





Interest-Rate Risk Management

Interest-rate risk is defined as exposure to
significant declines in current and future
earnings, as well as exposure to significant
declines in net worth or primary capital aris-
ing from changes in interest rates. As such,
interest-rate risk is a significant potential risk
exposure to WesCorp that could impact
income and/or capital. It arises primarily
from the cash flow and repricing “mis-
matches” between the investment instru-
ments WesCorp owns and the deposit
products issued to members.

By managing this “mismatch,"WesCorp
seeks to ensure that its net interest margin
remains at a level that produces adequate
earnings, and enables continued growth in
primary capital. The board of directors has
established maximum risk-exposure limits
for both Net Economic Value (NEV) and Net
Interest Income (NII), and has mandated
minimum measurement and reporting
requirements for each.

WesCorp maintains a highly experi-
enced staff of asset/liability and investment
management personnel, supported by
state-of-the-art risk analytics systems,
including QRM, RiskSpan, Savid

NEV (in millions)
NEV (% change)

International Derivatives System,
Bloomberg, Andrew Davidson & Co,,

and Intex Solutions. WesCorp's substantial
investment in this infrastructure enables

it to measure, monitor and manage its
multibillion-dollar portfolio of fixed-income
investments.

The risk analytics systems collectively
measure the historical return performance
in terms of income and market price and
the prospective returns under a multitude
of potential interest-rate scenarios. In addi-
tion, WesCorp is able to “stress” certain
investment and share assumptions to
reveal potential exposures to possible
changes in market conditions. Examples
of these assumptions include mortgage
prepayments, credit spreads, interest rate
volatility, and changes in the spread rela-
tionships between different market indices.

Interest-Rate Risk Limits

Because WesCorp operates with Part I
expanded authorities under NCUA
Regulation, Part 704, based on its capital
level, its NEV is allowed to decline by as
much as 28 percent in a rate-stress test

Changes in Net Economic Value (NEV)
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of +300 basis points (bp). On June 30, 2008,
WesCorp's NEV volatility in a +300 bp
instantaneous parallel interest-rate shock
was -39.2 percent, thus exceeding the 28
percent limit. The NCUA has recognized
that the volatility variance is a result of the
decline in market values and not due to
interest rate risk. They are monitoring our
progress as the markets improve. The result
of WesCorp's NEV volatility analysis is shown
in figures 3 and 4.

The level of NEV in the base case and
in all of the stress-test scenarios (i.e. instan-
taneous parallel interest-rate shocks) was
adversely impacted by unrealized losses
on the investment portfolio resulting from
market illiquidity. This effect of market illig-
uidity on portfolio valuation, rather than
the actual level of interest rate risk, was
the cause of the failure to comply with the
+300 bp NEV limit at June 30, 2008. The fail-
ure to comply with the 28 percent limit has
been reported to the NCUA and the NCUA
is regularly updated. The NCUA agrees that
this non-compliance is not due to the level
of interest rate risk, but rather to the effect
of an illiquid market on the portfolio valua-

+300 bp
$525

-39.2%

+300 bp
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Interest-Rate Risk Management coninved

tion and the Base NEV calculation.
Therefore, the NCUA has not required
WesCorp to undertake any actions to
reduce its level of interest rate risk.
WesCorp's Net Economic Value
(NEV) exhibits negative convexity or non-
linear changes in value between rising
and declining interest-rate scenarios.
Negative convexity refers to the absolute
amount of the decrease in NEV in rising
interest-rate scenarios exceeding the
increase in NEV in declining interest-rate
scenarios. This negatively convex NEV
profile is the result of the valuation of
WesCorp's mortgage-backed securities
(MBS) portfolio in each rate scenario.
When interest rates fall, MBS balances
normally payoff more rapidly (due to
increased refinancing and sales activities),
thereby mitigating the favorable impact of
lower market rates on portfolio value. In
contrast, as interest rates rise, MBS normally

payoff at a slower rate thus lengthening
the average life and further adversely
impacting value. Embedded interest-rate
caps on floating rate securities also con-

tribute to the negatively convex risk profile.

To mitigate its balance sheet interest
rate risk, WesCorp had approximately
$134 billion notional amount of interest-

rate swaps outstanding as of June 30, 2008.

To measure interest-rate risk during a
short-term horizon (12 months), WesCorp's
board has established a 60 percent limit
on the percentage decline in NIl. The result
of WesCorp's NIl volatility analysis is shown
in figures 5 and 6. WesCorp's board sus-

pended the -300 bp limit due to the federal
funds rate being 2.00 percent as of June 30,

2008, thereby making the -300 bp scenario
unrealistic.

