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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2009.

or

¨ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Commission File Number: 001-31486

WEBSTER FINANCIAL CORPORATION
(Exact name of registrant as specified in its charter)

Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Contents 1



Delaware 06-1187536
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

Webster Plaza, Waterbury, Connecticut 06702
(Address of principal executive offices) (Zip Code)

(203) 465-4364

(Registrant�s telephone number, including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    x  Yes    ¨  No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (Section 232.405 of this chapter) during the preceding 12
months (or for such shorter period that the registrant was required to submit and post such files).    ¨  Yes    ¨  No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

The number of shares of common stock, par value $.01 per share, outstanding as of July 29, 2009 was 68,124,642.
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PART I. � FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS (Unaudited)
WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(Dollars in thousands, except share and per share amounts)
June 30,

2009
December 31,

2008
(unaudited)

Assets:
Cash and due from depository institutions $ 254,638 $ 259,208
Short-term investments 8,216 22,154
Investment securities:
Trading, at fair value �  77
Available for sale, at fair value 1,405,872 1,188,705
Held-to-maturity, at amortized cost (fair value of $2,800,705 and $2,559,745, respectively) 2,767,965 2,522,511

Total investment securities 4,173,837 3,711,293
Loans held for sale 113,936 24,524
Loans, net 11,304,703 11,952,262
Federal Home Loan Bank and Federal Reserve Bank stock 137,874 134,874
Goodwill 529,887 529,887
Cash surrender value of life insurance 285,064 279,807
Premises and equipment, net 179,625 185,928
Other intangible assets, net 31,126 34,039
Deferred tax asset, net 153,745 189,337
Accrued interest receivable and other assets 279,925 260,224

Total assets $ 17,452,576 $ 17,583,537

Liabilities:
Deposits $ 13,174,582 $ 11,884,890
Federal Home Loan Bank advances 663,123 1,335,996
Securities sold under agreements to repurchase and other short-term debt 1,015,099 1,570,971
Long-term debt 590,520 687,797
Accrued expenses and other liabilities 158,102 220,145

Total liabilities 15,601,426 15,699,799

Equity:
Shareholders� equity:
Preferred stock, $0.01 par value; Authorized - 3,000,000 shares;
Series A issued and outstanding - 56,400 and 224,900 shares 56,400 224,900
Series B issued and outstanding - 400,000 shares (net of discount; $7,702 and $8,574) 392,298 391,426
Common stock, $0.01 par value; authorized - 200,000,000 shares;
Issued - 67,899,440 and 56,607,177 shares 679 566
Paid in capital:
Warrant for common stock 8,719 8,719
Additional paid in capital 815,893 722,962
Retained earnings 786,949 781,106
Accumulated other comprehensive loss, net of taxes (66,872) (105,910) 
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Less: Treasury stock, at cost; 3,801,628 and 3,723,527 shares (152,548) (149,650) 

Total Webster Financial Corporation shareholders� equity 1,841,518 1,874,119
Noncontrolling interests 9,632 9,619

Total equity 1,851,150 1,883,738

Total liabilities and equity $ 17,452,576 $ 17,583,537

See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Three months ended June 30, Six months ended June 30,
(In thousands, except per share amounts) 2009 2008 2009 2008
Interest Income:
Loans including fees $ 137,533 $ 175,786 $ 278,300 $ 367,058
Investments securities 48,799 38,115 99,626 77,447
Loans held for sale 833 92 997 1,492

Total interest income 187,165 213,993 378,923 445,997

Interest Expense:
Deposits 49,982 60,055 102,890 135,297
Borrowings 17,895 28,252 38,548 60,158

Total interest expense 67,877 88,307 141,438 195,455

Net interest income 119,288 125,686 237,485 250,542
Provision for credit losses 85,000 25,000 151,000 40,800

Net interest income after provision for credit losses 34,288 100,686 86,485 209,742

Non-interest Income:
Deposit service fees 29,984 29,943 57,943 58,376
Loan related fees 6,350 7,891 12,832 14,749
Wealth and investment services 6,081 7,634 11,831 14,590
Mortgage banking activities 3,433 104 4,039 844
Increase in cash surrender value of life insurance 2,665 2,623 5,257 5,204
Impairment losses on investment securities (27,110) (54,924) (27,110) (56,177) 
Net (loss) gain on the sale of investment securities (13,593) 126 (9,135) 249
Gain on the exchange of trust preferred securities for common stock 24,336 �  24,336 �  
Gain on early extinguishment of subordinated notes �  �  5,993 �  
Gain on Visa share redemption 1,907 �  1,907 1,625
Other income 1,325 854 1,600 2,638

Total non-interest income 35,378 (5,749) 89,493 42,098

Non-interest Expenses:
Compensation and benefits 59,189 62,866 115,658 126,309
Occupancy 13,594 13,128 27,889 26,810
Furniture and equipment 15,288 15,634 30,428 30,794
Intangible assets amortization 1,450 1,464 2,913 3,012
Marketing 3,196 4,940 6,302 8,583
Outside services 3,394 3,706 7,178 7,859
FDIC deposit insurance assessment 5,959 344 10,549 698
FDIC special deposit insurance assessment 8,000 �  8,000 �  
Goodwill impairment �  8,500 �  8,500
Severance and other costs 1,313 9,368 1,553 8,718
Foreclosed and repossessed asset write-downs 2,829 484 6,279 717
Foreclosed and repossessed asset expenses 1,799 1,068 2,978 1,348
Other expenses 14,066 16,005 28,366 30,063
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Total non-interest expenses 130,077 137,507 248,093 253,411

Loss from continuing operations before income tax (benefit) expense (60,411) (42,570) (72,115) (1,571) 
Income tax (benefit) expense (28,536) (14,285) (29,129) 18

Loss from continuing operations (31,875) (28,285) (42,986) (1,589) 
Income (loss) from discontinued operations, net of tax 313 (439) 313 (2,563) 

Consolidated net loss (31,562) (28,724) (42,673) (4,152) 
Less: Net income (loss) attributable to noncontrolling interests �  1 13 (8) 

Net loss attributable to Webster Financial Corporation (31,562) (28,725) (42,686) (4,144) 
Preferred stock dividends and accretion of preferred stock discount and gain on
extinguishment 48,361 (215) 37,932 (431) 

Net income (loss) applicable to common shareholders $ 16,799 $ (28,940) $ (4,754) $ (4,575) 

See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS, continued

Three months ended June 30, Six months ended June 30,
(In thousands, except per share amounts) 2009 2008 2009 2008
Basic:
Income (loss) from continuing operations, per common share $ 0.30 $ (0.55) $ (0.10) $ (0.04) 
Income (loss) from discontinued operations, net of tax per common share 0.01 (0.01) 0.01 (0.05) 

Net income (loss) attributable to Webster Financial Corporation, per common
share $ 0.31 $ (0.56) $ (0.09) $ (0.09) 
Diluted:
Income (loss) from continuing operations, per common share $ 0.30 $ (0.55) $ (0.10) $ (0.04) 
Income (loss) from discontinued operations, net of tax per common share 0.01 (0.01) 0.01 (0.05) 

Net income (loss) attributable to Webster Financial Corporation, per common
share $ 0.31 $ (0.56) $ (0.09) $ (0.09) 

Dividends per common share $ 0.01 $ 0.30 $ 0.02 $ 0.60
See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Six months ended June 30, 2009

(In thousands, except share and per
share data)

