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A SHORT HISTORY

Washington Federal, Inc.
(Company or Washington Federal) is
a unitary thrift holding company
headquartered in Seattle, Wash-
ington. Its principal subsidiary is
Woashington Federal Savings, which
operates 148 offices in eight western
states.

The Company had its origin on
April 24, 1917, as Ballard Savings and
Loan Association. In 1935, the state-
chartered Company converted to a
federal charter, became a member of
the Federal Home Loan Bank (FHLB)
system and obtained federal deposit
insurance. In 1958, Ballard Federal
Savings and Loan Association merged
with Washington Federal Savings and
Loan Association of Bothell, and the
latter name was retained for wider
geographical acceptance. In 1971,
Seattle Federal Savings and Loan
Association, with three offices,
merged into the Company, and at the
end of 1978, was joined by the

10 offices of First Federal Savings and
Loan Association of Mount Vernon.

On November 9, 1982, the
Company converted from a federal
mutual to a federal stock association.
In 1987 and 1988, acquisitions of
United First Federal, Provident
Federal Savings and Loan, and
Northwest Federal Savings and Loan,
all headquartered in Boise, Idaho,
added 28 Idaho offices to the Com-
pany. In 1988, the acquisition of
Freedom Federal Savings and Loan
Association in Corvallis, Oregon,
added 13 Oregon offices, followed in
1990 by the eight Oregon offices of
Family Federal Savings.

In 1991, the Company added
three branches with the acquisition of
First Federal Savings and Loan
Association of Idaho Falls, Idaho, and
acquired the deposits of First Western
Savings Association of Las Vegas,
Nevada, in Portland and Eugene,
Oregon, where they were doing busi-
ness as Metropolitan Savings Associa-
tion. In 1993, 10 branches were added
with the acquisition of First Federal
Savings Bank of Salt Lake City, Utah.
In 1994, the Company expanded into
Arizona.

In 1995, the stockholders
approved a reorganization whereby
Washington Federal Savings became a
wholly owned subsidiary of a newly
formed holding company, Wash-
ington Federal, Inc. That same year,
the Company purchased West Coast
Mutual Savings Bank with its one
branch in Centralia, Washington, and
opened six additional branches. In
1996, the Company acquired Metro-
politan Bancorp of Seattle, adding
eight offices in Washington in addi-
tion to opening four branches in
existing markets. Between 1997 and
1999, Washington Federal Savings
continued to develop its branch
network, opening a total of seven
branches and consolidating three offi-
ces into existing locations.

In 2000, the Company expanded
into Las Vegas, opening its first
branch in Nevada along with two
branches in Arizona. In 2001, the
Company opened two additional
branches in Arizona and its first
branch in Texas with an office in the
Park Cities area of Dallas. In 2002,
Washington Federal Savings opened
five full-service branches in existing
markets. In 2003, the Company pur-
chased United Savings and Loan
Bank with its four branches in the
Seattle metropolitan area, added one
new branch in Puyallup, Washington,
and consolidated one branch in
Nampa, Idaho. In 2005, the Company
consolidated two branches in Mount
Vernon, Washington, into one and
opened branches in Plano, Texas, and
West Bend, Oregon. In 2006, the
Company opened locations in Kla-
math Falls, Oregon, Richardson,
Texas and another in Las Vegas,
Nevada. During 2006, a branch in
Medford, Oregon, was opened.

The Company acquired First
Federal Banc of the Southwest, Inc.,
the holding company for First Federal
Bank located in Roswell, New Mex-
ico, on February 13, 2007. First
Federal Bank had 13 branch locations,
11 in New Mexico and two in El Paso,
Texas.

The Company acquired First
Mutual Bancshares, Inc. (“First
Mutual”), the holding company for
First Mutual Bank, on February 1,
2008. First Mutual had 12 branches
primarily located in the eastside of
Seattle.

The Company obtains its funds
primarily through deposits from the
general public, from repayments of
loans, borrowings and retained earn-
ings. These funds are used largely to
make loans to individuals and busi-
ness for the purchase of new and
existing homes, construction and land
loans, commercial real estate,
commercial and industrial loans, and
for investments.



FINANCIAL HIGHLIGHTS

September 30, 2008 2007 % Change
(In thousands, except per share data)

AASSEES .+ vt $11,796,425 $10,285,417 15%
Cash and cash equivalents .......... . ... i 82,600 61,378 35
[NVEStMENt SECUTILIES .« . v oottt et e e et et e 49,001 240,392 -80
Loans receivable, net .. ..o 9,501,620 8,188,278 16
Mortgage-backed securities .. ....... ... 1,551,603 1,413,669 10
CUSTOMET ACCOUNLS « + « v e v et et et e et e et et e et e e ettt 7,169,539 5,996,785 20
FHLB advances and other borrowings . .......... ... ... oo .. 3,175,908 2,835,979 12
Stockholders’ equity « ... ovve et e 1,332,674 1,318,127 1
NEt INCOME .« vttt et e e e e e e e e 62,332 135,017 -54
Diluted earnings pershare ....... ... ... .. . i 0.71 1.54 -54
Dividends pershare .......... .. i 0.84 0.83 1
Stockholders’” equity pershare ......... .. ... i 15.16 15.07 1
Shares outstanding . ... ...t 87,916 87,442 —
Return on average stockholders’ equity ........... .o il 4.59% 10.46% —
Return on average assets .. ............oiuiiiiiiniiiiiniii 0.55 1.40 —
Efficiency ratio .. ......oooi i 27.23 23.56 —

TOTAL ASSETS STOCKHOLDERS’ EQUITY NET INCOME PER DILUTED SHARE

Dollars in Millions Dollars in Millions $

1,333 2.00
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TO OUR STOCKHOLDERS

Dear Stockholder,

At the beginning of the just-completed fiscal year, I wrote to you and shared management’s belief that two significant
trends would emerge in 2008. We forecasted an improvement in the spread between our yield on earning assets and our
cost of funding, and we advised that the year would bring higher loan-related expenses. We suggested that it would be the
interplay between those two factors that would determine whether or not earnings would increase in fiscal 2008. During
the year, the spread did improve considerably, but problem loan-related expenses increased even more dramatically as the
market for residential housing rapidly deteriorated. In addition, an unanticipated pre-tax expense of $88 million, due to a
write-down of Fannie Mae and Freddie Mac securities, caused earnings to decline to the lowest level since 1990. Net
Income amounted to $62,332,000, or $.71 per share in fiscal 2008, versus $135,017,000, or $1.54 per share, in fiscal 2007.

Obviously, we are disappointed with those results. Fortunately, over the years we built a balance sheet and capital posi-
tion that enabled us to handle the unprecedented losses and still remain solidly in the black and on very sound financial
footing. Against the backdrop of enormous capital destruction in the industry, including outright failure of some of the
largest banks, thrifts and investment banks in the country, many would deem our performance enviable.

The reversals in housing and the overall economy last year meant that much of management’s energy and focus shifted
from growing the balance sheet to the workout of troubled loans. The fiscal year ended with $164 million of loans, or
1.39% of total assets, in nonperforming status, compared to $16 million of loans, or .15% of total assets, at the prior year-
end. Loan losses increased from $ 1.5 million in fiscal 2007 to $15 million in fiscal 2008. Each of the three lending seg-
ments, comprised of Consumer, Commercial Real Estate, and Business Banking, are experiencing a greater number of
problem loans than one year ago and we forecast that the economy in general, and the housing market in particular, will
continue to be distressed. It would therefore be naive to believe that problem asset totals have peaked. We expect the
upward trends in non-performing assets and loan losses to continue into the new fiscal year. Because of the unusually chal-
lenging conditions, I will address each one of the lending segments in a bit more detail than usual.

The Consumer loan portfolio represents 75% of total loans and is heavily concentrated in single-family mortgages,
primarily 30 year, fixed-rate, owner-occupied loans. These loans are performing well relative to the overall market to this
point and, although economic conditions are beyond our control, we hope for only a moderate increase in losses in the
coming year. Despite media attention and political cover to do otherwise, we still believe that the vast majority of home-
owners strongly wish to honor their obligations and will continue to pay even when it hurts, simply because it’s the right
thing to do. The weakest part of our Consumer portfolio is $150 million of indirect home improvement loans acquired in a
recent acquisition of another bank. The yield on these loans is quite high, reflective of the risk, and the loans are very
profitable today; however, losses are likely to increase as we liquidate these loans and exit the business. We currently carry
a reserve for loan losses equal to 7% of the balance, which is approximately triple the historical loss rate in that portfolio.

The next largest segment of our loan portfolio is invested in Commercial Real Estate. Most of the current loan prob-
lems emanate from this segment, and we expect that condition to persist. Specifically, we anticipate continued weakness
in residential land and construction loans. Due to the capital-intensive nature of the business, land acquisition and devel-
opment loans are generally large, and are collateralized by assets with cyclical values. With demand for new construction
at a low ebb, the value of the underlying collateral on many of these loans has fallen dramatically and some borrowers now
find themselves unable to generate cash flow from lot sales sufficient to service their debt. Stockholders should expect
foreclosures and accompanying write-downs from this segment to continue at a high level in 2009. If there is any good
news for those assets, it is that population growth continues in our Western U.S. markets and demand will increase at
some point. For example, in the Puget Sound area where we are headquartered, some experts are predicting a shortage of
lots in 2010-2012. Because we have the capital to do so, and the cost to carry non-earning assets is quite low right now, it
may prove less expensive to hold land or finished lots on which we foreclose until market conditions improve, rather than
sell at current fire-sale prices. We will make that decision on an asset-by-asset basis. Speculative construction loans, how-
ever, are secured by depreciating assets that require extensive maintenance; therefore, we will be more likely to sell at the
current market price after foreclosure and finalize any loss. The balance of the Commercial Real Estate portfolio is secured
by income producing properties, concentrated in what historically has been a very high quality portfolio of multi-family
loans. To date, these loans are nearly trouble-free and increasing apartment rents in most markets give us comfort that the
trend will continue.



Business Banking loans, while growing, currently represent less than 2% of total loans. A slowing economy will have
some detrimental effect on the quality of this portfolio, but should not materially impact the overall performance of the
Company. We will pay particularly close attention to borrowers in industries that are construction related.

Although the quality of the loan portfolio cannot be regarded as “pristine” as we reported for several years running,
and quality indicators are still trending downward, we believe that the problems at this time are manageable. Two metrics
give us comfort. The first is the continued improvement in our net interest spread, which increased from 2.04% on Sep-
tember 30, 2007 to 2.86% on September 30, 2008. The increase in the net interest spread enables management to produce
more net interest income for covering expenses, including credit costs. Second, the year begins with a stronger starting
allowance for loan losses, which increased from $29 million at September 30, 2007 to $85 million on September 30, 2008.
This is an almost three-fold increase during the year, reflective of the estimated losses we believed to be inherent in the
loan portfolio at fiscal year-end.

Focusing for a moment on important long-term investments made last year, the acquisition of First Mutual Bank was
completed on February 1, 2008 and added approximately $1 billion in assets, $750 million in deposits and 12 branches to
our franchise. With most of the new offices located just east of Seattle, we have added significant presence in some of the
fastest growing markets in the U.S. We also acquired a talented employee base that adds depth to our management struc-
ture and dedicated staff. Working together now for nine months, the combination has already made Washington Federal a
better company. I wish to compliment employees on both sides of the transaction for making this one of the smoothest
integrations I have experienced in my career.

Another key event was the creation of a new information technology initiative. Known as Project Tritan, this group
will engage in a major rewrite of our core operating system to meet all operational and management information require-
ments, replace all desktop hardware and software and the associated communication infrastructure, and enable full elec-
tronic interface with our customer base. Historically, a low-cost IT infrastructure has been the “secret sauce” in our recipe
for efficiency. By keeping the function in-house we have been able to hold the cost to less than 15% of the industry aver-
age, a savings of millions of dollars per year. Project Tritan will double our IT expense, yet the additional cost is necessary
to obtain the critical security, operational and information requirements necessary to manage a company our size and
larger in the modern age.

Anyone who has followed Washington Federal over the years knows that maintaining a strong capital base is always a
management priority. Toward that end, management and the board of directors recently made the decision to accept an
invitation by the federal government to participate in the U.S. Treasury’s Capital Purchase Program. Under the program,
which is designed to shore up confidence in the U. S. financial system, Washington Federal issued 200,000 shares of pre-
ferred stock to the U.S. Treasury for an aggregate purchase price of $200 million, and a ten year warrant to purchase up to
1.7 million shares of common stock at a price of $17.57 per share. We closed this transaction on November 14, 2008.
Because we were already well capitalized prior to the transaction, the Treasury capital investment was not a necessity;
rather, it provides insurance that Washington Federal will remain well capitalized even in the current distressed economy.
The additional capital provides more cushion for future loan losses and increases our capacity for lending. The highest and
best use of the funds will be new lending. Should the market not allow deployment of the money through normal lending
activities, we might use the funds to assist the industry by absorbing weaker institutions. The added capital will also make
it easier for us to work with troubled borrowers. All of these outcomes would be good for the communities that we serve
and are in keeping with the Treasury’s intended uses. Our goal is to repay the funds to the Treasury, with interest, as soon
as possible once the financial crisis has ended.

The growth of the institution also required some management restructuring during the year. The positions of Chief
Credit Officer and Business Banking Manager were added to the Executive Management Committee. Executive Vice
Presidents Mark Schoonover and Rick Collette were placed into those respective roles and we are pleased to have their
professional talent in those important jobs. Both bring a great deal of experience and knowledge into their areas of
responsibility, and I look forward to introducing them to you at our Annual Meeting.

[ also wish to recognize the addition of James J. Doud, Jr. to the Board of Directors. Jim has been a fixture in the Seat-
tle area business community for many years, has served on numerous boards, including First Mutual’s, and has added wel-
come experience, wisdom and financial literacy to our already strong board. We are fortunate that a person of Jim’s caliber
has agreed to serve during such a volatile and uncertain time.



TO OUR STOCKHOLDERS (CONTINUED)

As a measure of the severity of
the current housing slump, it is
worth sharing an anecdote told
recently by an analyst who has cov-
ered Washington Federal for several
years. He stated that two years ago,
when he spoke at a similar event, he
covered 24 companies in our
industry. Of that 24, today only ten
remain and of those, Washington
Federal’s is the only common stock
that trades above $5 per share and in
excess of book value. That story
makes us proud of the decisions we
have made over the past few years,
yet at the same time reminds us just
how fragile the economy and its
financial institutions are at the

moment. We have built this business
to last by striving always to place (Back row - from left to right) Mark A. Schoonover, Executive Vice President and Chief Credit Officer,
Linda S. Brower, Executive Vice President, Jack B. Jacobson, Executive Vice President, Rick J. Collette,
) o . Executive Vice President (Front row - from left to right) Brent J. Beardall, Executive Vice President and
At this WIItINg 1t seems a certainty Chief Financial Officer, Roy M. Whitehead, Chairman, President and Chief Executive Officer, Edwin C.
that the U.S. is in the most severe Hedlund, Executive Vice President and Secretary.

economic contraction since the

Great Depression and that many

tomorrow’s interest ahead of todays.

difficult decisions will have to be made to ensure our continued prosperity. Expect that in the new fiscal year management
and the board will make the tough decisions necessary to ensure the institution’s future, even though short-term con-
sequences may hurt a bit.