Changes in 12-Month Projected Net Interest Income (NII)

-300
NIl (in millions) $61.5
NIl (% change) -504 %

NII ($ in millions)

$156.3
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figure 5
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Credit Risk Management

Credit risk is the possibility of loss from the
failure of a financial asset or instrument,
counterparty or borrower to fully perform
under a credit-related contract. At WesCorp,
credit risk arises primarily from the potential
deterioration in the performance of credit-
related financial instruments in the invest-
ment portfolio. These instruments mainly
consist of asset-backed securities and
mortgage-backed securities collateralized
by residential whole mortgage loans.

Counterparty credit risk arises from
direct extensions of credit, pre-settlement
risk on traditional securities transactions, as
well as the failure of a counterparty to fulfill
its obligations under an off-balance sheet
derivative contract. To a lesser degree,
WesCorp is also exposed to credit risk
from its member loan portfolio. Credit risk
is quantified and monitored on a day-to-
day basis by WesCorp's Investment Credit
Services department, part of the Risk
Assessment division, which regularly
reports activities impacting WesCorp's
credit exposure.

Reports are made to WesCorp's ALCO
and board of directors, who oversee imple-
mentation of the credit policy relating to
the investment portfolio and approve the
extension of credit to various financial insti-
tutions with which WesCorp transacts busi-
ness. Credit matters relating to WesCorp's
member loan portfolio are handled by
WesCorp's Credit Committee, which meets
at least monthly and is composed of mem-
bers of WesCorp's executive staff appointed
by the board of directors.

Credit Oversight of Credit-Related
Investment Security Holdings

To mitigate credit risk from its portfolio of
credit-related financial instruments,
WesCorp's credit policies place limitations
on the amount and types of credit risk
WesCorp will assume at any given time.
These limitations address credit concerns
from a variety of perspectives. They include
maximum levels of secured and unsecured
assets, permissible concentrations of mort-
gage-backed and asset-backed securities,
maximum limitations on issuer types, geo-
graphic concentration of credit-sensitive
investments, as well as limitations on invest-
ments in individual issues.

WesCorp allows investment only in
those securities with the highest credit
ratings from nationally recognized statistical
rating organizations, such as Standard &
Poor’s or Moody's Investors Service.
Investments must be rated AAA, AA, or
equivalent. A rigorous, structured credit
analysis is performed both before and after
purchase of these instruments to proactive-
ly determine if there is deterioration in
credit quality. WesCorp believes that by
remaining constantly apprised of the credit
quality of its investments, it will be able to
identify deteriorating credits before they are
subsequently downgraded by rating agen-
cies, and before they significantly impact
profitability.

Oversight of Counterparty Exposure
WesCorp expects performance by transac-
tion counterparties. However, in the event
of nonperformance, it is WesCorp's policy to

monitor market exposure and counterparty
risk through a variety of control procedures,
including approval of limits for credit-sensi-
tive activities, mark-to-market securities and
adjustments of collateral levels, as consid-
ered appropriate. WesCorp's credit policies
require that WesCorp review the creditwor-
thiness of each counterparty with which it
conducts business. Accordingly, WesCorp
believes it has effective procedures for eval-
uating and limiting exposure to credit risks
arising from changes in the market value of
securities transacted. WesCorp considers
the credit risks posed by its transaction
activities with counterparties to be well
within acceptable levels.

In the normal course of business,
WesCorp enters into securities transactions.
In the event that a purchase or sale did not
settle because of the failure of a counter-
party to perform, WesCorp could incur a
loss of anticipated income if the market
value of the security is significantly higher
than the contract price of the transaction.
To mitigate this risk, WesCorp transacts
business only with the most creditworthy
banks and broker/dealers, as determined by
rigorous credit analyses performed by
Investment Credit Services. WesCorp is cur-
rently placing excess short-term liquidity
with domestic and international financial
institutions. The board of directors approves
all counterparties and establishes aggregate
exposure limits designed to minimize the
risk to any single counterparty.

WesCorp also enters into collateral-
ized, short-term financing agreements, pri-
marily in the form of reverse-repurchase



Credit Risk Management (ontinued

agreements. These transactions are fully
collateralized by marketable securities.
Investment Credit Services establishes

the required margin levels in accordance
with prevailing market conditions and
prudent lending considerations. As with
transaction counterparties, the counterpar-
ties in repurchase agreements periodically
undergo credit analyses and are approved
by the board of directors. Credit policy
requires third-party custodians to furnish
daily market prices on collateral held for
WesCorp. WesCorp monitors the market
value of securities held for collateral and
obtains additional securities as necessary
to ensure that such transactions are ade-
quately collateralized.

