt,ta fund loan activity.

The overall performance of our loan portfolio comgd to improve during the current quarter as exidd by the decline in our loans
90 or more days delinquent or in foreclosure. Ldgher more days delinquent or in foreclosure desed $429 thousand, or 2.2%,
from $19.5 million at September 30, 2012 to $19illion at December 31, 2012. Net loan charge-dfisng the current quarter
were $856 thousand compared to $677 thousand iBehtember 30, 2012 quarter. Of the $856 thoushndtaharge-offs during

the current quarter, $369 thousand related to Id@tsvere previously discharged under Chaptemkiogtcy that must be, in
accordance with OCC regulations, evaluated foatedal value loss, even if they are current.

Total liabilities remained relatively unchangedcidzgasing $3.0 million from September 30, 2012 t&%billion at December 31,
2012. Stockholders’ equity decreased $136.5 millfoom $1.81 billion at September 30, 2012 to $Ib#lion at December 31,
2012. The decrease was due primarily to the payofebil14.3 million of dividends and the repurcha$&38.7 million of stock,
partially offset by net income.

Net income for the quarter ended December 31, 2&#2$17.6 million, compared to $18.8 million foethuarter ended December
31, 2011. The $1.2 million, or 6.5%, decreasetercurrent quarter as compared to the prior yeartgr was due primarily to a $2.6
million, or 12.1%, increase in other expenses,i@irioffset by a $1.3 million, or 12.5%, decreaséncome tax expense and a $307
thousand, or 56.9%, decrease in the provisionriditlosses. The net interest margin increasezbthasis points, from 1.98% for
the prior year quarter to 2.01% for the currentrtpraprimarily as a result of a decrease in thet obliabilities between the two
periods.

The Bank currently expects to open one new bramclalendar year 2013. The branch will be locateauir Kansas City market
area. Management continues to consider expansgiportunities in all of our market areas.
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Available Information

Financial and other Company information, includprgss releases, Annual Reports on Form 10-K, QiaReports on Form 10-Q,
Current Reports on Form 8-K, and all amendmenthdse reports can be obtained free of charge franinwestor relations website,
http://ir.capfed.com. SEC filings are availableaur website immediately after they are electrdhjdded with or furnished to the
SEC, and are also available on the SEC’s websitavat.sec.gov

Critical Accounting Policies

Our most critical accounting policies are the mdtiiogies used to determine the ACL and fair valeasurements. These policies
are important to the presentation of our financ@idition and results of operations, involve a tdgigree of complexity, and require
management to make difficult and subjective judgimiéimat may require assumptions or estimates atighty uncertain

matters. The use of different judgments, assumgptiand estimates could cause reported resuliff¢o mhaterially. These critical
accounting policies and their application are rewié at least annually by our audit committee. d#&ull discussion of our critical
accounting policies, see Item 7 — “Management'sssion and Analysis of Financial Condition anduRssf Operations — Critical
Accounting Policies” in the Company’s Annual RepamtForm 10-K for the fiscal year ended Septemife2812.

Financial Condition

Total assets decreased $139.5 million, from $9ili8rat September 30, 2012 to $9.24 billion atBmber 31, 2012, due primarily
to a $133.2 million decrease in the securitiesfpliot Total liabilities decreased $3.0 million $7.57 billion at December 31, 2012.
Stockholders’ equity decreased $136.5 million, fi8t81 billion at September 30, 2012 to $1.67 dnillat December 31, 2012. The
decrease in stockholders’ equity was due priméaoilthe payment of $114.3 million of dividends ahd tepurchase of $38.7 million
of stock, partially offset by net income of $17.8lin.

Balance at
December 31, September 30, June 30, March 31, December 31,
2012 2012 2012 2012 2011
(Dollars in thousands)

Total assets $ 9,238,786 $ 9,378,304 $ 9,420,614 $ 9,573,144 $ 9,421,040
Cash and cash equivalents 105,157 141,705 172,948 143,707 170,175
AFS securities 1,259,392 1,406,844 1,632,297 1,715,445 1,570,730
HTM securities 1,902,228 1,887,947 2,073,951 2,165,036 2,129,417
Loans receivable, net 5,640,077 5,608,083 5,209,990 5,224,178 5,224,942
Capital stock of FHLB 130,784 132,971 131,437 130,614 129,503
Deposits 4,582,163 4,550,643 4,592,437 4,657,010 4,501,144
Advances from FHLB 2,532,493 2,530,322 2,527,903 2,525,535 2,531,304
Repurchase agreements 365,000 365,000 365,000 365,000 365,000
Stockholders’ equity 1,669,951 1,806,458 1,832,858 1,912,472 1,931,309
Equity to total assets at end of period 1%1 19.3% 19.5% 20.0% 20.5%

Loans Receivable.The loans receivable portfolio increased $32ianj or at an annualized rate of 2.3%, to $5.64ob at
December 31, 2012, from $5.61 billion at Septen#r2012. The increase in the portfolio was duegrily to an increase in one-
to four-family loans resulting largely from corresment loan purchases outpacing principal repaysruning the current quarter.
As of December 31, 2012, the Bank had 27 correspuridnding relationships located in 20 differgates. During the current
quarter, the Bank originated $122.5 million of ot@four-family loans, refinanced $109.4 million®&nk customer one- to four-
family loans, and purchased $106.3 million of otoefour-family loans from correspondent lenders.

As a portfolio lender focused on delivering outsliag customer service while acquiring quality assetir borrowers’ ability to
repay has always been paramount in our busineselmi¢hile we continue to evaluate the recentlyéss“qualified mortgage”
rules by the Consumer Financial Protection Buraaugurrently anticipate that the impact to our alldsook of business will
generally be minimal.
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The following table presents characteristics ofloan portfolio as of December 31, 2012 and Sepézr8b, 2012. The weighted
average rate of the loan portfolio decreased 1ik lpménts from 4.15% at September 30, 2012 to 4.@4%@ecember 31, 2012. The
decrease in the weighted average portfolio rateduasprimarily to the endorsement of loans at cumearket rates, as well as to the
purchase and origination of loans between peridtdsnates less than the average rate of the egigtimtfolios. Within the one- to
four-family loan portfolio at December 31, 2012%7 @f the loans had a balance at origination of feas $417 thousand.

December 31, 2012 September 30, 2012
Average Average
Amount Rate Amount Rate

(Dollars in thousands)

Real Estate Loans:

One- to four-family $ 5,429,556 3.99% $ 5,392,429 4.10%

Multi-family and commercial 46,815 5.62 48,623 5.64

Construction 60,975 3.92 52,254 4.08
Total real estate loans 5,537,346 4.00 5,493,306 4.11

Consumer Loans:

Home equity 144,121 5.39 149,321 5.42
Other 6,426 4.62 6,529 4.77
Total consumer loans 150,547 5.36 155,850 5.39
Total loans receivable 5,687,893 4.04% 5,649,156 4.15%

Less:
Undisbursed loan funds 30,843 22,874
ACL 10,477 11,100
Discounts/unearned loan fees 21,864 21,468
Premiums/deferred costs (15,368) (14,369)
Total loans receivable, net $ 5,640,077 $ 5,608,083

Included in the loan portfolio at December 31, 20&2e $129.4 million, or 2.3% of the total loan thalio, of adjustable-rate
mortgage (“ARM”) loans that were originated as iat-only. Of these interest-only loans, $108.Hiani were purchased in bulk
loan packages from nationwide lenders, primarilsirtufiscal year 2005. Interest-only ARM loansmiat typically require principal
payments during their initial term, and have iniiderest-only terms of either five or 10 yeaifhe $108.4 million of purchased
interest-only ARM loans held at December 31, 202 a weighted average credit score of 721 andghteel average LTV ratio of
71% as of December 31, 2012. At December 31, 20824 million, or 50%, of the interest-only loamsre still in their interest-
only payment term and $5.5 million, or 19% of narfprming loans, were interest-only ARMs.

The following tables present the weighted averagditscore, LTV ratio, and average balance pet foaour one- to four-family
loans as of the dates presented. Credit scoragdated in the last month of the quarter and htailwed from a nationally
recognized consumer rating agency. The LTV ratiese based on the current loan balance and ehlibdesser of the purchase price
or original appraisal, or the most recent bank aigpt or BPO, if available. In most cases, thetmesent appraisal was obtained at
the time of origination.

December 31, 2012 September 30, 2012
Credit Average Credit Average
Balance Score LTV Balance Balance Score LTV Balance
(Dollars in thousands)

Originated $ 4,024,920 763 65% $ 124 $4,032,581 763 65% $ 124
Correspondent purchases 650,115 764 65 336 575,502 761 65 326
Bulk purchases 754,521 748 67 317 784,346 749 67 316
$ 5,429,556 761 65% $ 148 $5,392,429 761 65% $ 147
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The following table presents the rates and weightedage lives (“WAL") in years, which reflects pegyment assumptions, of our
loan portfolio as of December 31, 2012 and Septe®0e2012. The terms listed under fixed-rate dadeur-family loans represent
original terms-to-maturity. The terms listed unddjustable-rate one- to four-family loans représatial terms-to-repricing. Yields
include the amortization of fees, costs, and premiand discounts, all of which are considered aaieists to the yield.

December 31, 2012 September 30, 2012

Amount Rate WAL Amount Rate WAL
(Dollars in thousands)

Fixed-rate one- to four-family:

<= 15 years $ 1,087,787 3.84% 29 $ 1,059,416 4.00% 2.6
> 15 years 3,176,924 4.40 4.2 3,157,909 4.53 3.6
All other fixed-rate loans 115,526 5.53 3.0 110,496 5.79 1.40
Total fixed-rate loans 4,380,237 4.29 3.8 4,327,821 4.43 3.3

Adjustable-rate one- to four-family:

<= 36 months 452,328 2.70 3.7 460,444 2.73 3.6
> 36 months 712,517 3.21 2.8 714,660 3.26 2.7
All other adjustable-rate loans 142,811 4.69 0.3 146,231 4.70 140
Total adjustable-rate loans 1,307,656 3.20 2.8 1,321,335 3.23 2.9
Total loans receivable $5,687,893 4.04% 36 $ 5,649,156 4.15% 3.2

(1) The 1.4 years presented at September 30, 2012 adl fither fixed-rate and adjustable-rate loamslzimed as the individual WAL for each
category was not available.

35



The following tables present the annualized premayrspeeds of our one- to four-family loan portidbr the quarter ended
December 31, 2012, by interest rate tier. Theruas represent unpaid principal balances, excluthiagge-offs, and including LIP,
construction loans and non-performing loans. Emms presented in the tables below represent thmalrterms for our fixed-rate
one-to four-family loans, and current terms to igpg for our adjustable-rate one- to four-famibahs. Loan endorsements and
refinances are considered prepayments and theraferiacluded in the prepayment speeds below. ngutie quarter ended
December 31, 2012, $6.4 million of adjustable-mate- to four-family loans were endorsed to fixetkdaans. The annualized
prepayment speeds are presented with and withalarsements. Additionally, annualized prepaymenedg for our originated,
correspondent purchased and bulk purchased posdffdir the quarter ended December 31, 2012, ispatssented below.

Original Term
15 years or less More than 15 years
Prepayment Speed (annualized) Prepayment Speed (annualized)
Rate Principal Including Excluding Principal Including Excluding
Range Balance Endorsements Endorsements Balance Endorsements Endorsements
(Dollars in thousands)
<= 3.50% $ 522,128 14.1% 99% $ 507,391 15.8% 6.5%
3.51 - 3.99% 208,997 58.0 28.3 578,349 26.0 6.1
4.00 - 4.50% 115,896 55.1 27.0 1,066,783 45.3 16.3
4.51 - 4.99% 97,520 46.5 30.2 207,024 77.6 32.3
5.00 - 5.50% 103,624 35.6 26.7 525,453 60.3 29.5
5.51 - 5.99% 23,096 255 21.7 149,370 49.8 27.3
>= 6.00% 16,532 26.4 17.7 179,748 30.1 17.9
$ 1,087,793 34.9% 20.3% $ 3,214,118 43.4% 17.8%
Originated $ 926,650 32.1% 19.1% $ 2,795,299 42.7% 17.2%
Correspondent purchases 130,573 54.7 23.9 370,130 49.5 19.4
Bulk purchases 30,570 40.7 40.7 48,689 39.1 39.1
$ 1,087,793 34.9% 203% $ 3,214,118 43.4% 17.8%

Current Term to Reset Term

36 months or less More than 36 months
Prepayment Speed (annualized) Prepayment Speed (annualized)
Rate Principal Including Excluding Principal Including Excluding
Range Balance Endorsements Endorsements Balance Endorsements Endorsements
(Dollars in thousands)
<= 2.50% $ 354,344 7.7% 77% $ 43,015 15.5% 15.5%
2.51-2.99% 262,608 14.3 14.3 115,207 7.3 6.2
3.00 - 3.50% 93,817 27.3 24.5 109,517 23.7 14.3
3.51-4.49% 41,851 40.0 26.2 32,033 68.8 43.2
4.50 - 5.49% 87,030 34.0 23.4 5,012 16.2 16.2
>=5.50% 30,117 16.4 13.2 345 0.5 0.5
$ 869,767 16.3% 142% $ 305,129 23.3% 15.7%
Originated $ 155,935 36.4% 28.1% $ 190,205 19.9% 17.2%
Correspondent purchases 50,881 23.8 12.3 98,901 27.7 8.5
Bulk purchases 662,951 11.2 11.2 16,023 36.8 36.8
$ 869,767 16.3% 142% $ 305,129 23.3% 15.7%

36



The following table summarizes the activity in than portfolio for the periods shown, excluding gges in loans in process, deferred fees, and AGlans that were paid-off as
a result of refinances are included in repaymeht&an endorsements are not included in the actimithe following table because a new loan is restegated at the time of the
endorsement. The endorsed balance and rate éwdéaddn the ending loan portfolio balance and.rate

For the Three Months Ended

December 31, 2012 September 30, 2012 June 30, 2012 March 31, 2012
Amount Rate Amount Rate Amount Rate Amount Rate
(Dollars in thousands)
Beginning balance $5,649,156 4.15% $ 5,256,803 4.37% $ 5,275,296 4.45% $ 5,282,485 4.53%
Originations and refinances:
Fixed 209,873 3.26 220,934 3.51 151,724 3.78 139,295 3.79
Adjustable 39,964 3.58 50,533 3.50 42,802 3.74 41,139 3.67
Purchases and Patrticipations:
Fixed 88,763 3.45 90,939 3.62 34,567 3.94 31,165 4.29
Adjustable 21,434 2.70 360,463 2.49 12,722 3.00 16,426 3.07
Repayments (318,332) (327,972) (256,221) (228,203)
Principal charge-offs, net (856) (677) (782) (4,546)
Othef? (2,109) (1,867) (3,305) (2,465)
Ending balance $5,687,893 4.04% $ 5,649,156 4.15% $ 5,256,803 4.37% $ 5,275,296 4.45%

(1) “Other” consists of transfers to OREOQ, endorsenfieed advanced and reductions in commitments.
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The following table presents loan origination, mafice and purchase activity for the periods inditaéxcluding endorsement
activity. Loan originations, purchases and refgemare reported together. During the quartersceBidcember 31, 2012 and 2011,
the Bank endorsed $253.3 million and $340.8 milli@spectively, of one-to four-family loans, rech@the average rate on those
loans by 107 basis points and 114 basis pointgentisely. The fixed-rate one- to four-family lealess than or equal to 15 years
have a maturity at origination of less than or étud5 years, while fixed-rate one- to four-famliibans greater than 15 years have a
maturity at origination of greater than 15 yeaf$ie adjustable-rate one- to four-family loans lgass) or equal to 36 months have a
term to first reset of less than or equal to 36 et origination and adjustable-rate one- to-faummily loans greater than 36 months
have a term to first reset of greater than 36 nmoattorigination. Of the $231.9 million of one-fawr-family loan originations and
refinances for the current quarter, 77% had lodnegof $417 thousand or less. Of the $106.3 onilbf one- to four-family loans
purchased during the current quarter, 22% hadvaares of $417 thousand or less.

