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60 Years Of Strength

A Message From Our President

e are celebrating our 60th anniversary this year, no
small accomplishment. Our longevity is a testament to
our strength. We have succeeded beyond the wildest
dreams of our ten founders, who in 1949, contributed $1,000 each
to get us off the ground. They laid the foundation we’ve built upon and
our success has been the product of hard work, practical solutions,
and an unyielding commitment to the members and communities we
serve. What began 60 years ago as a simple neighborhood cooperative
is today a multilayered financial institution, a reliable resource that

touches the lives of hundreds of thousands of people.

Our 60th anniversary is a wonderful milestone worth acknowledging,
but we are also cognizant of the fact that our celebration takes place
in the shadow of a global economic crisis. The current recession
began in 2007, deepened in 2008 and now, in 20089, we face the
kind of economic challenges our country hasn't seen in 80 years. The
good news is that we ended 2008 well-capitalized. We maintained
our deposit levels. We've taken the necessary practical measures to
see us through this year and beyond. We are resilient. More than

confident, | am certain we are up to any challenge.

When you examine the financial data we provide here, you'll see that
we ended 2008 with a net loss of $28.6 million. That is a line item,
a statistic that alone cannot convey the whole story. In 2008 we
experienced more than $32 million in net charge-offs, a direct result
of a struggling economy and more specifically its impact on our
membership. While we remain optimistic that we will begin to see a
turn around in the economy the latter half of 2009, we are realistic
in our expectation that our members will continue to deal with residual
hardship for some time to come. As a result, we responsibly increased
loan loss provisions, our version of a rainy day fund, by nearly $22
million. That combined total was the main reason for our net loss.
The Inland Empire has been one of the hardest hit regions in the nation,
suffering higher foreclosure and unemployment rates than most
other parts of the country. These prudent and proactive decisions
will enable us to stay ahead of the wave. Further evidence of sound
practices can be found in the fact that our liquidity position actually
improved in 2008, with our need to borrow reduced by $66 million.

The economic pendulum will eventually swing in the other direction
and we want to be in an advantageous position when it does. To that
end, we will continue to follow a fiscally sound path. We have
reduced planned 2009 operating expenses by 10%. We will not be
opening any new branches this year and in fact we have closed our
four lowest performing branches. We've put a temporary, across the
board hold on pay increases, including management incentives and
premium pay. | am among those who've accepted a pay cut. We have

made cuts in marketing, public relations and capital expenditures are

being delayed or eliminated.
Through this all we have
done our best to cut with a

scalpel rather than an ax.

The closure of underper-
forming branches s
designed to strengthen
our branch infrastructure.
We believe that we'll be
able to move forward in

2010 with proposed branch
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in strategic areas, they will help expand our footprint in support of
our members and local businesses. In the interim, we will focus on
products and services which best fit the economic climate and the
need for more convenient tools. We'll help protect our members by
introducing “fully protected loans”; loans packaged with Payment
Protection or debt cancellation, MBP (Mechanical Breakdown
Protection) and GAP (Guaranteed Asset Protection). Additionally,
mobile banking and a new website will offer members the convenience

and functionality their busy lives demand.

Small businesses are always at the forefront of an economic recovery
so continuing our commitment to small business growth in the region
couldn’t make more sense. When small businesses start hiring again

we will be there with the liquidity to help them not only rebuild but grow.

Our connection to the communities we serve has never been more
important. From college scholarships to relief for fire victims we
have a 60 year tradition of community service. We will continue to

be involved, volunteering time and talent.

There is little doubt 2008 marked a sea of change in economic
conditions. The core beliefs and pragmatic approach our credit union
was built on gave us the strength to weather the storm. Other
venerable institutions have fallen but we are still standing. Our
tagline at Arrowhead Credit Union is “Everything You Need Us To
Be". Right now, you need us to be confident. We are. You need us to
be transparent. We are. You need us to listen. We will. You need us to
be innovative and proactive. We're both. You need us to be stable,
safe and secure. It is my pleasure to inform you in this, our 60th

anniversary annual report, that Arrowhead Credit Union is all three.
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Larry R. Sharp,
President/CEO