Preferred
Stock

Common
Stock

Paid-in
Capital

Retained
Earnings

Treasury
Stock

Accumulated

Other

Comprehensive
Loss

Non controlling
interests Total

Balance, December 31, 2008 $ 616,326 $ 566 $ 731,681 $ 781,106 $ (149,650) $ (105,910) $ 9,619 $ 1,883,738
Cumulative effect of change in
accounting principle �  �  �  11,431 �  (11,431) �  �  
Comprehensive income (loss):
Net loss �  �  �  (42,686) �  �  13 (42,673) 
Other comprehensive loss, net of
taxes �  �  �  �  �  50,469 �  50,469

Comprehensive loss 7,796
Dividends paid on common stock of
$.01 per share �  �  �  (1,055) �  �  �  (1,055) 
Dividends paid on Series A preferred
stock $21.25 per share �  �  �  (9,558) �  �  �  (9,558) 
Dividends incurred on Series B
preferred stock $12.50 per share �  �  �  (10,000) �  �  �  (10,000) 
Subsidiary preferred stock dividends �  �  �  (431) �  �  �  (431) 
Repurchase of 6,123 common shares �  �  �  �  (51) �  �  (51) 
Accretion of preferred stock discount 872 �  �  (872) �  �  �  �  
Stock-based compensation expense �  �  1,246 �  �  �  1,246
Restricted stock grants and expense �  �  5,860 222 (2,847) �  �  3,235
Conversion of Series A preferred
stock (168,500) 60 49,069 58,792 �  �  �  (60,579) 
Extinguishment of Trust Preferred
Securities �  53 36,780 �  �  �  �  36,833
Additional issuance costs associated
with the issuance of the Series B
preferred stock and warrant �  �  (24) �  �  �  �  (24) 

Balance, June 30, 2009 $ 448,698 $ 679 $ 824,612 $ 786,949 $ (152,548) $ (66,872) $ 9,632 $ 1,851,150
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Six months ended June 30, 2008

(In thousands, except share and
per share data)

Preferred
Stock

Common
Stock

Paid-in
Capital

Retained
Earnings

Treasury
Stock

Accumulated

Other

Comprehensive
Loss

Non controlling
interests Total

Balance, December 31, 2007 $ �  $ 566 $ 734,604 $ 1,183,621 $ (166,263) $ (15,896) $ 9,615 $ 1,746,247
Comprehensive income:
Net income (loss) �  �  �  (4,144) �  �  (8) (4,152) 
Other comprehensive loss, net
of taxes �  �  �  �  �  (30,244) �  (30,244) 

Comprehensive income (34,396) 
Dividends paid on common
stock of $.60 per share �  �  �  (31,495) �  �  �  (31,495) 
Dividends paid on consolidated
affiliate preferred stock �  �  �  (431) �  �  �  (431) 
Exercise of stock options,
including excess tax benefits �  �  (73) �  513 �  �  440
Repurchase of 11,447 common
shares �  �  �  �  (349) �  �  (349) 
Stock-based compensation
expense �  �  1,327 �  �  �  �  1,327
Restricted stock grants and
expense �  �  532 �  2,660 �  �  3,192
Issuance of Series A preferred
stock 225,000 �  (7,300) �  �  �  �  217,700
EITF 06-4 Adoption �  �  �  (923) �  �  �  (923) 

Balance, June 30, 2008 $ 225,000 $ 566 $ 729,090 $ 1,146,628 $ (163,439) $ (46,140) $ 9,607 $ 1,901,312

See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Six months ended June 30,
(In thousands) 2009 2008
Operating Activities:
Net loss $ (42,673) $ (4,152) 
Income (loss) from discontinued operations, net of tax 313 (2,563) 

Loss from continuing operations (42,986) (1,589) 
Adjustments to reconcile loss from continuing operations to net cash (used for) provided by
operating activities:
Provision for credit losses 151,000 40,800
Depreciation and amortization 29,742 29,039
Gain on early extinguishment of subordinated notes (4,504) �  
Gain on exchange of trust preferred securities for common stock (24,336) �  
Stock-based compensation 4,481 4,519
Foreclosed and repossessed asset write-downs 6,279 925
Write-down of fixed assets 1,150 �  
Goodwill impairment �  8,500
Impairment losses on investment securities 27,110 56,177
Net loss (gain) on the sale of investment securities 9,135 (316) 
Decrease in trading securities 76 60
Increase in cash surrender value of life insurance (5,257) (5,204) 
Net (increase) decrease in loans held for sale (89,412) 217,596
Net increase in prepaid expenses and other assets (45,074) (9,691) 
Net decrease in accrued expenses and other liabilities (41,434) (18,500) 

Net cash (used for) provided by operating activities (24,030) 322,316

Investing Activities:
Net decrease in short-term investments 13,938 2,116
Purchases of securities, available for sale (688,091) (339,438) 
Proceeds from maturities and principal payments of securities, available for sale 99,085 21,083
Proceeds from sales of securities, available for sale 410,336 6,277
Purchases of held-to-maturity securities (286,084) (75,163) 
Proceeds from maturities and principal payments of held-to-maturity securities 242,530 116,252
Purchases of FHLB and FRB stock (3,000) (21,248) 
Net decrease (increase) in loans 264,214 (341,820) 
Proceeds from sale of foreclosed properties 11,789 5,855
Net purchases of premises and equipment, net of sales proceeds (13,283) (15,730) 

Net cash provided by (used for) investing activities 51,434 (641,816) 

Financing Activities:
Net increase (decrease) in deposits 1,289,693 (277,591) 
Proceeds from FHLB advances 9,420,286 28,275,925
Repayments of FHLB advances (10,091,665) (27,906,974) 
Net (decrease) increase in securities sold under agreements to repurchase and other short-term
borrowings (554,912) 37,322
Repayment of long-term debt (15,928) �  
Issuance costs for Series B Preferred Stock (24) �  
Issuance of Series A Preferred Stock, net �  217,700
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Conversion of Series A Preferred Stock (58,975) �  
Cash dividends to common shareholders (1,055) (31,495) 
Cash dividends to preferred shareholders of consolidated affiliate (431) (431) 
Cash dividends paid to preferred shareholders (19,225) �  
Exercise of stock options �  440
Common stock repurchased (51) (349) 

Net cash (used for) provided by financing activities (32,287) 314,547

See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS, continued

Six months ended June 30,
(In thousands) 2009 2008

Cash Flows from Discontinued Operations:
Operating activities $ 313 $ (2,141) 
Proceeds from sale of discontinued operations �  23,920

Net cash provided by discontinued operations 313 21,779

Net change in cash and cash equivalents (4,570) 16,826
Cash and cash equivalents at beginning of period 259,208 306,654

Cash and cash equivalents at end of period $ 254,638 $ 323,480

Supplemental disclosure of cash flow information:
Interest paid $ 147,672 $ 199,203
Income taxes paid 1,847 24,190

Noncash investing and financing activities:
Mortgage loans securitized and transferred to mortgage-backed securities - GSE held-to-maturity $ 203,030 $ �  
Transfer of loans and leases, net to foreclosed properties 21,253 15,478
Issuance of loan to finance sale of subsidiary �  18,000
Gain on early extinguishment of fair value hedge of subordinated debt 1,489 �  
Transfer of property from premises and equipment to assets held-for-disposition 1,632 900

Extinguishment of junior subordinated notes through issuance of common stock
Carrying value of junior subordinated notes extinguished (63,773) �  
Fair value of common stock issued 39,307 �  
Recognition of deferred gain on cash flow hedge (674) �  

Conversion of Series A Preferred Stock:
Carrying value of Series A Preferred Stock converted, net of cash paid upon conversion (103,979) �  
Fair value of common stock issued 45,187 �  

Sale transactions:
Fair value of noncash assets sold $ �  $ 40,833
Fair value of liabilities extinguished �  7,117
See accompanying Notes to Condensed Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(Unaudited)

NOTE 1: Summary of Significant Accounting Policies

Nature of Operations. Webster Financial Corporation (�Webster� or the �Company�) is a financial holding company and a bank holding company
headquartered in Waterbury, Connecticut that delivers, through its subsidiaries, financial services to individuals, families and businesses
throughout southern New England and into eastern New York State. Webster also offers equipment financing, asset-based lending, health
savings accounts and insurance premium financing on a national basis and commercial real estate lending on a regional basis.