For the Three Months Ended

December 31, 2012 December 31, 2011
Amount Rate % of Total Amount Rate % of Total
Fixed-Rate: (Dollars in thousands)
One- to four-family:
<= 15 years $ 112,339 2.84% 31.2% $ 113,116 3.44% 33.7%
> 15 years 181,741 3.56 50.5 110,831 4.18 33.0
Multi-family and commercial real estate 3,8505.00 1.1 -- -- --
Home equity 456 5.97 0.1 607 7.01 0.2
Other 250 8.01 0.1 444 6.87 0.1
Total fixed-rate 298,636 3.32 83.0 224,998 3.82 67.0
Adjustable-Rate:
One- to four-family:
<= 36 months 2,069 2.25 0.6 2,759 2.57 0.8
> 36 months 42,139 2.70 11.7 75,617 3.17 225
Multi-family and commercial real estate - - -- 13,975 5.00 4.2
Home equity 16,766 4.83 4.6 17,336 4.83 5.2
Other 424 2.88 0.1 840 3.28 0.3
Total adjustable-rate 61,398 3.27 17.0 110,527 3.65 33.0
Total originations, refinances and purchases $ 3\0,03.31% 100.0% $ 335,525 3.77% 100.0%
Purchased and participation loans included above:
Fixed-Rate:
Correspondent - one- to four-family $ 84,9133.38% $ 44,275 4.04%
Bulk - one- to four-family -- -- 392 3.25
Participations - commercial real estate 3,856.00 -- --
Participations - other -- -- 133 2.57
Total fixed-rate purchases/participations 88,763.45 44,800 4.03
Adjustable-Rate:
Correspondent - one- to four-family 21,4342.70 19,363 3.16
Bulk - one- to four-family -- -- 19,868 3.55
Participations - commercial real estate - - 13,975 5.00
Total adjustable-rate purchases/participations ,42.70 53,206 3.79
Total purchased/participation loans $ 110,19B.30% $ 98,006 3.90%

The Bank generally prices its first mortgage loamdpicts based on secondary market and competitngr During the current
quarter, the average rate offered on the Bank’gez0-fixed-rate one- to four-family loans, with points paid by the borrower, was
approximately 180 basis points above the averaggeaf Treasury rate, while the average rate offerethe Bank’s 15-year fixed-
rate one- to four-family loans was approximatel® basis points above the average 10-year Treaatey r
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The following table presents the origination andcpase activity in our one- to four-family loan folio for the three months ended
December 31, 2012 and 2011, excluding endorsencéiwity, and the LTV and credit score at the tinfeodgination.

For the Three Months Ended

December 31, 2012 December 31, 2011
Credit Credit
Amount LTV Score Amount LTV Score
(Dollars in thousands)

Originations $ 122,516 75 % 768 $ 125,192 73% 764
Refinances by Bank customers 109,425 67 771 93,233 67 774
Correspondent purchases 106,347 69 768 63,638 66 771
Bulk purchases - -- -- 20,260 60 763
$ 338,288 70 % 769 $ 302,323 69 % 769
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Asset Quality — Loans and OREO

The Bank’s traditional underwriting guidelines harevided the Bank with generally low delinquenciesi low levels of non-performing assets compaoeathtional levels. Of
particular importance is the complete and full doeatation required for each loan the Bank originated purchases. This allows the Bank to makefarmied credit decision
based upon a thorough assessment of the borroalglity to repay the loan compared to underwritingthodologies that do not require full documentati®ee additional
discussion regarding underwriting standards in tlieg Practices and Underwriting Standards” in tloenfany’s Annual Report on Form 10-K for the fisgahr ended
September 30, 2012. In the following asset quadlisgussion, unless otherwise noted, corresponmenhased loans are included with originated l@msbulk purchased loans
are reported as purchased loakkanagement believes that it is unlikely the balanaidoans 30 to 89 days delinquent, non-perfornmags, and OREO will decrease
significantly from their current levels, and wilkély stay within a range seen during the past.year

Delinquent and non-performing loans and OREO
The following tables present the Company’s 30 ta&@ delinquent loans, non-performing loans, andEORt the dates indicated. Non-performing loaed@ans that are 90 or

more days delinquent or in foreclosure or nonaddozens less than 90 days delinquent, which areddhat are required to be reported as nonaccuabignt to OCC Call
Report requirements, even if they are currentadeordance with OCC Call Report requirements, Tswere either nonaccrual at the time of restmirog or did not receive a
credit evaluation prior to the restructuring angtdhaot made six consecutive monthly payments perdahbtructured loan terms must be reported as noradoans. Similarly,
loans that have been discharged under Chapterkfugoy proceedings where the borrower has nofireafd the debt owed to the lender must be repasedonaccrual loans,
even if they are current, until the borrower haslend2 consecutive monthly payments subsequenetodischarge date. The principal balance of loansired by the OCC to
be reported as nonaccrual, even if they are cyrwerg $9.7 million at December 31, 2012. At atiedgpresented, there were no loans 90 or moredidiygjuent that were still
accruing interest. OREO primarily includes assetguired in settlement of loans. Over the pashaths, OREQO properties were owned by the Bankavenage, for
approximately five months before they were soldniperforming assets include non-performing loars @QREO

Loans Delinquent for 30 to 89 Days at:

December 31, September 30, June 30, March 31, December 31,
2012 2012 2012 2012 2011
Number Amount Number Amount Number Amount Number Amount Number Amount

Loans 30 to 89 DayDelinquent: (Dollars in thousands)

One- to four-family:

Originated 156 $ 15,182 142 $ 14,178 131 $ 13,060 118 $ 12,725 164 $ 15,770

Correspondent 2 243 3 770 7 1,598 4 709 5 2,395

Purchased 35 6,622 39 7,695 37 8,463 38 7,343 40 6,799

Consumer Loans:

Home equity 42 966 28 521 31 526 33 616 38 518

Other 10 188 16 106 13 128 20 342 12 225
245 $ 23,201 228 $ 23,270 219 $ 23,775 213 $ 21,735 259 $ 25,707

30 to 89 days delinquent lo¢
to total loans receivable, net 0.41% 0.41% 0.46% 0.42% 0.49%
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Non-Performing Loans and OREO at:
December 31, September 30, June 30, March 31, December 31,
2012 2012 2012 2012 2011

Number Amount Number Amount Number Amount Number Amount Number Amount
(Dollars in thousands)

Loans 90 or More Days Delinquent or in Foreclosi
One- to four-family:

Originated 83 $ 7,395 86 $ 7,885 92 $ 8,998 99 $ 10,545 106 $ 13,161

Correspondent 6 815 5 722 2 328 4 1,897 4 653

Purchased 43 10,378 43 10,447 47 11,792 49 12,485 50 14,106

Consumer Loans:

Home equity 21 357 19 369 21 505 14 327 26 520

Other 14 76 4 27 5 20 4 10 5 8
167 19,021 157 19,450 167 21,643 170 25,264 191 28,448

Nonaccrual loans less than 90 Days Delinqu®®
One- to four-family:

Originated 66 7,246 77 8,815 26 3,744 29 4,313 - -
Correspondent 3 657 4 686 2 457 2 458 -- --
Purchased 7 1,450 10 2,405 - - 1 324 - -
Consumer Loans:
Home equity 17 342 22 456 -- -- 1 10 -- --
Other 1 11 1 12 - - - - - -
94 9,706 114 12,374 28 4,201 33 5,105 - -
Total non-performing loans 261 28,727 271 31,824 195 25,844 203 30,369 191 28,448
Nonr-performing loans as a percentage of total loans 0.51% 0.57% 0.50% 0.58% 0.54%
OREO:
One- to four-family:
Originated® 51 3,639 59 5,374 69 6,452 71 6,996 71 6,064
Correspondent -- -- 1 92 5 1,045 5 429 6 566
Purchased 7 1,188 6 1,172 5 1,007 11 2,851 11 3,040
Consumer Loans:
Home equity 2 32 1 9 1 9 2 21 2 17
Othef® 1 1,400 1 1,400 1 1,400 1 1,502 1 1,502
61 6,259 68 8,047 81 9,913 90 11,799 91 11,189
Total non-performing assets 322 $ 34,986 339 $ 39,871 276 $ 35,757 293 $ 42,168 282 $ 39,637
Nonr-performing assets as a percentage of total assets 0.38% 0.43% 0.38% 0.44% 0.42%

(1) Represents loans required to be reported as nar@dgrthe OCC regardless of delinquency statusDekember 31, 2012, September 30, 2012, Juned3@, and March 31, 2012, this amount was compoeé&€d .8
million, $1.2 million, $604 thousand, and $635 tsaud, respectively, of loans that were 30 to 8% djinquent, and $7.9 million, $11.2 million, $3n@lion, and $4.5 million, respectively, of loatigt were current.

(2) Real estate-related consumer loans where we alddhi®first mortgage are included in the one-aarffamily category as the underlying collaterabige- to four-family property.

(3) Other OREO represents a single property the Banthpsed for a potential branch site but now inteadsell.

41



Of the $10.4 million of purchased one- to four-fhndans 90 or more days delinquent or in forectesas of December 31, 2012,
$9.6 million, or 92%, were originated in calendaay2004 or 2005. Of the $8.2 million of origir&gnd correspondent one- to four-
family loans 90 or more days delinquent or in féweare as of December 31, 2012, $7.1 million, c¥8Were originated in calendar
year 2007 or earlier.

The following table presents the top 12 states wiitiee properties securing our one- to four-famolgris are located and their
corresponding balance of loans 30 to 89 days dedintj 90 or more days delinquent or in foreclosang, corresponding weighted
average LTV ratios at December 31, 2012. The Latbs were based on the current loan balance diner ¢he lesser of the
purchase price or original appraisal, or the mesént bank appraisal or BPO, if available. At Deler 31, 2012, losses expected to
be realized, after taking into consideration apttéd PMI proceeds and the costs to sell the pigdeave been charged-off.

Loans 30 to 89 Loans 90 or More Days Detjnent or
One- to Four-Family Days Delinquent in Foreclagre
State Balance % of Total Balance % of Total Bance % of Total Average LTV
(Dollars in thousands)
Kansas $ 3,716,928 68.5% $ 12,070 54.7% $ 7,070 38.0% 77%
Missouri 853,017 15.7 3,533 16.0 1,140 6.1 79
California 344,269 6.3 - - - - n/a
Texas 57,594 11 1,043 4.7 - - n/a
Illinois 41,909 0.8 - - 1,316 7.1 73
Nebrask 41,148 0.8 481 2.2 283 15 69
Oklahoma 33,445 0.6 306 1.4 76 0.4 49
Alabama 29,394 0.5 - - - - n/a
Florida 26,675 0.5 133 0.6 2,666 14.4 71
Minnesota 23,917 0.4 311 1.4 192 1.0 73
New York 23,397 0.4 459 21 940 51 85
Colorado 21,414 0.4 177 0.8 319 1.7 62
Other states 216,449 4.0 3,534 16.1 4,586 24.7 72
$ 5,429,556 100.0% $ 22,047 100.0% $ 18,588 100.0% 74%

Troubled Debt Restructurings

For borrowers experiencing financial difficulti¢be Bank may grant a concession to the borroweme@lly, the Bank grants a
short-term payment concession to borrowers wh@gperiencing a temporary cash flow problem. Thstrifrequently used
concession is to reduce the monthly payment anfourst period of six to 12 months, often by onlyuging payments of interest and
escrow during this period. These restructuringsilten an extension of the maturity date of thenlo For more severe situations
requiring long-term solutions, the Bank also offieterest rate reductions to currently-offered sated more lengthy extensions of
the maturity date. Each such concession is coresicee TDR. The Bank does not forgive principainderest nor does it commit to
lend additional funds, except for the capitalizatod delinquent interest and/or escrow balancesmekceed the original loan
balance, to debtors whose terms have been modiifieDRs.

Additionally, endorsed loans are classified as TRRen certain guidelines for soft credit scoresandstimated LTV ratios are not
met. These guidelines are intended to identifyngea in the borrower’s credit condition since araion, signifying the borrower
could be experiencing financial difficulties evémtigh the borrower has not been delinquent ondrigr@ctual loan payment in the
previous 12 months. A TDR is reported as sucH itqgays off, unless it has been restructuredntingerest rate equal to or greater
than the rate the Bank was willing to accept attitine of the restructuring for a new loan with cargble risk, and has performed
under the new terms of the restructuring agreeifiegrat least 12 consecutive months. During JuliZ@he OCC provided guidance
to the industry regarding loans that had been digglt under Chapter 7 bankruptcy proceedings vthereorrower has not reaffirmed
the debt owed to the lender. The OCC requiregiiese loans be reported as TDRs, regardlessiofifimquency status. These loans
will be reported as TDRs for at least four yeatsrahe Chapter 7 discharge date.

At December 31, 2012 and September 30, 2012, thie Bad TDRs with a recorded investment of $51.Tianiland $52.0 million,
respectively. Of the $51.7 million of TDRs at Deter 31, 2012, $40.0 million were originated lo&85 million were correspondent
loans, and $8.2 million were bulk purchased loakdditionally, of the $51.7 million of TDRs at Daober 31, 2012, $3.7 million were
30 to 89 days delinquent and $3.3 million were Bfhore days delinquent or in foreclosure. For galatl information regarding our
TDRs, see “Note 4 — Loans Receivable and Allowdac€redit Losses.”
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The following table presents TDR activity, at resed investment, during the current quarter. Eatlfilom the restructuring
activity in the table below is $2.9 million of loathat were restructured in the current quartewedkas in a prior fiscal year, and are
therefore already presented in the beginning bala@f the $2.9 million of loans, $2.8 million ridd to borrowers that endorsed
multiple times in order to obtain a lower interesie.

Concession
Granted Loan
by the Endorsement
Bank Program Total
(Dollars in thousands)

Beginning balance $ 31,687 $ 20,347 $ 52,034
Restructurings 5,077 4,717 9,794
Chapter 7 bankrupty 695 - 695
TDRs no longer reported as sffth (2,936) (6,116) (9,052)
Principal repayments/payoffs (930) (351) (1,281)
Charge-offs (533) -- (533)

Ending balance $ 33,060 $ 18,597 $ 51,657

(1) These loans have been discharged under Chaptekrulpécy proceedings and the borrower has notireatl the debt owed to the Bank.
(2) These loans have met certain criteria and aremgelorequired to be reported as TDRs.