60 Years Of History, Tradition And Success

Tuesday, April 19, 1949 of $10,000 per year
- 10 investors put money in a shoe box and open
the credit union that will become Arrowhead
Harry Truman is President
Heavywelght Champion Joe Louis retires 196 ® 1970
NBA LY ¢ 1960 I - Voting age lowered from 21 to 18
Minimum wage rose from 40 cents to 75 cents - Credit Union has 1,895 members - First flight of the Boeing 747
an hour f\nd assets of &ilﬁ6f7,041 - PBS becomes a network
Average Price of a New Home $7,450 GRS Tondn average - The first Monday Night Football game
Average Annual Income $2,950 of $12,700, and a new car, $2,600 i
. i X The Beatles break up
Average Price of a New Car $1,420 - Average rent in the U.S. is $98
Gallon of Gas 17 cents per month

® 1968

- Unemployment is at a record low, 3.3%
- 60 Minutes premiers

- Baseball announces a minimum salary

1950
- Credit Union has 147 members
and $6,500 in assets
- Jackie Robinson signs higgest
Dodger contract, $35,000 per year
- Bob Hope appears on TV for the first time
- The comic strip Peanuts appears
featuring Charlie Brown

1964 1975
- Sierra Way Branch opens - The Vietnam War o
- The prototype spac

Enterprise is creats
S-. - Wheel of Fortune d
® 1965 ' - Chrysler offers the
- The name Microsof

the first time in a|

Bill Gates and parf

- Russian Alexei Leonov is the first man
to walk in space

- The NY Times publishes the largest paper,
a 946 page Sunday edition

l 1952 ‘

- The Beatles change the name of their new

- Credit Union hires first full-time
employee at $1 per hour

- A new home costs $9,050

- Average annual income is at $3,850

1954

- Sports lllustrated first published

- The Tonight Show premiers with Steve Allen
Hank Aaron hits his first home run

Bill Haley records “Rock Around the Clock”

- RCA makes the first color television; 12" screen, $1,000

film, “8 Arms to Hold You,” to “HELP!”
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Sixty years is a long time. We reach all the way back to that era just
post World War Two, through the 50s when big bands faded and
rock-and-roll was born. We were there for the excitement and
innocence of the early 60s and through the tumultuous close of that
decade. We have seen 12 presidents in the oval office, and the first

man on the moon. We've seen computers that once filled two floors

of an office building shrink to fit in the palm of a hand. We've seen the
combined population of San Bernardino and Riverside counties
increase from about 450,000 to more than four million. Along the
way, we've seen our credit union grow and adapt to the times.
Anniversaries are a good excuse for nostalgia; it's fun to look back

and remember who we were and how far we've come.



1979

- Del Rosa branch opens
- A new home costs $58,100,
and average monthly rent

is $280

- The average annual income

is $17,500
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1987

- The Dow reaches a
record 2,722

- The Dow plunges on
October’s black
Monday, down 508

® 1992
- Bill Clinton defeats

George Bush
- Johnny Carson retires

® 1997

- San Bernardino County
Central Credit Union becomes
Arrowhead Credit Union

- Average new home price is
$124,100 and average annual
income is $37,000

- A gallon of gas is $1.22

® 2001

- Membership reaches 110,000

- Average new home price tops
$135,000 and average price
of a new car is nearly $26,000
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1985
- Arrowhead Investment

Center, LLC, and CU
Insurance added
- A new home costs $89,300
- Average income is $22,100
per year

-
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- Credit Union becomes San Bernardino
County Central Credit Union

@ 1982
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2002
- Sawyer Cook becomes
the new insurance provider
and Integrity Planners
offers tax planning and

preparation

® 1999

- Members Business
Services launched

- Arrowhead celebrates
50th Anniversary

2003 A

2006 ©
- Arrowhead hits One

Billion Dollars in Assets

2008 @
- Arrowhead adopts the

new theme “Everything
You Need Us To Be”

.:.ARROWHEAD

CREDIT UNION

Everything You Need Us To Be



Arrowhead In The Community

rrowhead Credit Union has always been committed to the

communities we serve. More than tradition, it is at the

very core of our value system. It is part of our pledge to
encourage success, to promote progress, and to offer a hand where
we see help is needed.