Basis of Presentation. The condensed consolidated financial statements in this Quarterly Report on Form 10-Q include the accounts of Webster
and all other entities in which Webster has a controlling financial interest (collectively referred to as �Webster� or the �Company�). All significant
intercompany balances and transactions have been eliminated in consolidation. The accounting and financial reporting policies Webster follows
conform, in all material respects, to accounting principles generally accepted in the United States and to general practices within the financial
services industry.

The condensed consolidated financial statements in this Quarterly Report on Form 10-Q have not been audited by an independent registered
public accounting firm, but in the opinion of management, reflect all adjustments necessary for a fair presentation of the Company�s financial
position and results of operations. All such adjustments were of a normal and recurring nature. The condensed consolidated financial statements
have been prepared in accordance with accounting principles generally accepted in the United States for interim financial information and with
the instructions to Form 10-Q adopted by the Securities and Exchange Commission (�SEC�). Accordingly, the condensed consolidated financial
statements do not include all of the information and footnotes required by accounting principles generally accepted in the United States for
complete financial statements and should be read in conjunction with the Company�s consolidated financial statements, and notes thereto, for the
year ended December 31, 2008, included in Webster�s Annual Report on Form 10-K filed with the SEC on March 2, 2009 (the �2008 Form 10-K�).
Operating results for the interim periods disclosed herein are not necessarily indicative of the results that may be expected for a full year or any
future period. Webster has evaluated subsequent events for potential recognition and/or disclosure through August 5, 2009, the date the
condensed consolidated financial statements included in this Quarterly Report on Form 10-Q were filed with the SEC.

Use of Estimates. The preparation of the condensed consolidated financial statements in conformity with accounting principles generally
accepted in the United States 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 condensed consolidated financial statements. Actual results could differ from
those estimates. The allowance for credit losses, the fair values of financial instruments, the deferred tax asset valuation allowance and the status
of goodwill evaluation are particularly subject to change.

Comprehensive Income. Comprehensive income includes all changes in equity during a period, except those resulting from transactions with
shareholders. Besides net income, other components of Webster�s comprehensive income include the after tax effect of changes in the net
unrealized gain/loss on securities available for sale, changes in the net actuarial gain/loss on defined benefit post-retirement benefit plans and
changes in the accumulated gain/loss on effective cash flow hedging instruments. Comprehensive income for the six months ended June 30,
2009 and 2008 is reported in the accompanying condensed consolidated statements of changes in equity.

Earnings Per Share. Effective January 1, 2009, Webster adopted Financial Accounting Standards Board (�FASB�) Staff Position (�FSP�) No.
Emerging Issues Task Force Issued No. (�ETIF�) 03-6-1, �Determining Whether Instruments Granted in Share-Based Payment Transactions Are
Participating Securities� (�FSP EITF 03-6-1�). FSP EITF 03-6-1 provides that unvested share-based payment awards that contain nonforfeitable
rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities and shall be included in the computation of
earnings per share pursuant to the two-class method. Accordingly, effective January 1, 2009, earnings per common share is computed using the
two-class method prescribed by the Statement of Financial Accounting Standards (�SFAS�) No. (128), �Earnings Per Share.� (�SFAS No. 128�) All
previously reported earnings or losses per common share information has been retrospectively adjusted to conform to the new computation
method.

Reclassifications. Certain items previously reported have been reclassified to conform to the current period�s condensed consolidated financial
statement presentation.

NOTE 2: New Accounting Standards
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Recently Issued Accounting Standards

SFAS No. 166, �Accounting for Transfers of Financial Assets, an Amendment of FASB Statement No. 140� (�SFAS 166�). SFAS 166 amends
SFAS 140, �Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities,� to enhance reporting about
transfers of financial assets, including securitizations, and where companies have continuing exposure to the risks

9

Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Contents 15



Table of Contents

related to transferred financial assets. SFAS 166 eliminates the concept of a �qualifying special-purpose entity� and changes the requirements for
derecognizing financial assets. SFAS 166 also requires additional disclosures about all continuing involvements with transferred financial assets
including information about gains and losses resulting from transfers during the period. SFAS 166 will be effective January 1, 2010 and is not
expected to have a significant impact on the Company�s condensed consolidated financial statements.

SFAS No. 167, �Amendments to FASB Interpretation No. 46(R)� (�SFAS 167�). SFAS 167 amends FASB Interpretation (�FIN�) No. 46 (�FIN 46�)
FIN 46 (Revised December 2003), �Consolidation of Variable Interest Entities,� to change how a company determines when an entity that is
insufficiently capitalized or is not controlled through voting (or similar rights) should be consolidated. The determination of whether a company
is required to consolidate an entity is based on, among other things, an entity�s purpose and design and a company�s ability to direct the activities
of the entity that most significantly impact the entity�s economic performance. SFAS 167 requires additional disclosures about the reporting
entity�s involvement with variable interest entities and any significant changes in risk exposure due to that involvement as well as its affect on the
entity�s financial statements. SFAS 167 will be effective January 1, 2010 and is not expected to have a significant impact on the Company�s
condensed consolidated financial statements.

SFAS No. 168, �The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles, a Replacement
of FASB Statement No. 162�(�SFAS 168�). SFAS 168 replaces SFAS 162, �The Hierarchy of Generally Accepted Accounting Principles� and
establishes the FASB Accounting Standards Codification (the �Codification�) as the source of authoritative accounting principles recognized by
the FASB to be applied by non-governmental entities in the preparation of financial statements in conformity with generally accepted accounting
principles. Rules and interpretive releases of the SEC under authority of federal securities laws are also sources of authoritative guidance for
SEC registrants. All guidance contained in the Codification carries an equal level of authority. All non-grandfathered, non-SEC accounting
literature not included in the Codification is superseded and deemed non-authoritative. SFAS 168 will be effective for the Company�s condensed
consolidated financial statements for periods ending after September 15, 2009. SFAS 168 is not expected to have a significant impact on the
Company�s condensed consolidated financial statements.

Recently Adopted Accounting Standards

SFAS No. 160, �Noncontrolling Interest in Consolidated Financial Statements, an amendment of ARB Statement No. 51� (�SFAS 160�).
SFAS 160 amends Accounting Research Bulletin (�ARB�) No. 51, �Consolidated Financial Statements,� to establish accounting and reporting
standards for the non-controlling interest in a subsidiary and for the deconsolidation of a subsidiary. SFAS 160 clarifies that a non-controlling
interest in a subsidiary, which is sometimes referred to as minority interest, is an ownership interest in the consolidated entity that should be
reported as a component of equity in the condensed consolidated financial statements. Among other requirements, SFAS 160 requires condensed
consolidated net income to be reported at amounts that include the amounts attributable to both the parent and the non-controlling interest. It also
requires disclosure, on the face of the condensed consolidated income statement, of the amounts of condensed consolidated net income
attributable to the parent and to the non-controlling interest. SFAS 160 became effective for the Company on January 1, 2009 and did not have a
significant impact on the Company�s condensed consolidated financial statements.