The following table presents the recorded investroéiDRs as of December 31, 2012 by asset claasidin.

Concession
Granted Loan
by the Endorsement
Bank Program Total
(Dollars in thousands)
Not classifie(" $ 1,729  $ - $ 1,729
Special mention 5,404 18,169 23,573
Substandard 25,927 428 26,355
$ 33,060 $ 18,597 $ 51,657

(1) These loans have been discharged under Chaptekrulpicy proceedings but the borrower has madeoh2ecutive monthly payments
subsequent to their discharge date and thereferloéims are no longer classified per the Bank'stadassification policies.

Impaired Loans

A loan is reported as impaired when, based on otiinéormation and events, it is probable thatBaak will be unable to collect all
amounts due, including principal and interest, aditg to the contractual terms of the loan agreem@&he following types of loans
are reported as impaired loans: all nonaccrualdplaans classified as substandard, loans partbhlyged-off, and all TDRs except
those that have been restructured to an interesserpial to or greater than the rate the Bank williagwto accept at the time of the
restructuring for a new loan with comparable reskg have performed under the new terms of theuasting agreement for at least
12 consecutive months. The balance of loans regp@s$ impaired at December 31, 2012 and Septerb@032 was $69.7 million
and $70.5 million, respectively.
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Allowance for credit losses and provision for ctddsses
Management maintains an ACL to absorb inherentkbasthe loan portfolio based on ongoing quartaslyessments of the loan portfolio. Our ACL metthagly considers a

number of factors including: the trend and compamsiof our delinquent and non-performing loansutssof foreclosed property and short sale tramsast charge-off trends, the
status and trends of the local and national ecoesytine trends and current conditions of the retimleeal estate markets, and loan portfolio gioand concentrations. See
Item 7 - “Management’s Discussion and Analysis iofRcial Condition and Results of Operations -i€aitAccounting Policies” in the Company’s Annuapdrt on Form 10-K
for the fiscal year ended September 30, 2012 amde’M — Summary of Significant Accounting Policiéai’ a full discussion of our ACL methodology. Faditional

information regarding our ACL activity during fidogear 2013, see “Note 4 — Loans Receivable andwslhce for Credit Losses.”

The ACL is maintained through provisions for crddgses which are charged to income. The provi&iooredit losses is established after considettiegresults of
management’s quarterly assessment of the ACL. nguhie current quarter, the Company recorded agoovfor credit losses of $233 thousand in ordemaintain the ACL at
a level considered appropriate by management. ekebhber 31, 2012, our ACL was $10.5 million, 0904lof the total loan portfolio and 36.5% of totahraperforming loans.
This compares to an ACL of $11.1 million, or 0.20%he total loan portfolio and 34.9% of total nperforming loans as of September 30, 2012.

The following table presents the Company’s allaratf the ACL to each respective loan categoryextdinber 31, 2012 and September 30, 2012.

At At
December 31, 2012 September 30, 2012
% of ACL % of % of ACL % of
Amount of to Total Total Loans to Amount of to Total Total Loans to
ACL ACL Loans Total Loans ACL ACL Loans Total Loans
(Dollars in thousands)
One- to four-family:
Originated $ 5,627 53.7% $ 4,675,035 822% % 6,057 545% $ 4,608,083 81.6%
Purchased 4,290 41.0 754,521 13.3 4,453 40.1 784,346 13.9
Multi-family and commercial 177 1.7 46,815 0.8 196 1.8 48,623 0.9
Construction 36 0.3 60,975 1.1 40 0.4 52,254 0.9
Consumer:
Home equity 292 2.8 144,121 2.5 301 2.7 149,321 2.6
Other consumer 55 0.5 6,426 0.1 53 0.5 6,529 0.1
$ 10,477 100.0% $ 5,687,893 100.0% $ 11,100 100.0% $ 5,649,156 100.0%

44



Securities. The following table presents the distribution of MBS and investment securities portfolios, at aimed cost, at the dates indicated. Overall, fireigd securities
comprised 76% of these portfolios at December 8122 The WAL is the estimated remaining maturityyears) after three-month historical prepaymeeiesls and projected
call option assumptions have been applied. The W#dur entire securities portfolio remained relaly unchanged between September 30, 2012 and beceth, 2012 as an
increase in the WAL of our investment securitiegfptio between the two periods was offset by ardase in the WAL of our MBS portfolio. The decreasthe yield between
September 30, 2012 and December 31, 2012 was dunarjby to the purchase of securities at marketgathich resulted in average yields lower than eh#ghe existing
portfolios. Yields on tax-exempt securities are not calculated taxable equivalent basis.

December 31, 2012 September 30, 2012 December 31, 2011

Balance Yield WAL Balance Yield WAL Balance Yield WAL
(Dollars in thousands)

Fixed-rate securities:

MBS $ 1,559,219 2.60% 30 $ 1505480 2.85% 31 % 1,490,889  3.23% 3.6
GSE debentures 787,666 1.10 1.6 907,386 1.14 0.8 1,229,098 1.16 0.9
Municipal bonds 44,379 2.89 1.9 47,769 2,94 2.0 59,091 3.01 2.1
Total fixed-rate securities 2,391,264 2.11 25 2,460,635 2.22 2.2 2,779,078 2.31 2.4
Adjustable-rate securities:

MBS 734,655 2.63 5.1 792,325 2.65 5.8 874,983 2.87 7.5
Trust preferred securities 2,900 1.56 24.5 2912 1.65 24.7 3,547 1.80 25.5
Total adjustable-rate securities 737,555 2.62 5.2 795,237 2.64 5.9 878,530 2.87 7.5
Total securities portfolio, at amortized cost $ BRI 2.23% 31 $ 3,255872 2.33% 31 $ 3,657,608 2.44% 3.6
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Mortgage-Backed Securities The balance of MBS, which primarily consistseturities of U.S. GSEs, decreased $8.8 milliomf#2.33 billion at September 30, 2012 to
$2.32 billion at December 31, 2012. The followtagle provides a summary of the activity in ourtfwio of MBS for the periods presented. The yge&hd WALSs for
purchases are presented as recorded at the timealfase. The yields for the beginning balancessarof the last day of the period previous toptréod presented and the yield
for the ending balances are as of the last dalyeoperiod presented and are generally derived fement prepayment activity on the securities ingbefolio as of the dates
presented. The yield of the MBS portfolio decrelasem September 30, 2012 to December 31, 2012gpilyras a result of purchases of securities akataates which resulted
in average yields lower than that of the existiogtfelios. The beginning and ending WAL is theimsited remaining maturity (in years) after threeathchistorical prepayment
speeds have been applied. The decrease in theAVBecember 31, 2012 compared to September 30,284 2lue primarily to an increase in prepaymentsduhe current
guarter. The net balance of premiums/(discoumg)wr portfolio of MBS was $20.0 million at Deceml3d,, 2012.

For the Three Months Ended
December 31, 2012 September 30, 2012 June 30, 2012 March 31, 2012

Amount Yield WAL Amount Yield WAL Amount Yield WAL Amount Yield WAL
(Dollars in thousands)

Beginning balance - carrying value $ 2,332,9278% 40 $ 2,510,659 2.86% 46 $ 2,626,544 2.91% 51 $ 2,405,685 3.10% 5.0
Maturities and repayments (194,769) (175,776) (152,162) (142,937)
Net amortization of premiums/(discour (2,124) (1,875) (1,625) (1,550)
Purchases:
Fixed 192,962 1.23 3.9 - - - 41,510 1.91 4.4 313,481 1.86 4.5
Adjustable - - - - - - - - - 52,867 1.69 6.3
Change in valuation on AFS securities (4,824) (66) (3,608) (1,002)
Ending balance - carrying value $ 2,324,187.61% 3.7 $ 2,332,942 2.78% 40 $ 2,510,659 2.86% 46 $ 2,626,544 2.91% 5.1
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The following table presents our fixed-rate MBStfmio, at amortized cost, based on the underlyimjghted average loan rate, the
annualized prepayment speeds for the quarter dndeember 31, 2012, and the net premium/discoutbyest rate tier. Our
fixed-rate MBS portfolio is somewhat less sensitiven our fixed-rate one- to four-family loan potih to repricing risk due to
external refinancing barriers such as unemploynmeodme changes, and decreases in property vallish are generally more
pronounced outside of our local market areas. Heweave are unable to control the interest rategaargovernmental programs that
could impact the loans in our fixed-rate MBS pditfpand are therefore more likely to experiendavestment risk due to principal
prepayments. Additionally, prepayments impactahmrtization/accretion of premiums/discounts onM&s portfolio. As
prepayments increase, the related premiums/diss@uatamortized/accreted at a faster rate. Thetiaation of premiums decreases
interest income while the accretion of discountséases interest income. As noted in the tabledehe fixed-rate MBS portfolio
had a net premium of $16.9 million as of Decemider2D12. Given that the weighted average coupdh®mnderlying loans in this
portfolio are above current market rates, the Bakd experience an increase in the premium anatidiz should prepayment
speeds increase significantly, potentially redudirtgre interest income.

Original Term

15 years or less More than 15 years
Prepayment Prepayment Net
Amortized Speed Amortized Speed Premium/
Rate Range Cost (annualized) Cost (annualized) Total (Discount)
(Dollars in thousands)
< =3.50% $ 498,508 13.1%  $ - -% $ 498,508 $ 10,261
3.51 - 3.99% 532,792 22.8 37,565 30.0 570,357 4,170
4.00 - 4.50% 135,764 27.1 37,811 25.3 173,575 2,599
4.51 - 4.99% 132,559 23.7 4,776 42.5 137,335 (201)
5.00 - 5.50% 71,252 25.3 3,917 35.1 75,169 (44)
5.51 - 5.99% 47,159 26.6 25,460 28.3 72,619 12
>=6.00% 8,751 31.0 22,905 25.5 31,656 130
$ 1,426,785 20.2% $ 132,434 28.1% $ 1,559,219 $ 16,927
Average rate 3.8% 4.89% 3.92%
Average remaining
contractual term (years) 11.0 17.5 11.6
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Investment Securities Investment securities, which consist of U.S. GieBentures (primarily issued by FNMA, FHLMC, orIEB) and municipal investments, decreased
$124.4 million, from $961.8 million at September, 2012 to $837.4 million at December 31, 2012. derease in the portfolio was due primarily tdezhband matured
securities not being replaced in their entiretgjuding the remaining $60.0 million of securitigdtee holding company. The cash flow from calld amaturities of this portfolio
was used, in part, to pay dividends to stockholderfund loan activity, and to repurchase stodie Tollowing tables provide a summary of the atyiaf investment securities
for the periods presented. The yields for the tui@igg balances are as of the last day of the pgniedous to the period presented and the yieldHerending balances are as of
the last day of the period presented. The deciieabe yield at December 31, 2012 compared toedeiper 30, 2012 was due primarily to the purchasevelstment securities
during the period, which had yields lower than dlrerall portfolio yield. The beginning and endMALS represent the estimated remaining maturityyéars) of the securities
after projected call dates have been consideregdoapon market rates at each date presentedindrease in the WAL at December 31, 2012 compar&keptember 30, 2012
was due primarily to the purchase of investmentusges during the period with WALs greater thae #xisting portfolio WAL, as well as to the calldamaturity of investment
securities during the period. Of the $204.4 millaf fixed-rate investment securities purchasedhduhe current quarter, $204.1 million are cakabl

For the Three Months Ended
December 31, 2012 September 30, 2012 June 30, 2012 March 31, 2012

Amount Yield WAL Amount Yield WAL Amount Yield WAL Amount Yield WAL
(Dollars in thousands)

Beginning balance - carrying value $ 961,84D23% 1.0 $ 1,195,589 1.23% 0.9 $ 1,253,937 1.22% 1.5 $ 1,294,462 1.25% 1.0
Maturities and calls (327,323) (309,012) (112,150) (328,306)
Net amortization of premiums/(discour (170) (331) (553) (663)
Purchases:

Fixed 204,371 1.01 14 75,190 0.80 2.2 52,141 0.98 3.0 290,015 1.00 3.4
Change in valuation of AFS securities (1,294) 413 2,214 (1,571)
Ending balance - carrying value $ 837,43B20% 1.7 $ 961,849 1.23% 1.0 $ 1,195,589 1.23% 09 $ 1,253,937 1.22% 15
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Liabilities. Total liabilities remained relatively unchangddgcreasing $3.0 million from September 30, 20184&7 billion at December 31, 2012. A $31.8 millidecrease in
advance payments by borrowers for taxes and insanasulting from the payment of real estate taxesinsurance on behalf of our borrowers was almotitely offset by a
$31.5 million increase in deposits. The increastné deposit portfolio was due primarily to a $illion increase in the checking portfolio an832.0 million increase in the
money market portfolio, partially offset by a $54nfllion decrease in the certificate of deposittfmio.

Deposits- Deposits increased $31.5 million between Septe®®e2012 and December 31, 2012, due primarityrtwvth in the checking and money market portfolitfs.
interest rates were to rise, it is possible thatroney market and checking account customers n@ae those funds to higher-yielding deposit produdgtkin the Bank or
withdraw their funds to invest in higher yieldingrestments outside of the Bank.

The following table presents the amount, averatgeanad percentage of total deposits for checkiagngs, money market and certificates (includingligwnits and brokered
deposits) at the dates presented.

December 31, 2012 September 30, 2012 December 31, 2011
Average % of Average % of Average % of
Amount Rate Total Amount Rate Total Amount Rate Total
(Dollars in thousands)
Checking $ 656,239 0.04% 14.3% $ 606,504 0.04% 13.3% $ 574,854 0.08% 12.8%
Savings 265,195 0.11 5.8 260,933 0.11 5.8 252,223 0.15 5.6
Money market 1,142,990 0.22 25.0 1,110,962 0.25 24.4 1,090,510 0.35 24.2
Retail certificates of deposit 2,246,908 1.46 49.0 2,295,941 1.49 50.4 2,373,639 1.76 52.7
Public units/brokered deposits 270,831 1.00 5.9 276,303 0.98 6.1 209,918 1.22 4.7
$ 4,582,163 0.84% 100.0% $ 4,550,643 0.89% 100.0% $ 4,501,144 1.09% 100.0%

At December 31, 2012, $83.7 million of certificatesre brokered deposits, unchanged from Septenthe0d2. The $83.7 million of brokered depositBatember 31, 2012
had a weighted average rate of 2.58% and a renggieim to maturity of 1.6 years. The Bank monities cost of brokered deposits and considers tleanpmtential source of
funding, provided that investment opportunities laatanced with the funding cost. As of December2812, $187.1 million of certificates were puhlitit deposits, compared to
$192.6 million of public unit deposits at SeptemBer 2012. The $187.1 million of public unit dep®st December 31, 2012 had a weighted averagef#t.29% and an
average remaining term to maturity of eight montihenagement will continue to monitor the wholesddposit market for attractive opportunities refatio the use of proceeds
for investments.
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The following tables set forth scheduled matunitiprmation for our certificate of deposit portfolimcluding public units and
brokered deposits) at December 31, 2012.