We believe that when a community thrives, everyone benefits. That's
why we are not simply in a community but part of it. We become
involved, seeking out causes, charities and organizations to support.
Solutions aren’t easy to find but you will always find us helping to
solve problems.

2008 was no exception. While helping hundreds of organizations in
our service area of San Bernardino and Riverside Counties with
donations both large and small, Arrowhead Credit Union has
demonstrated our commitment not only with financial support but

also with the time and talents of our staff and volunteers.

We have designed our community outreach efforts to impact five
majors areas; education, family, arts, civic activities and health services.
Here are just a few highlights of our impact in the communities
we serve:

LOMA LINDA UNIVERSITY
CHILDREN’S HOSPITAL

°
N

Loma Linda University Children’s Hospital

1S 8,026.00

Eight Thousand Twenty Six and '

A Little Change Can
Change A Lot
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Arrowhead Foundation

Founded by Arrowhead Credit Union in 1999, The Arrowhead
Foundation is a non-profit organization that provides educational
scholarships to graduating high school seniors. In 2008, we awarded
$68,500 to 73 students throughout the Inland Empire. These
students completed an application which included an autobiography,
letters of recommendation, and an essay on a selected topic.
The applications were scored by a panel of Arrowhead employees
and representatives from the community. Since its inception,
the Arrowhead Foundation has distributed over $450,000 in
scholarship awards and helped hundreds of students fulfill their

dream of a college education.

Loma Linda University Children’s Hospital
Having a world-class children’s hospital in our backyard is
a privilege for families in the Inland Empire. For many
years, Arrowhead CU has been a partner and financial
supporter of the great works that go on daily to help
children who are in need of health care. In
December 2008, we created an opportunity
for our members to help raise money for the
Neo-Natal Intensive Care Unit, called “A Little
Change Can Change a Lot”. Donation cans
were placed at all branch locations for
spare change and members could also
donate online through e-Branch. Our members
rose to the challenge and we were able
to raise over $8,000 for cardiac monitors
and incubators.



Juvenile Diabetes Research Foundation

Each year, Arrowhead Credit Union partners with the Juvenile
Diabetes Research Foundation (JDRF) to assist with their fundraising
efforts. Our members once again responded to the need to find
a cure by donating more than $10,381 in “sneaker” sales at
our branches.

Share & Care

Employees at Arrowhead Credit Union are encouraged to share their
time by caring about organizations in our service areas. In 2006, we
started a program to track the hours that are volunteered each year
by Arrowhead staff. We call the program Share & Care and we have
seen an increase from the first year of volunteering with 645 total
hours by 16 employees to 2680 hours donated by 33 employees in
2008. Many organizations benefit from these donated hours
whether it's as a scout leader, a board member, hands-on labor or
other leadership role. Arrowhead Credit Union is in the community
to benefit our entire membership by creating and assisting with

organizations that make a difference.

Arrowhead United Way

As a credit union, we know what it means to be a cooperative
organization. Our annual partnership with the Arrowhead United
Way is another way we show our cooperative community spirit.
Arrowhead United Way is a volunteer driven organization that has
been supporting health and human care services for over 113 years
to the Inland Empire. They work collaboratively with partner
agencies, community organizations, the private and public sectors,
corporations, philanthropic and faith-base organizations. In 2008
Arrowhead Credit Union employees pledged over $48,758 to assist
with the many organizations supported by the Arrowhead United
Way. These groups are providing much needed assistance in the
community. With our pooled resources we are helping to make a
bigger impact by helping children and youth succeed, strengthening
and supporting families, promoting self-sufficiency, building vital and
safe neighborhoods and supporting vulnerable and aging populations.