Under Part lll expanded authorities,
WesCorp can enter into Eurodollar and
derivative transactions with foreign bank-
ing/ financial counterparties. As the U.S.
banking system has consolidated through
mergers and acquisitions, the number of
highly rated counterparties has diminished.
Many of the largest and most highly capital-
ized banking institutions are non-U.S. enti-

21.0 %

figure 7
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ties. Part Il permits WesCorp to diversify
potential credit exposure among these
stronger foreign institutions. WesCorp was
granted Part IV expanded authorities under
NCUA Regulation, Part 704, that permit the
use of financial derivative transactions.
WesCorp enters into financial deriva-
tive transactions as a normal part of its busi-
ness for managing balance-sheet risk to
modify the interest-rate characteristics of
assets and liabilities and to provide attrac-
tive investment alternatives for members. It
should be noted that payments are interest
only and no principal balances are
exchanged in these transactions. WesCorp
is subject to some potential credit risk in
these transactions. However, this risk is
mitigated by mark-to-market bilateral
credit support agreements with each
counterparty, which require collateral to be
put in place if risk exposure thresholds are
exceeded. Of course, WesCorp transacts
financial derivative contracts only with
the most creditworthy banks and bro-
ker/dealers, following a full credit review
and board approval.

Member Borrowing

WesCorp's member lending program fea-
tures an array of credit products to meet
members'liquidity and asset/liability man-
agement requirements. WesCorp makes
loans available to members organized as
credit unions, CUSOs, or credit union affili-
ates. The settlement line of credit provides
members with overdraft protection for
unforeseen liquidity needs, while the vari-
able-rate secured line provides a cost effec-
tive way for members to fund short-term
liquidity needs. WesCorp's fixed-rate, fixed-
term loans allow members to hedge loan
portfolios or to capitalize on leveraged
investment opportunities. Settlement lines
are secured by a pledge of all member
assets, while secured lines are collateralized
by specific loan assets or by a member's
share certificates or securities held in safe-
keeping at WesCorp.

WesCorp follows prudent credit poli-
cies and procedures approved by its board
of directors in making loans to members.
WesCorp's Credit Committee meets month-
ly to review and render credit decisions on

WesCorp Term Investment Portfolio
Investments by Sector as of 6/30/08

Govm't Agencies & US Central 4.0 %
Asset Backed Securities 6.2 %

CMBS Securities
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non-standard loan requests and to address

other credit-related issues. WesCorp has

incurred only one credit loss of $117,000 in

its entire 39-year history. Given this

extremely low loss experience and the con-
sistent application of conservative loan poli-

cies and sound credit procedures,
WesCorp's board of directors has deter-
mined it unnecessary to establish a loan

loss reserve. As of June 30, 2008, WesCorp's

total dollar amount in outstanding loans
was $1.7 billion.

Asset Quality
«Asof June 30, 2008, WesCorp's invest-

ments consisted of $2.9 billion in short-

term money market investments and
$23.3 billion in term investments. The

short-term money market investments

consisted of $1.3 billion overnight

investments held at US. Central, $0.7 bil-
lion in reverse repurchase agreements,

$0.5 billion in federal funds sold and

$0.4 billion in eurodollar deposits. All the

investments were placed with highly

rated institutions. WesCorp's term invest-

ment portfolio consisted of $44 million
in term certificates with U.S. Central and
$22.8 billion in a well-diversified securi-
ties portfolio of primarily mortgage-
related and asset-backed securities.

As of June 30, 2008, the market value of
outstanding financial derivative transac-
tions showed that the resultant poten-
tial credit risk from these instruments is
negligible.

WesCorp Term Investment Portfolio
Portfolio Composition by Credit Quality as of 6/30/08

figure 8
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Liquidity Management

Strategic Overview

The nature of member’s cash needs
requires that a high level of liquidity be
maintained in order to meet potential
member demands. The monitoring and
modeling of WesCorp's liquidity position is
the responsibility of Treasury Operations.
The Risk Assessment division is responsible
for ensuring that the models used by
Treasury Operations and the various sources
of data contained in those models provide
meaningful results. Risk Assessment is also
responsible for ensuring that the contin-
gency funding plan is appropriate for
WesCorp's needs and takes into account
potential areas of systematic risk.

The key to managing liquidity at
WesCorp is in measuring, monitoring and
anticipating changes in member credit
union deposit and loan activity in concert
with maintaining adequate credit facilities, a
ready supply of short-term liquid invest-
ments and marketable securities. Short-
term liquid investments are composed
of overnight investments at U.S. Central
Credit Union and other short-term commit-
ments such as federal funds sold, securities
purchased under agreements to resell
and interest-bearing Eurodollar deposits.
WesCorp member flows dictate the type
and amount of these investments.
WesCorp's ALSC establishes the required
minimum amount of short-term liquid
investments as 25 percent of short-term
deposits or $1 billion whichever is less.
WesCorp's board of directors monitors
this monthly.