In closing, I wish to thank our loyal customers, employees and stockholders for their continued support. As always, please
send your friends, neighbors and relatives to Washington Federal or its operating divisions of First Federal in New Mexico or
First Mutual here in the Puget Sound area, for all of their home loans and other banking needs. I look forward to seeing you at
the Annual Meeting scheduled for 2 p.m., on Wednesday January 21, 2009, at the Sheraton Hotel in downtown Seattle,
Washington.

Sincerely,

“ay . Wikl

Roy M. Whitehead
Chairman, President and Chief Executive Officer



MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

GENERAL

CRITICAL
ACCOUNTING
POLICIES

In addition to historical information, this Annual Report on Form 10-K includes certain “forward-looking
statements,” as defined in the Securities Act of 1933 and the Securities Exchange Act of 1934, based on current
management expectations. Actual results could differ materially from those management expects. Such forward-
looking statements include statements regarding Washington Federal’s intentions, beliefs or current expectations
as well as the assumptions on which such statements are based. Stockholders and potential stockholders are cau-
tioned that any such forward-looking statements are not guarantees of future performance and involve risks and
uncertainties, and that actual results may differ materially from those contemplated by such forward-looking
statements. Factors that could cause future results to vary from current management expectations include, but are
not limited to: general economic conditions; legislative and regulatory changes; monetary fiscal policies of the
federal government; changes in tax policies; rates and regulations of federal, state and local tax authorities;
changes in interest rates; deposit flows; cost of funds; demand for loan products; demand for financial services;
competition; changes in the quality or composition of the Company’s loan and investment portfolios; changes in
accounting principles; policies or guidelines and other economic; competitive; governmental and technological
factors affecting Washington Federal’s operations, markets, products services and fees. Washington Federal
undertakes no obligation to update or revise any forward-looking statements to reflect changed assumptions, the
occurrence of unanticipated events or changes to future operating results over time.

Washington Federal, Inc. (Company or Washington Federal) is a unitary thrift holding company. The Compa-
ny’s primary operating subsidiary is Washington Federal Savings, a federally-chartered savings and loan associa-
tion.

The Company’s fiscal year end is September 30t. All references to 2008, 2007 and 2006 represent balances as of
September 30, 2008, September 30, 2007, and September 30, 2006, or activity for the fiscal years then ended.

On February 1, 2008, the Company acquired 100% of the outstanding shares of First Mutual Bancshares, Inc.
(First Mutual). The merger agreement provided for the merger of First Mutual with and into the Company, fol-
lowed by the merger of First Mutual Bank, a state savings bank and wholly owned subsidiary of First Mutual, into
the Company’s wholly owned subsidiary, Washington Federal Savings and Loan Association. As a result of the
acquisition, Washington Federal added 169 employees and 12 branches primarily located on the rapidly growing
eastside of Seattle. The acquisition was accounted for as a purchase transaction with the total cash consideration
funded through internal sources. The all-cash purchase price was $180,985,000. The purchase price has been
allocated to the underlying assets and liabilities based on estimated fair values at the date of acquisition. Results
of operations are included from the date of acquisition. The Company acquired assets with an estimated fair value
of $1,147,890,000 and assumed liabilities with an estimated fair value of $966,905,000. The acquisition produced
goodwill of $110,382,000 and a core deposit intangible of $2,523,000.

Preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires the use of estimates and assumptions that affect reported amounts of certain assets,
liabilities, revenues and expenses in the Company’s consolidated financial statements. Accordingly, estimated
amounts may fluctuate from one reporting period to another due to changes in assumptions underlying estimated
values.

The Company has determined that the only accounting policy deemed critical to an understanding of the con-
solidated financial statements of Washington Federal relates to the methodology for determining the valuation of
the allowance for loan losses, as described below.

The Company maintains an allowance for loan losses to absorb losses inherent in the loan portfolio. The allow-
ance is based on ongoing, quarterly assessments of the probable and estimable losses inherent in the loan portfo-
lio. The Company’s methodology for assessing the appropriateness of the allowance consists of several key ele-
ments, which include the general allowance and specific allowances.

The general loan loss allowance is established by applying a loss percentage factor to the different loan types. The
allowance is provided based on Management’s continuing evaluation of the pertinent factors underlying the qual-
ity of the loan portfolio, including changes in the size and composition of the loan portfolio, actual loan loss
experience, current economic conditions, collateral values, geographic concentrations, seasoning of the loan
portfolio, specific industry conditions and the duration of the current business cycle. The recovery of the carrying
value of loans is susceptible to future market conditions beyond the Company’s control, which may result in
losses or recoveries differing from those provided.

Specific allowances are established for loans which are individually evaluated, in cases where Management has
identified significant conditions or circumstances related to a loan that Management believes indicate the proba-
bility that a loss has been incurred.



MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED)

INTEREST
RATE RISK

ASSET
QUALITY &

The Company accepts a high level of interest rate volatility as a result of its policy to originate fixed-rate single-
family home loans that are longer-term than the short-term characteristics of its liabilities of customer accounts
and borrowed money. The following table shows the estimated repricing periods for earning assets and paying
liabilities.

Repricing Period

After 1 year -
Within One Year  before 4 Years Thereafter Total

(In thousands)

As of September 30, 2008

Earning Assets * ... ................ $ 2,989,538 $ 2,200,259 $ 6,139,679  $ 11,329,476
Paying Liabilities .................. (6,978,677) (2,239,856) (1,126,914) (10,345,447)
Excess (Liabilities) Assets ........... $(3,989,139) $ (39,597) $ 5,012,765

Excess as % of Total Assets .......... -33.8%

Policy limit for one year excess ....... -60.0%

*  Asset repricing period includes estimated prepayments based on historical activity

At September 30, 2008, the Company had approximately $4.0 billion more liabilities subject to repricing in the
next year than assets, which amounted to a negative maturity gap of 34% of total assets. As of September 30,
2007, the amount of excess liabilities subject to repricing within one year was approximately $3.4 billion, or 33%,
of total assets. The increase of approximately $600 million of liabilities in excess of assets repricing within one
year was due to the continued growth of long term assets, primarily 30 year mortgage loans, funded through
growth of short term customer deposits and borrowed money. Although the absolute dollar amount of the one
year gap increased by approximately $600 million, the negative maturity gap percentage increased only 1%, due
to the growth in the balance sheet. By having an excess of liabilities repricing within one year over assets, the
Company is subject to decreasing net interest income should interest rates rise. However, if the size and/or mix of
the balance sheet changes, rising rates may not cause a decrease in net interest income. The Company’s interest
rate risk approach has never resulted in the recording of a monthly operating loss.

The Company’s net interest spread increased from 2.05% at September 30, 2007 to 2.85% at September 30, 2008.
Net interest spread represents the difference between the contractual rates of earning assets and the contractual
rates of paying liabilities as of a specific date. The spread increased primarily because rates on customer accounts
decreased by 111 basis points over the prior year while rates on earning assets decreased by only 24 basis points
(see Period End Spread table on page 11). This increase in spread was driven by falling short term market interest
rates.

During 2008, the Company chose to grow earning assets by increasing the net amount of loans and investments
by $1,259,885,000. This growth was primarily funded by growth in customer accounts of $1,172,754,000 and a
net increase in borrowings of $339,929,000. During the year the Company borrowed $436,313,000 in long-term
funding. Stockholders’ equity of $1,332,674,000 at September 30, 2008, provides management with flexibility in
managing interest rate risk, by providing the ability to borrow additional funds or grow customer accounts and
still maintain sufficient capital levels.

The Company maintains an allowance to absorb losses inherent in the loan portfolio. The allowance is based on
ongoing, quarterly assessments of the probable and estimable losses inherent in the loan portfolio. The Com-

ALLOWANCE FOR pany’s methodology for assessing the appropriateness of the allowance consists of several key elements, which

LOAN LOSSES

include the general allowance and specific allowances.

The general portion of the loan loss allowance is established by applying a loss percentage factor to the different
loan types. Management believes loan types are the most relevant factor to group loans for the allowance calcu-
lation as the risk characteristics in these groups are similar. The allowances are provided based on Management’s
continuing evaluation of the pertinent factors underlying the quality of the loan portfolio, including changes in
the size and composition of the loan portfolio, actual loan loss experience, current economic conditions, geo-
graphic concentrations, seasoning of the loan portfolio, specific industry conditions, and the duration of the cur-
rent business cycle. The recovery of the carrying value of loans is susceptible to future market conditions beyond
the Company’s control, which may result in losses or recoveries differing from those provided.

Specific allowances are established for loans which are individually evaluated, in cases where Management has
identified significant conditions or circumstances related to a loan that Management believes indicate the proba-
bility that a loss has been incurred.

Loans for commercial purposes, including multi-family loans, builder construction loans and commercial loans are
reviewed on an individual basis to assess the ability of the borrowers to continue to service all of their principal
and interest obligations. If a loan shows signs of weakness, it is downgraded and, if warranted, placed on



LIQUIDITY AND
CAPITAL
RESOURCES

non-accrual status. The Company has an asset quality review function that reports the results of its internal
reviews to the Board of Directors on a quarterly basis.

Non-performing assets were $164,191,000, or 1.39% of total assets, at September 30, 2008, compared to
$15,931,000, or .15% of total assets, at September 30, 2007. Over the last ten and twenty years the average ratio
of non-performing assets to total assets was .36% and .48%, respectively. Total delinquencies over 30 days were

$236,848,000, or 2.49%, of net loans at September 30, 2008, compared to $48,405,000, or .59% of net loans at
September 30, 2007.

The following table details non-performing asset by type, comparing 2008 and 2007.

September 30,
Non-Performing Assets 2008 2007 $ Change % Change
(In thousands)

Non-accrual loans:

Single-family residential ........... ... ... ... . ... $ 38,017 $ 9,820 $ 28,197 287%
Construction — speculative . ...............ooiiun.... 33,003 2,446 30,557 1249%
ConStruction — CUSEOML + v v v v vt et et e e e e ee s 1,315 — 1,315 —
Land — acquisition & development ................... 51,562 1,809 49,753 2750%
Land — consumer lotloans . ......................... — — — —
Multi-Family . ... 748 148 600 405%
Commercial real estate ..............cooiineiinn.... 1,929 253 1,676 662%
Commercial & industrial ........................... — 42 (42) -100%
HELOC ... — — — —
CONSUMET .+ .+ e vt ettt e e e e et 535 — 535 —
Total non-accrual loans . ......................... 127,109 14,518 112,591 176%
Total REO .. .o 37,082 1,413 35,669 2524%
Total non-performing assets .. ............coveuunernn... $164,191 $15,931  $148,260 931%

The significant increase in overall non-performing assets is the result of declining home values, rising unemploy-
ment and deteriorating economic conditions in the Company’s eight-state market territory. We expect the trend
to continue and possibly accelerate in the near-term.

Speculative construction loans and land acquisition and development loans are the weakest performing segments
of the portfolio. The amount of non-performing assets in those categories increased considerably due to lower
new home sales and construction starts during the year.

In response to the deteriorating credit quality of our loan portfolio, the allowance for loan loss increased by
$56,538,000 or 198% over 2007. $56,162,000 of the allowance is based on the formulaic calculation and the remain-
ing $28,896,000 is made up of specific reserves on loans that were deemed to be impaired at September 30, 2008.

The principal sources of funds for the Company’s activities are retained earnings, loan repayments (including
prepayments), net deposit inflows, repayments and sales of investments and borrowings. Washington Federal’s
principal sources of revenue are interest on loans and interest and dividends on investments.

The Company’s net worth at September 30, 2008, was $1,332,674,000, or 11.3% of total assets. This is an increase
of $14,547,000 from September 30, 2007, when net worth was $1,318,127,000, or 12.8% of total assets. The
Company’s net worth increased due in part to net income of $62,332,000, proceeds received from the exercise of
common stock options of $2,198,000, an increase in accumulated other comprehensive income of $15,505,000 and
purchases by the Employee Stock Ownership Plan of $5,771,000. Net worth was reduced by $73,688,000 as a result
of cash dividends paid. The Company paid out 118% of its 2008 earnings in cash dividends, compared with 54%
last year. This was the first time in the Company’s history that it paid out more in dividends than it earned. Over
the long term, the Company would prefer its dividend payout ratio to be less than 50%.

Washington Federal Saving’s percentage of net worth to total assets is over two times the minimum required
under Office of Thrift Supervision (OTS) regulations (see Note M). Management believes this strong net worth
position will help the Company manage its interest rate risk and will enable it to compete more effectively.

Customer accounts increased $1,172,754,000, or 19.6%, from one year ago. Management’s strategy has been to
remain competitive in deposit pricing to attract new deposit relationships necessary to fund asset growth. Deposit
growth benefited from $744,182,000 of deposits from the First Mutual acquisition.

The Company has a credit line with the FHLB Seattle equal to 50% of total assets, providing a substantial source
of liquidity if needed. FHLB advances are collateralized as provided for in the Advances, Pledge and Security
Agreement by all FHLB stock owned by the Company, deposits with the FHLB and certain mortgages or deeds of
trust securing such properties as provided in the agreements with the FHLB.



MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED)

CHANGES IN
FINANCIAL
POSITION

The Company’s cash and cash equivalents amounted to $82,600,000 at September 30, 2008, a 34.6% increase
from the cash and cash equivalents balance of $61,378,000 one year ago. See “Interest Rate Risk” above and the
“Statement of Cash Flows” included in the financial statements.

Available-for-sale and held-to-maturity securities. The Company purchased $313,950,000 of securities during
2008, all of which have been classified as available-for-sale.

In September 2008, the U.S. Government placed Freddie Mac (FHLMC) and Fannie Mae (FNMA) into con-
servatorship. As a result, the value of the Company’s investments in the preferred stock of these two entities
declined significantly, resulting in the recognition of an other than temporary impairment (OTTI) charge of
$87,747,000. After the write-down, these available for sale securities had a new cost basis of approximately
$2,500,000.

The Company sold $72,030,000 of available-for-sale securities in the current year, which included $22,030,000 of
securities acquired through the transaction with First Mutual. As of September 30, 2008, the Company had net
unrealized gains in its available-for-sale portfolio of $3,907,000, as compared to net unrealized losses of
$20,606,000 as of September 30, 2007. The increase in net unrealized gains was primarily due to the recognition
of the loss on the FHLMC and FNMA preferred stock discussed in the paragraph above.

Loans receivable. Loans receivable increased $1,313,342,000 or 16.0% to $9,501,620,000 at September 30, 2008,
from $8,188,278,000 one year earlier. The increase resulted primarily from the loans acquired from First Mutual
of $1,006,215,000 and loan production of $2,074,175,000. Loan repayments (including prepayments) during the
year were $1,845,324,000, an increase of $126,526,000, or 7.4%, from 2007. As a percentage of beginning bal-
ance, repayments were 23% during 2008. The following table shows the change in the geographic distribution by
state of the gross loan portfolio from 2007 to 2008.

2008 2007  Change
Washington . . ... ... 43.7% 37.1%  6.6%
OFBEON .+ v e et ettt e e e e e 16.6% 17.8% -1.2%
Idaho ..o 82% 94% -1.2%
ATIZONA oot 8.2% 93% -1.1%
Utah .o 7.8% 87% -0.9%
NeW MeXICO .« ottt e e e e 4.0% 53% -1.3%
XA v vt 1.1% 14% -0.3%
Nevada ..ot 1.4% 1.2% 0.2%
OtheT .« oot 9.0% 9.8% -0.8%

100.0% 100.0%

Real estate held for sale. The balance of real estate held for sale at September 30, 2008 was $37,107,000, an
increase of $32,234,000 from one year ago. This significant increase is a result of the foreclosure of
non-performing loans as discussed in the “Asset Quality” section above.