SFAS No. 161, �Disclosures About Derivative Instruments and Hedging Activities, an Amendment of FASB Statement No. 133� (�SFAS 161�).
SFAS 161 amends SFAS 133, �Accounting for Derivative Instruments and Hedging Activities,� (�SFAS 133�) to amend and expand the disclosure
requirements of SFAS 133 to provide greater transparency about (i) how and why an entity uses derivative instruments, (ii) how derivative
instruments and related hedge items are accounted for under SFAS 133 and its related interpretations, and (iii) how derivative instruments and
related hedged items affect an entity�s financial position, results of operations and cash flows. To meet those objectives, SFAS 161 requires
qualitative disclosures about objectives and strategies for using derivatives, quantitative disclosures about fair value amounts of gains and losses
on derivative instruments and disclosures about credit-risk-related contingent features in derivative agreements. SFAS 161 became effective for
the Company on January 1, 2009 and the required disclosures are reported in Note 17 - Derivative Financial Instruments.

SFAS No. 165, �Subsequent Events� (�SFAS 165�). SFAS 165 establishes general standards of accounting for and disclosure of events that
occur after the balance sheet date but before financial statements are issued or available to be issued. SFAS 165 defines (i) the period after the
balance sheet date during which a reporting entity�s management should evaluate events or transactions that may occur for potential recognition
or disclosure in the financial statements (ii) the circumstances under which an entity should recognize events or transactions occurring after the
balance sheet date in its financial statements, and (iii) the disclosures an entity should make about events or transactions that occurred after the
balance sheet date. SFAS 165 became effective for the Company for periods ending after June 15, 2009. SFAS 165 did not have a significant
impact on the Company�s condensed consolidated financial statements.
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FSP SFAS 132R-1, �Employers� Disclosures about Postretirement Benefit Plan Assets� (�FSP SFAS 132R-1�). FSP SFAS 132R-1 provides
guidance related to an employer�s disclosures about plan assets of defined benefit pension or other post-retirement benefit plans. Under
FSP SFAS 132R-1, disclosures should provide users of financial statements with an understanding of how investment allocation decisions are
made, the factors that are pertinent to an understanding of investment policies and strategies, the major categories of plan assets, the inputs and
valuation techniques used to measure the fair value of plan assets, the effect of fair value measurements using significant unobservable inputs on
changes in plan assets for the period and significant concentrations of risk within plan assets. The disclosures required by FSP SFAS 132R-1
will be included in the Company�s consolidated financial statements beginning with the financial statements for the year-ended December 31,
2009.

FSP SFAS 157-4, �Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and
Identifying Transactions That Are Not Orderly� (�FSP SFAS 157-4�). FSP SFAS 157-4 affirms that the objective of fair value when the market
for an asset is not active is the price that would be received to sell the asset in an orderly transaction, and clarifies and includes additional factors
for determining whether there has been a significant decrease in market activity for an asset when the market for that asset is not active.
FSP SFAS 157-4 requires an entity to base its conclusion about whether a transaction was not orderly on the weight of the evidence.
FSP SFAS 157-4 also amended SFAS 157, �Fair Value Measurements,� to expand certain disclosure requirements. The Company adopted the
provisions of FSP SFAS 157-4 during the second quarter of 2009. Adoption of FSP SFAS 157-4 did not significantly impact the Company�s
condensed consolidated financial statements.

FSP SFAS 115-2 and SFAS 124-2, �Recognition and Presentation of Other-Than-Temporary Impairments� (�FSP SFAS 115-2 and SFAS
124-2�). FSP SFAS 115-2 and SFAS 124-2 (i) changes existing guidance for determining whether an impairment is other-than-temporary to debt
securities and (ii) replaces the existing requirement that the entity�s management assert it has both the intent and ability to hold an impaired
security until recovery with a requirement that management assert: (a) it does not have the intent to sell the security; and (b) it is more likely than
not it will not have to sell the security before recovery of its cost basis. Under FSP SFAS 115-2 and SFAS 124-2, declines in the fair value of
held-to-maturity and available for sale securities below their cost that are deemed to be other-than-temporary are reflected in earnings as realized
losses to the extent the impairment is related to credit losses. The amount of the impairment related to other factors is recognized in other
comprehensive income. The Company adopted the provisions of FSP SFAS 115-2 and SFAS 124-2 during the second quarter of 2009. Adoption
of FSP SFAS 115-2 and SFAS 124-2 resulted in the reclassification of $17.6 million ($11.4 million, net of tax) of non-credit related OTTI to
OCI which had previously been recognized in earnings and is disclosed in Note 4 - Investment Securities.

FSP SFAS 107-1 and Accounting Principles Board Opinion No. (�APB 28-1�), �Interim Disclosures about Fair Value of Financial
Instruments.� (�FSP SFAS 107-1 and APB 28-1�) FSP SFAS 107-1 and APB 28-1 amends SFAS 107, �Disclosures about Fair Value of Financial
Instruments,� (�SFAS 107�) to require an entity to provide disclosures about the fair value of financial instruments in interim financial information
and amends APB 28, �Interim Financial Reporting,� to require those disclosures in summarized financial information at interim reporting periods.
The new interim disclosures required by FSP SFAS 107-1 and APB 28-1 are included in Note 12 - Fair Value Measurements.

FSP SFAS 141R-1, �Accounting for Assets Acquired and Liabilities Assumed in a Business Combination That Arise from Contingencies.� (�FSP
SFAS 141R-1�). FSP SFAS 141R-1 amends the guidance in SFAS 141R to require that assets acquired and liabilities assumed in a business
combination that arise from contingencies be recognized at fair value if fair value can be reasonably estimated. If fair value of such an asset or
liability cannot be reasonably estimated, the asset or liability would generally be recognized in accordance with SFAS 5, �Accounting for
Contingencies,� and FIN No. 14, �Reasonable Estimation of the Amount of a Loss.� FSP SFAS 141R-1 removes subsequent accounting
guidance for assets and liabilities arising from contingencies from SFAS 141R and requires entities to develop a systematic and rational basis for
subsequently measuring and accounting for assets and liabilities arising from contingencies. FSP SFAS 141R-1 eliminates the requirement to
disclose an estimate of the range of outcomes of recognized contingencies at the acquisition date. For unrecognized contingencies, entities are
required to include only the disclosures required by SFAS 5. FSP SFAS 141R-1 also requires that contingent consideration arrangements of an
acquiree assumed by the acquirer in a business combination be treated as contingent consideration of the acquirer and should be initially and
subsequently measured at fair value in accordance with SFAS 141R. FSP SFAS 141R-1 is effective for assets or liabilities arising from
contingencies the Company acquires in business combinations occurring after January 1, 2009.

NOTE 3: Subsequent Events

Capital Transaction

On July 27, 2009, Webster announced that Warburg Pincus (�Warburg�), the global private equity firm agreed to invest $115 million in Webster
through a direct purchase of newly issued shares of common stock, junior non-voting preferred stock, and warrants. Warburg is acquiring
11.5 million shares of common stock from Webster, upon receipt of all necessary approvals. Warburg initially funded approximately $40.2
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million of its investment and received approximately 4 million shares of common stock and 3 million warrants. Upon initial funding, Warburg
will have a 5.9 percent ownership of Webster�s common stock outstanding prior to bank regulatory and shareholder approvals. Warburg will fund
the remaining $74.8 million and be issued the remaining common stock, junior non-voting preferred stock, and warrants, following receipt of
necessary antitrust and federal bank regulatory approvals.
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Following the funding of the remaining portion, Warburg will have a 15.2 percent ownership of Webster�s common stock outstanding. A portion
of Warburg�s investment that is funded following the receipt of regulatory approvals will initially be held in the form of junior non-voting
preferred stock which will automatically convert into Webster common stock upon receiving the requisite approval of Webster�s shareholders.
The preferred stock initially will have a dividend that mirrors any dividend payable on the common stock. If the requisite shareholder approval is
not received, and the preferred shares are therefore still outstanding after February 28, 2010, the preferred stock�s annual non-cumulative
dividend will increase to 8 percent per annum. The preferred stock is expected to qualify for Tier I capital treatment.