While the limitations are sufficiently
broad to allow for the effective use of short-
term funds, operating targets are influenced
by natural-person credit union loan and
share growth, changes in noncredit union
business relationships, and general eco-
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nomic conditions. WesCorp invests in
mature sectors of the capital markets

and in investment instruments and issuers
that exhibit consistency and marketability.
Often, certain investments considered

less marketable carry increased returns.
WesCorp's strategy calls for a clear prioritiza-
tion of increased market liquidity over
increased returns. This allows WesCorp the
flexibility to quickly utilize on-balance-sheet
investments by selling securities to meet
actual deposit outflows.

WesCorp has established several exter-
nal (nonmember) sources of funding to
provide added flexibility. WesCorp funding
sources include the following: a $25 million
committed line of credit, a $1.2 billion
advised line of credit, $9 billion in borrow-
ing capability from the Federal Home Loan
Bank of San Francisco, a $2 billion global
medium-term note program, access to an
estimated $5 billion in the federal funds
market, and access to the repurchase
agreement market (to sell securities and
repurchase at a predetermined date in
the future). As of June 30, 2008, WesCorp's
total borrowings were $7.9 billion (includes
public unit shares).

Liquidity Benchmarks

WesCorp maintains several sources of lig-
uidity, both on- and off-balance-sheet. By
policy, WesCorp's minimum flash liquidity
ratio is the lower of 25 percent or $1 billion.
At the end of June 2008, WesCorp's flash lig-
uidity ratio was 34 percent (see figure 9).
The current level of flash liquidity is appro-
priate in light of potential demands on
funds resulting from the redeployment into
longer-term investments of the abnormally
high level of short-term deposits being held
by credit unions.

When viewing the longer-term liquidi-
ty picture, the gap ratio must be at least 20
percent in accordance with policy. The gap
ratio represents assets maturing in the next
six months as a percentage of liabilities
maturing during the same period. At the
end of June 2008, WesCorp's gap ratio was
53 percent. An additional form of liquidity
comes from WesCorp's Available-for-Sale
(AFS) portfolio, which could be sold to
cover additional liquidity demands.

Monitoring and Assessment

To remain fully prepared to meet member
demands for liquidity, WesCorp has com-
mitted staff and resources to the develop-
ment, operation and continued enhance-
ment of a Liquidity Planning Model (LPM)
that tracks current liquidity levels and tests
“what-if” scenarios of interest-rate shock and
unexpected deposit withdrawals.

Liquidity Ratios
(as of 6/30/2008)
AVg. Flash quU|d|ty (with public unit funds) 34%
Gap LIqUIdIty (with public unit funds) 53%

figure 9



Capital Structure

WesCorp's capital structure consists of
three major components: Member Capital
Accounts (MCAs), WesCorp Permanent
Capital, and reserves and undivided earn-
ings (RUDE). MCAs and WesCorp Permanent
Capital represent uninsured, long-term
ownership investments and are classified
as equity in WesCorp's published financial
statements to denote the ownership inter-
est of WesCorp's members. This presenta-
tion conforms to the statutory definition of
the Federal Credit Union Act, as well as the
regulatory requirements of NCUA.
WesCorp's investment strategy has
enabled it to earn a spread sufficient to
increase core capital (retained earnings)
without sacrificing the rates paid to credit
unions. In June 1997, WesCorp became the
first corporate credit union to raise addition-
al core capital through the issuance of
WesCorp Permanent Capital, Series I. A sec-
ond issuance—WesCorp Permanent
Capital, Series ll—took place in April 1999.
This additional capital has allowed WesCorp
to continue to provide our member credit
unions with the value-added services and
competitive interest rates they have come
to expect from their corporate.

All members are required to maintain a
certain amount of funds in an MCA at
WesCorp. MCAs require an initial funding
requirement of 1/8 of one percent of the
credit union’s most recently reported semi-
annual assets adjusting on a semiannual
basis to five percent of a member credit
union’s average non-capital deposits held
at WesCorp for the prior six months, or 1/8
of one percent of most recently reported
semiannual assets, whichever is greater, not
to exceed one percent of the credit union'’s
assets.

Policy Compliance

NCUA Regulation, Part 704, defines the
regulatory capital ratio as month-end
capital divided by 12-month moving-aver-
age net assets. This formula differs from
WesCorp's internal policy, which calculates
the capital ratio using average monthly
capital divided by average monthly assets.
Both calculations, however, use the same
definition of capital: RUDE, plus WesCorp
Permanent Capital, plus three-year MCAs,
plus the non-amortized portion of any
three-year MCAs that have given notice
of intent to withdraw.