Intangible assets. The Company’s intangible assets are made up of $212,789,000 of goodwill, servicing rights
intangible of $3,584,000, as well as the unamortized balances of the core deposit intangible of $4,921,000 at
September 30, 2008. As a result of the First Mutual acquisition the Company increased goodwill by
$110,382,000, servicing rights by $4,233,000 and core deposit intangible by $2,523,000.

Customer accounts. Customer accounts at September 30, 2008 totaled $7,169,539,000 compared with
$5,996,785,000 at September 30, 2007, a 19.6% increase. See “Liquidity and Capital Resources” above.

FHLB advances and other borrowings. Total borrowings increased $339,929,000, or 12.0%, to $3,175,908,000
at September 30, 2008 as the Company chose to fund asset growth with a mix of customer accounts and borrowed
money. See “Interest Rate Risk” above.

Contractual obligations. The following table presents, as of September 30, 2008, the Company’s significant fixed
and determinable contractual obligations, within the categories described below, by payment date or contractual
maturity.

Less than 1to5 Over 5
Contractual Obligations Total 1 Year Years Years
(In thousands)
Debt obligations™ . ........ ... i $3,175,908  $377,000 $848,908 $1,950,000
Operating lease obligations . ......................... 9,397 2,601 5,278 1,518
$3,185,305  $379,601  $854,186  $1,951,518

*  Represents final maturities of debt obligations. See a description in Notes H and I.



RESULTS OF
OPERATIONS

These contractual obligations, except for the operating leases, are included in the Consolidated Statements of
Financial Condition. The payment amounts represent those amounts contractually due.

GENERAL

See Note P, “Selected Quarterly Financial Data (Unaudited),” which highlights the quarter-by-quarter results for
the years ended September 30, 2008 and 2007.

COMPARISON OF 2008 RESULTS WITH 2007

In 2008 net income decreased $72,685,000, or 53.8% from 2007, primarily as a result of an $87,747,000 pretax
OTTI charge recognized in September 2008 on FHLMC and FNMA preferred stock. The value of these securities
declined significantly after the U.S. Government placed both companies into conservatorship in September
2008. See related discussion in the “Changes in Financial Position” section above. In addition, the provision for
loan losses increased $58,966,000 in 2008 over the prior year, due to the decline in asset quality and higher net
charge offs.

In comparing operating results of 2008 versus 2007 it is important to understand that 2007 had 8 months of oper-
ating results, both income and expense, from the First Federal acquisition. 2008 had a full 12 months of operating
results from the First Federal acquisition and 8 months from the First Mutual acquisition.

Interest income on loans and mortgage-backed securities increased $85,902,000, or 14.3%, in 2008 due to a
17.7% increase in the average outstanding balance of loans and mortgage-backed securities, offset by a 19 basis
point decrease in the weighted average yield during the year from 6.70% in 2007 to 6.51% in 2008.

Interest and dividend income on investment securities and cash equivalents decreased $3,156,000, or 19.4%, in
2008 from 2007. This decrease was primarily due to a decrease in the average combined balance of investment
securities, cash equivalents and FHLB stock, which decreased 10.2% to $355,440,000 for the year ended Sep-
tember 30, 2008 versus $396,008,000 for the year ended September 30, 2007. In addition to the decrease in bal-
ance, the weighted average yield on investment securities, cash equivalents and FHLB stock decreased from
4.11% in 2007 to 3.69% in 2008. The Company’s required investment in FHLB stock, which amounted to
$144,874,000 as of 2008, produced a yield of only 1.22% during the year.

Interest expense on customer accounts increased 6.5% to $259,769,000 for 2008 from $243,837,000 for 2007.
The increase primarily related to a 17.4% increase in the average balance of customer accounts over the prior
year, offset by a 39 basis point decrease in the average cost of customer accounts to 3.87% during the year com-
pared to 4.26% one year ago. Interest expense on FHLB advances and other borrowings increased to
$137,872,000 in 2008 from $114,664,000 in 2007 due to an increase in the average balance of borrowings to
$3,122,950,000 during 2008 from $2,497,555,000 during 2007. Offsetting the increase in average balance, the
average cost of borrowings for the year ended September 30, 2008 decreased to 4.41% from 4.59% for the same
period one year ago.

The Company recorded a $60,516,000 provision for loan losses in 2008 compared to $1,550,000 in 2007. The
current year provision is due to the 16.0% growth in loans receivable over the prior year and the significant
increase in the Company’s non-performing asset balances. Non-performing assets increased by $148,260,000 over
2007. Non-accrual loans as a percentage of total loans increased from .18% in 2007 to 1.34% in 2008. Economic
conditions deteriorated in the primary markets served by the Company, as evidenced by an increase in unemploy-
ment, a reduction in the number of home sales and weak consumer confidence. Total delinquencies over 30 days
were $236,848,000, or 2.49% of net loans at September 30, 2008 compared to $48,405,000, or .59% of net loans
at September 30, 2007. Actual net charge-offs during 2008 were $15,193,000. Management believes the allow-
ance for loan losses, totaling $85,058,000, is sufficient to absorb estimated losses inherent in the portfolio.

Total other income decreased $74,432,000, or 488.4%, in 2008 from 2007. The decrease in 2008 was driven
primarily by the OTTI charge of $87,747,000 discussed in the “Changes in Financial Position” section above.
Partially offsetting the OTTI charge was $13,123,000 of gain on the sale of real estate.

Compensation expense increased $9,266,000, or 21.3%, in 2008 primarily due to the addition of approximately
169 staff members in February 2008 from the First Mutual transaction and annual performance increases for exist-
ing staff. Personnel, including part-time employees considered on a full-time equivalent basis, increased to 1,095
at September 30, 2008 compared to 886 one year ago.

Occupancy expense increased $2,493,000, or 28.6%, during the year primarily due to the 12 additional branches
acquired in the First Mutual transaction. The branch network increased to 148 offices at September 30, 2008
versus 135 offices one year ago.

Amortization expense increased to $2,441,000 for 2008 from $1,819,000 in 2007 as a result of the acquisition.
Other expenses increased $8,859,000 during the year primarily related to the operating costs added from First
Mutual and First Federal and increased information technology spending. Operating expense for 2008 and 2007
equaled .77% and .67% of average assets, respectively. Despite the increase in operating expenses, the Company
continues to operate as one of the most efficient financial institutions in the country.



MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED)

Income tax expense decreased $40,788,000 or 54.9%, in 2008 due to a lower taxable income base. The effective
tax rate was 34.96% for 2008 versus 35.49% for 2007.

COMPARISON OF 2007 RESULTS WITH 2006

In 2007 net income decreased $8,085,000, or 5.7% from 2006, primarily as a result lower net interest margin,
which decreased from 3.06% in 2006 to 2.77% in 2007, and higher operating expenses.

Interest income on loans and mortgage-backed securities increased $96,125,000, or 19.0%, in 2007 due to a 16.0
increase in the average outstanding balance of loans and mortgage-backed securities, augmented by a 17 basis
point increase in the weighted average yield during the year from 6.53% in 2006 to 6.70% in 2007.

Interest and dividend income on investment securities and cash equivalents decreased $7,326,000, or 31.0%, in 2007
from 2006. This decrease was primarily due to a decrease in the average combined balance of investment securities,
cash equivalents and FHLB stock, which decreased 36.7% to $396,008,000 for the year ended September 30, 2007
versus $625,814,000 for the year ended September 30, 2006. Partially offsetting this decrease, the weighted average
yield on investment securities, cash equivalents and FHLB stock increased from 3.77% in 2006 to 4.11% in 2007. The
Company’s required investment in FHLB stock, which amounted to $132,397,000 as of 2007, produced a yield of only
.57% during the year.

Interest expense on customer accounts increased 35.8% to $243,837,000 for 2007 from $179,605,000 for 2006.
The increase primarily related to a 77 basis point increase in the average cost of customer accounts to 4.26%
during the year compared to 3.49% one year ago combined with the 11.1% increase in the average balance of
customer accounts over the prior year. Interest expense on FHLB advances and other borrowings increased to
$114,664,000 in 2007 from $93,756,000 in 2006 due to an increase in the average balance of borrowings to
$2,497,555,000 during 2007 from $2,061,443,000 during 2006. In addition to the increase in average balance, the
average cost of borrowings for the year ended September 30, 2007 increased to 4.59% from 4.55% for the same
period one year ago.

The Company recorded a $1,550,000 provision for loan losses in 2007 compared to $535,000 in 2006. The cur-
rent year provision is due to the 15.7% growth in loans receivable over the prior year and an increase in the
Company’s non-performing loan balances. Non-performing assets increased by $8,271,000 over 2006, including
non-performing loans as a percentage of total loans which increased from .08% in 2006 to .15% in 2007.
Economic conditions in the primary markets served by the Company were mixed during the year, due to the
national slowdown in the housing market. Unemployment rates in the eight western states where the company
does business continue to be quite low compared to historical norms. Total delinquencies over 30 days were
$48,405,000, or .55% of gross loans at September 30, 2007 compared to $17,797,000, or .20% of total assets at
September 30, 2006. Actual net charge-offs during 2007 were $1,153,000. Management believes the allowance
for loan losses, totaling $28,520,000, is sufficient to absorb estimated losses inherent in the portfolio.

Total other income decreased $823,000, or 5.2%, in 2007 from 2006. The 2007 balance included approximately
$2,480,000 of gain on the sale of real estate compared to $4,073,000 in 2006. Excluding the gains on sale, other
income would have increased by $759,000 primarily as a result of the higher fee revenue earned as a result of the
First Federal transaction.

Compensation expense increased $6,922,000, or 19.1%, in 2007 primarily due to the addition of approximately
180 staff members in February 2007 from the First Federal transaction which added approximately $5,290,000
and annual performance increases for existing staff. During 2007 the Company has worked to decrease the num-
ber of staff acquired through the First Federal acquisition as it continues the process of integration. Personnel,
including part-time employees considered on a full-time equivalent basis, increased to 886 at September 30, 2007
compared to 765 one year ago.

Occupancy expense increased $827,000, or 10.5%, during the year primarily due to the 13 additional branches
acquired in the First Federal transaction. The branch network increased to 135 offices at September 30, 2007
versus 123 offices one year ago.

Amortization expense increased to $1,819,000 for 2007 from $1,000,000 in 2006 as a result of the acquisition.
Other expenses increased $2,195,000 during the year primarily related to the operating costs from First Federal.
Operating expense for 2007 and 2006 equaled .67% and .63% of average assets, respectively. Despite the increase
in operating expenses, the Company continues to operate as one of the most efficient financial institutions in the
country.

Income tax expense decreased $1,263,000 or 1.67%, in 2007 due to a lower taxable income base. The effective
tax rate was 35.49% for 2007 versus 34.55% for 2006.



PERIOD END SPREAD - AS OF THE DATE SHOWN

Dec 31 Mar31 Jun30 Sep30 Dec31l Mar3l Jun30 Sep30
2006 2007 2007 2007 2007 2008 2008 2008

Interest rate on loans and mortgage-

backed securities .. ............. 6.51% 6.56% 6.58% 6.57% 6.49% 6.41% 635% 6.33%
Interest rate on investment

securities® ... ... ... .. 4.35 4.33 4.45 4.61 4.63 4.28 4.35 2.78
Combined . ..................... 6.43 6.44 6.49 6.50 6.42 6.35 6.30 6.26
Interest rate on customer accounts . . 4.26 4.24 4.32 4.36 4.33 3.91 3.52 3.25
Interest rate on borrowings ........ 4.53 4.49 4.50 4.64 4.47 4.37 3.83 3.77
Combined . ..................... 4.34 431 4.37 4.45 4.38 4.05 3.61 341
Interest rate spread .. ............. 2.09% 2.13% 2.12% 2.05% 2.04% 2.30% 2.69% 2.85%

* Includes municipal bonds at tax-equivalent rates and cash equivalents

The interest rate spread increased during 2008 from 2.05% at September 30, 2007 to 2.85% at September 30,
2008. See “Interest Rate Risk” on page 6.



SELECTED FINANCIAL DATA

Year ended September 30, 2008 2007 2006 2005 2004
(In thousands, except per share data)
Interest iNCOMe .. ......oovvineineinnnnn.. $ 701,428 $ 618,682 $ 529,883 $ 461,901 $ 413,772
Interest eXPense .. .....ovvriineeenennn.. 397,641 358,501 273,361 195,260 169,753
Net interest inCOmMe . .. ....ovuvnererernn.. 303,787 260,181 256,522 266,641 244,019
Provision for (reversal of) loan losses ......... 60,516 1,550 535 (134) (231)
Otherincome . ..o .. (60,212) 15,569 16,252 7,852 5,726
Other expense . .........oooiiiiiinion... 87,220 64,388 53,579 52,319 46,264
Income before income taxes .............. 95,839 209,312 218,660 222,308 203,712
[NCOME TAXES '« v o ve et e e e 33,507 74,295 75,558 76,419 71,844
Netincome . ......covviieineineennn... $ 62,332 $ 135,017 $ 143,102 $ 145,889 $ 131,868
Per share data
Basic earnings . ..... ..o $ 0.71 % 155 % 1.64 % 1.68 % 1.53
Diluted earnings . . . ... oovvii i $ 0.71 % 1.54 % 1.64 % 1.67 % 1.51
Cashdividends .. ....................... $ 0.84 % 083 % 081 % 078 $ 0.75
September 30, 2008 2007 2006 2005 2004
(In thousands)
Total @ssets . .. vvvveie e $11,796,425 $10,285,417 $9,069,020 $8,234,450 $7,169,205
Loans and mortgage-backed securities ........ 11,053,223 9,601,947 8,457,759 7,084,274 5,734,658
Investment securities .. .................... 49,001 240,391 256,650 214,993 414,683
Cash and cash equivalents . ................. 82,600 61,378 45,722 637,791 708,361
CUStOMEr ACCOUNES .« v vt vt ee et e e eeeenns 7,169,539 5,996,785 5,311,726 5,031,505 4,610,358
FHLBadvances ................covviu... 1,998,308 1,760,979 1,500,000 1,230,000 1,200,000
Other borrowings ... .....ovvivenenn.. 1,177,600 1,075,000 870,000 655,000 100,000
Stockholders’ equity . ........... ... ... ... 1,332,674 1,318,127 1,262,720 1,187,308 1,120,188
Number of
Customer aCCOUNLS .« .ot v v e e e 298,926 281,778 249,533 232,707 216,405
Mortgageloans .. ............. 47,331 44,713 39,749 38,014 36,202
Offices .. oo 148 135 123 122 120



WASHINGTON FEDERAL, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

September 30, 2008 2007

(In thousands, except
share data)

ASSETS
Cash and cash equivalents ... ... ...t $ 82,600 $ 61,378
Available-for-sale securities, including encumbered securities of $762,857 and

$700,055 .o 1,476,067 1,515,688
Held-to-maturity securities, including encumbered securities of $98,917 and $58,647 .. .. 124,537 138,373
Loans receivable, Net ... ..o 9,501,620 8,188,278
Interest receivable . ... ... . 54,365 49,611
Premises and eqUIPMENt, TIEE . ..o vttt et e et e e e e e e 133,357 74,807
Real estate held forsale . ..... ... 37,107 4,873
FHLB StOCK .« . o oot 144,874 132,397
Intangible assets, including goodwill of $212,789 and $102,407 ..................... 221,294 107,245
Federal and state income taxes, including net deferred assets of $1,236 and $0 .......... 5,148 —
Other ASSetS .« ot vttt 15,456 12,767

$11,796,425 $10,285,417

LIABILITIES AND STOCKHOLDERS’ EQUITY

Liabilities
Customer accounts
Savings and demand acCoUNs ... ...ttt e $ 7,146,045 $ 5,979,049
Repurchase agreements with customers . . ....... ... i i 23,494 17,736
7,169,539 5,996,785
FHLB advances . .. ..ottt e e e 1,998,308 1,760,979
Other borrowings, primarily securities sold under agreements to repurchase . ............ 1,177,600 1,075,000
Advance payments by borrowers for taxes and insurance . .......... ... i i 37,206 31,824
Federal and state income taxes, including net deferred liabilities of $0 and $37,375 ...... —_ 38,032
Accrued expenses and other liabilities ........ .. ... . . 81,098 64,670

10,463,751 8,967,290
Stockholders’ equity
Common stock, $1.00 par value, 300,000,000 shares authorized, 105,092,724 and

104,921,450 shares issued; 87,916,286 and 87,441,750 shares outstanding ........... 105,093 104,921
Paid-in capital . ... ... 1,261,032 1,254,490
Accumulated other comprehensive income (loss), netoftax ........................ 2,472 (13,033)
Treasury stock, at cost; 17,176,438 and 17,479,700 shares ... ... .. (210,250) (213,934)
Retained earnings . . . ... oottt 174,327 185,683

1,332,674 1,318,127
$11,796,425 $10,285,417

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS



14

WASHINGTON FEDERAL, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended September 30,

2008

2007

2006

INTEREST INCOME

Loans . ....... ...
Mortgage-backed securities
Investment securities

INTEREST EXPENSE

Customer accounts

Net interest income
Provision for loan losses

Net interest income after provision for loan losses
OTHER INCOME (LOSS)

Other than temporary impairment charge
Gain on sale of real estate held for sale

Other ......... ... ..o ...