Organizations and groups we have supported include:

e Alliance for Education

e American Red Cross

e Arrowhead United Way

e Big Bear Discovery Center

e Corona Regional Medical Foundation

e Family Service Agency of San Bernardino
e Habitat for Humanity

e Humane Society of San Bernardino Valley
e Loma Linda University Children’s Hospital Foundation
* Mountain Communities Boys and Girls Club
e Ramona Bowl Association

e Redlands Boul

e Redlands Symphony

e Redlands Community Hospital Foundation
e Riverside County Regional Medical Center
e San Bernardino Arts Council

e San Bernardino Police K-S Fund

e San Bernardino Symphony

e Science and Technology Education Partnership
e The Alannah Foster Family Agency

e The H Street Clinic

e The Highland Senior Center

¢ Valley Economic Development Corporation
e Volunteer Income Tax Assistance

e Yucaipa Animal Placement Society



Everything You Need Us To Be

ow is the time for a back-to-basics approach and the
Arrowhead Credit Union Family of Companies is that
single, stable, convenient, source for the financial needs of

individuals, families and businesses.

From the tools necessary for day-to-day management, to planning
for the future, to meeting long term goals, we are, quite literally,
everything you need us to be.

Credit Union Services
e FREE ATMs (28,000 nationwide)
e FREE Bill Pay

e Checking Accounts

e Direct Deposit

e Online Banking

e Savings Accounts

e (Certificates

e Money Market Accounts

e Youth Accounts

e Auto & RV Loans
e Real Estate Loans

e Equity Loans
e Boat &
Watercraft Loans
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Relationship Banking Services - 909-379-6510

As a Relationship Banking client you gain access to an advisor whose

only agenda is your success. Your advisor will act as personal guide;
helping you determine which financial tools best match your needs
while bringing clarity to the most complex financial matters. Your
advisor will be aided by a team of experts in a variety of
disciplines. All will be at your disposal, to better define the
opportunities and challenges you face. Together, you'll develop
strategies which address today's immediate concerns and establish a
true path to fulfilling long term goals. Relationship Banking Services
are open to individual members and businesses who qualify.**

e Customized Credit Services (business loans, buy /sell agreements,
jumbo mortgages, construction loans, refinancing & equity)

e Checking / Money Market / Term Accounts

e Company Short Term Cash Management Solutions

e |nvestment Management & Brokerage Services

e Financial Planning Services

e Retirement Planning

e Executive Services

¢ Non Qualified Deferred Comp

e Stock Options Exercises and Restricted Stock

(Rule 144)*

*Securities are offered through Arrowhead Investment Center, LLC, Member
FINRA/SIPC, and are not insured by NCUA or any other credit union insurance, are
not deposits or obligations of the credit union, are not guaranteed by the credit union,
and are subject to risks, including the possible loss of principal.
**Relationship Banking is available to individuals and businesses who qualify. A minimum
deposit of $250,000 is required to participate in the program.















Board of Directors Senior Staff Members
o

Marie A. Alonzo Martha R. Williams Douglas W. Hallen Larry R. Sharp Vaughn E. Book

Chairman Vice Chairman/Director Treasurer/Director President/CEO Senior Vice President,

Operations & Technology

Errol J. Mackzum HenryC.DelLa O James A. Ferguson Diane P. Eazell Daniel A. Marciante
Secretary/Director Director Director Senior Vice President, Senior Vice President,
Corporate Administration Chief Financial Officer

\2
Kathleen A. Finazzo Robert C. McNitt Grace L. Tobin Robert R. Reed Gene J. Shabinaw
Director Director Director Senior Vice President, Senior Vice President,
Sales & Service Lending
Supervisory Committee
Janet M. Contreras Marin B. Roberts Fred E. Shorett

Chairman Member Member



CONTACT THE ARROWHEAD COMPANIES:

Arrowhead Credit Union
909-383-7300 or toll free 800-7U43-7228
wwuw.arrowheadcu.org

Arrowhead Investment Center, LLC*
909-379-6550 or toll free 800-735-9833
wwuw.arrowheadinvestments.com

Sawyer Cook Insurance
909-379-6700 or toll free 800-655-2814
License# 0207713
www.sawyercook.com

ACU Financial Services
309-379-6607

wwuw.acufs.com

This credit union is federally insured by the NCUA. Share Insurance
now increased to at least $250,000. Equal Housing Lender.

*Securities are offered through Arrowhead Investment Center, LLC,
a registered broker dealer (member FINRA/SIPC), and are not insured
by NCUA or any other credit union insurance, are not deposits or
obligations of the credit union, are not guaranteed by the credit union
and are subject to risks, including the possible loss of principal.
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YOUR FINANCIAL COOPERATIVE