As part of the transaction, Warburg will receive 8.6 million seven-year Class A Warrants. The Class A Warrants will initially have a strike price
of $10.00 per share, with the strike price increasing to $11.50 per share twenty four months after this transaction and to $13.00 per share forty
eight months after this transaction. Warburg also will receive 5.5 million seven-year Class B Warrants with a strike price of $2.50 per share
which will only become exercisable and transferable if, following the receipt of necessary regulatory approvals, shareholder approval is not
received by February 28, 2010. The Class B Warrants will expire immediately upon receiving shareholder approval.

The investment held by Warburg including the exercise of the Class A and Class B warrants is subject to Warburg not owning more than 23.9%
of Webster�s voting securities as calculated under applicable regulations of the Board of Governors of the Federal Reserve System.

Other

Subsequent events have been evaluated through August 5, 2009, the date financial statements are filed with the SEC. Through that date, except
for the transaction previously discussed, there were no additional events requiring disclosure.

NOTE 4: Investment Securities

The following table presents a summary of the cost and fair value of Webster�s investment securities. For securities classified as available for
sale, the following table shows the unrealized gains and losses (pre-tax) in accumulated other comprehensive income, by security type.

As of June 30, 2009 As of December 31, 2008

(In thousands) Par Value
Amortized
Cost (a)(b)

Unrealized Estimated
Fair

Value Par Value
Amortized
Cost (a)(b)

Unrealized Estimated
Fair

ValueGains Losses Gains Losses

Trading:
Municipal bonds and notes $ �  $ 77

Available for Sale:
Government Treasury Bills $ 500 $ 500 $ �  $ �  $ 500 $ 2,000 $ 1,998 $ 2 $ �  $ 2,000
Corporate bonds and notes
(a) 256,295 139,417 9,490 (34,154) 114,753 359,996 159,610 �  (66,092) 93,518
Equity securities (b) N/A 15,373 627 (1,341) 14,659 N/A 30,925 2,024.00 (2,174) 30,775
Mortgage-backed securities
- GSE 1,150,334 1,169,901 27,540 (2,093) 1,195,348 970,905 972,323 16,592 (152) 988,763
Mortgage-backed securities
- other 135,000 133,862 �  (53,250) 80,612 135,000 133,814 �  (60,165) 73,649

Total available for sale $ 1,542,129 $ 1,459,053 $ 37,657 $ (90,838) $ 1,405,872 $ 1,467,901 $ 1,298,670 $ 18,618 $ (128,583) $ 1,188,705

Held-to-maturity:
Municipal bonds and notes $ 694,984 $ 691,240 $ 8,576 $ (17,000) $ 682,816 $ 703,944 $ 700,365 $ 9,627 $ (14,481) $ 695,511
Mortgage-backed securities
- GSE 2,003,026 2,015,508 47,904 (5,632) 2,057,780 1,749,399 1,751,679 43,912 �  1,795,591
Mortgage-backed securities
- other 61,217 61,217 �  (1,108) 60,109 70,493 70,467 �  (1,824) 68,643

Total held-to-maturity $ 2,759,227 $ 2,767,965 $ 56,480 $ (23,740) $ 2,800,705 $ 2,523,836 $ 2,522,511 $ 53,539 $ (16,305) $ 2,559,745
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Total Investment
Securities $ 4,301,356 $ 4,227,018 $ 94,137 $ (114,578) $ 4,206,577 $ 3,991,737 $ 3,821,181 $ 72,157 $ (144,888) $ 3,748,527

(a) Amortized cost is net of $105.9 million of credit related other-than-temporary impairments at June 30, 2009.
(b) Amortized cost is net of $25.4 million of other-than-temporary impairments at June 30, 2009.
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Management evaluates all investment securities with an unrealized loss in value, whether caused by adverse interest rates, credit movements or
some other factor to determine if the loss is other-than-temporary. The following table provides information on the gross unrealized losses and
fair value of Webster�s investment securities with unrealized losses that are not deemed to be other-than-temporarily impaired, aggregated by
investment security category and length of time that individual investment securities have been in a continuous unrealized loss position at
June 30, 2009.

As of June 30, 2009
Less Than Twelve Months Twelve Months or Longer Total

(In thousands)
Fair

Value
Unrealized

Losses Fair Value
Unrealized

Losses Fair Value
Unrealized

Losses

Available for Sale:
Corporate bonds and notes $ 22,745 $ (6,267) $ 71,411 $ (27,887) $ 94,156 $ (34,154) 
Equity securities 7,274 (1,274) 886 (67) 8,160 (1,341) 
Mortgage-backed securities-GSE 292,043 (2,093) �  �  292,043 (2,093) 
Mortgage-backed securities-other �  �  80,612 (53,250) 80,612 (53,250) 

Total available for sale $ 322,062 $ (9,634) $ 152,909 $ (81,204) $ 474,971 $ (90,838) 

Held-to-maturity:
Municipal bonds and notes $ 140,110 $ (2,670) $ 223,407 $ (14,330) $ 363,517 $ (17,000) 
Mortgage-backed securities-GSE 414,826 (5,632) �  �  414,826 (5,632) 
Mortgage-backed securities-other �  �  60,109 (1,108) 60,109 (1,108) 

Total held-to-maturity $ 554,936 $ (8,302) $ 283,516 $ (15,438) $ 838,452 $ (23,740) 

Total investment securities $ 876,998 $ (17,936) $ 436,425 $ (96,642) $ 1,313,423 $ (114,578) 

The following table provides information on the gross unrealized losses and fair value of Webster�s investment securities with unrealized losses
that are not deemed to be other-than-temporarily impaired, aggregated by investment security category and length of time that individual
investment securities have been in a continuous unrealized loss position at December 31, 2008.

As of December 31, 2008
Less Than Twelve Months Twelve Months or Longer Total

(In thousands)
Fair

Value
Unrealized

Losses Fair Value
Unrealized

Losses
Fair

Value
Unrealized

Losses

Available for Sale:
Corporate bonds and notes $ 5,116 $ (8,734) $ 49,651 $ (57,358) $ 54,767 $ (66,092) 
Equity securities 9,028 (2,171) 15 (3) 9,043 (2,174) 
Mortgage-backed securities-GSE 17,843 (8) 45,942 (144) 63,785 (152) 
Mortgage-backed securities-other 50,319 (24,399) 23,330 (35,766) 73,649 (60,165) 

Total available for sale $ 82,306 $ (35,312) $ 118,938 $ (93,271) $ 201,244 $ (128,583) 

Held-to-maturity:
Municipal bonds and notes $ 273,335 $ (10,617) $ 56,820 $ (3,864) $ 330,155 $ (14,481) 
Mortgage-backed securities- other �  �  68,643 (1,824) 68,643 (1,824) 

Total held-to-maturity $ 273,335 $ (10,617) $ 125,463 $ (5,688) $ 398,798 $ (16,305) 
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Total investment securities $ 355,641 $ (45,929) $ 244,401 $ (98,959) $ 600,042 $ (144,888) 