Regulatory Compliance
Effective in 2002, NCUA Regulation, Part
704, set forth various levels of capital ade-
quacy, based on the level of risk sought by
the corporate and authorized by the NCUA
board. WesCorp has elected and operates
under a regulatory minimum of five percent
for level I and level Il authorities. Effective
June 1997, WesCorp's internal policy called
for a minimum capital ratio of six percent,
reflecting Management's intention to oper-
ate at the highest authority level available.
WesCorp's capital position continues
to be healthy in 2008. Capital levels are
composed of WesCorp's RUDE of $777.1
million, MCAs of $1.0 billion, and WesCorp
Permanent Capital of $213.1 million. With
Regulatory Capital standing at 6.44 percent,
WesCorp's capital ratio exceeds the NCUA
Regulation, Part 704 minimum capital level
for expanded authorities. The total capital
ratio (per WesCorp policy) is 6.74 percent as
of June 30, 2008.

Capital Ratios

(as of 6/30/2008)
Minimum

Actual Level
Retained Earnings (per internal policy) 2.63% -
Core Capital (per internal policy) 3.35% -
Total Capital (per internal policy) 6.74% 6%
Retained Earnings (per NCUA Reg. Part 704) 2.51% 2%
Core Capital (per NCUA Reg. Part 704) 3.20% -
Total Capital (per NCUA Reg. Part 704) 6.44% 5%

figure 10
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Consolidated Statements of Financial Condition

Unaudited
(dollars in thousands)
June 30,
Assets 2008 2007
Cash and due from banks $ 92213 S 92,291
Short-term investments:
Daily shares with U.S. Central 1,204,404 1,139,890
Overnight investments with U.S. Central 70,000 54,000
Securities purchased under agreements to resell 733,748 746,787
Federal funds sold 520,000 725,000
Interest-bearing euro-dollar deposits 400,000 500,000
Trading swaps 7,211 9,017
Securities available-for-sale, fair value
(amortized cost of $13,911,394 in 2008 and $25,352,037 in 2007)
(pledged to creditors - fair value of $4,951,185 in 2008 and $2,047,393 in 2007,
amortized cost of $5,087,801 in 2008 and $2,073,077 in 2007) 13,276,259 25,327,685
Securities held to maturity, amortized cost
(Fair market value of $9,803,106 in 2008 and $0 in 2007
(pledged to creditors - amortized cost of $2,858,006 in 2008 and $0 in 2007,
fair market value of $3,077,314 in 2008 and $0 in 2007) 9,507,460 -
Other investments:
Share certificates with U.S. Central 2,021 693,183
Membership Capital Shares with U.S. Central 73,035 63,006
Equity investment in U.S. Central 47,270 47,270
Derivative assets 55,174 167,580
Other 341,623 194,156
Loans to members 1,659,236 1,591,851
Loans held for sale 4,702 -
Participation loans, net 14,165 39,680
Interest and dividends receivable 82,998 128477
Premises and equipment, net 28,972 30,408
Other assets 33,964 19,120
Total assets $ 28,154,455 $ 31,569,401

WesCorp 2008 Financial Analysis



Consolidated Statements of Financial Condition

(continued)

Unaudited
(dollars in thousands)
June 30,

Liabilities and Equity 2008 2007
Liabilities
Securities sold under agreements to repurchase 866,000 S 1,567,982
Other secured borrowings 14,165 39,680
Federal funds purchased 426,000 844,000
FHLB borrowing 5,000,000 250,000
Medium-term notes 1,249,809 1,999,497
Interest payable 5,872 30,782
Dividends payable 79,247 123,290
Accounts payable-trade date investments - 193,465
Accounts payable and accrued expenses 12,500 220,406
Trading swaps 3,682 6,300
Derivative liabilities 169,893 58,272
Total liabilities 7,827,168 5,334,174
Equity
Shares:
Members' shares
Market shares 6,314,035 8,663,367
Daily shares 227,680 261,497
Share certificates 12,834,413 15,064,925
Total members' shares 19,376,128 23,989,789
Public-unit shares 360,921 382,898
Member Capital Accounts 1,005,793 981,856
Total shares 20,742,842 25,354,543
Permanent Capital 213,074 213,074
Retained earnings, substantially restricted:
Corporate reserve 98,390 98,390
Contingency reserve for market fluctuations 673,070 571,269
Undivided earnings 5,668 5,668
Total retained earnings 777,128 675,327
Accumulated other comprehensive (loss) (1,405,757) 7,717)
Total equity 20,327,287 26,235,227
Total liabilities and equity $28,154,455 $31,569,401