OTHER EXPENSE
Compensation and fringe benefits
Amortization of intangibles
Occupancy expense

Other ....... .o i .

Deferred loan origination costs

Gain (loss) on real estate acquired through foreclosure, net

Income before income taxes

Income taxes

Current .........co.oviinnon..

Deferred .....................

NET INCOME

PER SHARE DATA
Basic earnings per share
Diluted earnings per share

Cash dividends

Basic weighted average number of shares outstanding

FHLB advances and other borrowings

Diluted weighted average number of shares outstanding, including dilutive

stock options

(In thousands, except per share data)

$ 599,878 $ 526923 $ 439,338
88,425 75,478 66,938
13,125 16,281 23,607

701,428 618,682 529,883
259,769 243,837 179,605
137,872 114,664 93,756
397,641 358,501 273,361
303,787 260,181 256,522
60,516 1,550 535
243,271 258,631 255,987
(87,747) — _
13,123 — —
15,433 15,241 16,064
(59,191) 15,241 16,064
52,832 43,566 36,574
2,441 1,819 1,000
11,213 8,720 7,893
23,737 14,878 12,683
(3,003) (4,095) (4,571)
87,220 64,888 53,579
(1,021) 328 188
95,839 209,312 218,660
81,158 74,464 74,310
(47,651) (169) 1,248
33,507 74,295 75,558
$ 62,332 $ 135017 $ 143,102
$ 0.71 $ 155 $ 1.64
0.71 1.54 1.64
0.84 0.83 0.81
87,675,978 87,357,444 87,149,033
87,818,580 87,696,225 87,471,474

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS



WASHINGTON FEDERAL, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Accumulated
Other
Common Paid-in Retained  Comprehensive ~ Treasury
Stock Capital Earnings Income (loss) Stock Total
(In thousands)
Balance at September 30,2005 .......... $ 104,141  $ 1,240,310 $ 49,435 $  (704) $ (205,874) $ 1,187,308
Comprehensive income:
Netincome .........covvriviinn.... 143,102 143,102
Other comprehensive income,
net of tax of $2,901:
Unrealized losses on securities . ...... (5,271) (5,271)
Reclassification adjustment ......... — —
Total comprehensive income ............ 137,831
Dividends .......... ... (70,708) (70,708)
Compensation expense related to common
stock options . ....... i 1,119 1,119
Proceeds from exercise of
common stock options . .............. 314 3,827 4,141
Tax benefit related to
exercise of stock options .............. 936 936
Restricted stock .. ... 12 (1,044) 1,304 272
Proceeds from Employee
Stock Ownership Plan ............... 877 944 1,821
Treasury stock .....ooviiiiiii — —
Balance at September 30, 2006 .......... $ 104,467 $ 1,246,025 $ 123,133 $ (5,975) $ (204,930) $ 1,262,720
Comprehensive income:
Netincome .........ooveiiivnnnn... 135,017 135,017
Other comprehensive income,
net of tax of $3,800:
Unrealized losses on securities . ... ... (7,058) (7,058)
Reclassification adjustment ......... - -
Total comprehensive income ............ 127,959
Dividends ..........c.oooiiiii. (72,467) (72,467)
Compensation expense related to
common stock options . .............. 1,095 1,095
Proceeds from exercise of common stock
OPHIONS v v v et e e e 389 5,174 5,563
Tax benefit related to
exercise of stock options .............. 1,189 1,189
Restricted stock .. ............ L 65 234 — 299
Proceeds from Employee
Stock Ownership Plan ............... 713 844 1,617
Treasury stock ........ ... (9,848) (9,848)
Balance at September 30, 2007 .......... $ 104,921 $ 1,254,490 $ 185,683 $ (13,033) $ (213,934) $ 1,318,127
Comprehensive income:
Netincome ...........ccovivinin... 62,332 62,332
Other comprehensive income,
net of tax of $8,534:
Unrealized gains on securities . . . ... .. 72,540 72,540
Reclassification adjustment ......... (57,035) (57,035)
Total comprehensive income ............ 77,837
Dividends ........ ... ... ... .. .. ... (73,688) (73,688)
Compensation expense related to
common stock options . .............. 1,286 1,286
Proceeds from exercise of
common stock options . .............. 146 2,052 2,198
Tax benefit related to
exercise of stock options .............. 348 348
Restricted stock . ............ ... ...... 26 769 — 795
Proceeds from Employee
Stock Ownership Plan . .............. 2,087 3,684 5,771
Treasury stock ........ ... ... ... ... — —
Balance at September 30, 2008 ......... $105,093 $1,261,032 $174,327 $ 2,472 $(210,250) $1,332,674

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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WASHINGTON FEDERAL, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended September 30, 2008 2007 2006
(In thousands)
CASH FLOWS FROM OPERATING ACTIVITIES
NetINCOME .« oottt e $ 62,332 $ 135017 $ 143,102
Adjustments to reconcile net income to net cash provided by operating
activities
Amortization (accretion) of fees, discounts, premiums and intangible
ASSELS, TEE  + v e v ettt et e e e e e e 2,951 776 4,899
Depreciation .. .......o. i 4,281 3,296 2,811
Stock option compensation eXpense . ... .........iiiiiaiai.. 1,286 1,095 1,119
Provision for loan losses .. ......... o 60,516 1,550 535
Loss (gain) on investment securities and real estate held for sale, net . ... (12,655) (339) (188)
Other than temporary impairment .. ..., 87,747 — —
Decrease (increase) in accrued interest receivable ................. 185 (5,320) (8,256)
Increase (decrease) in income taxes payable ...................... (48,910) 1,878 (1,887)
FHLB stock dividends ... ... (103) (178) —
Decrease (increase) in other assets . ... ......o.vuvriniieenenenon.. (586) 2,541 (7,097)
Increase (decrease) in accrued expenses and other liabilities ......... 5,186 2,490 (3,085)
Net cash provided by operating activities ........................ 162,230 142,806 131,953
CASH FLOWS FROM INVESTING ACTIVITIES
Loans originated
Single-family residential ........... ... ... .. ... (857,334) (827,270) (718,915)
Construction — speculative . .........oooiiiiiii (218,145) (518,024) (704,314)
CONSIUCHION — CUSTOIIL « + « e v e v e e e e e e e e e e e e e e (303,844) (337,575) (385,084)
Land — acquisition & development ........... ... ... ... (148,221) (443,793) (398,669)
Land —consumer lot loans . .............co .. (25,909) (42,299) (59,869)
Multi-family ... ... o (105,805) (98,453) (135,496)
Commercial real estate ... (66,876) (16,266) —
Commercial & industrial .......... ... . (187,748) (10,320) —
HELOC . .o (63,855) (5,074) —
CONSUMET + v et ettt e e e e s (96,438) (2,871) —
(2,074,175) (2,301,945) (2,402,347)
Savings account loans originated . ......... ... ... .. (9,707) (4,981) (2,578)
Loan principal repayments . ...........oouitiiiiii 1,845,324 1,718,798 1,694,530
Increase (decrease) in undisbursed loans in process . .................. (265,862) (117,336) 37,305
Loans purchased . ....... ... e (846) (6,247) (399,766)
Proceeds fromsale of loans ... ... 7,327 — —
FHLB stock redeemed . .. ... ... . i 748 1,762 —
Available-for-sale securities purchased ............................ (313,950) (328,101) (573,386)
Principal payments and maturities of available-for-sale securities . . . . . . .. 240,368 252,417 189,940
Available-for-sale securitiessold . ........ ... .. .. . . 72,030 44,041 —
Principal payments and maturities of held-to-maturity securities . ....... 13,983 46,781 21,766
Net cash paid for acquisition ..............iiiiiiieiiinena... (166,859) (35,221)
Proceeds from sales of real estate held forsale ....................... 39,193 5,401 2,814
Premises and equipment purchased ................. ... . ... . .... (22,334) (2,484) (1,683)
Net cash used by investing activities ..................veeiunn.... (634,760) (727,115)  (1,427,405)
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in CUStOMET ACCOUNES . . . v\ v vt v v ettt e e e e ee 426,000 305,554 280,221
Net increase in short term borrowings . ............................ 102,000 105,000 115,000
Proceeds from long-term borrowings ............ ... ..., 436,313 490,210 700,000
Repayments of long-term borrowings ... ..., (408,821) (228,204) (330,000)
Proceeds from exercise of common stock options and related tax benefit ... 2,546 6,752 5,077
Dividends paid .. ...t (73,688) (72,467) (70,708)
Proceeds from Employee Stock Ownership Plan ...................... 5,771 1,617 1,821
Treasury stock purchased, net . ........ ... o i i — (9,848) —
Increase in advance payments by borrowers for taxes and insurance ... ... 3,631 1,351 1,972
Net cash provided by financing activities ...................ooo..... 493,752 599,965 703,383
Increase (decrease) in cash and cash equivalents .................... 21,222 15,656 (592,069)
Cash and cash equivalents at beginning of year ..................... 61,378 45,722 637,791
Cash and cash equivalents atendof year . .. ........................ $ 82,600 $ 61,378 $ 45,722

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS



Year ended September 30, 2008 2007 2006
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Noncash investing activities

Real estate acquired through foreclosure ............ ... ... . ... .. .... $ 58,509 $ 5951 $ 898
Cash paid during the year for

IOEEIESt oottt e 391,209 355,688 272,195

INCOME LAXES « .+ ottt e e e et e e e e e 83,239 70,942 718,784

The following summarizes the non-cash activities related to the First Mutual
acquisition (2008) and the First Federal acquisition (2007)

Fair value of assets and intangibles acquired, including goodwill .............. (1,147,890) (576,750)
Fair value of liabilities assumed ... ...... .. .. 966,905 480,033
Cash paid out for acquisition ... ........oii i (180,985) (96,717)
Plus cash acquired . . .. ..ot 14,126 61,496
Net cash paid out for acquisition ... ..., $ (166,859) $ (35,221)

SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2008, 2007 AND 2006

NOTE A

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation. The consolidated financial statements include the accounts of Wash-
ington Federal, Inc. (Company or Washington Federal) and its wholly owned subsidiaries. Inter-
company transactions and balances have been eliminated.

Description of business. Washington Federal is a unitary thrift holding company. The Company’s
principal operating subsidiary is Washington Federal Savings. The Company is principally engaged in
the business of attracting savings deposits from the general public and investing these funds, together
with borrowings and other funds, in one-to-four family residential real estate loans, multi-family real
estate and commercial loans. The Company conducts its activities through a network of 148 offices
located in Washington, Oregon, Idaho, Utah, Arizona, Nevada, New Mexico, and Texas.

On February 1, 2008, the Company acquired 100% of the outstanding shares of First Mutual. The
merger agreement provided for the merger of First Mutual with and into the Company, followed by
the merger of First Mutual Bank, a state savings bank and wholly owned subsidiary of First Mutual,
into the Company’s wholly owned subsidiary, Washington Federal Savings and Loan Association. As
a result of the acquisition, Washington Federal added 169 employees and 12 branches primarily
located on the rapidly growing eastside of Seattle. The acquisition was accounted for as a purchase
transaction with the total cash consideration funded through internal sources. As of February 1, 2008,
the fair value of First Mutual’s assets and liabilities prior to the acquisition were: loans $933 million,
investments $24 million, cash $14 million, property $35 million, other assets $29 million, deposits
$744 million, borrowings $209 million and other liabilities $14 million. The all-cash purchase price
was $180,985,000. The purchase price has been allocated to the underlying assets and liabilities based
on estimated fair values at the date of acquisition. Results of operations are included from the date of
acquisition. The Company acquired assets with an estimated fair value of $1,147,890,000 and assumed
liabilities with an estimated fair value of $966,905,000. The acquisition produced goodwill of
$110,382,000 and a core deposit intangible of $2,523,000.

The balance of the Company’s intangible assets was as follows:

Servicing Core Non-
Rights Deposit Compete
Goodwill  Intangible Intangible Agreements Total
(In thousands)
Balance at September 30, 2006 . ......... $ 54,484 5 — $ 1,555 $ 220 $ 56,259
First Federal acquisition ................ 47923 — 4,882 — 52,805
Accumulated amortization . ............ — — (1,704) (115) (1,819)
Balance at September 30, 2007 .......... 102,407 — 4,733 105 107,245
First Mutual acquisition . ............... 110,382 4,233 2,523 — 117,138
Additions . ... — 552 — — 552
Accumulated amortization ............. — (1,201) (2,335) (105) (3,641)
Balance at September 30, 2008 ......... $212,789 $3,584 $4,921 $ — $221,294

The Company’s fiscal year end is September 30th. All references to 2008, 2007 and 2006 represent
balances as of September 30, 2008, September 30, 2007 and September 30, 2006, or activity for the
fiscal years then ended.

Cash and cash equivalents. Cash and cash equivalents include cash on hand, amounts due from banks,
overnight investments and repurchase agreements with an initial maturity of three months or less.
Investments and mortgage-backed securities. The Company accounts for investments and mortgage-
backed securities in two categories: held-to-maturity and available-for-sale.

Held-to-maturity securities — Securities classified as held-to-maturity are accounted for at amortized
cost, but the Company must have both the positive intent and the ability to hold those securities to
maturity. There are very limited circumstances under which securities in the held-to-maturity cat-
egory can be sold without jeopardizing the cost basis of accounting for the remainder of the securities
in this category.