Amount Due
More than More than
1 year 1 year to 2 yearsto More than Total
Rate range or less 2 years 3 years 3 years Amount Rate
(Dollars in thousands)

0.00 — 0.99% $ 808,627 $ 201474 $ 36853 $ 28 $ 1,046,982 0.54%
1.00 - 1.99% 143,225 170,953 165,938 254,086 734,202 1.44
2.00 - 2.99% 178,197 191,153 241,591 31,224 642,165 251
3.00 - 3.99% 67,969 15,363 7,248 526 91,106 3.20
4.00 — 4.99% 2,691 274 241 78 3,284 4.51

$ 1,200,709 $ 579,217 $ 451,871 $ 285942 $ 2,517,739 141%
Weighted average rate 1.05% 1.58% 1.96% 1.68%
Weighted average maturity (in years) 0.4 15 2.4 3.8 1.4
Weighted average maturity for the retail certifecaf deposit portfolio (in years) 15

Maturity
Over Over
3 months 3to6 6to 12 Over
or less months months 12 months Total

(Dollars in thousands)

Retail certificates of deposit less than $100,000 02,858 $ 202,208 $ 358,157 $ 826,406 $ 1,589,629

Retail certificates of deposit of $100,000 or more 70,252 66,886 146,696 373,445 657,279
Public units/brokered deposits less than $100,000 -- 20,058 -- 63,652 83,710
Public units of $100,000 or more 110,395 11,504 11,695 53,527 187,121
Total certificates of deposit $ 383505% 300,656 $ 516,548 $ 1,317,030 $ 2,517,739
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Borrowings— The following table presents FHLB advances,aaf and repurchase agreement activity for the gerstown. Line of credit activity is excluded frdine following
table due to the short-term nature of the borrowifdhe weighted average maturity (“WAM?”) is the @@nming weighted average contractual term in yedise beginning and

ending WAMs represent the remaining maturity ahedette presented. For new borrowings, the WAMseared are as of the date of issue. The efferteeincludes the net
impact of the amortization of deferred prepaymaearigities resulting from the prepayment of certai#tB advances and deferred gains related to inteagstswaps previously

terminated. Rates on new borrowings are fixed-rate

For the Three Months Ended

December 31, 2012 September 30, 2012 June 30, 2012 March 31, 2012
Effective Effective Effective Effective
Amount Rate WAM Amount Rate WAM Amount Rate WAM Amount Rate WAM
(Dollars in thousands)

Beginning balance $2,915,000 3.13% 2.7 $2,915,000 3.25% 2.8 $2,915,000 3.24% 3.1 $2,915,000 3.46% 3.0
Maturities and prepayments:

FHLB advances (100,000) 4.85 (100,000) 4.27 -- -- (350,000) 3.22
New borrowings

FHLB advances 100,000 0.78 4.0 100,000 0.83 4.0 -- -- 350,000 1.36 3.3
Ending balance $2,915,000 2.99% 2.6 $2,915,000 3.13% 2.7 $2,915,000 3.25% 2.8 $2,915,000 3.24% 3.1
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The following table presents the maturity of FHL@vances, at par, and repurchase agreements azefriber 31, 2012.
Management will continue to monitor the Bank’s istreent opportunities and balance those opportsnitith the cost of FHLB
advances and other funding sources.

Weighted Weighted
FHLB Repurchase Average Average
Maturity by Advances Agreements Contractual Effecive
Fiscal year Amount Amount Rate Rat&
(Dollars in thousands)
2013 $ 225,000 $ 145,000 3.84% 3.84%
2014 450,000 100,000 3.33 3.95
2015 600,000 20,000 1.73 1.95
2016 575,000 -- 2.29 291
2017 500,000 -- 2.69 2.72
2018 200,000 100,000 2.90 2.90
$ 2,550,000 $ 365,000 2.70% 2.99%

(1) The effective rate includes the net impact of tadization of deferred prepayment penalties resyfrom the prepayment of certain FHLB
advances and deferred gains related to terminateckst rate swaps.

The following table presents the maturity and wetdhaverage repricing rate, which is also the weidlaverage effective rate, of
FHLB advances, at par, and repurchase agreemartteefoext four quarters as of December 31, 2012.

Weighted

Average
Maturity by Repricing
Quarter End Amount Rate

(Dollars in thousands)
March 31, 2013 $ 50,000 3.48%
June 30, 2013 250,000 3.81
September 30, 2013 70,000 4.23
December 31, 2013 150,000 3.16
$ 520,000 3.65%

Stockholders’ Equity. Stockholders’ equity decreased $136.5 million, fighB81 billion at September 30, 2012 to $1.67 duillat
December 31, 2012. The decrease was due printarihe payment of $114.3 million of dividends ahd tepurchase of $38.7
million of stock, partially offset by net income $17.6 million.

The $114.3 million of dividends paid during theremt quarter consisted of a $0.52 per share True@Hividend of $76.5 million, a
special year-end dividend of $26.6 million relatediscal year 2012 earnings, per the Company’gldivd policy, and a regular
quarterly dividend of $11.2 million. The True B®elividend amount represented a portion of retageghings from prior years.

On January 22, 2013, the Company declared a reguéaterly cash dividend of $0.075 per share, prapmately $11.0 million,
payable on February 15, 2013 to stockholders afrteas of the close of business on February 1, 2@iddend payments depend
upon a number of factors including the Companyiaficial condition and results of operations, thal@aregulatory capital
requirements, regulatory limitations on the Bardddlity to make capital distributions to the Compaand the amount of cash at the
holding company.

In December 2011, the Company announced that isdBaof Directors approved the repurchase of upl&% million of the
Company’s common stock. The Company began repsircqp@ommon stock during the second quarter ofigear 2012 and, as of
December 31, 2012, had repurchased 15,906,384ssalea@ average price of $11.80, or $187.6 milliBnNovember 2012, the
Company announced its Board of Directors approveeva$175.0 million stock repurchase program toroemce once the previous
repurchase plan, under which $5.4 million remaialable as of December 31, 2012, is completed.
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The following table presents quarterly dividendglpa calendar years 2013, 2012, and 2011. Fogqtizter ended March 31, 2013,
the table below does not present the actual didgeyout, but rather management’s estimate of ithdeihd payout as of January
28, 2013, based on the number of shares outstanditigat date and the dividend declared on Jar2rg013 of $0.075 per share.

Calendar Year
2013 2012 2011

(Dollars in thousands)

Quarter ended March 31

Total dividends paid $ 11,033 $ 12,145 % 12,105
Quarter ended June 30

Total dividends paid -- 11,883 12,105
Quarter ended September 30

Total dividends paid -- 11,402 12,106
Quarter ended December 31

Total dividends paid -- 11,223 12,145
True Blue dividend 2012/Welcome dividend 2011

Total dividends paid -- 76,494 96,838
Special year-end dividend

Total dividends paid -- 26,585 16,193

Calendar year-to-date dividends paid $ 11,033% 149,732  $ 161,492
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Operating Results

The following table presents selected income statérmnd other information for the quarters indidate

For the Three Months Ended
December 31, September 30, June 30, March 31, December 31,
2012 2012 2012 2012 2011

(Dollars in thousands, except per share data)

Interest and dividend income:

Loans receivable $ 58,467 $ 58,218 $ 57547 $ 59,785 $ 60,675
MBS 15,183 16,470 18,144 18,169 18,373
Investment securities 2,865 3,409 3,783 4,115 4,637
Other interest and dividend income 1,161 1,208 1,171 1,205 1,142

Total interest and dividend income 77,676 79,305 80,645 83,274 84,827

Interest expense:

FHLB advances 18,628 19,403 19,859 20,443 22,339
Deposits 9,849 10,480 11,068 11,835 12,787
Repurchase agreements 3,569 3,569 3,530 3,530 4,327
Total interest expense 32,046 33,452 34,457 35,808 39,453
Net interest incorn 45,630 45,853 46,188 47,466 45,374
Provision for credit losses 233 - - 1,500 540

Net interest incorr

(after provision for credit losses) 45,397 45,853 46,188 45,966 44,834
Other income 5,768 5,829 6,080 6,172 6,152
Other expenses 24,741 24,134 22,905 21,969 22,067
Income tax expense 8,861 9,812 10,690 10,854 10,130

Net income $ 17563 $ 17,736  $ 18,673 $ 19,315 $ 18,789
Efficiency ratio 48.1%% 46.70% 43.82% 40.96% 42.83%
Basic earnings per share $ 012 $ 011 $ 012 $ 012 $ 0.12
Diluted earnings per share 0.12 0.11 0.12 0.12 0.12

Comparison of Operating Results for the Three Montls Ended December 31, 2012 and 2011

For the quarter ended December 31, 2012, the Coymeangnized net income of $17.6 million, compaedet income of $18.8
million for the quarter ended December 31, 201he $1.2 million, or 6.5%, decrease in net income dwe primarily to an increase
in other expenses, partially offset by a decreasedome tax expense.
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Interest and Dividend Income
The following table presents the components ofr@steand dividend income for the time periods presh along with the change in
dollars and percent.

For the Three Months Ended

December 31, Change Expressed in:
2012 2011 Dollars Percent
(Dollars in thousands)

INTEREST AND DIVIDEND INCOME:

Loans receivable $ 58,467 $ 60,675 $ (2,208) (3.6
MBS 15,183 18,373 (3,190) (17.4)
Investment securities 2,865 4,637 (1,772) (38.2)
Capital stock of FHLB 1,128 1,091 37 3.4
Cash and cash equivalents 33 51 (18) (35.3)
Total interest and dividend income $ 77,676 $ 84,827 $ (7,151) (8.490

The decrease in interest income on loans receiveddedue to a 51 basis point decrease in the velghterage yield of the portfolio,
from 4.67% for the prior year quarter to 4.16%tfee current quarter, partially offset by a $432i8iom increase in the average
balance of the portfolio, which was primarily aukof the $342.5 million bulk loan purchase durthg quarter ended September 30,
2012. The decrease in the yield was primarilysalteof loan endorsements and refinances, alorg aviginations and purchases
between periods at rates less than the averagefrtite existing loan portfolio.

The decrease in interest income on MBS was duegpilynto a 49 basis point decrease in the weightaxtage yield of the portfolio,
from 3.09% during the prior year quarter to 2.6@¥the current quarter. The decrease in the aeeyiedd was due primarily to
purchases of MBS between periods with yields lbas the average yield on the existing portfolio.

The decrease in interest income on investment siesuwvas due primarily to a $458.0 million deceasthe average balance of the
portfolio as a result of cash flows from calls andturities not being replaced in their entiretyhes, the proceeds were used
primarily to fund loan activity, repurchase stoakd pay dividends to stockholders.

Interest Expense
The following table presents the components ofr@geexpense for the time periods presented, alatigthe change in dollars and
percent.

For the Three Months Ended
December 31, Change Expressed in:
2012 2011 Dollars Percent
(Dollars in thousands)

INTEREST EXPENSE:

FHLB advances $ 18,628 $ 22,339 % (3,711) (16.6p0
Deposits 9,849 12,787 (2,938) (23.0)
Repurchase agreements 3,569 4,327 (758) (17.5)
Total interest expense $ 32,046 $ 39,453 $ (7,407) (18.8y0

The decrease in interest expense on FHLB advanassiue to a 70 basis point decrease in the weighvie@ge rate of the portfolio,
from 3.62% for the prior year quarter to 2.92%tfue current quarter, partially offset by an $81iftiom increase in the average
balance. The decrease in the average rate paidweat® the renewal and prepayment of advancesketperiods to lower rates.
The increase in the average balance was a resulatfring repurchase agreements being replacedRiitiB advances.

The decrease in interest expense on deposits veagrimarily to a decrease in the weighted averaggeaf the portfolio, most
notably on the certificate of deposit portfolio, ialn decreased 36 basis points, from 1.77% for ther pear quarter to 1.41% for the
current quarter, as the portfolio repriced to lowerrket rates between periods. The weighted agewtg paid on total deposits
decreased 28 basis points, from 1.14% for the year quarter to 0.86% for the current quarter.

The decrease in interest expense on repurchasenagmés was due to a $69.0 million decrease inhmge balance between
periods as a result of maturing agreements nogheinewed; rather, they were replaced with FHLBaades.
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Net Interest Margin

The net interest margin, which is calculated agdifference between interest income and intergsérse divided by average
interest-earning assets, increased three basitspfiiom 1.98% for the prior year quarter to 2.0f¥the current quarter, primarily as
a result of a decrease in the cost of funds betweetwo periods. The weighted average yield ¢al foterest-earning assets
decreased 28 basis points from the prior year guant3.42% for the current quarter. The weigleteerage rate paid on total
interest-bearing liabilities decreased 42 basistsdiom the prior year quarter to 1.71% for therent quarter.

Provision for Credit Losses

The provision for credit losses for the currentrterawas $233 thousand, compared to $540 thousantid prior year quarter. The
current quarter amount represents the amount reageesmaintain the ACL at a level considered appete by management. Net
charge-offs during the current quarter were $8®6isand, of which $369 thousand related to loartswbee previously discharged
under Chapter 7 bankruptcy that must be, in acemelavith OCC regulations, evaluated for collateedle loss, even if they are
current. The overall performance of our loan midfcontinued to improve between periods as ewiddrby the decline in our loans
90 or more days delinquent or in foreclosure. 1s08® or more days delinquent or in foreclosure elesd $9.4 million, or 33.1%,
from $28.4 million at December 31, 2011 to $19.0ian at December 31, 2012.

Other Expense
The following table presents the components of roéixpense for the time periods presented, alonig thé change in dollars and
percent.

For the Three Months Ended
December 31, Change Expressed in:
2012 2011 Dollars Percent
(Dollars in thousands)

OTHER EXPENSES:

Salaries and employee benefits $ 12,181 $ 10,587 $ 1,594 15.1%
Occupancy expense 2,318 2,079 239 11.5
Information technology and communications 2,198 1,830 368 20.1
Regulatory and outside services 1,765 1,435 330 23.0
Deposit and loan transaction costs 1,526 1,230 296 24.1
Federal insurance premium 1,114 1,092 22 2.0
Advertising and promotional 1,032 910 122 13.4
Other expenses, net 2,607 2,904 (297) (10.2)
Total other expenses $ 24,741  $ 22,067 $ 2,674 12.1%

The increase in salaries and employee benefitsnsgpeas due primarily to compensation expense atlosated ESOP shares
related to the $0.52 True Blue® dividend paid irc®aber 2012 and compensation expense associatedtadik options and
restricted stock grants in May 2012 and Septemb&p2

We currently anticipate the following increase®siher expenses during fiscal year 2013, as comgarscal year 2012: (1) a $4.4
million increase in salaries and employee bendfiesto an estimated $2.7 million increase in addéi compensation expense on
unallocated ESOP shares as a result of the TrusBdund special year-end dividends paid and a &dl’'g impact of equity plan
awards made in May 2012 and September 2012; (2)&rfillion increase in information technology aswmmunications expense
and occupancy expense as a result of an incredisenmsing and maintenance expenses related t@adpgrto our information
technology infrastructure and an increase in deatiea expense associated with the remodel of mmeiOffice; and (3) a $600
thousand increase in advertising expense, whidésprimarily to media campaigns that were delaywd fiscal year 2013.