Consolidated Statements of Income
and Comprehensive (Loss) Income

Unaudited

dollars in thousands)
or the six months ended June 30, 2008 2007
Interest income and dividends:
Daily shares with U.S. Central $ 16,843 S 32,821
Short-term investments 42,042 52,834
Securities available for sale 327,233 641,067
Securities held to maturity 110,642 -
Other investments 12,070 26,371
Loans to members 35,478 41,203
Participation loans 876 1,317
Total interest income and dividends 545,184 795,613
Interest expense and dividends:
Securities sold under agreements to repurchase and other liabilities 98,642 78,773
Other secured borrowings 436 827
A/P - Collateral - 45
Medium-term notes 21,800 54,384
Total interest expense and dividends on borrowings 120,878 134,029
Dividends on shares:
Market shares 96,445 201,535
Daily shares 780 1,903
Share certificates 254,121 371,636
Public-unit shares 962 15,908
Member Capital Accounts 17,574 24,789
Total dividends on shares 369,882 615,771
Total interest expense and dividends 490,760 749,800
Net interest income and dividends 54,424 45813
Noninterest income:
Fee income 13,441 14,403
Gain on loans held for sale - 18
Loss on sale of fixed assets (2) )
Other fee and operating income 2,145 1,945
Total noninterest income 15,584 16,364
Total operating income $ 70,008 S 62177

WesCorp 2008 Financial Analysis



Consolidated Statements of Income
and Comprehensive (Loss) Income

Unaudited
dollars in thousands)

or the six months ended June 30, 2008 2007
Operating expenses:
Salaries and employee benefits $ 22,824 S 21,321
Office operating expenses 12,472 11,629
Contracted services 3,019 1,895
Other 2,965 2,929
Total operating expenses 41,280 37,774
Net income S 28,728 § 24403
Other comprehensive (loss) income:
Unrealized gain (losses) on securities available for sale:
Unrealized holding (losses) gains available for sale $ (529,570) S 110,841
SFAS 133 Adjustment for Interest Rate Risk 54,120 (129,608)
Transfer of OCl related to reclassification from available for sale to held to maturity 831,092 -
Net change in unrealized gain (losses) on securities available for sale 355,642 (18,767)
Unrealized losses on securities HTM:
Transfer of OCl related to reclassification from available for sale to held to maturity (831,092) -
Amortization of unrealized losses held to maturity 84,164 -
Net change in unrealized losses on securities held to maturity (746,928) -
(391,286) (18,767)
Cash flow hedges:
Net derivative (loss) gain (10,756) 8336
Reclassification adjustments to earnings 7,199 (9,257)
Net change in derivative fair value of cash flow hedges (3,557) (921)
Defined benefit pension plans:
Prior service cost arising during period (1,926) -
Net actuarial loss 69 -
Amortization of prior service cost 250 -
Amortization of net actuarial loss 160 -
(1,447) -
Other comprehensive loss (396,290) (19,688)
Comprehensive (loss) income $ (367,562) S $4,715
Changes in Retained Earnings
2008 2007
Balance at beginning of year $ 752,497 $ 657,723
Net income for six months ended June 30 28,728 24,403
Dividends on permanent capital (4,097) (6,799)
Balance at June 30 $ 777,128 S 675327
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Key Ratios

June 30, 2008 (%) 2007 (%)
Capital

Retained earnings (per internal policy) 2.63 2.20
Core capital (per internal policy) 3.35 2.87
Total capital (per internal policy) 6.74 5.95
Retained earnings (per NCUA Reg., Part 704) 2.51 2.32
Core capital (per NCUA Reg., Part 704) 3.20 3.06
Total capital (per NCUA Reg., Part 704) 6.44 6.43
Net Worth

NEV/assets (base case) 3.04 6.04
NEV/assets (300 bp shock) 1.93 5.38
Net Worth/assets (book value) -2.34 1.92
Earnings Ratios (YTD averages)

Return on assets 0.17 0.12
Net return on investments (NII) 0.35 0.26
Return on RUDE-Equity 6.48 5.12
Earnings assets/Total assets 97.40 97.40
Efficiency Ratio (YTD average) 62.61 68.20
Liquidity

Gap (with public-unit shares) 53 42
Gap (without public-unit shares) 52 41
Avg. flash liquidity (with public-unit shares) 34 35
Avag. flash liquidity (without public-unit shares) 34 35

WesCorp 2008 Financial Analysis



Balance Sheet Ratios

Based on average balances, with the fol-
lowing exceptions: core risk-adjusted capi-
tal, total risk-adjusted capital, and gap ratios
are based on month-end balances; YTD
ratios for these categories are based on
average month-end data.