Management conducts a formal review of investment securities on a quarterly basis for the presence of other-than-temporary impairment
(�OTTI�). For the second quarter of 2009, Webster adopted FSP SFAS 115-2 and SFAS 124-2, issued by the FASB on April 9, 2009. Management
assesses whether OTTI is present when the fair value of a debt security is less than its amortized cost basis at the balance sheet date. Under these
circumstances as required by the new FSP, OTTI is considered to have occurred (1) if Webster intends to sell the security; (2) if it is �more likely
than not� that Webster will be required to sell the security before recovery of its amortized cost basis; or (3) the present value of expected cash
flows is not sufficient to recover the entire amortized cost basis. The �more likely than not� criteria is a lower threshold than the �probable� criteria
used under previous guidance.
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The FSP requires that credit-related OTTI is recognized in earnings while non-credit related OTTI on securities not expected to be sold is
recognized in other comprehensive income (�OCI�). Non-credit related OTTI is caused by other factors, including illiquidity. For securities
classified as held-to-maturity (�HTM�), the amount of OTTI recognized in OCI is accreted to the credit-adjusted expected cash flow amounts of
the securities over future periods. Non-credit related OTTI recognized in earnings previous to April 1, 2009 is reclassified from retained earnings
to accumulated OCI as a cumulative effect adjustment. The Company adopted this FSP effective April 1, 2009. The adoption of this FSP
resulted in the reclassification of $17.6 million, ($11.4 million, net of tax) of non-credit related OTTI to OCI which had previously been
recognized in earnings.

As stated in Webster�s 2008 Annual Report on Form 10-K, management�s OTTI evaluation process also follows the guidance of SFAS No. 115,
�Accounting for Certain Investments in Debt and Equity Securities�, EITF 99-20, �Recognition of Interest Income and Impairment on Purchased
and Retained Beneficial Interests in Securitized Financial Assets�, and FSP No. EITF 99-20-1, �Amendments to the Impairment and Interest
Income Measurement Guidance of EITF Issue No. 99-20� (�FSP EITF 99-20-1�). This guidance requires the Company to take into
consideration current market conditions, fair value in relationship to cost, extent and nature of change in fair value, issuer rating changes and
trends, volatility of earnings, current analysts� evaluations, all available information relevant to the collectability of debt securities, Webster�s
ability and intent to hold investments until a recovery of fair value, which may be maturity, and other factors when evaluating for the existence
of OTTI in its securities portfolio. FSP EITF 99-20-1 was issued on January 12, 2009 and is effective for reporting periods ending after
December 15, 2008. This FSP amends EITF 99-20 by eliminating the requirement that a holder�s best estimate of cash flows be based upon those
that a market participant would use. Instead, the FSP requires that OTTI be recognized as a realized loss through earnings when there has been
an adverse change in the holder�s expected cash flows such that it is �probable� that the full amount will not be received. This requirement is
consistent with the impairment model in SFAS 115.

In addition, the disclosure and related discussion of unrealized losses is presented pursuant to FSP FAS 115-1 and FAS 124-1, (�EITF 03-1�) and
EITF Issue No. 03-1, �The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments� (�ETIF 03-1�). FSP FAS
115-1 and FAS 124-1 replaces certain impairment evaluation guidance of EITF 03-1; however, the disclosure requirements of EITF 03-1 remain
in effect. This FSP addresses the determination of when an investment is considered impaired, whether the impairment is considered to be
other-than-temporary, and the measurement of an impairment loss. The FSP also supersedes EITF Topic No. D-44, �Recognition of
Other-Than-Temporary Impairment upon the Planned Sale of a Security Whose Cost Exceeds Fair Value�, and clarifies that an impairment loss
should be recognized no later than when the impairment is deemed other-than-temporary, even if a decision to sell an impaired security has not
been made.

For the three and six months ended June 30, 2009, Webster recognized OTTI of $27.1 million. The OTTI charge was comprised of a credit
related OTTI charge of $23.6 million for certain pooled trust preferred securities and a $3.5 million OTTI charge on an equity security. OTTI
charges were recognized in earnings for these securities as management concluded that it is more likely than not that the security will be sold
before recovery of the cost basis in the security.

For all security types discussed below where no OTTI is considered necessary at June 30, 2009, management applied the criteria of FSP FAS
115-2 and FAS 124-1 to each investment individually. That is, for each security evaluated, management concluded that it does not intend to sell
the security and it is not more likely than not that management will be required to sell the security before recovery of its amortized cost basis and
as such OTTI was not recognized in earnings.

The following summarizes, by investment security type, the basis for the conclusion that the applicable investment securities within the
Company�s available for sale portfolio were not other-than-temporarily impaired at June 30, 2009:

Corporate bonds and notes

The unrealized losses on the Company�s investment in corporate bonds and notes decreased to $34.2 million at June 30, 2009 from $66.1 million
at December 31, 2008. This portfolio consists of various trust preferred securities, both pooled and single issuers, that are investment grade,
below investment grade and unrated.

Single Issuer�The single issuer trust preferred portfolio totals $31.7 million in total fair value and accounts for $23.9 million of the total
unrealized losses at June 30, 2009. The single issuer portfolio consists mainly of three large cap, money center financial institutions and one
mid-size regional financial institution. During the quarter, two of the issuers were downgraded. However impairment was not warranted due to
the issuers� continued ability to service their debt and indications of stabilization in their capital structures, as evidenced by the U.S. Treasury�s
purchase of CPP preferred stock in each institution. Unrealized losses for these institutions was $9.8 million at June 30, 2009

Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Contents 23



14

Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Contents 24



Table of Contents

Pooled Trust Preferred Securities�The pooled trust preferred portfolio totals $83.0 million in total fair value and accounts for $10.3 million of the
total unrealized losses at June 30, 2009. The pooled trust preferred portfolio consists of various classes in fifteen CDO�s containing
predominantly bank and insurance collateral. The unrealized loss is attributable primarily to changes in interest rates, including a liquidity spread
premium to reflect the inactive and illiquid nature of the trust preferred securities market at this time. To determine expected credit losses,
management compared amortized cost to the present value of cash flows adjusted for deferrals and defaults using the purchased discount margin.
Other factors considered include an analysis of excess subordination and temporary interest shortfall coverage. Based on the valuation analysis
as of June 30, 2009 management expects to fully recover amortized cost. However, additional interest deferrals and /or defaults could result in
future other than temporary impairment charges. See Note 12 � Fair Value Measurements for additional information on pooled trust preferred
securities.

The Company does not consider these investments to be other-than-temporarily impaired at June 30, 2009.

Equity securities

The unrealized losses on the Company�s investment in equity securities decreased to $1.3 million at June 30, 2009 from $2.2 million at
December 31, 2008 after the other-than-temporary impairment charge of $3.5 million for the three and six months ended June 30, 2009. This
portfolio consists primarily of investments in the common stock of small capitalization financial institutions based in New England ($12.1
million of the total fair value and $1.3 million of the total unrealized losses at June 30, 2009), auction rate preferred securities ($2.0 million of
the total fair value at June 30, 2009), perpetual preferred stock of government sponsored enterprises (�GSE�) ($0.5 million of the total fair value at
June 30, 2009), and perpetual preferred stock of a non-public financial institution (which during the quarter was deemed other-than-temporary
impaired and has no fair value at June 30, 2009). When estimating the recovery period for equity securities in an unrealized loss position,
management utilizes analyst forecasts, earnings assumptions and other company specific financial performance metrics. In addition, this
assessment incorporates general market data, industry and sector cycles and related trends to determine a reasonable recovery period. The
Company evaluated the near-term prospects of the issuers in relation to the severity and duration of the impairment. Based on that evaluation,
management does not have the intent to sell the security and it is more likely than not it will not have to sell the security before recovery of its
cost basis. The Company does not consider these investments to be other-than-temporarily impaired at June 30, 2009. For its investments in
perpetual preferred stock, Webster evaluates these securities for other-than-temporary impairment using an impairment analysis that is applied to
debt securities, which is consistent with SEC guidance.