Income Tax Expense

Income tax expense was $8.9 million for the curcgrarter compared to $10.1 million for the prioayguarter. The decrease in
expense between periods was due primarily to adserin pretax income. The effective tax ratatfercurrent quarter was 33.5%
compared to 35.0% for the prior year quarter. M@naent anticipates the effective tax rate for figear 2013 will be approximately
34%, based on fiscal year 2013 estimates as ofrileee31, 2012. This rate is lower than the priarnyrate of 35.8% due primarily
to (1) higher deductible expenses associated WHIESOP, and (2) anticipated higher tax creditgedl|to our low income housing
partnerships. Additionally, pre-tax income is aiptted to be lower than the prior year, due prilpéo the items outlined above in
other expenses, which results in all items impactie income tax rate to have a larger impact erotrerall effective tax rate than in
fiscal year 2012.
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Average Balance Sheet

The following table presents the average balantesrassets, liabilities and stockholders’ eqaityl the related annualized yields and rates ointenest-earning assets and
interest-bearing liabilities for the periods indes and the weighted average yield/rate on ouresteearning assets and interest-bearing liatslagieDecember 31, 2012.
Average yields are derived by dividing annualizecbime by the average balance of the related amsetaverage rates are derived by dividing annuakz@ense by the average
balance of the related liabilities, for the peristi®wn. Average outstanding balances are derived &verage daily balances. The yields and ratdsde amortization of fees,
costs, premiums and discounts which are considmapstments to yields/rates. Yields on tax-exesegurities were not calculated on a tax-equivalasts.

At For the Three Months Ended
December 31, 2012 December 31, 2012 December 31, 2011
Average Interest Average Interest
Yield/ Outstanding Earned/ Yield/ Outstanding Earned/ Yield/
Rate Balance Paid Rate Balance Paid Rate
Assets: (Dollars in thousands)
Interest-earning assets:
Loans receivabl® 4.04% $ 5,624,629% 58,467 416%  $ 5,191,834 $ 60,67 4.6
MBS® 2.61 2,336,783 15,183 2.60 2,381,545 18,37: 3.09
Investment securitiéd® 1.20 931,252 2,865 1.23 1,389,228 4,637 1.34
Capital stock of FHLB 3.45 132,587 1,128 3.38 126,491 1,091 3.42
Cash and cash equivalents 0.24 55,178 33 0.24 83,148 51 0.24
Total interest-earning assét$ 3.37 9,080,429 77,676 3.42 9,172,246 84,82: 3.70
Other noninterest-earning assets 238,069 230,366
Total assets $ 9,318,498 $ 9,402,612
Liabilities and stockholders’ equity:
Interest-bearing liabilities:
Checking 0.04% $ 598,634 % 58 0.04% $ 535,058 $ 107 0.08%
Savings 0.11 262,492 71 0.11 252,626 15C 0.24
Money market 0.22 1,117,159 657 0.23 1,075,119 94t 0.35
Certificates 1.41 2,545,232 9,063 1.41 2,594,016 11,58t 1.77
Total deposits 0.84 4,523,517 9,849 0.86 4,456,819 12,78° 1.14
FHLB advance® 2.87 2,528,290 18,628 2.92 2,447,129 22,33¢ 3.62
Repurchase agreements 3.83 365,000 3,569 3.83 434,022 4,327 3.90
Total borrowings 2.99 2,893,290 22,197 3.04 2,881,151 26,66¢ 3.66
Total interest-bearing liabilities 1.67 7,416,807 32,046 1.71 7,337,970 39,45 2.13
Other noninterest-bearing liabilities 124,176 123,889
Stockholders’ equity 1,777,515 1,940,753
Total liabilities and stockholders’ equity $ 9,318,498 $ 9,402,612

(Continued)
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At For the Three Months Ended
December 31, 2012 December 31, 2012 December 31, 2011
Average Interest Average Interest
Yield/ Outstanding Earned/ Yield/ Outstanding Earned/ Yield/
Rate Balance Paid Rate Balance Paid Rate
(Dollars in thousands)
Net interest incon® $ 45,630 $ 45,37:
Net interest rate spre®® 1.70% 1.71% 1.5%%
Net interes-earning assets 1,663,622 1,834,276
Net interest marg” 2.01 1.98
Ratio of interest-earning assets
to interest-bearing liabilities 1.22 1.25
Selected performance ratios:
Return on average assets (annualized) 0.75% 0.89%
Return on average equity (annualized) 3.95 3.87
Average equity to average assets 19.08 20.64
Operating expense ratio 1.06 0.94
Efficiency ratio 48.14 42.83
(Concluded)

@

)
®3)

®)

(6)
@)

Calculated net of unearned loan fees and defensis,cand undisbursed loan funds. Loans thatGoe thore days delinquent are included in the loansivable average balance with a yield of zerogg.

Balances include LHFS.

MBS and investment securities classified as AFSstted at amortized cost, adjusted for unamorfizedhase premiums or discounts.

The average balance of investment securities ieslath average balance of nontaxable securitie$500 $nillion and $58.8 million for the three momtbriods ended December 31, 2012 and 2011, reselyctiv
The balance and rate of FHLB advances are stateaf deferred gains and deferred prepayment pesalti
Net interest income represents the difference b@timterest income earned on interest-earningsasseth as mortgage loans, investment securitiesM@8S, and interest paid on interest-bearing liigds, such as
deposits, FHLB advances, and other borrowings. ifNetest income depends on the balance of integgsiting assets and interest-bearing liabilities, the interest rates earned or paid on them.

Net interest rate spread represents the differbateeen the average yield on interest-earning siasek the average cost of interest-bearing ligdslit

Net interest margin represents net interest incasne percentage of average interest-earning assets.
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Rate/Volume Analysis

The table below presents the dollar amount of ceaimginterest income and interest expense for meajmponents of interest-
earning assets and interest-bearing liabilitiemymaring the three months ended December 31, 20t tinree months ended
December 31, 2011. For each category of inter@stheg assets and interest-bearing liabilitieyrimiation is provided on changes
attributable to (1) changes in volume, which aranges in the average balance multiplied by theipuswear’s average rate and (2)
changes in rate, which are changes in the avesaganultiplied by the average balance from theiptesryear. The net changes
attributable to the combined impact of both ratd eolume have been allocated proportionately tacti@nges due to volume and the

changes due to rate.

For the Three Months Ended December 31,

2012 vs. 201
Increase (Decrease) Due to
Volume Rate Total
(Dollars in thousands)
Interest-earning assets:
Loans receivable $ 4,743  $ (6,951) $ (2,208)
MBS (340) (2,850) (3,190)
Investment securities (1,432) (340) (1,772)
Capital stock of FHLB 52 (15) 37
Cash equivalents a7 (1) (18)
Total interest-earning assets 3,006 (10,157) (7,151)
Interest-bearing liabilities:
Checking 12 (60) (48)
Savings 6 (85) (79)
Money market 36 (324) (288)
Certificates (215) (2,308) (2,523)
FHLB advances 602 (4,313) (3,711)
Repurchase agreements (676) (82) (758)
Total interest-bearing liabilities (235) (7,172) (7,407)
Net change in net interest inco $ 3,241 $ (2,985) $ 256
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Comparison of Operating Results for the Quarters Eded December 31, 2012 and September 30, 2012

Net income decreased $173 thousand, or 1.0%, fiof$nillion for the quarter ended September 30220 $17.6 million for the
quarter ended December 31, 2012.

Interest and Dividend Income

The decrease in interest and dividend income wiasapity a result of decreases in interest incomé®5 and investment securities,
partially offset by an increase in interest incamndoans receivable. The weighted average yieltbtal interest-earning assets
decreased five basis points between quarters, 3rdi6 for the prior quarter to 3.42% for the cutrgmarter. The following table
presents the components of interest and dividecmhme for the time periods presented, along withctienge in dollars and percent.

For the Three Months Ended
December 31, September 30, Change Expressed in:
2012 2012 Dollars Percent
(Dollars in thousands)

INTEREST AND DIVIDEND INCOME:

Loans receivable $ 58,467 $ 58,218 $ 249 0.4%
MBS 15,183 16,470 (1,287) (7.8)
Investment securities 2,865 3,409 (544) (16.0)
Capital stock of FHLB 1,128 1,133 (5) (0.4)
Cash and cash equivalents 33 75 (42) (56.0)
Total interest and dividend income $ 77,676 $ 79,305 $ (1,629) (2.1

The increase in interest income on loans receivabkedue to a $235.1 million increase in the avetzdance of the portfolio which
was primarily a result of the $342.5 million butiah purchase during the quarter ended Septemb&03Q, partially offset by a 16
basis point decrease in the average yield of thiéqgtio to 4.16% for the current quarter. The dese in the yield was primarily a
result of loan endorsements and refinances, alattgosiginations and purchases between periodatasiess than the average rate
of the existing loan portfolio.

The decrease in interest income on MBS was duegpilyrto a 14 basis point decrease in the averéd gf the portfolio, from

2.74% for the prior quarter to 2.60% for the cutrgumarter, and partially due to a $64.6 million @ese in the average balance of the
portfolio. The decrease in the average yield efgibrtfolio was due primarily to purchases of MB8idg the quarter with yields less
than the average yield on the existing portfolio.

The decrease in interest income on investment giesuwvas due primarily to a $164.4 million deceasthe average balance of the
portfolio as a result of cash flows from calls andturities not being replaced in their entiretyhes, the proceeds were used
primarily to pay dividends to stockholders, to refhase stock, and to fund loan activity.

Interest Expense

The decrease in interest expense between pericgiduweato decreases in interest expense on FHLBhadsand deposits. The
weighted average rate on total interest-bearirgliies decreased eight basis points between grgrirom 1.79% for the prior
quarter to 1.71% for the current quarter. The foifgy table presents the components of interestresgér the time periods
presented, along with the change in dollars andgmér

For the Three Months Ended
December 31, September 30, Change Expressed in:
2012 2012 Dollars Percent
(Dollars in thousands)

INTEREST EXPENSE:

FHLB advances $ 18,628 $ 19,403 $ (775) (4.0%0
Deposits 9,849 10,480 (631) (6.0)
Repurchase agreements 3,569 3,569 -- --
Total interest expense $ 32,046 $ 33,452 $ (1,406) (4.2
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The decrease in interest expense on FHLB advanassiue to a 13 basis point decrease in the weighvie@ge rate paid, from
3.05% for the prior quarter to 2.92% for the cutrguarter. During the current quarter, a $100iatniladvance with an effective rate
of 4.85% matured and was renewed for a term of years at a contractual rate of 0.78%.

The decrease in interest expense on deposits veagrimarily to a six basis point decrease in theghted average rate paid on the
portfolio, from 0.92% for the prior quarter to 0%6or the current quarter, as the portfolio congidtio reprice to lower market rates.
The majority of the decrease in the weighted averatg related to the certificate of deposit andieyamarket portfolios. The
weighted average rate paid on the certificate pbdi portfolio decreased five basis points, tdl¥%4for the current quarter and the
weighted average rate paid on the money markefatiortlso decreased five basis points, to 0.234te current quarter.

Net Interest Margin

The net interest margin remained unchanged at 2oL %oth the current and prior quarters as theadse in asset yields continued
to be substantially offset by a decrease in thé @dgabilities. Additionally, the current quartencludes the full impact of the $342.5
million bulk loan purchase that occurred during phier quarter. The weighted average rate of dlaa Iportfolio purchased was
2.48% at the time of purchase, which was highen tha yield available on similar duration secusiti€l he loan purchase was
primarily funded with cash flows from the secustigortfolio.

Provision for Credit Losses

The provision for credit losses for the currentrierawas $233 thousand, compared to no provisisimgthe prior quarter. The
current quarter amount represents the amount reegetssmaintain the ACL at a level considered appede by management. Net
charge-offs during the current quarter were $8®6ishnd compared to $677 thousand in the prior gua@f the $856 thousand of
net charge-offs during the current quarter, $3@@ishnd related to loans that were previously digglthunder Chapter 7 bankruptcy
that must be, in accordance with OCC regulatiomsluated for collateral value loss, even if theg emrrent. The overall
performance of our loan portfolio continued to iy during the current quarter as evidenced bylé&wtine in our loans 90 or more
days delinquent or in foreclosure. Loans 90 orexdays delinquent or in foreclosure decreased $#%and, or 2.2%, from $19.5
million at September 30, 2012 to $19.0 million &d@mber 31, 2012.

Other Expense
The following table presents the components of rotxpense for the time periods presented, alongy tvé change in dollars and
percent.

For the Three Months Ended
December 31, September 30, Change Expressed in:
2012 2012 Dollars Percent
(Dollars in thousands)

OTHER EXPENSES:

Salaries and employee benefits $ 12,181 $ 11545 $ 636 5.5%
Occupancy expense 2,318 2,359 (41) a.7)
Information technology and communications 2,198 2,048 150 7.3
Regulatory and outside services 1,765 1,595 170 10.7
Deposit and loan transaction costs 1,526 1,519 7 0.5
Federal insurance premium 1,114 1,135 (21) (1.9)
Advertising and promotional 1,032 1,257 (225) (17.9)
Other expenses, net 2,607 2,676 (69) (2.6)
Total other expenses $ 24,741 $ 24,134 $ 607 2.5%

The increase in salaries and employee benefitsnsgpeas due primarily to compensation expense atlosated ESOP shares
related to the $0.52 True Blue® dividend paid irc®mber 2012. OREO operations expense, which ésrgpanent of other
expenses, net, was $670 thousand for the curremtejucompared to $826 thousand for the priortguaiOver the past 12 months,
OREO properties were owned by the Bank, on avefagapproximately five months before they weredsol

Income Tax Expense

Income tax expense was $8.9 million for the currprarter compared to $9.8 million for the prior gaa The effective income tax
rate for the current quarter was 33.5% compare&b16% for the prior quarter. See discussion inrfparison of Operating Results
for the Three Months Ended December 31, 2012 atd"2@garding management’s expectations of thectffe tax rate for fiscal
year 2013.
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Average Balance Sheet

As mentioned above, average yields are derivedviglidg annualized income by the average balanabefelated assets and
average rates are derived by dividing annualizgeese by the average balance of the related tiabijlifor the periods shown.
Average outstanding balances are derived from geedlaily balances. The yields and rates includertiration of fees, costs,
premiums and discounts which are considered adgrgsio yields/rates. Yields on tax-exempt se@gitiere not calculated on a
tax-equivalent basis.