Available-for-sale securities — Securities not classified as held-to-maturity are considered to be
available-for-sale. Gains and losses realized on the sale of these securities are based on the specific



identification method. Unrealized gains and losses for available-for-sale securities are excluded from
earnings and reported as a net amount in the accumulated other comprehensive income component
of stockholders’ equity.

Management evaluates debt and equity securities for other than temporary impairment on a quarterly
basis based on the securities’ current credit quality, interest rates, term to maturity and management’s
intent and ability to hold the securities until the net book value is recovered. Any other than tempo-
rary declines in fair value are recognized in the statements of operations.

Premiums and discounts on investments are deferred and recognized over the life of the asset using the
effective interest method.

Realized gains and losses on securities sold as well as other than temporary impairment charges are
shown on the Consolidated Statements of Operations under the Other Income (Loss) heading.

Loans receivable. Loans receivable more than 90 days past due are placed on non-accrual status and
an allowance for accrued interest is established. Any interest ultimately collected is credited to
income in the period of recovery.

The Company maintains an allowance for loan losses to absorb losses inherent in the loan portfolio.
The allowance is based on ongoing, quarterly assessments of the probable and estimable losses
inherent in the loan portfolio. The Company’s methodology for assessing the appropriateness of the
allowance consists of two components, which include the general allowance and specific allowances.
The general loan loss allowance is established by applying a loss percentage factor to the different loan
types. The allowances are provided based on Management’s continuing evaluation of the pertinent
factors underlying the quality of the loan portfolio, including changes in the size and composition of
the loan portfolio, actual loan loss experience, current economic conditions, collateral values, geo-
graphic concentrations, seasoning of the loan portfolio, specific industry conditions, and the duration
of the current business cycle. The recovery of the carrying value of loans is susceptible to future mar-
ket conditions beyond the Company’s control, which may result in losses or recoveries differing from
those provided.

Specific allowances are established for loans which are individually evaluated, in cases where Manage-
ment has identified significant conditions or circumstances related to a loan that Management
believes indicate the probability that a loss has been incurred.

Loans for commercial purposes, including multi-family loans, builder construction loans and commer-
cial loans are reviewed on an individual basis to assess the ability of the borrowers to continue to serv-
ice all of their principal and interest obligations. If a loan shows signs of weakness, it is downgraded
and, if warranted, placed on non-accrual status. The Company has an asset quality review function
that reports the results of its internal reviews to the Board of Directors on a quarterly basis.

Impaired loans consist of loans receivable that are not expected to be repaid in accordance with their
contractual terms and are measured using the fair value of the collateral. Smaller balance loans are
excluded from this analysis.

Premises and equipment. Premises and equipment are stated at cost, less accumulated depreciation.
Depreciation is computed on the straight-line method over the estimated useful lives of the respective
assets. Expenditures are capitalized for betterments and major renewals. Charges for ordinary main-
tenance and repairs are expensed to operations as incurred.

Real estate held for sale. Properties acquired in settlement of loans or acquired for development are
recorded at the lower of cost or fair value.

Derivatives. The Company accepts a high level of interest rate risk as a result of its policy to originate
fixed-rate single-family home loans that are longer-term than the short-term characteristics of its
liabilities of customer accounts and borrowed money. On occasion the Company enters into forward
contracts (derivative contract) to purchase mortgage-backed securities as part of its interest rate risk
management program. The forward contracts allow the Company to hedge the risk of varying
mortgage-backed securities spot prices in the future as the result of changes in interest rates. The
purchase contracts are generally for periods of 30 to 90 days.

On the date the Company enters into a derivative contract, the derivative instrument is designated as
a hedge of the variability in expected future cash flows associated with a probable future transaction.
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Under cash flow hedge accounting, if specific criteria are met, the effective portion of the derivative
instrument is recognized as a component of stockholders’ equity through comprehensive income until
the related forecasted transaction affects earnings, either through the recognition of interest income
or through the sale of the security. To the extent that forward contracts to purchase securities are not
designated as cash flow hedges or fail to meet hedging criteria, including purchasing the mortgage-
backed securities within a specific time frame, the fair value of the contracts will be included in earn-
ings. As of September 30, 2008 and 2007, the Company had outstanding forward purchase commit-
ments of $0 and $100,000,000, respectively, with estimated fair values of $0 and $(250,000),
respectively.

Intangible assets. Goodwill represents the excess of the cost of businesses acquired over the fair value
of the net assets acquired. The core deposit intangibles and non-compete agreement intangible are
acquired assets that lack physical substance but can be distinguished from goodwill. Goodwill is eval-
uated for impairment on an annual basis. Other intangible assets are amortized over their estimated
lives and are subject to impairment testing when events or circumstances change. If circumstances
indicate that the carrying value of the assets may not be recoverable, an impairment charge could be
recorded. No impairment of intangible assets has ever been identified. The Company amortizes the
three core deposit intangibles on an accelerated basis over their estimated lives of 7, 3 and 8 years; the
non-compete agreement intangible, which was fully amortized as of September 30, 2008, was amor-
tized on a straight-line basis over its life of five years.

The table below presents the estimated core deposit intangible asset amortization expense for the next
five years:

Year ended September 30, Amortization expense
(In thousands)

2000 $2,247

2000 e 1,031

70 330

200 e 330

203 330

Deferred fees and discounts on loans. Loan discounts and loan fees are deferred and recognized over
the life of the loans using the effective interest method.

Accounting for stock-based compensation. In accordance with Statement of Financial Accounting
Standards No. 123 (revised 2005), Share-Based Payment (SFAS 123R), the Company records an
expense for the estimated fair value of equity awards over the vesting period. See Note L for addi-
tional information. 2,091,440 stock options were antidilutive as of September 30, 2008.

Use of estimates. The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires Management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Significant estimates reported in the financial statements
include the allowance for loan losses, intangible assets, deferred taxes and contingent liabilities.
Actual results could differ from these estimates.

New accounting pronouncements. Effective October 1, 2007, the Company adopted the provisions
of Financial Accounting Standards Board Interpretation No. 48 (“FIN 48”), “Accounting for
Uncertainty in Income Taxes.” As a result of the implementation of FIN 48 the Company did not
record any cumulative effect adjustment to retained earnings.

As of October 1, 2007, and September 30, 2008, the Company’s liability for uncertain tax positions
was $2.6 million and $2.3 million, respectively. Included in the balance of unrecognized tax bene-
fits at September 30, 2008, are $1.5 million of tax benefits that, if recognized, would affect the
effective tax rate. The Company records interest and penalties related to uncertain tax positions in
income tax expense. As of October 1, 2007, and September 30, 2008, there was approximately
$0.9 million and $0.8 million, respectively, of accrued interest and $0 and $0.3 million,
respectively, of accrued penalties.



NOTE B

Based on current information the Company does not expect any changes in the amount of unrecog-
nized tax benefits over the next twelve months to have a significant impact on the results of oper-
ations or the financial position of the Company.

The Company’s federal income tax returns for 2004 through 2007 are open tax years. State income
tax returns are generally subject to examination for a period of three to five years after filing of the
respective return. The state impact of any federal changes remains subject to examination by various
states for a period of up to two years after formal notification to the states. The Company has various
state income tax returns in the process of examination, administrative appeals or litigation. The
Company’s unrecognized tax benefits are related to state returns open from 1999 through 2007.

Accounting Pronouncements Not Yet Adopted. In September 2006, the FASB issued Statement of
Financial Accounting Standards No. 157, Fair Value Measurements (“SFAS 157”). This statement
defines fair value, establishes a framework for measuring fair value in generally accepted accounting
principles, and expands disclosures about fair value measurements. This Statement applies whenever
assets or liabilities are required or permitted to be measured at fair value under currently existing
standards. No additional fair value measurements are required under this Statement. This Statement
is effective for fiscal years beginning after November 15, 2007, and interim periods within those fiscal
years. The Company is currently in the process of evaluating the impact of adopting this Statement
on its Consolidated Financial Statements.

Business segments. As the Company manages its business and operations on a consolidated basis,
management has determined that there is one reportable business segment.

Reclassifications. Certain reclassifications have been made to the financial statements for years prior to
September 30, 2008 to conform to current year classifications. Primarily they consist of breakout of loan
information to correspond with loan type classifications presented for the first time in the current year.

INVESTMENT SECURITIES

September 30, 2008

(In thousands)
Gross Unrealized

Amortized Fair
Cost Gains Losses Value Yield

Available-for-sale securities
U.S. government and agency securities due

Within Tyear ....... ... $ 25500 $ — $ (452) $ 25,048 5.96%

LtoSyears ...ovvun i — — — —  0.00%

5tol0years.....oovviiiiiiiinini.. 11,753 4,978 (548) 16,183 8.21%

Over10years ......coovvvininen... — — — —  0.00%
Mortgage-Backed Securities

Agency pass-through certificates .......... 1,434,907 10,425 (10,496) 1,434,836 5.75%

1,472,160 15,403 (11,496) 1,476,067 5.77%

Held-to-maturity securities
Tax-exempt municipal bonds due

LtoSyears ..o 1,470 105 — 1,575  6.60%
5tol0years......ooovviiiiiiiiii — — — —  0.00%
Over10years . ..., 6,300 431 — 6,731 5.72%
U.S. government and agency securities due
LtoSyears ... — — — —  0.00%
Mortgage-Backed Securities
Agency pass-through certificates .......... 116,767 704 (2,429) 115,042 5.56%
124,537 1,240 (2,429) 123,348 5.58%
$1,596,697 $16,643 $(13,925) $1,599,415 5.76%

21
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September 30,

2007

Available-for-sale securities
U.S. government and agency securities due
Within Tyear ... it
L EO 5 YEATS «vvee ettt e
S5t0 10 Years « vttt
Over 10 years . ..o,
Mortgage-Backed Securities
Agency pass-through certificates ...............

Held-to-maturity securities
Tax-exempt municipal bonds due
5t010years . .oouiii
Over 1O years . ...ovvvrn e,
U.S. government and agency securities due
Within Lyear ... ...
Mortgage-Backed Securities
Agency pass-through certificates ...............

(In thousands)
Gross Unrealized

Amortized =~ Z1P%° FIHREAEN Fair
Cost Gains Losses Value Yield
103,685 $ — $ (4,641) $ 99,044 6.97%
52,498 — (3,268) 49,230  7.01%
6,000 — (55) 5945  5.59%
74,168 3,974 (76) 78,066  9.86%

1,299,943 4360  (20,900) 1,283,403  5.74%

1,536,294 8,334  (28,940) 1,515,688  6.06%

1,792 102 — 1,894  9.06%
6,315 437 — 6,752 8.36%
— — — —  0.00%

130,266 634 (4,422) 126,478  5.56%

138,373 1,173 (4,422) 135,124 5.74%

$1,674,667  $9,507  $(33,362) $1,650,812  6.04%

$72,030,000 of available-for-sale securities were sold in 2008, resulting in no gain. $44,041,000 of
available-for-sale securities were sold in 2007, resulting in a gain of $11,000. There were no available

for sale securities sold in 2006.

Substantially all mortgage-backed securities have contractual due dates that exceed 10 years.

During the fourth quarter of 2008, the Company recorded an other than temporary impairment
charge of $87,747,000 on its investment in Freddie Mac and Fannie Mae preferred stock. The value of
these securities declined significantly after the U.S. Government placed both companies into con-
servatorship in September 2008. The securities have a new cost basis of approximately $2,500,000.

The following table shows the unrealized gross losses and fair value of securities at September 30,
2008, by length of time that individual securities in each category have been in a continuous loss
position. The Company had $246,053,000 in fair value of securities in a continuous loss position for
12 or more months at September 30, 2008, which consisted of mortgage-backed securities and bonds.
Management believes that the declines in fair value of these investments were due to changes in
market interest rates and a temporary lack of liquidity in the mortgage market, not in estimated cash

flows.
As of September 30, 2008
(In thousands)
Less than 12 months 12 months or more Total
Unrealized Fair Unrealized Fair Unrealized Fair
Gross Losses Value Gross Losses Value Gross Losses Value
U.S. agency
securities ......... $ (449) $ 24,551 (548) $ 1,153 $  (997) $ 25,704
Agency pass-through
certificates ....... (6,280) 485,476 (6,648) 244,900 (12,928) 730,376

$(6,729)  $510,027

$(7,196)  $246,053 $(13,925) $756,080



NOTE C LOANS RECEIVABLE

September 30, 2008 2007
(In thousands)

Conventional real estate

Single-family residential . ........ ... ... $6,868,956  $6,067,194
Construction — speculative . ... ...o i 439,616 707,503
CONSIUCTION — CUSTOM + + « + t v et et et et et et et et et et e et et e 317,894 328,929
Land — acquisition & development ....... ... ... o i i il 724,421 755,577
Land — consumer lot loans . ..........oo i 210,816 159,001
Multi-family .. .. 683,508 558,846
Commercial Real Estate .. .. ... 282,138 112,659
Commercial and Industrial . ........ ... .. .. .. . 151,844 23,251
HELOC ..o 80,407 13,690
CONSUMET &+ vt et et e e e e e e e e e e e e e e e e e et 153,072 10,377

9,912,672 8,737,027

Less

Allowance for probable losses . ... ......ooiii 85,058 28,520
Loans in PrOCESS . .. oot vttt e e e e 288,579 480,812
Deferred net loan origination fees .. ............ouiiiiiiiniiiii.. 37,415 39,417

411,052 548,749
$9,501,620  $8,188,278

The Company originates fixed and adjustable interest rate loans, which at September 30, 2008 con-
sisted of the following:

Fixed-Rate Adjustable-Rate
Term to Maturity Book Value Term to Rate Adjustment Book Value
(In thousands) (In thousands)
Within 1year ................. 79,776 Lessthan lyear ................ 1,402,911
lto3years ..., 150,969 lto3years .....oooviiii... 161,246
3toSvyears ...l 133,108 3to5years ... 192,974
5tol0years ................. 403,123 5tol0years ... 217,499
10to20years «....ovveevennn.. 674,815 10to20years ... 76,481
Over20years ................. 6,215,373 Over20years ................. 204,397

$7,657,164 $2,255,508

At September 30, 2008 and 2007, approximately $65,576,000 and $71,302,000 of fixed-rate loan origi-
nation commitments were outstanding, respectively. Loans serviced for others at September 30, 2008
and 2007 were approximately $157,045,000 and $18,388,000, respectively. The significant increase
was a result of the First Mutual acquisition. Prior to the acquisition, First Mutual consistently origi-
nated and sold loans with servicing retained.

