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Washington Federal’s Earnings Per ShareIncrease 13% ;
The Company is Reviewing its Accounting for Derivatives

SEATTLE —Washington Federal, Inc. (Nasdag: WFSL), parent company of Washington
Federal Savings, today announced earnings of $36,333,000 or $.42 per diluted share for the
quarter ended March 31, 2005, compared to $32,520,000 or $.37 per diluted share for the same
period one year ago, a 13.5 % increase. Return on assets improved to 1.92% from 1.73% for the
guarters ended March 31, 2005 and March 31, 2004, respectively. Return on equity also
improved in the period, from 12.04% last year to 12.68% in the quarter just ended.

Chief Executive Officer Roy M. Whitehead commented, “ L oan demand and quality
continued to be very strong, capital strengthened once again, and we were able to absorb a
sizable increase in interest expense related to Fed tightening over the last nine months. Thiswas

asolid quarter for the Company”.

Increased earnings over the same quarter one year ago were attributable primarily to
growth in the loan portfolio of $609 million or 12.4% from March 31, 2004. Total interest
income increased by 8%, or $8,352,000, which more than offset a 25%, or $5,388,000, increase
in interest expense paid on customer accounts. Interest expense on borrowed funds declined by
15% or $3,231,000 from the same quarter last year. The Company’s efficiency ratio increased
dlightly to 18.84% for the six months ended March 31, 2005, compared to 18.36% for the same
period last year. This increase was due to a one-time expense of $1,225,000 related to the
amortization of leasehold improvements that brings the Company into conformity with a recent

(More)



clarification of the accounting standard for leases. The Company now amortizes leasehold
improvements over the shorter of the original lease term excluding option periods, or the

expected useful life of the improvements.

Earnings for the six months ended March 31, 2005 were $72,591,000 or $.83 per diluted
share, compared to $65,343,000 or $.75 per diluted share for the same period one year ago, a

10.7 % per share increase.

On April 15, 2005, Washington Federal paid a cash dividend of $.19 per shareto
common stockholders of record on April 1, 2005. Thiswas the Company’s 89th consecutive

guarterly cash dividend.

During the quarter the Company opened two new branches; onein Las Vegas, Nevada

and another in Klamath Falls, Oregon.

The Company also announced that in response to a comment letter from the Securities
and Exchange Commission (SEC), it isreviewing its accounting for derivatives, which consist
solely of forward contracts to purchase mortgage-backed securities. At March 31, 2005, the
Company had $50 million notional amount of forward contracts to purchase mortgage-backed
securities outstanding, which represents 0.66% of total assets. Specifically, the SEC is
guestioning whether the Company’ s documentation of its derivatives was sufficient to meet the
requirements of Statement of Financial Accounting Standards No. 133 and Emerging Issues Task
Force Topic D-102. Asof the date of this release, this matter has not yet been resolved and
discussions with the SEC are ongoing. However, if the Company is required to change its
accounting and restate its financial statements to reflect changesin the fair value of these
derivatives directly into income, the Company estimates that the cumul ative impact on net
income from October 1, 2000 through March 31, 2005 would be to decrease net income by
$3,810,000 or 0.62% of cumulative net income of $615,306,000 for the same period. The
estimated impact of such arestatement, if required, would affect reported net income for fiscal
years September 30, 2004, 2003, 2002, 2001 as well as for the six months ended March 31, 2005
as set forth in the table below (such amounts have not been reviewed by the Company’ s auditor

and consequently are estimates and subject to revision).



Net Income as previoudy reported

Potential derivatives adjustment

Adjusted Net Income

% Change

Fiscal Years Ended September 30,

Six Months Ended
2001 2002 2003 2004 3/31/05
$ 117,464,000 $ 148,384,000 $ 144,999,000 $ 131,868,000 $ 72,591,000
13,862,000 (1,469,170) (3,941,039) (7,971,845) (4,290,000)
$ 131,326,000 $ 146,914,830 $ 141,057,961 $123896,155 $ 68,301,000
11.80% -0.99% -2.712% -6.05% -5.91%

Washington Federal Savings, with headquartersin Seattle, Washington, has 121 branches

in seven western states.

HH#t#