For the Three Months Ended

December 31, 2012 September 30, 2012
Average Interest Average Interest
Outstanding Earned/ Yield/ Outstanding Earned/ Yield/
Balance Paid Rate Balance Paid Rate
Assets: (Dollars in thousands)
Interest-earning assets:
Loans receivabl& $ 5,624,629 $ 58,467 4160 $ 5,389,577 $ 58,218 4.32%
MBS® 2,336,783 15,183 2.60 2,401,402 16,470 2.74
Investment securiti€d® 931,252 2,865 1.23 1,095,620 3,409 1.24
Capital stock of FHLB 132,587 1,128 3.38 132,154 1,133 341
Cash and cash equivalents 55,178 33 0.24 120,865 75 0.25
Total interest-earning assét$ 9,080,429 77,676 3.42 9,139,618 79,305 3.47
Other noninterest-earning assets 238,069 - 239,183
Total assets $ 9,318,498 $ 9,378,801
Liabilities and stockholders’ equity:
Interest-bearing liabilities:
Checking $ 598,634 $ 58 0.0 $ 585,070 $ 90 0.06%
Savings 262,492 71 0.11 262,092 77 0.12
Money market 1,117,159 657 0.23 1,109,627 781 0.28
Certificates 2,545,232 9,063 1.41 2,594,958 9,532 1.46
Total deposits 4,523,517 9,849 0.86 4,551,747 10,480 0.92
FHLB advanced 2,528,290 18,628 2.92 2,530,677 19,403 3.05
Repurchase agreements 365,000 3,569 3.83 365,000 3,569 3.83
Total borrowings 2,893,290 22,197 3.04 2,895,677 22,972 3.15
Total interest-bearing liabilities 7,416,807 32,046 1.71 7,447,424 33,452 1.79
Other noninterest-bearing liabilities 124,176 109,842
Stockholders’ equity 1,777,515 - 1,821,535
Total liabilities and stockholders’ equity $ 9,318,498 $ 9,378,801
(Continued)
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For the Three Months Ended

December 31, 2012 September 30, 2012
Average Interest Average Interest
Outstanding Earned/ Yield/ Outstanding Earned/ Yield/
Balance Paid Rate Balance Paid Rate

(Dollars in thousands)

Net interest incon® $ 45,630 $ 45,853
Net interest rate spre® 1.7% 1.68%
Net interes-earning assets $ 1,663,622 $ 1,692,194
Net interest marg” 2.01 2.01
Ratio of interest-earning assets

to interest-bearing liabilities 1.22 1.23

Selected performance ratios:

Return on average assets (annualized) 0.7%% 0.76%
Return on average equity (annualized) 3.95 3.89
Average equity to average assets 19.08 19.42
Operating expense ratio (annualized) 1.06 1.03
Efficiency ratio 48.14 46.70
(Concluded)
(1) Calculated net of unearned loan fees and defeosts,cand undisbursed loan funds. Loans thatGoe hore days delinquent are included in the loans
receivable average balance with a yield of zerogqrar Balances include LHFS.
(2) MBS and investment securities classified as AFstated at amortized cost, adjusted for unamorfzedhase premiums or discounts.
(3) The average balance of investment securities irslath average balance of nontaxable securitie4500 $nillion and $50.7 million for the three momtériods
ended December 31, 2012 and September 30, 20p2ctaely.
(4) The balance and rate of FHLB advances are stateaf deferred gains and deferred prepayment pesalti
(5) Net interest income represents the difference btirterest income earned on interest-earninggsseth as mortgage loans, investment securities\iB8S,
and interest paid on interest-bearing liabilitesch as deposits, FHLB advances, and other borgswiflet interest income depends on the balanceearest-
earning assets and interest-bearing liabilitied, the interest rates earned or paid on them.
(6) Net interest rate spread represents the differbatveeen the average yield on interest-earning aaset the average cost of interest-bearing ligslit
(7) Net interest margin represents net interest incasne percentage of average interest-earning assets.
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Rate/Volume Analysis

The table below presents the dollar amount of ceaimginterest income and interest expense for meajmponents of interest-
earning assets and interest-bearing liabilitiemymaring the quarter ended December 31, 2012 tquheer ended September 30,
2012. For each category of interest-earning assetsnterest-bearing liabilities, information i®pided on changes attributable to
(1) changes in volume, which are changes in theageebalance multiplied by the previous quartevierage rate and (2) changes in
rate, which are changes in the average rate nieliply the average balance from the previous quaftke net changes attributable
to the combined impact of both rate and volume HBeen allocated proportionately to the changegawelume and the changes
due to rate.

Quarter Ended
December 31, 2012 vs. September 30, 2012
Increase (Decrease) Due to

Volume Rate Total
(Dollars in thousands)

Interest-earning assets:

Loans receivable $ 2,454 $ (2,205) % 249
MBS (435) (852) (1,287)
Investment securities (506) (38) (544)
Capital stock of FHLB 4 (9) (5)
Cash and cash equivalents (40) (2) (42)

Total interest-earning assets 1,477 (3,106) (1,629)

Interest-bearing liabilities:

Checking 2 (34) (32)
Savings - (6) (6)
Money market 5 (130) (125)
Certificates (181) (287) (468)
FHLB advances 16 (791) (775)
Repurchase agreements - - -
Total interest-bearing liabilities (158) (1,248) (1,406)
Net change in net interest inco $ 1,635 $ (1,858) $ (223)
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Liquidity and Capital Resources

Liquidity refers to our ability to generate suféait cash to fund ongoing operations, to pay magwertificates of deposit and other
deposit withdrawals, to repay maturing borrowireggd to fund loan commitments. Liquidity managenisiiioth a daily and long-
term function of our business management. The @oiyip most available liquid assets are represdmerhsh and cash equivalents,
AFS MBS and investment securities, and short-tenvestment securities. The Bank’s primary sourddsrals are deposits, FHLB
advances, repurchase agreements, repayments amdtiegbf outstanding loans and MBS and other tstesm investments, and
funds provided by operations. The Bank’s borrowipgmarily have been used to invest in U.S. GSkedtures and MBS securities
in an effort to manage the Bank’s interest rate wigh the intent to improve the earnings of thenBavhile maintaining capital ratios
in excess of regulatory standards for well-caggtali financial institutions. In addition, the Basfbcus on managing risk has
provided additional liquidity capacity by remainibglow FHLB borrowing limits and by maintaining thalance of MBS and
investment securities available as collateral fardwings.

We generally intend to maintain cash reservesdefft to meet short-term liquidity needs, which aretinely forecasted for 10, 30,
and 365 days. Additionally, on a monthly basis,pgeform a liquidity stress test in accordance i Interagency Policy Statement
on Funding and Liquidity Risk Management. The iliify stress test incorporates both short-termland-term liquidity scenarios

in order to identify periods of, and to quantifiguidity risk. In the event short-term liquiditgads exceed available cash, the Bank
has access to lines of credit at the FHLB and tdeFal Reserve Bank. The FHLB line of credit, whembined with FHLB
advances, may generally not exceed 40% of totakais©ur excess capacity at the FHLB as of DeceBibe2012 was $1.11 billion.
The Federal Reserve Bank line of credit is basexh tpe fair values of the securities pledged alsmyhl and certain other
characteristics of those securities, and is usédwainen other sources of short-term liquidity ar@vailable. At December 31, 2012,
the Bank had $1.80 billion of securities that weligible but unused as collateral for borrowingptirer liquidity needs. This
collateral amount is comprised of AFS and HTM sitims with individual fair values greater than $@nillion, which is then
reduced by a collateralization ratio of 10% to actdor potential market value fluctuations. Bavings on the lines of credit are
outstanding until replaced by cash flows from ldegn sources of liquidity, and are generally outdtag no longer than 30 days.

If management observes a trend in the amount aogiéncy of lines of credit utilization, the BanKlwkely utilize long-term
wholesale borrowing sources, such as FHLB advaacdfr repurchase agreements, to provide perméredtrate funding. The
maturity of these borrowings is generally structuiresuch a way as to stagger maturities in oroleeduce the risk of a highly
negative cash flow position at maturity. Additilgathe Bank could utilize the repayment and miguwf outstanding loans, MBS
and other investments for liquidity needs rathanthreinvesting such funds into the related porfoli

While scheduled payments from the amortizatioroahk and MBS and payments on short-term investnaeatelatively predictable
sources of funds, deposit flows, prepayments ond@and MBS, and calls of investment securitieggegatly influenced by general
interest rates, economic conditions and competigon are less predictable sources of funds. @&extent possible, the Bank
manages the cash flows of its loan and deposifgliod by the rates it offers customers.

At December 31, 2012, cash and cash equivaleraetb$105.2 million, a decrease of $36.5 milliconfrSeptember 30, 2012.

During the current quarter, loan originations andchases, net of principal repayments and relatewd &ctivity, resulted in a cash
outflow of $33.9 million, compared to a cash outflof $77.8 million during the same period in th@pyear. See additional
discussion regarding loan activity in “Financialr@ition — Loans Receivable.”

During the current quarter, proceeds from callethatured investment securities were $327.3 milliod principal payments on

MBS were $194.8 million. Of the $327.3 million cdlled and matured investment securities, $60.Domilvere securities at the
holding company level. During the current quartiee, Company purchased $204.4 million of investnsecurities and $193.0

million of MBS. Cash flows not used to purchaseusities were used primarily to pay dividends tackholders, to repurchase stock,
and to fund loan activity.
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The following table presents the contractual matwf our loan, MBS, and investment securities fodids at December 31, 2012. Loans and secunitiish have adjustable

interest rates are shown as maturing in the pehimthg which the contract is due. The table daseflect the effects of possible prepaymentsndoreement of due on sale
clauses.

Loans? MBS Investment Securities Total
Weighted Weighted Weighted Weighted
Average Average Average Average
Amount Rate Amount Rate Amount Rate Amount Rate

(Dollars in thousands)
Amounts due:
Within one year $ 36,067 4.57% $ -- - % $ 5,331 2.92% $ 41,398 4.36%

After one year:

Over one to two 36,383 3.82 - - 8,368 3.08 44,751 3.68
Over two to three 12,528 5.02 - - 87,865 1.32 100,393 1.78
Over three to five 53,258 5.16 5,319 5.43 596,343 1.19 654,920 1.55
Over five to ten 325,818 4.58 536,367 3.64 132,329 1.20 994,514 3.62
Over 10 to 15 1,456,528 3.76 942,260 2.71 2,207 5.29 2,400,995 3.35
After 15 years 3,767,311 4.07 840,241 2.94 4,990 3.06 4,612,542 3.87
Total due after one year 5,651,826 4.04 2,324,187 3.02 832,102 1.25 8,808,115 3.50
$ 5,687,893 4.04% $ 2,324,187 3.02% $ 837,433 1.26% $ 8,849,513 3.50%

(1) Demand loans, loans having no stated maturity,caeddraft loans are included in the amounts dubiwibne year. Construction loans are presenteetbas the term to complete
construction. The maturity date for home equigne assumes the customer always makes the requimedum payment.

The Bank utilizes FHLB advances to provide fundséoding and investment activities. The Bank'tigges and FHLB lending guidelines allow total FHIBrrowings up to
40% of total Bank assets. At December 31, 20X2B#ink’s ratio of the par value of the FHLB advantetotal assets, as reported to the OCC, was 28%.advances are
secured by a blanket pledge of our loan portf@®collateral, supported by quarterly reportintheoFHLB. Currently, the blanket pledge is suffiti collateral for the FHLB
advances. It is possible that increases in ounldngs or decreases in our loan portfolio or clesnig FHLB lending guidelines could require the Bempledge securities as
collateral on the FHLB advances. The Bank relie§HLB advances as a primary source of borrowingse outstanding amount of FHLB advances was $2il56n at

December 31, 2012, of which $375.0 million is salled to mature in the next 12 months. Maturingaembes will likely be replaced with borrowings widrms between 36 and
60 months.
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The Bank has access to and utilizes other souocéig|flidity, such as secondary market repurchgseeanents, brokered deposits,
and public unit deposits. At December 31, 2012 Bank had repurchase agreements of $365.0 mihioapproximately 4% of total
assets, $145.0 million of which were scheduled &ume in the next 12 months. The Bank may enteradditional repurchase
agreements as management deems appropriate, exatded 15% of total assets. The Bank has pledgrdiges with an estimated
fair value of $426.1 million as collateral for repbhase agreements at December 31, 2012. The tsezptedged for the repurchase
agreements will be delivered back to the Bank wtherrepurchase agreements mature.

The Bank’s internal policy limits total borrowings 55% of total assets. At December 31, 2012Btek had total borrowings, at
par, of $2.92 billion, or approximately 32% of toéssets.

As of December 31, 2012, the Bank’s policy allommsdombined brokered and public unit deposits upS% of total deposits. At
December 31, 2012, the Bank had brokered and pubiideposits totaling $270.8 million, or approzimly 6% of total deposits.
Management continuously monitors the wholesale siepearket for opportunities to obtain brokered andlic unit deposits at
attractive rates. The Bank has pledged securiitsan estimated fair value of $228.4 million adlateral for public unit

deposits. The securities pledged as collatergbtibtic unit deposits are held under joint custoeheipt by the FHLB and generally
will be released upon deposit maturity.

At December 31, 2012, $1.20 billion of the BankX5R billion of certificates of deposit were schieduto mature within one year.
Included in the $1.20 billion were $153.7 milliohpublic unit and brokered deposits. Based ond&yosit retention experience and
our current pricing strategy, we anticipate thearigyj of the maturing retail certificates of deposill renew or transfer to other
deposit products at the prevailing rate, althouglagsurance can be given in this regard.

Limitations on Dividends and Other Capital Distributions

Although savings and loan holding companies areengently subject to regulatory capital requiretsasr specific restrictions on
the payment of dividends or other capital distritas, the OCC does prescribe such restrictionsibgidiary savings associations.
The OCC regulations impose restrictions on savingftutions with respect to their ability to madtistributions of capital, which
include dividends, stock redemptions or repurchassesh-out mergers and other transactions chaogehe tcapital account.

Generally, savings institutions, such as the Bamky make capital distributions during any calengsar equal to earnings of the
previous two calendar years and current year-te-datnings. It is generally required that the Baarkain well capitalized before
and after the proposed distribution. However,retitution deemed to be in need of more than nosugérvision by the OCC may
have its capital distribution authority restrictefl.savings institution, such as the Bank, that &ibsidiary of a savings and loan
holding company and that proposes to make a capgalbution must submit written notice to the O@ad FRB 30 days prior to
such distribution. The OCC and FRB may objech®distribution during that 30-day period basedafiety and soundness or other
concerns. Savings institutions that desire to naaleeger capital distribution, or are under sple@strictions, or are not, or would
not be, well capitalized following a proposed cabitistribution, however, must obtain regulatorpigval prior to making such
distribution.

The long-term ability of the Company to pay dividsrto its stockholders is based primarily uponahidity of the Bank to make
capital distributions to the Company. So longhesBank continues to remain “well capitalized” aftach capital distribution and
operates in a safe and sound manner, it is managamelief that the OCC and FRB will continue ttoa the Bank to distribute its
net income to the Company, although no assuranteegiven in this regard.

In connection with the corporate reorganizatiotlicauidation account” was established for the bénefcertain depositors of the
Bank in an amount equal to Capitol Federal Saviaysk MHC’s ownership interest in the retained eagriof Capitol Federal
Financial as of June 30, 2010. Under applicalder@ banking regulations, neither the Companytin@eBank is permitted to pay
dividends on its capital stock to its stockholdéstockholders’ equity would be reduced below &meount of the liquidation account
at that time.