Capital Ratios

Per WesCorp policy, capital ratios are meas-
ured on the basis of average monthly capi-
tal divided by average monthly assets; capi-
tal ratios per NCUA Reg. 704 are measured
on the basis of month-end capital divided
by rolling 12-month average net assets.

Core Capital

Reserves, Undivided Earnings, WesCorp
Permanent Capital (paid-in capital); exclud-
ing SFAS 115 and SFAS 133 adjustments.

Efficiency Ratio
Total expenses/Income from Investment
Operations minus PIC, plus fee income.

Flash Liquidity
The ratio of overnight financial assets to
overnight financial liabilities.

Definitions

Gap

The ratio of financial assets maturing in the
next six months to financial liabilities
maturing in the next six months.

Gap Ratio

Assets maturing in the next six months as a
percent of liabilities maturing during the
same period.

Net Worth (book value)
Reserves and Undivided Earnings; SFAS 115
and SFAS 133 adjustments are included.

NEV
Net Economic Value (the difference of the
fair value of assets and liabilities).

NEV (300 bp shock)

Net Economic Value in a +300 bp instanta-
neous parallel interest-rate shock environ-
ment. The difference of the fair values

of assets and liabilities (adjusted for the
impact on projected principal cash flows
of embedded options such as mortgage
prepayments), both measured where the
interest rate used in the fair value calcula-
tion has been increased by 300 bp from
the value used in the base case.

PUF
Public Unit Funds

Retained Earnings

Reserves and Undivided Earnings; excludes
allowance for loan and lease losses, SFAS
115 and SFAS 133 adjustments.

Total Capital

Core Capital and three-year MCAs, exclud-
ing amortized portion of three-year MCAs
that have given notice.
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WesCorp Solutions

INVESTMENTS & BALANCE SHEET MANAGEMENT

Term Certificates

WesCorp offers fixed-rate certificates with terms ranging
from overnight to 10 years, as well as extremely competitive
rates that consistently beat Agency yields by as much as 15-
20 basis points or more. Certificate yields are tiered with min-
imum investment amounts of $5,000, $100,000, $1 million
and $5 million. Dividends are paid monthly unless otherwise
stated. Rates are published for terms from seven days to five
years, but credit unions may choose their own terms up to
10 years according to their individual needs. WesCorp certifi-
cates can be structured as fixed, floating-rate, callables, step-
ups or even mortgage look-alikes, and are also fully liquid.

Liquidity Solutions

WesCorp's loan products offer credit unions access to com-
petitive rates that accurately reflect market conditions. These
credit products are designed to provide flexibility in meeting
the marketing needs of any credit union, along with oppor-
tunities to borrow against various types of collateral. Custom
loan packages are also available.

WesCorp's Loan Participation program offers credit
unions an outlet to sell quality loan assets as a way to man-
age balance sheet liquidity, capital and portfolio diversifica-
tion. Loan participations allow the selling credit union to
maintain servicing as well as the valuable member relation-
ship. Participations may include mortgage loans, auto loans,
member business loans, or other loans originated by
WesCorp members. Credit union buyers use the participa-
tion program as a source of additional loan assets that may
offer higher yields over alternative investments.

WesCorp 2008 Financial Analysis

ALM Consulting Services

WesCorp's Financial Solutions Group (FSG) offers credit
unions a comprehensive ALM and balance sheet manage-
ment consulting service. This is designed to help credit
unions realistically quantify their interest rate risk profile and
develop meaningful balance sheet strategies to address
identified areas of concern or capitalize on opportunities.
FSG provides access to a dedicated team of highly qualified
financial institution professionals combined with the
resources of WesCorp's state-of-the-art analytical systems.

Call a WesCorp account executive today:
(800) 442-4366, ext. 6307



PAYMENT SYSTEMS

Check Collection

Remote Deposit Capture As you plan to make your
credit union's transition to a Check 21 universe seamless,
WesCorp can help you address the right questions and
sort through the often confusing and challenging job of
selecting the optimal solution for your credit union. We
provide inexpensive access to Image Exchange networks
on behalf of all our members. And no matter what sys-
tem or provider you use, WesCorp can settle for you,
with your funds guaranteed to earn our highest
overnight rate.

Lockbox A remittance processing service for all types of
payments. Features include data capture, processing,
imaging and archive solutions, bank by mail deposits
and coupons.

Check Loss Prevention WesCorp recognized that check
fraud is not a competitive issue, and became the first
corporate credit union to partner with Early Warning
Services, LLC (EWS) to offer DEPOSIT CHEK®, an unprece-
dented check loss reduction tool that provides you with
advance notification of potential check returns.