Mortgage-backed securities (GSE) � The unrealized losses on the Company�s investment in residential mortgage-backed securities issued by the
GSEs increased to $2.1 million at June 30, 2009 from $0.2 million at December 31, 2008. The contractual cash flows for these investments are
performing as expected. As the decline in market value is attributable to changes in interest rates and not due to underlying credit deterioration,
and because management does not have the intent to sell the security, and it is more likely than not it will not have to sell the security before
recovery of its cost basis, the Company does not consider these investments to be other-than-temporarily impaired at June 30, 2009.

Mortgage-backed securities (other) � The unrealized losses on the Company�s investment in commercial mortgage-backed securities issued by
entities other than GSEs decreased to $53.3 million at June 30, 2009 from $60.2 million at December 31, 2008. The contractual cash flows for
these investments are performing as expected. As the decline in market value is attributable to changes in interest rates and not due to underlying
credit deterioration, and because management does not have the intent to sell the security, and it is more likely than not it will not have to sell the
security before recovery of its cost basis, the Company does not consider these investments to be other-than-temporarily impaired at June 30,
2009.

The following summarizes by investment security type the basis for the conclusion that the applicable investment securities within the
Company�s held-to-maturity portfolio were not other-than-temporarily impaired at June 30, 2009:

Municipal bonds and notes � The unrealized losses on the Company�s investment in municipal bonds and notes increased to $17.0 million at
June 30, 2009 from $14.5 million at December 31, 2008. Approximately $14.3 million of the $17.0 million unrealized losses at June 30, 2009
had been in an unrealized loss position for twelve consecutive months or longer as compared to $3.9 million of the $14.5 million at
December 31, 2008. These securities are primarily insured AA and A rated general obligation bonds with stable ratings. The $14.3 million
unrealized loss was concentrated in 221 municipal bonds and notes with a fair value of $223.4 million. Management does not have the intent to
sell the security, and it is more likely than not it will not have to sell the security before recovery of its cost basis. The Company does not
consider these investments to be other-than-temporarily impaired at June 30, 2009.

Mortgage-backed securities-(GSE) � The unrealized losses on the Company�s investment in residential mortgage-backed securities issued by the
GSEs increased $5.6 million at June 30, 2009. The contractual cash flows for these investments are performing as expected. As the decline in
market value is attributable to changes in interest rates and not due to underlying credit deterioration, and because management does not have
the intent to sell the security and it is more likely than not it will not have to sell the security before recovery of its cost basis, the Company does
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Mortgage-backed securities-(other) � The unrealized losses on the Company�s investment in residential mortgage-backed securities issued by
entities other than GSEs decreased to $1.1 million at June 30, 2009 from $1.8 million at December 31, 2008. Approximately $1.1 million at
June 30, 2009 had been in an unrealized loss position for twelve consecutive months or longer as compared to $1.8 million at December 31,
2008. These securities carry AAA ratings and are currently performing as expected. The $1.1 million unrealized loss was concentrated in three
securities with a total fair value of $60.1 million. Management does not have the intent to sell the security, and it is more likely than not it will
not have to sell the security before recovery of its cost basis. The Company does not consider these investments to be other-than-temporarily
impaired at June 30, 2009.

There were no significant credit downgrades on these held-to-maturity securities during the second quarter of 2009, and they are currently
performing as anticipated. Management does not consider these investments to be other-than-temporarily impaired and management does not
have the intent to sell the security, and it is more likely than not it will not have to sell the security before recovery of its cost basis. Management
expects that recovery of these temporarily impaired securities will occur over the weighted-average estimated remaining life of these securities.

The amortized cost and fair value of securities at June 30, 2009, by contractual maturity, are set forth below. Actual maturities may differ from
contractual maturities because certain borrowers have the right to call or prepay obligations with or without call or prepayment penalties.

Available for Sale Held-to-Maturity

(Dollars in thousands)
Amortized

Cost
Fair

Value
Amortized

Cost
Fair

Value
Securities Available for Sale
Due in one year or less $ 500 $ 500 $ 7,154 $ 7,161
Due after one year through five years �  �  3,674 3,706
Due after five through ten years 24,023 7,665 468,231 481,029
Due after ten years 1,419,157 1,383,048 2,288,906 2,308,809

Totals $ 1,443,680 $ 1,391,213 $ 2,767,965 $ 2,800,705

For the three and six months ended June 30, 2009 and 2008, proceeds from the sale of available for sale securities were $8.0 million and $410.3
million and $4.8 million and $6.3 million, respectively. The following tables summarize the impact of the recognition of other-than-temporary
impairments and net realized gains and losses on sales of securities for the three and six months ended June 30, 2009.

Three Months ended June 30,
2009 2008

(In thousands) Gains Losses(a)(b) Net Gains Losses (a)(b)(c) Net
Trading securities:
Municipal bonds and notes $ �  $ �  $ �  $ 145 $ (108) $ 37
Other �  �  �  �  �  �  

Total trading �  �  �  145 (108) 37

Available for sale:
U.S. Government agency notes �  �  �  23 �  23
Municipal bonds and notes �  �  �  �  �  �  
Corporate bonds and notes �  (35,522) (35,522) �  (41,620) (41,620) 
Equity securities 97 (5,278) (5,181) 80 (12,160) (12,080) 
Mortgage-backed securities �  �  �  �  �  �  

Total available for sale 97 (40,800) (40,703) 103 (53,780) (53,677) 

Total $ 97 $ (40,800) $ (40,703) $ 248 $ (53,888) $ (53,640) 
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(a) Other-than-temporary impairment charges for equity securities were $3.5 million and $12.1 million for the three months ended June 30,
2009 and 2008, respectively.

(b) Other-than-temporary impairment charges for corporate bonds and notes were $23.6 million and $41.6 million for the three months ended
June 30, 2009 and 2008, respectively.

(c) Losses for the three months ended June 30, 2008 excluded other-than-temporary impairments of direct investments of $1.3 million. Direct
investments are included in other assets in the accompanying condensed consolidated balance sheets. There were no other-than-temporary
impairments of direct investments for the three months ended June 30, 2009.
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Six Months ended June 30,
2009 2008

(In thousands) Gains Losses(a)(b) Net Gains Losses (a)(b)(c) Net
Trading securities:
Municipal bonds and notes $ �  $ (1) $ (1) $ 372 $ (457) $ (85) 
Other �  �  �  18 �  18

Total trading �  (1) (1) 390 (457) (67) 

Available for sale:
U.S. Government agency notes �  �  �  23 �  23
Municipal bonds and notes �  �  �  �  �  �  
Corporate bonds and notes �  (35,522) (35,522) 286 (41,678) (41,392) 
Equity securities 303 (6,721) (6,418) 80 (12,705) (12,625) 
Mortgage-backed securities 5,696 �  5,696 �  �  �  

Total available for sale 5,999 (42,243) (36,244) 389 (54,383) (53,994) 

Total $ 5,999 $ (42,244) $ (36,245) $ 779 $ (54,840) $ (54,061) 

(a) Other-than-temporary impairment charges for equity securities were $3.5 million and $12.6 million for the six months ended June 30, 2009
and 2008, respectively.

(b) Other-than-temporary impairment charges for corporate bonds and notes were $23.6 million and $41.6 million for the six months ended
June 30, 2009 and 2008, respectively.