The Company paid cash dividends of $114.3 milliarirey the current quarter. The $114.3 million ofidends paid during the
current quarter consisted of a $0.52 per share Blue® dividend, or $76.5 million, a special yeadadividend of $0.18 per share,
or $26.6 million, related to fiscal year 2012 eagsd, per the Company’s dividend policy, and a ragglarterly dividend of $0.075
per share, or $11.2 million. On January 22, 2818 Company declared a regular quarterly cash eliddbf $0.075 per share, or
approximately $11.0 million, payable on February 2813 to stockholders of record as of the clodeusiness on February 1, 2013.
Dividend payments depend upon a number of factmisiding the Company’s financial condition and tesaf operations, the
Bank’s regulatory capital requirements, regulatonjtations on the Bank’s ability to make capitattibutions to the Company, and
the amount of cash at the holding company. At b 31, 2012, Capitol Federal Financial, Incthetholding company level, had
$233.8 million on deposit with the Bank.
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In December 2011, the Company announced that idBaf Directors approved the repurchase of udl&%® million of the
Company’s common stock. The Company began repsiri)@@ommon stock during the second quarter oéfigear 2012 and, as of
December 31, 2012, had repurchased 15,906,384sshtea@ average price of $11.80, or $187.6 millionNovember 2012, the
Company announced its Board of Directors approveeva$175.0 million stock repurchase program toroemce once the previous
repurchase plan, under which $5.4 million remairalable as of December 31, 2012, is completedes&lplans have no expiration

date.
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Off Balance Sheet Arrangements, Commitments and Caractual Obligations

The Company, in the normal course of business, me&mmitments to buy or sell assets or to incdud liabilities. Commitments
may include, but are not limited to:

« the origination, purchase, or sale of loans;

» the purchase or sale of investment securities aB&;M

» extensions of credit on home equity loans, constradoans, and commercial loans;
« terms and conditions of operating leases; and

» funding withdrawals of deposit accounts at maturity

The following table summarizes our contractual gdgions and other material commitments as of Deeei®b, 2012.

Maturity Range
Less than 1to3 3to5 More than

Total 1 year years years 5 years
(Dollars in thousands)

Operating leases $ 11,948 $ 1,175 $ 2,037 $ 1,768 $ 6,968
Certificates of deposit $ 2,517,739 $ 1,200,709 $ 1,031,088 $ 283,563 $ 2,379
Weighted average rate 1.4 1.05% 1.74% 1.68% 2.36%
FHLB advances $ 2,550,000 $ 375,000 $ 1,100,000 $ 975,000 $ 100,000
Weighted average rate 2.58 3.58% 1.90% 2.81% 2.82%
Repurchase agreements $ 365,000 $ 145,000 $ 120,000 $ 100,000 $ -
Weighted average rate 3.88 3.81% 4.24% 3.35% - %
Commitments to originate/refinance
and purchase/participate inloans $ 217,846 $ 217,846 $ -- $ - $ -
Weighted average rate 3.2 3.22% - % - % - %

Commitments to fund unused home
equity lines of credit and

unadvanced commercial loans $ 262,525 $ 262,525 $ -- $ -- $ -

Weighted average rate 4.56 4.55% - % - % - %
Unadvanced portion of

construction loans $ 30,843 $ 30,843 $ - $ - $ -

Weighted average rate 3.62 3.62% - % - % - %

A percentage of commitments to originate mortgagms$ are expected to expire unfunded, so the amoefittcted in the table above
are not necessarily indicative of future liquidigguirements. Additionally, the Bank is not obteghto honor commitments to fund
unused home equity lines of credit if a custometelinquent or otherwise in violation of the loagreement.

We anticipate we will continue to have sufficieahdls, through repayments and maturities of loadssaourities, deposits and
borrowings, to meet our current commitments. W i@ material off-balance sheets arrangements Becémber 31, 2012.

Contingencies

In the normal course of business, the Company@ralibsidiary are named defendants in various lésvand counter claims. In the
opinion of management, after consultation with legainsel, none of the currently pending suitsesq@ected to have a materially
adverse effect on the Company’s consolidated fimhstatements for the quarter ended December(@I2 @r future periods.
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Capital

Consistent with our goal to operate a sound anfitabte financial organization, we actively seekntaintain a “well-capitalized”
status for the Bank in accordance with regulattemdards. As of December 31, 2012, the Bank exazbell regulatory capital
requirements. The Company currently does not hayeregulatory capital requirements. The followiagle presents the Bank’s
regulatory capital ratios at December 31, 2012 dap®n regulatory guidelines.

Regulatory
Requirement For
Bank “Well-Capitalized”
Ratios Status
Tier 1 leverage ratio 14.7% 5.0%
Tier 1 risk-based capital 36.3% 6.0%
Total risk-based capital 36.6% 10.0%

A reconciliation of the Bank’s equity under GAAPr&gulatory capital amounts as of December 31, 2042 follows (dollars in
thousands):

Total Bank equity as reported under GAAP $ 1,378,261
Unrealized gains on AFS securities (20,402)

Total Tier 1 capital 1,357,859
ACL 10,477

Total risk-based capital $ 1,368,336
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ltem 3. Quantitative and Qualitative Disclosure &out Market Risk

For a complete discussion of the Bank’s assetiabdity management policies, as well as the pagtimpact of interest rate
changes upon the market value of the Bank’s paopkee “Management’s Discussion and Analysisirdificial Condition and
Results of Operations - Asset and Liability Managatrand Market Risk” in the Company’s Annual ReporStockholders for the
year ended September 30, 2012, attached as E4Bilbit the Company’s Annual Report on Form 10-Ktfar year ended September
30, 2012. The analyses presented in the tablesviveflect the level of market risk at the Bank a@ugs not include the assets of the
Company, at the holding company level, other treshdhat was deposited at the Bank as of Decenlh@032 and September 30,
2012, which is reflected in the Bank’s tables beldWhe rates of interest the Bank earns on itstessal pays on its liabilities are
generally established contractually for a periotiro€. Fluctuations in interest rates have a §iganit impact not only upon our net
income, but also upon the cash flows and marketegabf our assets and liabilities. Our resultspdrations, like those of other
financial institutions, are impacted by changemiarest rates and the interest rate sensitivityurfinterest-earning assets and
interest-bearing liabilities. Risk associated vdttanges in interest rates on the earnings of &mk Bnd the market value of its
financial assets and liabilities is known as inserate risk. Interest rate risk is our most digant market risk and our ability to
adapt to changes in interest rates is known agestteate risk management.

The general objective of our interest rate risk aggament program is to determine and manage an@mamlevel of interest rate
risk while maximizing net interest income in a manoonsistent with our policy to reduce, to theeekipracticable, the exposure of
net interest income to changes in market inteadssr The Asset and Liability Committee regulaelyiews the interest rate risk
exposure of the Bank by forecasting the impactypbithetical, alternative interest rate environmemiset interest income and the
market value of portfolio equity (‘MVPE”) at variswates. The MVPE is defined as the net of thegmtevalue of cash flows from
existing assets, liabilities, and off-balance sliestruments. The present values are determinggdoapon market conditions as of
the date of the analysis, as well as in alternatiteyest rate environments providing potentialndes in the MVPE under those
alternative interest rate environments. Net irgeirgcome is projected in the same alternativer@sterate environments with both a
static balance sheet and with management strategiesscdered. The MVPE and net interest incomeyaralare also conducted to
estimate our sensitivity to rates for future tintgibons based upon market conditions as of the afatee analysis. In addition to the
interest rate environments presented below, manageatso reviews the impact of non-parallel ratecklscenarios on a quarterly
basis. These scenarios consist of flattening tegbsning the yield curve by changing short-terohlang-term interest rates
independent of each other, and simulating cashsflamd valuations as a result of these hypothatlwahges in interest rates. This
analysis helps management quantify the Bank’s axea® changes in the shape of the yield curve.

For each period presented in the following talile,@stimated percentage change in the Bank’s teest income based on the
indicated instantaneous, parallel and permanemtgehin interest rates is presented. The percectag@ge in each interest rate
environment represents the difference between astmet interest income in the 0 basis point @sterate environment (“base
case”, assumes the forward market and producestteates implied by the yield curve are realizet) the estimated net interest
income in each alternative interest rate envirortn@ssumes market and product interest rates hpaeadlel shift in rates across all
maturities by the indicated change in rates). natiions of net interest income used in prepariegdble below are based upon the
assumptions that the total composition of inteezstiing assets and interest-bearing liabilitiesdud change materially and that any
repricing of assets or liabilities occurs at api@ted product and market rates for the alterna#iteeenvironments as of the dates
presented. The estimation of net interest incoaesdhot include any projected gains or losseserlet the sale of loans or
securities, or income derived from non-interesbme sources, but does include the use of diffgrexgayment assumptions in the
alternative interest rate environments. It is imt@ot to consider that estimated changes in netést income are for a cumulative
four-quarter period. These do not reflect the isgsexpectations of management.

Change Percentage Change in Net Interest Income
(in Basis Points) At
in Interest Rates” December 31, 2012 September 30, 2012

-100 bp N/A N/A
000 bp - -

+100 bp 2.61% 5.00%

+200 bp 1.25% 3.79%

+300 bp (1.20%% 1.54%

(1) Assumes an instantaneous, permanent and paradiegehin interest rates at all maturities.

The projected percentage change in net interestrinovas lower at December 31, 2012 than Septenfb@032 due primarily to a
decrease in mortgage-related assets projectegiiceen the next 12 months, as compared to tter gaarter. The decrease in
mortgage-related assets projected to reprice wapdmarily to market interest rates being highedecember 31, 2012 than at
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September 30, 2012. Since mortgage rates werethagtiDecember 31, 2012, borrowers’ have less enmniocentive to refinance
or endorse their mortgage at December 31, 201&mpared to September 30, 2012. In addition, @a8Hnk received cash flows
from these assets throughout the quarter and etsagsre refinanced, endorsed or purchased, thefloags from these assets were
generally priced at current market rates, whichenggnerally less than the average rates of outimxigortfolios. As a result, cash
flow projections on these assets lengthen, geydraljond the one year horizon.

As a result of the low level of interest ratesatleperiod presented, assets that were projectegtize over the one year time
horizon were far greater than the liabilities extpddo reprice. As interest rates rise, more agsgfrice to the higher interest rates
than do liabilities, thus increasing net inter@sbime projections compared to the base case. Howidne more interest rates rise, the
less economic incentive and ability borrowers ageingy debt issuers have to modify their cost ot;déls, cash flows are
significantly reduced. Consequently, the bendfiising interest rates to net interest income disties as interest rates rise due to a
reduction in asset cash flow projections. At Deben81, 2012, in the +300 basis point interest eatéronment, cash flows related
to assets diminish to such levels that the bepéfiéinvesting those cash flows at higher interat#s was more than offset by the
cash flows from liabilities repricing to a highetérest rate. See the Gap analysis discussiowletcadditional information.

The following table sets forth the estimated petaga change in the MVPE for each period preserssddon the indicated
instantaneous, parallel and permanent changedresttrates. The percentage change in each intategnvironment represents the
difference between the MVPE in the base case antM¥PE in each alternative interest rate environiédrhe estimations of the
MVPE used in preparing the table below are based tipe assumptions that the total composition tfr@st-earning assets and
interest-bearing liabilities do not change, that eapricing of assets or liabilities occurs at emtrproduct or market rates for the
alternative rate environments as of the dates ptedeand that different prepayment rates are imsedch alternative interest rate
environment. The estimated MVPE results from thiation of cash flows from financial assets aadilities over the anticipated
lives of each for each interest rate environmdrite table below presents the effects of the chaimgieserest rates on our assets and
liabilities as they mature, repay or reprice, aaxghby the change in the MVPE for alternative iegtrrates.

Change Percentage Change in MVPE
(in Basis Points) At
in Interest Rates” December 31, 2012 September 30, 2012

-100 bp N/A N/A
000 bp - -

+100 bp 0.27% 3.09%

+200 bp (8.55%6 (3.7206

+300 bp (19.25%% (13.79%

(1) Assumes an instantaneous, permanent and paradlegietin interest rates at all maturities.

Changes in the estimated market values of our iashassets and liabilities drive changes in estésiaf MVPE. The market value
of an asset or liability reflects the present valfiall the projected cash flows over its remainifigg discounted at current market
interest rates. As interest rates rise, genetadlymarket value for both financial assets andliieds decrease. The opposite is
generally true as interest rates fall. The MVPre@sents the theoretical market value of capitl ihcalculated by netting the
market value of assets and liabilities. If the kedvalues of financial assets increase at a fastee than the market values of
financial liabilities, or if the market values oh&ncial liabilities decrease at a faster pace tharmarket values of financial assets,
the MVPE will increase. The magnitude of the chemig the Bank’s MVPE represents the Bank’s interae risk. The market
value of shorter term-to-maturity financial instremts is less sensitive to changes in interest thigsare longer term-to-maturity
financial instruments. Because of this, our cedies of deposit (which generally have relativ@tprter average lives) tend to
display less sensitivity to changes in interestgdhan do our mortgage-related assets (which gnbave relatively longer average
lives). The average life expected on our mortgad@ted assets varies under different interestemat@onments because borrowers
have the ability to prepay their mortgage loanker€fore, as interest rates decrease, the WAL ofgage-related assets decrease as
well. As interest rates increase, the WAL wouldcepected to increase as well.

For both periods presented, the average life oB#ngk’'s mortgage-related assets were shorter tieaaverage life of the Bank’s
long-term borrowings and core deposits due todhelével of interest rates. Because the levehtdrest rates at both December 31,
2012 and September 30, 2012 were at or near ltatdows, prepayment projections for mortgage-sslassets and call projections
for callable agency debentures were high, theramifecantly reducing the average life of theseedss As interest rates rise, the
market values of the Bank’s financial liabilitiesalease at a faster pace than that of its as8sta.result, the Bank’'s MVPE
increases in the +100 basis point interest raté@mwent.
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As interest rates move higher in the +200 and #23€s point interest rate environments, prepaympeajéections for mortgage-
related assets, in general, are expected to decsagsficantly. As interest rates rise to theseels, projected prepayments would
likely only be realized through changes in borravéives such as divorce, death, job-related reloaa, or other life changing
events, resulting in an increase in the averagefithese assets. Call projections for the Bacilksble agency debentures would
also decrease significantly as interest ratestoiskese levels, which would result in the caskvidor these assets to move toward
their contractual maturities. The longer expecetegrage lives of these assets, relative to thevgstions in the base case
environment, increases their sensitivity to changésterest rates. As a result, the Bank’s sasiitto rising interest rates increases
to such a point that the expected decrease in @inkatvalue of the Bank’s financial assets mora thifsets the decrease in the
market value of its financial liabilities, resulgiin a decrease in the MVPE in these interesteatronments.