Permanent single-family residential loans receivable included adjustable-rate loans of $424,377,000
and $118,601,000 at September 30, 2008 and 2007, respectively. These loans have interest rate

adjustment limitations and are generally indexed to the 1-year Treasury Bill rate or the Fannie Mae
30 year/30 day commit rate published each Wednesday in the Wall Street Jourrnal.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

Gross loans by geographic concentration were as follows:

Land - Land -
Single-family ~ Multi-  acquisition & consumer lot Construction - Construction - Commercial Commercial &
September 30, 2008  residential family  development loans custom speculative real estate industrial ~ Consumer HELOC Total
(In thousands)
Washington . ... $2,776,710 $ 214,471 $ 392,498 $ 105,311 $ 178,812 $237,390 $191,509 $133,916 $ 17,634 $44,246 $4,292,497
Oregon ........ 1,108,822 289,552 67,330 43,163 73,289 58,785 — — 7,785 3,601 1,652,327
Other ......... 779,840 9,351 — 53 — — — — 103,643 — 892,887
Idaho ......... 619,467 35,770 67,998 25,306 22,266 43,672 — — 223 2,169 816,871
Arizona ........ 602,186 70,993 79,449 16,625 8,206 32,690 — — 1,470 2,620 814,239
Utah .......... 617,590 47,262 41,249 11,800 27,335 33,105 — — 81 4,308 782,730
New Mexico . . .. 172,269 5,003 46,952 5,566 3,071 20,295 90,629 17,928 7,210 23,215 392,138
Texas ......... 79,038 4,923 17,539 784 2,648 4,389 — — 14,401 — 123,722
Nevada ........ 113,034 6,183 11,406 2,208 2,267 9,290 — — 625 248 145,261
$6,868,956 $ 683,508 $ 724,421 $ 210,816 $ 317,894 $439,616 $282,138 $151,844 $153,072 $80,407 $9,912,672
Percentage of gross loans by geographic concentration as a % of total were as follows:
Land - Land -
Single-family ~ Multi-  acquisition & consumer lot Construction - Construction - Commercial Commercial &
September 30, 2008 residential family  development loans custom speculative  real estate industrial ~ Consumer HELOC Total
(As a % of total gross loans)
Washington . ... 28.3% 2.2% 4.0% 1.1% 1.8% 2.4% 1.9% 1.4% 0.2% 0.4% 43.7%
Oregon ........ 11.2% 2.9% 0.7% 0.4% 0.7% 0.6% 0.0% 0.0% 0.1% 0.0% 16.6%
Other ......... 7.9% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 1.0% 0.0% 9.0%
Idaho ......... 6.2% 0.4% 0.7% 0.3% 0.2% 0.4% 0.0% 0.0% 0.0% 0.0% 8.2%
Arizona . ....... 6.1% 0.7% 0.8% 0.2% 0.1% 0.3% 0.0% 0.0% 0.0% 0.0% 8.2%
Utah .......... 6.2% 0.5% 0.4% 0.1% 0.3% 0.3% 0.0% 0.0% 0.0% 0.0% 7.8%
New Mexico . ... 1.7% 0.1% 0.5% 0.1% 0.0% 0.2% 0.9% 0.2% 0.1% 0.2% 4.0%
Texas ......... 0.8% 0.0% 0.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.0% 1.1%
Nevada ........ 1.1% 0.1% 0.1% 0.0% 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 1.4%
69.50% 7.00% 7.40% 2.20% 3.10% 4.30% 2.80% 1.60% 1.50%  0.60% 100.00%
Percentage of gross loans by type and geographic concentration as % of each type were as follows:
Land - Land -
Single-family ~ Multi-  acquisition & consumer lot Construction - Construction - Commercial Commercial &
September 30, 2008 residential family  development loans custom speculative real estate industrial ~ Consumer HELOC
(As a % of gross loans by type)
Washington . .. . 40.4%  31.4%  54.1% 50.0% 56.2% 54.1% 67.9% 88.2% 11.6%  54.9%
Oregon ........ 16.1%  42.4% 9.3% 20.5% 23.1% 13.4% 0.0% 0.0% 51%  4.5%
Other ......... 11.4% 1.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%  67.6%  0.0%
Idaho ......... 9.0% 5.2% 9.4% 12.0% 7.0% 9.9% 0.0% 0.0% 0.1%  2.7%
Arizona . ... ... 8.8%  104%  11.0% 7.9% 2.6% 7.4% 0.0% 0.0% 1.0%  3.3%
Utah .......... 9.0%  6.9% 5.7% 5.6% 8.6% 7.5% 0.0% 0.0% 0.1%  5.4%
New Mexico . . .. 2.5% 0.7% 6.5% 2.6% 1.0% 4.6% 32.1% 11.8% 47%  28.9%
Texas ......... 12%  0.7% 2.4% 0.4% 0.8% 1.0% 0.0% 0.0% 9.4%  0.0%
Nevada ........ 1.6%  0.9% 1.6% 1.0% 0.7% 2.1% 0.0% 0.0% 0.4%  0.3%

100.00% 100.00%  100.00% 100.00% 100.00% 100.00% 100.00% 100.00%  100.00% 100.00%

At September 30, 2008, the Company’s recorded investment in impaired loans was $134,438,000, of which $98,654,000
have allocated reserves of $28,755,000. At September 30, 2007, the Company’s recorded investment in impaired loans
was $18,903,000 with allocated reserves of $593,000. The average balance of impaired loans during 2008, 2007 and
2006 was $82,176,000, $7,773,000 and $422,000, and interest income from impaired loans was $5,284,000, $522,000

and 28,000, respectively.
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NOTE D

NOTEE

NOTE F

ALLOWANCE FOR LOSSES ON LOANS

Year ended September 30, 2008 2007
(In thousands)
Balance at beginning of year ................ .. ... .. $ 28,520 $24,993
Provision for loan losses . .. ...t 60,516 1,550
Charge-offs .. ..ot (15,423) (1,156)
Recoveries . ..o 264 3
ACQUITEd TESEIVES « o vt ettt e e e 11,181 3,130
Balance atend of year .. ... $ 85,058 $28,520
INTEREST RECEIVABLE
September 30, 2008 2007
(In thousands)

Loans receivable . .. ... ..o $50,816 $40,022
Allowance for uncollected interest on loans receivable ...................... (4,489) (312)
Mortgage-backed securities ... ...... ... 7,422 6,802
[NVEStMENE SECUTIEIES .« o o\ v vttt e e e e e e et et e e e e e 616 3,099

$54,365 $49,611
PREMISES AND EQUIPMENT
September 30, 2008 2007

(In thousands)
Estimated
Useful Life
Land ..o — $ 60,065 $ 24,764
Buildings . ... ..o 25-40 90,679 66,662
Leasehold improvements . . ... ...ttt 7-15 5,532 3,962
Furniture, fixtures and equipment .. ........... . ..., 2-10 17,008 15,080
173,284 110,468

Less accumulated depreciation and amortization . ..............oiiiiiaa.. (39,927) (35,661)

$133,357 $ 74,807

The Company has non-cancelable operating leases for branch offices. Future minimum net rental
commitments for all non-cancelable leases, including maintenance and associated costs, were as fol-
lows: $3 million for 2009, $2 million for 2010, $1 million for 2011, $1 million for 2012 and $2 million
thereafter. Rental expense, including amounts paid under month-to-month cancelable leases,

amounted to $2,613,000, $2,487,000 and $2,219,000 in 2008, 2007 and 2006, respectively.
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NOTE G

CUSTOMER ACCOUNTS
September 30, 2008 2007
(In thousands)
Checking accounts, 2.50% and under .. ........... it $ 516,972 $ 409,098
Passbook and statement accounts, 3.00% andunder ......................... 188,546 198,876
Insured money market accounts, .50% t0 2.50% .. ..ot 1,231,542 739,554
Certificate accounts
Less than 3.00% .. oo vt i 892,627 4,228
3.00% 10 3.99% . i 2,887,138 150,926
4.00% t04.99% .t 1,346,039 1,283,837
5.00% t0 5.99% ..o 81,911 3,190,141
6.00% 10 6.99% . . 1,270 2,389
Total certificates . .. ...t 5,208,985 4,631,521
Repurchase agreements with customers, .50% t03.50% . ... ..., 23,494 17,736

$7,169,539  $5,996,785

Certificate maturities are as follows:

September 30, 2008 2007
(In thousands)
Within 1 year ... .o 4,557,174 4,174,634
TEOZ YEATS « v e ettt e e e e e e 377,619 208,701
ZEO B YEATS '+ vt ettt et e e e e e e e e 98,202 109,341
OVEE 3 YEATS .« « vt ettt et et e e e e e e e 175,990 138,845

$5,208,985  $4,631,521

Customer accounts over $100,000 totaled $2,423,000,000 as of September 30, 2008 and
$1,579,000,000 as of September 30, 2007.

Interest expense on customer accounts consisted of the following:

Year ended September 30, 2008 2007 2006
(In thousands)
Checking accounts . .........oooiiiiiii $ 6,813 $ 5572 $ 2,498
Passbook and statement aCCOUNES . .. ..ot e it 2,724 2,902 2,187
Insured money market accounts ... 25,571 22,309 21,789
Certificate ACCOUNLS .« . v v v vttt e e e e e e e e e 224,973 213,242 153,266
260,081 244,025 179,740
Repurchase agreements with customers . ............................ 547 817 856
260,628 244,842 180,596
Less early withdrawal penalties .......... ... ... . oo, (859) (1,005) (991)
$259,769  $243,837  $179,605
Weighted average interest rate at end of year .......... ... ... ... .. 3.25% 4.36% 4.08%
Weighted daily average interest rate during the year .................. 3.87% 4.26% 3.49%



NOTE H

NOTE1

FHLB ADVANCES

Maturity dates of FHLB advances were as follows:

September 30, 2008 2007
(In thousands)

FHLB advances
Within 1 year .. ..ot e $ — $ 200,000
LROBYEAIS © vttt e 448,308 —
FOD YEATS « v vttt et e 100,000 460,979
More than 5 Years . . . .. oottt 1,450,000 1,100,000

$1,998,308  $1,760,979

$1,650,000,000 of the 2008 advances and $1,500,000,000 of the 2007 advances included in the above

table are callable by the FHLB. If these callable advances were to be called at the earliest call dates,

the maturities of all FHLB advances would be as follows:

September 30, 2008 2007
(In thousands)

FHLB advances
Within 1 year .. ..ot $ 200,000 $ 400,000
LROBYEAIS « oottt ettt 848,308 200,000
FEO D YEATS .« o vttt e 875,000 1,060,979
More than 5 Years . . . ..o ottt 75,000 100,000

$1,998,308  $1,760,979

Financial data pertaining to the weighted-average cost and the amount of FHLB advances were as follows:

September 30, 2008 2007 2006

(In thousands)
Weighted average interest rate at end of year ................... 4.45% 4.79% 4.74%
Weighted daily average interest rate during the year . . ............ 4.65% 4.81% 4.83%
Daily average of FHLB advances . ............c.cooiuuunnnnnnn. $2,022,596 $1,623,864 $1,410,169
Maximum amount of FHLB advances at any monthend .......... 2,205,801 1,800,000 1,500,000
Interest expense during the year . ...........ooiuiiiineaoo... 94,048 78,033 68,119

FHLB advances are collateralized as provided for in the Advances, Pledge and Security Agreement by
all FHLB stock owned by the Company, deposits with the FHLB and certain mortgages or deeds of
trust securing such properties as provided in the agreements with the FHLB. As a member of the
FHLB of Seattle, the Company currently has a credit line of 50% of the total assets of the Company,
subject to collateralization requirements.

OTHER BORROWINGS
Maturity dates of securities sold under agreements to repurchase (reverse repurchase agreements) and
other borrowings were as follows:

September 30, 2008 2007
(In thousands)

Reverse repurchase agreements and other borrowings:

Within 1 year ... oot $ 377,600 $ 275,000
LRO B YEATS .« oo et ettt e e e e 300,000 300,000
GO 5 YEATS v e vttt e e e e e — —
More than 5 years . . .. ..ottt 500,000 500,000

$1,177,600  $1,075,000
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$500,000,000 of the 2008 and 2007 reverse repurchase agreements and other borrowings included in

the above table are callable by the counterparty. If these were to be called at the earliest call dates,

the maturities of the reverse repurchase agreements and other borrowings would be as follows:

September 30, 2008 2007
(In thousands)

Reverse repurchase agreements and other borrowings:

Within 1 year .. ..ot e $ 377,600 $ 275,000
LROBYEAIS © vttt e 600,000 600,000
GO D YEATS + v vt e ettt e e e e 200,000 200,000

More than 5 Years . . . .. oottt — —
$1,177,600  $1,075,000

Other borrowings on the Consolidated Statements of Financial Condition at both September 30,
2008 and 2007 included the $800,000,000 of reverse repurchase agreements presented in the table
above as well as $377,000,000 and $275,000,000 of short-term Fed funds borrowings due October 1,
2008 and October 2, 2007, bearing weighted average interest rates of 2.00% and 5.14%, respectively.

The Company enters into sales of reverse repurchase agreements. Fixed-coupon reverse repurchase
agreements are treated as financings, and the obligations to repurchase securities sold are reflected as a
liability in the consolidated statements of financial condition. During the three years ended Sep-
tember 30, 2008, all of the Company’s transactions were fixed-coupon reverse repurchase agreements.
The dollar amount of securities underlying the agreements remain in the asset accounts. The securities
pledged are registered in the Company’s name, and principal and interest payments are received by the
Company; however, the securities are held by the designated trustee of the broker. Upon maturity of the
agreements, the identical securities pledged as collateral will be returned to the Company.

Financial data pertaining to the weighted-average cost and the amount of securities sold under agree-
ments to repurchase and other borrows were as follows:

September 30, 2008 2007 2006
(In thousands)

Reverse repurchase agreements

Weighted average interest rate atend of year ........................ 4.19% 4.19% 3.93%
Weighted daily average interest rate during the year .................. 4.26% 4.07% 3.89%
Daily average of securities sold under agreements to repurchase ......... $803,825 $785,753  $630,411
Maximum securities sold under agreements to repurchase at any month

e 800,000 900,000 700,000
Interest expense during the year ........... ..., 34,260 31,962 25,637
Other borrowings
Weighted average interest rate at end of year ........................ 2.00% 5.14% 5.38%
Weighted daily average interest rate during the year .................. 3.23% 5.31% 5.37%
Daily average of securities sold under agreements to repurchase ......... $296,529 $ 87,939 $ 20,863
Maximum other borrowings at any monthend ....................... 475,000 275,000 170,000
Interest expense during the year ............... .ot 9,564 4,669 1,121



NOTE]

INCOME TAXES

The Consolidated Statements of Financial Condition at September 30, 2008 and 2007 include net
deferred tax assets and liabilities of $1,236,000, and $37,375,000, respectively, that have been pro-
vided for the temporary differences between the tax basis and the financial statement carrying
amounts of assets and liabilities. The major sources of these temporary differences and their deferred
tax effects were as follows:

September 30, 2008 2007
(In thousands)

Deferred tax assets

Loan LSS TESEIVES . v vttt et et e e e e e e $34,856  $10,642
Investment security deferred loss .. ... i 32,247 —
Valuation adjustment on available-for-sale securities ............................ — 7,604
Delinquent accrued interest . . ... ...ttt ettt 1,834
Other, Net . ..o 475
Total deferred tax @SSELS . . oo v\ttt et e e e 69,412 18,246
Deferred tax liabilities
Federal Home Loan Bank stock dividends ... ......... .. .. .. .. ... ... ... .. ...... 33,545 31,752
Loan origination COSES . . .. v vttt e e e et 16,037 13,076
Depreciation ... ... 13,258 6,609
Deferred gain on forward commitments . ... .....oouttittnee et 2,091 2,416
Core deposit intangible . ... .. ... 1,809 1,739
Valuation adjustment on available-for-sale securities ............................ 1,436 —
Other, Net . oo — 29
Total deferred tax liabilities .. .........coo e 68,176 55,621
Net deferred tax liability (asset) ... ...t $(1,236) $37,375

A reconciliation of the statutory federal income tax rate to the effective income tax rate follows:

Year ended September 30, 2008 2007 2006
Statutory iNCOME TAX TATE .+« vt v e vt e et e et e e e et e e e e e e e e e e e 35% 35% 35%
Dividend received deduction . .. ... ..ot -1 -1 -1
Other differences . .. ..ot e -1 0 -1
StAte INCOMIE TAX + v v et e e e et et ettt e e e e e e e e e 2 2 2
Effective iNCOME taX Tt . . o\ o\ vt oot e ettt et e e e 35%  36% 35%

On October 1, 2007, the Company adopted FIN 48. A reconciliation of the beginning and ending
amount of unrecognized tax benefits is as follows:

Balance at October 1, 2007 ...\ttt e e e $ 3,485
Tax positions related to current year:

AddItions ..o e 95

RedUCIONS .+ . oottt e e e —
Tax positions related to prior years:

AddItioNS . ..ot 1,249

RedUCIONS .+« ot ottt e e e e e —
Settlements with taxing authorities . . ... .. ...ttt (1,322)
Lapses in statutes of HMitations . ... ...ttt e e e e (53)
Balance at September 30, 2008 . . ... ... $3,454

The Company has been examined by the Internal Revenue Service through the year ended Sep-
tember 30, 1990. There were no material changes made to the Company’s originally reported taxable
income as a result of this examination.
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NOTE K

NOTEL

PROFIT SHARING RETIREMENT PLAN AND EMPLOYEE STOCK OWNERSHIP PLAN

The Company maintains a Profit Sharing Retirement Plan and Employee Stock Ownership Plan
(Plan) for the benefit of its employees. Company contributions are made semi-annually as approved
by the Board of Directors. Such amounts are not in excess of amounts permitted by the Employee
Retirement Income Security Act of 1974.