(c) Losses for the six months ended June 30, 2008 excluded other-than-temporary impairments of direct investments of $2.1 million. Direct
investments are included in other assets in the accompanying condensed consolidated balance sheets. There were no other-than-temporary
impairments of direct investments for the six months ended June 30, 2009.

To the extent that changes in interest rates, credit movements and other factors that influence the fair value of investments occur, the Company
may be required to record impairment charges for other-than-temporary impairment in future periods. See pages 84-89 of Webster�s 2008 Annual
Report on Form 10-K for additional information regarding other-than-temporary impairment charges taken by the Company for the year ended
December 31, 2008.

The following is a roll forward of the amount of credit related OTTI recognized in earnings:

(In thousands)
Three months ended

June 30, 2009
Six months ended

June 30, 2009

Balance of credit related OTTI at beginning of period $ 155,910 $ 173,496
Additions for credit related OTTI not previously recognized 23,610 23,610
Reduction for securities sold (73,649) (73,649) 
Reduction for non-credit related OTTI previously recognized when there is no intent to
sell and no requirement to sell before recovery of amortized cost basis (a) �  (17,586) 

Subtotal of additions (50,039) (67,625) 

Balance of credit-related OTTI at June 30, 2009 $ 105,871 $ 105,871

(a) Webster adopted FSP FAS 115-2 and FAS 124-2 on April 1, 2009. The reduction of non-credit related OTTI is related to the cumulative
effect of the change in accounting principle of non-credit related OTTI when there is no intent to sell and no requirement to sell before
recovery of the amortized cost basis of the investment.
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See Note 12 - Fair Value Measurements for additional information related to the fair value of financial instruments held by Webster as of
June 30, 2009.
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NOTE 5: Loans, Net

A summary of loans, net follows:

June 30, 2009 December 31, 2008
(Dollars in thousands) Amount % Amount %

Residential mortgage loans:
1-4 family $ 2,793,394 24.1 $ 2,939,025 24.2
Permanent - NCLC 44,740 0.4 58,625 0.4
Construction 27,765 0.2 42,138 0.3
Liquidating portfolio - construction loans 6,540 0.1 18,735 0.2

Total residential mortgage loans 2,872,439 24.8 3,058,523 25.1

Consumer loans:
Home equity loans 2,851,008 24.6 2,952,366 24.2
Liquidating portfolio - home equity loans 249,086 2.2 283,645 2.3
Other consumer 27,350 0.2 28,886 0.3

Total consumer loans 3,127,444 27.0 3,264,897 26.8

Commercial loans:
Commercial non-mortgage 1,711,050 14.7 1,795,738 14.7
Asset-based loans 624,075 5.4 753,143 6.2
Equipment financing 985,430 8.5 1,022,718 8.4

Total commercial loans 3,320,555 28.6 3,571,599 29.3

Commercial real estate:
Commercial real estate 1,909,939 16.4 1,908,312 15.7
Commercial construction 184,256 1.6 165,610 1.3
Residential development 144,337 1.2 161,553 1.3

Total commercial real estate 2,238,532 19.2 2,235,475 18.3

Net unamortized premiums 13,364 0.1 14,580 0.1
Net deferred costs 38,368 0.3 42,517 0.4

Total net unamortized premiums and deferred costs 51,732 0.4 57,097 0.5

Total loans 11,610,702 100.0 12,187,591 100.0

Less: allowance for loan losses (305,999) (235,329) 

Loans, net $ 11,304,703 $ 11,952,262

Financial instruments with off-balance sheet risk

Webster is a party to financial instruments with off-balance sheet risk to meet the financing needs of its customers and to reduce its own
exposure to fluctuations in interest rates. These instruments involve, to varying degrees, elements of credit and interest-rate risk in excess of the
amount recognized in the condensed consolidated balance sheets.
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The following table summarizes financial instruments with off-balance sheet risk:

(In thousands)
June 30,

2009
December 31,

2008
Unused commercial letters and lines of credit $ 2,096,969 $ 2,196,514
Unused portion of home equity credit lines:
Continuing portfolio 1,837,039 1,954,163
Liquidating portfolio 16,226 21,792
Unadvanced portion of closed consumer construction loans 13,066 14,611
Unadvanced portion of closed commercial construction loans 172,727 262,234
Outstanding loan commitments 91,745 85,291

Total financial instruments with off-balance sheet risk $ 4,227,772 $ 4,534,605

The interest rates for outstanding loan commitments are generally established shortly before closing. The interest rates on home equity lines of
credit adjust with changes in the prime rate. At June 30, 2009, the fair value of financial instruments with off-balance sheet risk is considered
insignificant to the condensed consolidated financial statements taken as a whole.
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NOTE 6: Allowance for Credit Losses

The disruption and volatility in the domestic and global financial and capital markets that began in 2008 continued to affect the banking industry
through the second quarter of 2009. There continues to be rising unemployment, a substantial increase in delinquencies, limited refinancing
options, and continued declining real estate values. Webster is not immune to some negative consequences arising from overall economic
weakness and, in particular, a sharp downturn in the housing market, both locally and nationally. Decreases in real estate values could adversely
affect the value of property used as collateral for loans. Adverse changes in the economy may have a negative effect on the ability of Webster�s
borrowers to make timely loan payments, which would have an adverse impact on the Company�s earnings. A further increase in loan
delinquencies would decrease net interest income and increase loan losses, causing potential increases in the provision and allowance for credit
losses.

The allowance for credit losses is maintained at a level that management believes is adequate to absorb probable losses inherent in the loan
portfolio and in unfunded credit commitments. This allowance is increased by provisions charged to operating expense and by recoveries on
loans previously charged-off and is reduced by charge-offs on loans.

A summary of the changes in the allowance for credit losses follows:

Three months ended June 30, Six months ended June 30,
(In thousands) 2009 2008 2009 2008

Continuing portfolio:
Beginning balance $ 226,562 $ 138,191 $ 191,426 $ 138,180
Provision 74,327 25,000 128,161 40,800
Charge-offs:
Residential (4,793) (1,036) (7,757) (2,516) 
Consumer (10,242) (2,784) (16,783) (6,481) 
Commercial (a) (20,604) (8,664) (31,209) (20,103) 
Residential development (2,350) �  (2,398) �  

Total charge-offs (37,989) (12,484) (58,147) (29,100) 
Recoveries 1,259 1,290 2,719 2,117

Net charge-offs (36,730) (11,194) (55,428) (26,983) 

Ending balance - continuing portfolio $ 264,159 $ 151,997 $ 264,159 $ 151,997

Liquidating portfolio:
Beginning balance $ 44,367 $ 42,117 $ 43,903 $ 49,906
Provision 10,673 �  22,539 �  
Charge-offs:
NCLC (3,387) (4,203) (5,473) (8,544) 
Consumer (home equity) (10,825) (5,450) (20,736) (8,898) 

Total charge-offs (14,212) (9,653) (26,209) (17,442) 
Recoveries 1,012 407 1,607 407

Net charge-offs (13,200) (9,246) (24,602) (17,035) 

Ending balance - liquidating portfolio $ 41,840 $ 32,871 $ 41,840 $ 32,871

Ending balance - allowance for loan losses $ 305,999 $ 184,868 $ 305,999 $ 184,868
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Reserve for unfunded credit commitments:(b)

Beginning balance $ 10,800 $ 9,500 $ 10,500 $ 9,500
Provision �  �  300 �  
Reduction of provision previously recorded (762) �  (762) �  

Ending balance reserve for unfunded commitments $ 10,038 $ 9,500 $
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