Share Drafts

ImagEaze Image capture for share drafts settled at the
teller window. The images are then easily accessed
through WAVE—the Internet gateway to check images
and WesCorp account activity.

Snapshot Home banking interface that allows members
a snapshot of their cleared share drafts through the
member credit union’s home banking system.

WesCorp Solutions

Funds Transfer Services

ACH Services The online origination and receipt system
for all ACH transactions. Reliable, cost-effective and user-
friendly, ACH Services uses the speed and convenience
of the Internet to achieve a more efficient means of ACH
processing.

Wires Domestic and international (USS$ and FX)

Cash Services A flexible, cost-effective way to receive
and deposit coin and currency by leveraging WesCorp's
economies of scale.

Securities Safekeeping A reliable way to ensure transac-
tions are safely settled with timely information and doc-
umentation.

Settlement & Overnight Accounts A no cost, automat-
ed solution to collect and disperse funds between credit
unions and service providers while earning WesCorp's
highest daily rate in the overnight account.

Accounts Payable & Procurement

Purchase ONE A Visa purchasing card from Procura LLC
offered exclusively for credit unions to implement an
efficient payment and purchasing solution without cost-
ly investment. By using the latest web-based technolo-
gy, Purchase One streamlines the bureaucracy in
accounts payable, improves reporting and offers a
rebate on total card spend. At the same time, credit
union managers can increase their control over the pur-
chasing process, including the setting of individual
spending levels and budgets.

Member Center

The time-saving, member-exclusive online portal with
personalized access to member account information,
WesCorp products, transactional services, alerts, related
news and archived WesCorp publications and webcasts.

Call a WesCorp account executive today:
(800) 442-4366, ext. 6453
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Board of Directors

Chairman

Robert H. Harvey, Jr.

President/CEQ, Seattle Metropolitan Credit Union
Seattle, Washington

Vice Chairman

James P. Jordan

President/CEOQ, Schools Financial Credit Union
Sacramento, California

Secretary/Treasurer

Timothy Kramer

President/CEQ, KeyPoint Credit Union
Santa Clara, California

Adam Denbo
President/CEQ, California Agribusiness Credit Union
Buena Park, California

Diana R. Dykstra
CEO, San Francisco Fire Credit Union
San Francisco, California

Wayne Hol|:pe
President/CEQ, K-25 Federal Credit Union
Oak Ridge, Tennessee

Robin J. Lentz
President/CEQ, Cabrillo Credit Union
San Diego, California

Susanne Longson
President/CEO, SONEPCO Federal Credit Union
Las Vegas, Nevada

John M. Merlo
President/CEQ, Premier America Credit Union
Chatsworth, California

Warren Nakamura
President/CEQ, Honolulu Federal Credit Union
Honolulu, Hawaii

Brian Osber
President/CEQ, Potelco United Credit Union
Pocatello, Idaho

Supervisory Committee

Chairman

David Roughton

CFO, SAFE Credit Union
North Highlands, California

Secretar

Darren Williams

President/CEO, Wescom Credit Union
Pasadena, California
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CFO, The Golden1 Credit Union
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Management Team

Bob Siravo President/Chief Executive Officer
bsiravo@wescorp.org

Bob Burrell Executive Vice President/Chief Investment Officer
bburrell@wescorp.org

Jim Hayes Executive Vice President/Chief Financial Officer
jhayes@wescorp.org

Tony Kitt Executive Vice President, Member Services
akitt@wescorp.org

Chris Barber Senior Vice President, Chief Information Officer
cbarber@wescorp.org
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ryamasaki@wescorp.org

Gene Berger Vice President, Information Technology
gberger@wescorp.org

James Burbott Il Vice President, General Counsel
Jjburbott@wescorp.org

Jeremy Calva Vice President, Investment Operations
Jjcalva@wescorp.org

Laura Cloherty Vice President, Controller
Icloherty@wescorp.org

Brad Cunningham Vice President, Financial Consulting Services
bcunningham@wescorp.org

Sileshi Dereje Vice President, Product Development & Management
sdereje@wescorp.org

Michelle Esser Vice President, Human Resources
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Jeff Hamilton Vice President, Portfolio Management
Jjhamilton@wescorp.org

Delton Ho Vice President, Pacific Operations
dho@wescorp.org

Dietmar Huesch Vice President, Treasury & Funding
dhuesch@wescorp.org

Dwight Johnston Vice President, Economic & Market Research
djohnston@wescorp.org

Francis Kuhn Vice President, Facilities & Administration
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dtoda@wescorp.org
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dtrinder@wescorp.org

Fred Valentine Vice President, Operational Integrity
fvalentine@wescorp.org

Teresa Ward Vice President, Operations—Payment Systems
tward@wescorp.org
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