Plan participants may make voluntary after-tax contributions of their considered earnings as defined
by the Plan. In addition, participants may make pre-tax contributions up to the statutory limits
through the 401 (k) provisions of the Plan. The annual addition from contributions to an individual
participant’s account in this Plan cannot exceed the lesser of 100% of base salary or $46,000. Under
provisions of the Plan, employees are eligible to participate on the date of hire and become fully
vested in the Company’s contributions following six years of service. In August 1995 the Company
received a favorable determination from the Internal Revenue Service to include an Employee Stock
Ownership feature as part of the Plan. This feature allows employees to direct a portion of their vested
account balance toward the purchase of Company stock. Company contributions to the Plan
amounted to $3,595,000, $2,631,000 and $2,335,000 for the years ended September 30, 2008, 2007
and 2006, respectively.

STOCK OPTION PLANS

The Company has two equity-based compensation plans (Plans) which provide for a combination of
stock options and stock grants. Option awards are granted with an exercise price equal to the market
price of the Company’s stock at the date of grant; those option awards generally vest based on 7 years
of continuous service and have 10-year contractual terms. Beginning with options awarded in 2007,
the vesting period was reduced to 5 years of continuous service. The Company’s policy is to issue new
shares upon option exercises. Stockholders authorized 4,480,101 shares and 4,099,480 shares of
common stock, as adjusted for stock splits and stock dividends, to be reserved pursuant to the 1994
Stock Option and Stock Appreciation Rights Plan (the 1994 Plan) and the 2001 Long-Term
Incentive Plan (the 2001 Plan), respectively. The two Plans are substantially similar. Of the
8,579,581 total shares authorized by stockholders under the two Plans, 2,773,290 shares remain avail-
able for issuance. Each of the Plans has been approved by the Company’s stockholders.

The fair value of options granted is estimated on the date of grant using the Black-Scholes option-
pricing model. This model requires input of highly subjective assumptions, changes to which can
materially affect the fair value estimate. Additionally, there may be other factors that would otherwise
have a significant effect on the value of employee stock options granted but are not considered by the
model. Expected volatility is based on the historical volatility of the Company’s stock. The risk-free
interest rate is based on the U.S. Treasury yield curve that is in effect at the time of grant with a
remaining term equal to the options’ expected life. The expected term represents the period of time
that options granted are expected to be outstanding. The following weighted-average assumptions
were used to estimate the fair value of options granted during the periods indicated:

Year ended September 30, 2008 2007 2006
Annual dividend yield ...... ... .. 3.66% 3.62% 4.02%
Expected volatility ....... ..o 17% 12% 23%
Risk-free interest rate . .. ...ttt e e 2.48% 445%  4.62%
Expected life ... ..o 4.5 years 4.5 years 5 years

During 2008, 2007 and 2006, the Company recognized $1,286,000, $1,095,000 and 1,119,000 of

compensation cost for stock options, net of forfeitures.



A summary of option activity under the Plans as of September 30, 2008, and changes during the year
then ended is as follows:

Weighted
Weighted Average Aggregate

Average Remaining Intrinsic

Exercise ~ Contractual Value
Options Shares Price Term (In thousands)
Outstanding at September 30, 2007 ............. 2,218,587 $19.65
Granted . ... 751,040 23.68
Exercised . ... ..o -147,497 14.95
Forfeited . ... ... . -152,717 22.08
Outstanding at September 30, 2008 ............ 2,669,413 $20.90 6.0 years $(8,014)
Exercisable at September 30, 2008 ............. 800,230 $17.20 1.0 year $ 1,001

The weighted average grant date fair value of options granted during the years 2008, 2007 and 2006
was $2.54, $2.38 and $4.27, respectively. The total intrinsic value of options exercised during the
years ended September 30, 2008, 2007 and 2006 was $1,234,000, $3,928,000 and $3,276,000,
respectively. Likewise, the total grant date fair value of options exercised during the years ended Sep-
tember 30, 2008, 2007 and 2006 was $441,000, $1,040,000 and $775,000, respectively.

A summary of the status of the Company’s nonvested options as of September 30, 2008, and changes
during the year then ended is as follows:

Weighted
Average

Grant Date
Nonvested Options Shares Fair Value
Outstanding at September 30, 2007 .. ..ottt 1,555,552 $3.55
Granted . ..o 751,040 2.54
Vested ..o -293,480 3.75
Forfeited . ...t -143,929 3.25
Outstanding at September 30, 2008 .. ... ... ittt 1,869,183 $3.14

As of September 30, 2008, unrecognized compensation cost for stock options, net of forfeitures,
totaled $3,795,000, which is expected to be recognized over a weighted average remaining period of
3.31 years.

Cash received from option exercises for the years ended September 30, 2008, 2007 and 2006 was
$2,198,000, $5,563,000 and $4,141,000, respectively. The actual tax benefit realized for the tax
deductions from option exercises totaled $337,000, $1,132,000 and $891,000, respectively, for the
years ended September 30, 2008, 2007 and 2006.

The Company also grants shares of restricted stock pursuant to its plans. These shares of restricted stock
vest over a period of one to seven years. The Company has issued a total of 208,235 shares of restricted
stock, with a fair market value at the date of grant of $4.4 million. As of September 30, 2008, 109,571
shares remained restricted. The Company accounts for restricted stock grants by recording the fair value
of the grant to compensation expense over the vesting period. Compensation expense related to
restricted stock was $795,345, $298,000 and $273,000 for the years ended September 30, 2008, 2007 and
20006, respectively.
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NOTEM

STOCKHOLDERS’ EQUITY

Washington Federal Savings is subject to various regulatory capital requirements administered by the
Office of Thrift Supervision (OTS). Failure to meet minimum capital requirements can initiate cer-
tain mandatory and possibly additional discretionary action by regulators that, if undertaken, could
have a direct material effect on the Company’s financial statements. Under capital adequacy guide-
lines and the regulatory framework for prompt corrective action, Washington Federal Savings must
meet specific capital guidelines that involve quantitative measures of Washington Federal Savings’
assets, liabilities and certain off-balance sheet items as calculated under regulatory accounting practi-
ces. Washington Federal Savings’ capital amounts and classification are also subject to qualitative
judgments by the regulators about capital components, risk-weightings and other factors.

As of September 30, 2008 and 2007, the OTS categorized Washington Federal Savings as well cap-
italized under the regulatory framework for prompt corrective action. To be categorized as well cap-
italized, Washington Federal Savings must maintain minimum total risk-based, Tier 1 risk-based and
Tier 1 leverage ratios as set forth in the following table. There are no conditions or events since that
notification that Management believes have changed Washington Federal Savings’ categorization.

Well Capitalized
Capital Under Prompt
Adequacy Corrective Action
Actual Guidelines Provisions

Capital Ratio Capital Ratio  Capital  Ratio

September 30, 2008 (In thousands)
Total capital to risk-weighted assets . . ... .. 1,168,709 17.18% 544,064 8.00% 680,080 10.00%
Tier I capital to risk-weighted assets ...... 1,118,152 16.44% NA NA 408,048 6.00%
Core capital to adjusted tangible assets . . .. 1,118,152 9.66% NA NA 578,579  5.00%
Core capital to total assets . ............. 1,118,152 9.66% 347,147 3.00% NA NA
Tangible capital to tangible assets ........ 1,118,152 9.66% 173,574 1.50% NA NA
September 30, 2007
Total capital to risk-weighted assets . . ... .. $ 1,250,360 21.81% $ 458,626 8.00% $ 573,283 10.00%
Tier I capital to risk-weighted assets . ... .. 1,229,006  21.44% NA NA 343970  6.00%
Core capital to adjusted tangible assets . . .. 1,229,006 12.06% NA NA 509,733 5.00%
Core capital to total assets . ............. 1,229,006 12.06% 305,840 3.00% NA NA
Tangible capital to tangible assets ........ 1,229,006 12.06% 152,920 1.50% NA NA

At periodic intervals, the OTS and the Federal Deposit Insurance Corporation (FDIC) routinely
examine the Company’s financial statements as part of their oversight of the savings and loan
industry. Based on their examinations, these regulators can direct that the Company’s financial
statements be adjusted in accordance with their findings. The extent to which forthcoming regulatory
examinations may result in adjustments to the financial statements cannot be determined; however,
no adjustments were proposed as a result of the most recent OTS examination which concluded in
October 2008.

The Company has an ongoing stock repurchase program. No shares were repurchased during 2008.
The Company repurchased 421,700 shares at a weighted average price of $23.35 during 2007. As of
September 30, 2008, Management had authorization from the Board of Directors to repurchase up to
2.9 million additional shares.



NOTE N

FAIR VALUES OF FINANCIAL INSTRUMENTS

SFAS No. 107, “Disclosures about Fair Value of Financial Instruments,” requires disclosure of fair
value information about financial instruments, whether or not recognized on the statement of finan-
cial condition, for which it is practicable to estimate those values. SEAS No. 107 excludes certain
financial instruments and all non-financial instruments from its disclosure requirements. Accordingly,
the aggregate fair value estimates presented do not reflect the underlying fair value of the Company.
Although Management is not aware of any factors that would materially affect the estimated fair
value amounts presented, such amounts have not been comprehensively revalued for purposes of these
financial statements since that date, and therefore, estimates of fair value subsequent to that date may
differ significantly from the amounts presented below.

September 30, 2008 2007
(In thousands)
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

Financial assets

Cash and cash equivalents ................... $ 82,600 $ 82600 $ 61,378 $ 61,378
Available-for-sale securities . ................. 1,476,067 1,476,067 1,515,688 1,515,688
Held-to-maturity securities . .................. 124,537 123,348 138,373 135,124
Loans receivable ............ .. ... .. .. ..... 9,501,620 9,564,456 8,188,278 8,222,993
FHLBstock ........ .o . 144,874 144,874 132,397 132,397
Financial liabilities
CUStOMEer ACCOUNES .« v v v vt e e oo e e e 7,169,539 7,173,684 5,996,785 5,988,264
FHLB advances and other borrowings .......... 3,175,908 3,153,797 2,835,979 2,796,122

The following methods and assumptions were used to estimate the fair value of financial instruments:

Cash and cash equivalents — The carrying amount of these items is a reasonable estimate of their fair
value.

Investment securities — The fair value is based on quoted market prices or dealer estimates.

Loans receivable — For certain homogeneous categories of loans, such as fixed- and variable-rate resi-
dential mortgages, fair value is estimated using quoted market prices for securities backed by similar
loans, adjusted for differences in loan characteristics. The fair value of other loan types is estimated by
discounting the future cash flows and estimated prepayments using the current rates at which similar
loans would be made to borrowers with similar credit ratings and for the same remaining term. Some
loan types were valued at carrying value because of their floating rate or expected maturity character-
istics. Net deferred loan fees is not included in the fair value calculation but is included in the carry-
ing amount.

Available-for-sale securities and held-to-maturity securities — Estimated fair value for investment
securities is based on quoted market prices.

FHLB stock — The fair value is based upon the redemption value of the stock which equates to its
carrying value.

Customer accounts — The fair value of demand deposits, savings accounts, and money market
accounts is the amount payable on demand at the reporting date. The fair value of fixed-maturity cer-
tificates of deposit is estimated by discounting the estimated future cash flows using the rates currently
offered for deposits with similar remaining maturities.

FHLB advances and other borrowings — The fair value of FHLB advances and other borrowings is

estimated by discounting the estimated future cash flows using rates currently available to the Com-
pany for debt with similar remaining maturities.
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NOTE O FINANCIAL INFORMATION - WASHINGTON FEDERAL, INC.

The following Washington Federal, Inc. (parent company only) financial information should be read
in conjunction with the other notes to the Consolidated Financial Statements.
Statements of Financial Condition

September 30, 2008 2007
(In thousands)

Assets

Cash .o $ 4,787 $ 6,518

Investment in subsidiary . ........ .. 1,342,195 1,326,936

Dividend receivable ........ .. .. ... 18,434 13,310
Total @SSETS © o v vt ot e $1,365,416 $1,346,764

Liabilities

Borrowed MONEY . ..ot $ 14,310 $ 10,310

Dividend payable and other liabilities .. ........ ... .. ... ... ... .. ... 18,432 18,327
Total liabilities . ... ..ot 32,742 28,637

Stockholders’ equity
Common stock, $1.00 par value, 300,000,000 shares authorized,
105,092,724 and 104,921,450 shares issued; 87,916,286 and

87,441,750 shares outstanding . . ... ...oovttiiiii $ 105,093 104,921
Paid-in capital .. ... 1,261,032 1,254,490
Accumulated other comprehensive income (loss), netof tax . ............ 2,472 (13,033)
Treasury stock, at cost; 17,176,438 and 17,479,700 shares . ............. (210,250) (213,934)
Retained earnings . . . . ..o e it 174,327 185,683

Total stockholders’ equity ....... ... oo i i il 1,332,674 1,318,127

Total liabilities and stockholders’ equity .. ......... ..., $1,365,416 $1,346,764

Statements of Operations

Year ended September 30, 2008 2007 2006
(In thousands)

Income
Dividends from subsidiary . ........... . .. i $65,000 $ 66,000 $ 63,000
Other .« 24 14 —
Total INCOME .ottt e 65,024 66,014 63,000
Expense
Miscellaneous . .. .. oo 1,245 765 348
TOtal EXPENSE - .« v vttt 1,245 765 348
Net income before equity in undistributed net income of subsidiary .. . .. 63,779 65,249 62,652
Equity in undistributed net income of subsidiary ...................... (1,881) 69,500 80,327
Income before INCOME taAXES . . .ttt 61,898 134,749 142,979
Income tax benefit .. ... 434 268 123

Net INCOME .« o\ vt oottt e e e $62,332  $135,017 $143,102




Statements of Cash Flows

Year ended September 30, 2008 2007 2006
(In thousands)

