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On September 12, 1994, Commercial Federal Corporation (the "Corporation")
and its wholly owned subsidiary, Commercial Federal Bank (the "Bank") commenced
litigation relating to supervisory goodwill against the United States in the
United States Court of Federal Claims seeking to recover monetary relief for the
government's refusal to honor certain contracts that it had entered into with
the Bank. The suit alleged that such governmental action constituted a breach of
contract and an unlawful taking of property by the United States without just
compensation or due process in violation of the Constitution of the United
States. The Corporation and the Bank were pursuing alternative damage claims of
up to approximately $230 million.

On March 24, 2003, the Corporation received an order from the United States
Court of Federal Claims denying its motion for summary Jjudgment seeking to
establish 1liability for breach of contract and granting the United States
government's cross motion seeking to establish no liability for breach of
contract with respect to the Corporation's acquisition of Empire Savings
Building and Loan ("Empire"). 1In the 1litigation, the Corporation had alleged
that with respect to its 1987 acquisition of Empire, the Federal Home Loan Bank
Board promised that $190 million of goodwill (the amount by which Empire's
liabilities exceeded 1its assets) would be included in the Bank's regulatory
capital as well as the $60 million of preferred stock issued by the Bank to fund
the acquisition of Empire. Although the Court granted a motion for summary
judgment in the lawsuit in favor of the Corporation for a smaller goodwill claim
against the United States involving the Corporation's acquisition of Territory
Savings and Loan Association ("Territory"), the Corporation advised the Court
that the damages in the Territory claim could not be separated from the damages
in the Empire claim and a final judgment was issued by the Court dismissing the
Corporation's lawsuit.

The Corporation and the Bank have determined not to appeal the judgment
issued by the United States Court of Federal Claims. As a result, the litigation
with respect to Empire and Territory claims has been terminated with no damages
being awarded to the Corporation or the Bank.

The Bank also assumed a separate lawsuit in the merger with Mid Continent
Bancshares, Inc. ("Mid Continent") against the United States also relating to a
supervisory goodwill claim filed by the former Mid Continent. The lawsuit
involving Mid Continent is pending. A final summation in the trial is set for
the week of October 26, 2003. A final ruling is anticipated to follow within six
months thereafter.
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