The Bank’s exposure to higher interest rates irsgéat December 31, 2012 compared to Septemb&030,due to an increase in
interest rates between period ends, particularlstgage rates. The increase in interest rates egbirta longer WAL of all mortgage-
related assets compared to the prior quarter.|drtgeer WAL resulted in an increase in the pricesgerity of all mortgage-related
assets and, as a result, of financial assets &k wSince the price sensitivity of all financéisets increased in the base case
between periods, the adverse impact of rising éstenates is thereby increased in all interesteatéronments presented

The following gap table summarizes the anticipatedurities or repricing periods of the Bank’s iestrearning assets and interest-
bearing liabilities as of December 31, 2012 basethe information and assumptions set forth inrtbies below. Cash flow
projections for mortgage-related assets are catmlildased on current interest rates. Prepaymejggbions are subjective in nature,
involve uncertainties and assumptions and, theeefmannot be determined with a high degree of acgurAlthough certain assets
and liabilities may have similar maturities or jpel$ to repricing, they may react differently to mpes in market interest rates.
Assumptions may not reflect how actual yields anst€respond to market changes. The interestoatesrtain types of assets and
liabilities may fluctuate in advance of changesiarket interest rates, while interest rates onrdijpes of assets and liabilities may
lag behind changes in market interest rates. Deassets, such as ARM loans, have features thiiatechanges in interest rates on a
short-term basis and over the life of the assethé event of a change in interest rates, prepalare early withdrawal levels would
likely deviate significantly from those assumedaiculating the gap table below. For addition&imation regarding the impact of
changes in interest rates, see the preceding Ragee@hange in Net Interest Income and Percenthgede in MVPE discussions
and tables.
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Interest-earning assets:

Loans receivabl&’

Mortgage loans:
Fixed-rate

Adjustable-rate
Other loans

Investment securitié?

mMBS®
Other interest-earning assets
Total interest-earning assets

Interest-bearing liabilities:
Deposits:

Checking”
Saving§”
Money markéf)
Certificates

Borrowing$®
Total interest-bearing liabilities

Excess (deficiency) of interest-earning assets over

interest-bearing liabilities

Cumulative excess (deficiency) of interest-earning
assets over interest-bearing liabilities

Cumulative excess (deficiency) of interest-earning
assets over interest-bearing liabilities as a

percent of total Bank assets at
December 31, 2012
September 30, 2012

Within Three to More Than More Than
Three Twelve One Year to Three Years Over
Months Months Three Years to Five Years Five Years Total
(Dollars in thousands)
$ 402,184 $ 1,066,438 1,216,637 $ 523,198 $ 1,126,157 4,334,614
92,166 731,278 261,391 71,553 21,262 1,177,650
116,785 13,407 11,868 4,036 4,016 150,112
174,919 176,196 168,267 210,555 105,008 834,945
314,032 779,731 614,025 265,760 320,326 2,293,874
66,386 -- -- -- -- 66,386
1,166,472 2,767,050 2,272,188 1,075,102 1,576,769 8,857,581
105,418 46,407 103,539 82,836 318,039 656,239
78,171 12,463 28,737 22,289 123,535 265,195
60,497 281,948 314,141 173,130 547,051 1,376,767
392,292 811,813 1,027,720 284,067 1,847 2,517,739
50,000 472,827 1,220,000 1,075,000 147,260 2,965,087
686,378 1,625,458 2,694,137 1,637,322 1,137,732 7,781,027
$ 480,094 $ 1,141,592 (421,949) $ (562,220) $ 439,037 1,076,554
$ 480,094 $ 1,621,686 1,199,737 $ 637,517 $ 1,076,554
5.20% 17.55% 12.99% 6.90% 11.65%
6.18 22.82 20.61 13.59 11.93
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(1) ARM loans are included in the period in whible rate is next scheduled to adjust or in the geariavhich repayments are expected to occur,
or prepayments are expected to be received, gritreir next rate adjustment, rather than in th@ogean which the loans are due. Fixed-rate
loans are included in the periods in which theysatgeduled to be repaid, based on scheduled aat@tizand prepayment assumptions.
Balances are net of deferred fees and exclude B@os more days delinquent or in foreclosure, Whataled $19.0 million at December 31,
2012.

(2) Based on contractual maturities, term to cated or pre-refunding dates as of December 31,,2@HMmortized cost.
(3) Reflects projected prepayments of MBS, at aimexditcost.

(4) Although the Bank’s checking, savings and momeayket accounts are subject to immediate withdrawanagement considers a substantial
amount of these accounts to be core deposits haignificantly longer effective maturities. Thecdg rates (the assumed rates at which the
balances of existing accounts would decline) usethese accounts is based on assumptions devdigpedur actual experiences with these
accounts. If all of the Bank’s checking, savingd anoney market accounts had been assumed to jeetsigbrepricing within one year,
interest-bearing liabilities which were estimatedrtature or reprice within one year would have egeel interest-earning assets with
comparable characteristics by $91.6 million, fauaulative one-year gap of (1.0)% of total assets.

(5) Borrowings exclude $17.7 million of deferregepayment penalty costs and $231 thousand of ddfgai@s on terminated interest rate swap
agreements.

The decrease in the one-year gap to 17.55% at Deedi, 2012, from 22.82% at September 30, 2018, dua primarily to a
decrease in the amount of assets expected to eeprér the next 12 months compared to the priortguas a result of an increase in
interest rates between the two periods. The iser@amortgage rates decreased prepayment expestaind thus decreased the
amount of assets expected to reprice over thelrionths compared to the prior quarter. Additilgnghe higher interest rates also
reduced the amount of expected calls in the Bank'sstment securities portfolio as agency debteisshave less economic incentive
to exercise embedded call options due to the higiterest rate environment. [f interest rates wernmcrease 200 basis points, the
Bank’s one-year gap would be $145.7 million, o%4.6f total assets. The significant decrease irptigtive gap amount in the +
200 basis point scenario at December 31, 2012d<@a significant decrease in the amount of agsgiscted to reprice if rates were
to increase 200 basis points.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Cliigécutive Officer and our Chief Financial Officexaluated the Company’s
disclosure controls and procedures (as definedile R3a-15(e) and 15d-15(e) under the Securitieh&mge Act of 1934, as
amended, the “Act”) as of December 31, 2012. Bagmxh this evaluation, our Chief Executive Offieed our Chief Financial
Officer have concluded that as of December 31, 268déh disclosure controls and procedures wereteféeto ensure that
information required to be disclosed by the Compiarthe reports it files or submits under the Acaccumulated and communicated
to the Company’s management (including the Chiefdative Officer and Chief Financial Officer) toaM timely decisions

regarding required disclosure, and is recorded;gssed, summarized and reported within the timiegespecified in the SEC’s
rules and forms.

Changes in Internal Control Over Financial Reporting

There have been no changes in the Company'’s intesné&rol over financial reporting (as defined inl® 13a-15(f) and 15d-15(f)
under the Act) identified in connection with theatation required by Rule 13a-15(d) of the Act thed¢urred during the Company’s
guarter ended December 31, 2012 that have mayesiffiicted, or are reasonably likely to materialffect, the Company’s internal
control over financial reporting.

Part 1l - OTHER INFORMATION

Item 1. Legal Proceedings

We are not involved in any pending legal proceeslioidner than routine legal proceedings occurrintpénordinary course of
business. We believe that these routine legalgaaiogs, in the aggregate, are immaterial to oanitial condition and results of
operations.

Item 1A. Risk Factors

There have been no material changes to our rig&riadisclosed in our Annual Report on Form 10-Ktfe fiscal year ended
September 30, 2012. For a summary of risk faclevant to our operations, see Part |, Item 1Aun2012 Annual Report on Form
10-K.
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Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds

See “Liquidity and Capital Resources - Capital®ltem 2. Management’s Discussion and Analysis afdficial Condition and
Results of Operations” regarding the OCC restniction dividends from the Bank to the Company.

The following table summarizes our share repurclaasigity during the three months ended DecembefB812 and additional
information regarding our share repurchase programbecember 2011, the Company announced tha&dlaed of Directors
approved the repurchase of up to $193.0 milliothefCompany’s common stock. In November 2012Qtepany announced that
the Board of Directors approved a new $175.0 mmltock repurchase program to commence once th@pgerepurchase plan is

completed. These plans have no expiration date.

Total Number of Shares Approximate Dollar
Total Number of Purchased as Part of Value of Shares that
Shares Average Price Publicly Announced May Yet Be Purchased
Period Purchased Paid per Share Plans Under the Plans
October 1, 2012 through
October 31, 2012 728,600 $ 11.92 728,600 $ 35,338,092
November 1, 2012 throu
November 30, 2012 2,535,282 11.82 2,535,282 180,363,534
December 1, 2012 through
December 31, 2012 - - - 180,363,534
Total 3,263,882 $ 11.84 3,263,882 $ 180,363,534

Item 3. Defaults Upon Senior Securities
Not applicable.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

Not applicable.

Item 6. Exhibits

See Index to Exhibits.
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SIGNATURES

Pursuant to the requirement of the Securities Bxghaict of 1934, the registrant has duly causedréport to be signed on its behalf
by the undersigned thereunto duly authorized.

CAPITOL FEDERAL FINANCIAL, INC.

Date: February 4, 2013 By: /s/ John B. Dicus
John B. Dicus, Chairman, President and Chief Exee@fficer

Date: February 4, 2013 By: /s/ Kent G. Townsend

Kent G. Townsend, Executive Vice President,
Chief Financial Officer, and Treasurer
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INDEX TO EXHIBITS

Exhibit

Number Document

2.0 Amended Plan of Conversion and Reorganization filedctober 27, 2010 as Exhibit 2 to Capitol Feldeirzancial,
Inc.’s Post Effective Amendment No. 2 Registrat@iatement on Form S-1 (File No. 333-166578) andrjparated
herein by referen:

3(i) Charter of Capitol Federal Financial, Inc., asdfiem May 6, 2010, as Exhibit 3(i) to Capitol Fedé&iaancial, Inc.’s
RegistratiorStatement on Form-1 (File No. 33-166578) and incorporated herein by refer:

3(ii) Bylaws of Capitol Federal Financial, Inc. as filed May 6, 2010, as Exhibit 3(ii) to Capitol Feddrfaiancial Inc.’s
Reqgistration Statement on Forr-1 (File N0.335-166578) and incorporated herein by refer

10.1(i) Capitol Federal Financial’s Thrift Plan filed on Womber 29, 2007 as Exhibit 10.1(i) to the Annugb&¢€on Form
10-K for Capitol Federal Financial and incorporatedeie by referenc

10.1(ii) Capitol Federal Financial, Inc.’s Employee Stockr@vship Plan, as amended, filed on May 10, 201Bxaghit
10.1(ii) to the March 31, 2011 Form-Q for Capitol Federal Financial, Inc., and incoqted herein by referer

10.1(iii) Form of Change of Control Agreement with each ¢fnJB. Dicus, Kent G. Townsend, R. Joe Aleshireyyar
Brubaker, and Rick C. Jackson filed on January2PQ,1 as Exhibit 10.1 to the Registrant’s Currerpdteon Form
8-K and incorporated herein by reference

10.1(iv) Form of Change of Control Agreement with each Nat@l. Haag and Carlton A. Ricketts filed on Novemd@,
2012 as Exhibit 10.1(iv) to the Registrant’'s AnnRalport on Form 1-K and incorporated herein by refere

10.2 Capitol Federal Financial’s 2000 Stock Option amcehtive Plan (the “Stock Option Plan”) filed onrA@d3, 2000
as Appendix A to Capitol Federal Financial's Regliggoxy Statement (File No. 000-25391) and inccafemt herein
by reference

10.3 Capitol Federal Financial’'s 2000 Recognition anteRtion Plan filed on April 13, 2000 as AppendixdCapitol
Federal Financial's Revised Proxy Statement (Fidle 00(-25391) and incorporated herein by refere

10.4 Capitol Federal Financial Deferred Incentive BoRlen, as amended, filed on May 5, 2009 as Exhib# 1o the
March 31, 2009 Form -Q for Capitol Federal Financial and incorporateteheby referenc

10.5 Form of Incentive Stock Option Agreement under3teck Option Plan filed on February 4, 2005 as EixHi0.5 to
the December 31, 2004 Form-Q for Capitol Federal Financial and incorporaterehreby referenc

10.6 Form of Non-Qualified Stock Option Agreement untler Stock Option Plan filed on February 4, 200E&xsibit
10.6 to the December 31, 2004 Forn-Q for Capitol Federal Financial and incorporateceheby referenc

10.7 Form of Restricted Stock Agreement under the Reitiogrand Retention Plan filed on February 4, 2@68%xhibit
10.7 to the December 31, 2004 Forn-Q for Capitol FedereFinancial and incorporated herein by refer¢

10.8 Description of Named Executive Officer Salary arahBs Arrangements filed on November 29, 2012 ashitxt0.8
to the Registrant’s Annual Report on Forn-K and incorporated herein by refere

10.9 Description of Director Fee Arrangements filed @bfuary 9, 2011 as Exhibit 10.9 to the Decembe2810 Form
10-Q and incorporated herein by refere

10.10 Short-term Performance Plan filed on August 4, 284 Exhibit 10.10 to the June 30, 2011 Form 10-® an
incorporated herein by reference

10.11 Capitol Federal Financial, Inc. 2012 Equity InceatPlan (the “Equity Incentive Plan”) filed on Dadeer 22, 2011
as Appendix A to Capitol Federal Financial, In®t®xy Statement (File No. 001-34814) and incorpaatdterein by
reference

10.12 Form of Incentive Stock Option Agreement underElgity Incentive Plan filed on February 6, 201ZEakibit
10.12 to the December 31, 2011 Form 10-Q and ireatpd herein by reference

10.13 Form of Non-Quialified Stock Option Agreement unther Equity Incentive Plan filed on February 6, 2@%ZExhibit
10.13 to the December 31, 2011 Forn-Q and incorporated herein by refere

10.14 Form of Stock Appreciation Right Agreement under Byuity Incentive Plan filed on February 6, 208ZEahibit
10.14 to the December 31, 2011 Forn-Q and incorporated herein by refere

10.15 Form of Restricted Stock Agreement under the Eduitgntive Plan filed on February 6, 2012 as ExHibi15 to th
December 31, 2011 Form-Q and incorporated herein by refere

11 Statement re: computation of earnings per $hare

31.1 Certification pursuant to section 302 of the Sadsa®xley Act of 2002 made by John B. Dicus, Chairniresident
and ChielExecutive Office

31.2 Certification pursuant to section 302 of the Sadsa@xley Act of 2002 made by Kent G. Townsend, biige Vice
President, Chief Financial Officer and Treas

32 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarksr@ct of

2002 made by John B. Dicus, Chairman, PresidentCdmelf Executive Officer, and Kent G. Townsend, &xéeve
Vice President, Chief Financial Officer and Treasur
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101 The following information from the Company’s QuatyeReport on Form 10-Q for the quarter ended Ddmam31,
2012, filed with the SEC on February 4, 2013, hesnbformatted in eXtensible Business Reporting Lagg:
(i) Consolidated Balance Sheets at December 312 26d September 30, 2012, (ii) Consolidated Statésvaf
Operations for the three months ended Decembe&2@®®, and 2011, (iii) Consolidated Statements of Q@inensive
Income for the three months ended December 31, 2Ad2011, (iv) Consolidated Statement of Stockérsid
Equity for the three months ended December 31, 2@} Zonsolidated Statements of Cash Flows fothhee
months ended December 31, 2012 and 2011, and ¢¢@sNo the Unaudited Consolidated Financial Statgsn**

*No statement is provided because the computatigmeoshare earnings can be clearly determined frenfrinancial Statements
included in this report.

**Pursuant to SEC rules, this exhibit will not beained filed for purposes of Section 18 of the ERglaAct or otherwise subject to
the liability of that section.
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