Cash Flows From Operating Activities

Net INCOME &« oottt et e e e e e e e $ 62,332 $135,017 $143,102
Adjustments to reconcile net income to net cash provided by operating
activities
Equity in undistributed net income of subsidiaries .................. 1,881 (69,500)  (80,327)
Decrease (increase) in dividend receivable ........................ (5,124) 2,690 (1,000)
Increase (decrease) in other liabilities . ................. ... ....... 551 (463) (64)
Net cash provided by operating activities ......................... 59,640 67,744 61,711
Cash Flows From Financing Activities
Proceeds from exercise of common stock options and related tax benefit . . 2,546 6,752 5,077
Proceeds from Employee Stock Ownership Plan . ..................... 5,771 1,617 1,821
Increase in bOrrOWINgGS . ..ottt 4,000 10,310 —
Treasury stock purchased . ....... ... ... . — (9,848) —
Dividends .. ... (73,688) (72,467)  (70,708)
Net cash used by financing activities . . ..., (61,371)  (63,636)  (63,810)
Increase (decrease) incash . ........ ..o (1,731) 4,108 (2,099)
Cash at beginning of year .. ... 6,518 2,410 4,509

Cash at end of year . ... ...ttt $ 4,787 $ 6518 $ 2410




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

NOTE P SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

The following is a summary of the unaudited interim results of operations by quarter:

First Second Third Fourth
Year ended September 30, 2008 Quarter Quarter Quarter Quarter
(In thousands, except per share data)
Interest iNCOME . ..ot v i e e $166,592 $176,852 $180,481 $177,503
Interest eXpense . ......c.ii i 101,299 103,279 99,817 93,246
Net interest inCoOmMe ... ...vvuii e 65,293 73,573 80,664 84,257
Provision for loan losses . ........... .. ... .. .. .. .... 1,000 9,500 13,216 36,800
Other operating income . .............ooouieinnoo... 4,387 12,940 7,560 (84,078)
Other operating eXpense . . . ......ovirueeerennnnn... 17,243 22,078 23,581 25,339
Income before income taxes .. ..........ouiiiiii.... 51,437 54,935 51,427 (61,960)
INCOME tAXES © o\ ot e e e e e 18,389 19,483 18,258 (22,623)
Net inCOmMe . oottt $ 33,048 $ 35,452 $ 33,169 $(39,337)
Basic earnings pershare . ........... ... ... .. ... $ 038 $ 040 $ 038 $ (0.45)
Diluted earnings pershare ................. . ... .... 0.38 0.40 0.38 (0.45)
Cash dividends pershare ........................... 0.21 0.21 0.21 0.21
Return of average assets . ..............oiieiina... 1.26% 1.27% 1.13% -1.33%
First Second Third Fourth
Year ended September 30, 2007 Quarter Quarter Quarter Quarter
(In thousands, except per share data)
[Nterest iNCOME . . v oot v et et $ 145,476  $ 152,002 $ 158,620 $ 162,584
INterest EXPense . .. ..vvv vttt 83,086 86,809 92,201 96,405
Net interest inCOMe . . ..ottt 62,390 65,193 66,419 66,179
Provision for (reversal of) loan losses . ................. 50 150 1,000 350
Other operating income . .............ooouieinnoo... 3,134 3,291 5,230 3,586
Other operating eXpense . . . ......oviuueeeeennnnn... 13,716 16,136 17,234 17,474
Income before income taxes .. ..........ouiiiiii.... 51,758 52,198 53,415 51,941
Income taxes . ..ot 18,374 18,715 19,150 18,056
Net inCOmMe ..ot $ 33384 $ 33483 $ 34265 $ 33,885
Basic earnings pershare . ........... .. ... ... $ 039 % 038 % 039 % 0.39
Diluted earnings pershare .......... ... ... . ... .... 0.38 0.38 0.39 0.39
Cash dividends pershare ........................... 0.205 0.205 0.210 0.210
Return on average assets .. ........oovuninnininnn .. 1.47% 1.41% 1.38% 1.34%
NOTE Q SUBSEQUENT EVENT

On November 14, 2008, Washington Federal entered into a Letter Agreement, which incorporates by
reference the Securities Purchase Agreement — Standard Terms (the “Purchase Agreement”), with
the United States Department of the Treasury (“Treasury”), pursuant to which the Company issued
and sold to the Treasury (i) 200,000 shares of the Company’s Fixed Rate Cumulative Perpetual Pre-
ferred Stock, Series A (the “Preferred Stock”) and (ii) a warrant (the “Warrant”) to purchase
1,707,456 shares of the Company’s common stock, par value $1.00 per share (the “Common Stock”),
for an aggregate purchase price of $200 million in cash.

The Preferred Stock qualifies as Tier 1 capital and will pay cumulative dividends at a rate of 5% per
annum for the first five years, and 9% per annum thereafter. The Company may not redeem the Pre-
ferred Stock during the first three years following the investment by Treasury, except with the pro-
ceeds from a “Qualified Equity Offering”. After three years, the Company may, at its option, redeem
the Preferred Stock at its liquidation preference ($200 million) plus accrued and unpaid dividends.
The Preferred Stock is generally non-voting.



The Warrant has a 10-year term and is immediately exercisable upon its issuance, with an initial per
share exercise price of $17.57. The Warrant provides for the adjustment of the exercise price and the
number of shares of Common Stock issuable upon exercise pursuant to customary anti-dilution provi-
sions, such as upon stock splits or distributions of securities or other assets to holders of Common
Stock, upon certain issuances of Common Stock at or below a specified price relative to the initial
exercise price and upon certain repurchases of Common Stock by the Company. If the Company
receives aggregate gross cash proceeds of not less than $200 million from “Qualified Equity Offerings”
on or prior to December 31, 2009, the number of shares of Common Stock issuable pursuant to
Treasury’s exercise of the Warrant will be reduced by one half of the original number of shares, taking
into account all adjustments, underlying the Warrant. Pursuant to the Purchase Agreement, Treasury
has agreed not to exercise voting power with respect to any shares of Common Stock issued upon
exercise of the Warrant.

The Preferred Stock and the Warrant were issued in a private placement exempt from registration
pursuant to Section 4(2) of the Securities Act of 1933, as amended. The Company has agreed to
register the Preferred Stock, the Warrant and the shares of Common Stock underlying the Warrant,
as soon as practicable after the date of the issuance of the Preferred Stock and the Warrant. Neither
the Preferred Stock nor the Warrant will be subject to any contractual restrictions on transfer, except
that Treasury may only transfer or exercise an aggregate of one-half of the Warrant Shares prior to the

earlier of the redemption of 100% of the shares of Preferred Stock and December 31, 2009.

In the Purchase Agreement, the Company agreed that, until such time as Treasury ceases to own any
debt or equity securities of the Company acquired pursuant to the Purchase Agreement, the Company
will take all necessary action to ensure that its benefit plans with respect to its senior executive offi-
cers comply with Section 111(b) of the Emergency Economic Stabilization Act of 2008 (the “EESA”)
as implemented by any guidance or regulation under the EESA that has been issued and is in effect as
of the date of issuance of the Preferred Stock and the Warrant, and has agreed to not adopt any bene-
fit plans with respect to, or which covers, its senior executive officers that do not comply with the
EESA, and the applicable executives have consented to the foregoing.

Pursuant to the terms of the Purchase Agreement, upon issuance of the Preferred Stock, the ability of
the Company to declare or pay dividends or distributions on, or purchase, redeem or otherwise acquire
for consideration, shares of its common stock will be subject to restrictions, including a restriction
against increasing cash dividends above $.21 per quarter, without the express permission of the Treas-
ury. These restrictions will terminate on the earlier of (a) the third anniversary of the date of issuance
of the Preferred Stock and (b) the date on which the Preferred Stock has been redeemed in whole or
Treasury has transferred all of the Preferred Stock to third parties.
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MANAGEMENT’S REPORT ON INTERNAL
CONTROL OVER FINANCIAL REPORTING

The management of Washington Federal, Inc. (the
“Company”) is responsible for establishing and maintain-
ing adequate internal control over financial reporting. The
Company’s internal control system was designed to provide
reasonable assurance to the Company’s management and
Board of Directors regarding the preparation and fair pre-
sentation of published financial statements.

The Company’s management assessed the effectiveness
of the Company’s internal control over financial reporting
as of September 30, 2008. In making this assessment, the
Company’s management used the criteria set forth by the
Committee of Sponsoring Organizations of the Treadway
Commission (COSQO) in Internal Control-Integrated
Framework. Based on its assessment, the Company’s man-
agement believes that as of September 30, 2008, the
Company’s internal control over financial reporting was
effective based on those criteria.

The Company’s independent auditors, Deloitte &
Touche LLP, an independent registered public accounting
firm, have issued an audit report on the Company’s
internal control over financial reporting and their report
follows.

November 21, 2008

Ty 1 Llibele, d

Roy M. Whitehead
Chairman, President and
Chief Executive Officer

Brent J. Beardall
Executive Vice President and

Chief Financial Officer

REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Washington Federal, Inc.
Seattle, Washington

We have audited the accompanying consolidated state-
ments of financial condition of Washington Federal, Inc.
and subsidiaries (the “Company”) as of September 30,
2008 and 2007, and the related consolidated statements of
operations, stockholders’ equity, and cash flows for each of
the three years in the period ended September 30, 2008.
These financial statements are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with the stan-
dards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about
whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made
by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide
a reasonable basis for our opinion.

In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi-
tion of Washington Federal, Inc. and subsidiaries as of
September 30, 2008 and 2007, and the results of their
operations and their cash flows for each of the three years
in the period ended September 30, 2008, in conformity
with accounting principles generally accepted in the
United States of America.

We have also audited, in accordance with the stan-
dards of the Public Company Accounting Oversight Board
(United States), the Company’s internal control over
financial reporting as of September 30, 2008, based on the
criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Orga-
nizations of the Treadway Commission and our report
dated November 21, 2008, expressed an unqualified opin-
ion on the Company’s internal control over financial
reporting.

D lotde £ lowhkes woP

DELOITTE & TOUCHE LLP
Seattle, Washington
November 21, 2008



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Washington Federal, Inc.
Seattle, Washington

We have audited the internal control over financial
reporting of Washington Federal, Inc. and subsidiaries (the
“Company”) as of September 30, 2008, based on criteria
established in Internal Control—Integrated Framework
issued by the Committee of Sponsoring Organizations of
the Treadway Commission. The Company’s management
is responsible for maintaining effective internal control
over financial reporting and for its assessment of the effec-
tiveness of internal control over financial reporting,
included in the accompanying Management’s Report on
Internal Control over Financial Reporting. Our responsi-
bility is to express an opinion on the Company’s internal
control over financial reporting based on our audit.

We conducted our audit in accordance with the stan-
dards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting
was maintained in all material respects. Our audit included
obtaining an understanding of internal control over finan-
cial reporting, assessing the risk that a material weakness
exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk,
and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion.

A company’s internal control over financial reporting
is a process designed by, or under the supervision of, the
company’s principal executive and principal financial offi-
cers, or persons performing similar functions, and effected
by the company’s board of directors, management, and
other personnel to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance
with generally accepted accounting principles. A compa-
ny’s internal control over financial reporting includes
those policies and procedures that (1) pertain to the main-
tenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit
preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in
accordance with authorizations of management and direc-
tors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of the inherent limitations of internal control
over financial reporting, including the possibility of collu-

sion or improper management override of controls,
material misstatements due to error or fraud may not be
prevented or detected on a timely basis. Also, projections
of any evaluation of the effectiveness of the internal con-
trol over financial reporting to future periods are subject to
the risk that the controls may become inadequate because
of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all
material respects, effective internal control over financial
reporting as of September 30, 2008, based on the criteria
established in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of
the Treadway Commission.

We have also audited, in accordance with the stan-
dards of the Public Company Accounting Oversight Board
(United States), the consolidated financial statements as
of and for the year ended September 30, 2008, of the
Company and our report dated November 21, 2008,
expressed an unqualified opinion on those financial state-
ments

SO lotde £ lowhkes woP

DELOITTE & TOUCHE LLP
Seattle, Washington
November 21, 2008
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PERFORMANCE GRAPHS

The following graphs compare the cumulative total return to Washington Federal stockholders (stock price apprecia-
tion plus reinvested dividends) to the cumulative total return of the Nasdaq Stock Market Index (U.S. Companies) and
the Nasdaq Financial Stocks Index for the five year period ended September 30, 2008 and since Washington Federal first
became a publicly traded company on November 9, 1982, respectively. The graphs assume that $100 was invested on
September 30, 2003 and November 9, 1982, respectively, in Washington Federal Common Stock, the Nasdaq Stock
Market Index and the Nasdaq Financial Stocks Index, and that all dividends were reinvested. Management of Washington
Federal cautions that the stock price performance shown in the graphs below should not be considered indicative of poten-
tial future stock price performance.
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GENERAL CORPORATE AND STOCKHOLDERS’ INFORMATION

Corporate
Headquarters

Independent
Auditors

Transfer Agent,
Registrar and
Dividend
Disbursing Agent

Annual Meeting

Form 10-K

Stock Information

425 Pike Street
Seattle, Washington 98101
(206) 624-7930

Deloitte & Touche LLP
Seattle, Washington

Stockholder inquiries regarding transfer requirements, cash or stock dividends, lost certifi-
cates, consolidating records, correcting a name or changing an address should be directed to
the transfer agent:

American Stock Transfer & Trust Company
59 Maiden Lane

Plaza Level

New York, NY 10038

Telephone: 1-888-888-0315

www.amstock.com

The annual meeting of stockholders will be held on January 21, 2009, at 2 p.m., Pacific Time
at Sheraton Hotel, 1400 Sixth Avenue, Seattle, Washington

To find out more about the Company, please visit our website. The Company uses its website
to distribute financial and other material information about the Company. This report and
all SEC filings of the Company are available through the Company’s website:
www.washingtonfederal.com.

Washington Federal, Inc. is traded on the NASDAQ Global Select Market. The common
stock symbol is WFSL. At September 30, 2008, there were approximately 2,108 stockholders

of record.

Stock Prices

Quarter Ended High Low Dividends
December 31, 2006 $24.12  $22.23 $0.205
March 31, 2007 23.99 22.47 0.205
June 30, 2007 25.39 22.70 0.210
September 30, 2007 27.06 21.63 0.210
December 31, 2007 27.09 20.94 0.210
March 31, 2008 25.21 19.05 0.210
June 30, 2008 24.63 18.10 0.210
September 30, 2008 24.00 13.63 0.210

Future dividend policy will be determined by the board of directors after giving consideration
to the Company’s financial condition, results of operations, tax status, industry standards,
economic conditions and other factors. Dividends will also depend upon dividend payments
by Washington Federal Savings to Washington Federal, which is its primary source of
income.

The Company’s ability to pay dividends is subject to regulatory limitations, which require,
depending on certain factors, either an application or an advance notice to the OTS prior to
a capital distribution by Washington Federal Savings to Washington Federal. Furthermore,
under the Treasury’s Capital Purchase Program, the Company must obtain the Treasury’s
consent for any increase in dividends declared on its common stock. This restriction applies
until November 14, 2011, unless prior to that time the Company redeems the Preferred
Stock that it issued to the Treasury or the Treasury transfers the Preferred Stock to a third
party. For more information on the Company’s participation in the Treasury’s Capital Pur-
chase Program and the corresponding restrictions, please see Note Q, Subsequent Event, of
the Notes to Consolidated Financial Statements in this Annual Report.
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