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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 March 31, 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)
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Delaware 06-1187536
(State or other jurisdiction of incorporation or organization) (LR.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 April 30, 2009 was 52,838,930.
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PART 1. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS (Unaudited)

(In thousands, except share and per share amounts)

Assets:

Cash and due from depository institutions

Short-term investments

Investment securities:

Trading, at fair value

Available for sale, at fair value

Held-to-maturity (fair value of $2,479,636 and $2,559,745)
Other securities

Total investment securities

Loans held for sale

Loans, net

Goodwill

Cash surrender value of life insurance
Premises and equipment

Assets held for disposition

Other intangible assets, net

Deferred tax asset, net

Accrued interest receivable and other assets

Total assets

Liabilities:

Deposits

Federal Home Loan Bank advances

Securities sold under agreements to repurchase and other short-term debt
Long-term debt

Accrued expenses and other liabilities

Total liabilities

Equity:

Shareholders equity:

Preferred stock, $0.01 par value; Authorized - 3,000,000 shares;
Series A issued and outstanding - 224,900 shares

Series B issued and outstanding - 400,000 shares (net of discount; $8,138 and $8,574)
Common stock, $0.01 par value; authorized - 200,000,000 shares;
Issued - 56,607,177 shares

Paid in capital:

Warrant for common stock

Additional paid in capital

Retained earnings

Accumulated other comprehensive loss, net

Table of Contents

March 31,
2009

$ 208,862
19,942

1,097,229
2,429,887
134,874

3,661,990
48,876
11,824,530
529,887
282,399
182,629
5,571
32,575
199,531
259,942

$ 17,256,734

$ 12,694,759
671,294
1,146,852
661,968
216,734

15,391,607

224,900
391,862

566

8,719
727,000
759,020

(105,196)

December 31,
2008

$ 259,208
22,154

77
1,188,705
2,522,511

134,874

3,846,167
24,524
11,952,262
529,887
279,807
185,928
5,571
34,039
189,337
254,653

$ 17,583,537

$ 11,884,890
1,335,996
1,570,971

687,797
220,145

15,699,799

224,900
391,426

566
8,719
722,962

781,106
(105,910)

4
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Less: Treasury stock, at cost; 3,776,766 and 3,723,527 shares (151,376) (149,650)
Total Webster Financial Corporation shareholders equity 1,855,495 1,874,119
Noncontrolling interests 9,632 9,619
Total equity 1,865,127 1,883,738
Total liabilities and equity $17,256,734  $ 17,583,537

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

CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited)

(In thousands, except per share amounts)
Interest Income:

Loans including fees

Investments securities

Loans held for sale

Total interest income

Interest Expense:
Deposits
Borrowings

Total interest expense

Net interest income
Provision for credit losses

Net interest income after provision for credit losses

Non-Interest Income:

Deposit service fees

Loan related fees

Wealth and investment services

Mortgage banking activities

Increase in cash surrender value of life insurance
Net gain on investment securities

Loss on write-down of investments to fair value
Gain on early extinguishment of subordinated notes
Visa share redemption

Other income

Total non-interest income

Non-interest Expenses:

Compensation and benefits

Occupancy

Furniture and equipment

Intangible assets amortization

Marketing

Outside services

FDIC deposit insurance assesment
Severance and other costs

Foreclosed and repossessed asset write-downs
Foreclosed and repossessed asset expenses
Other expenses

Total non-interest expenses
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Three months ended March 31,

2009

$ 140,767
50,827
164

191,758

52,908
20,653

73,561

118,197
66,000

52,197

27,959
6,482
5,750

606
2,592
4,457

5,993

276

54,115

56,469
14,295
15,140
1,464
3,106
3,784
4,590
240
3,450
1,179
14,301

118,018

2008

191,272
39,332
1,400

232,004

75,242
31,906

107,148

124,856
15,800

109,056

28,433
6,858
6,956
740
2,581
124

(1,254)

1,625
1,784

47,847

63,443
13,682
15,160
1,548
3,643
4,153
354
(650)

233
280
14,058

115,904
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(Loss) income from continuing operations before income tax (benefit) expense
Income tax (benefit) expense

(Loss) income from continuing operations
Loss from discontinued operations, net of tax

Consolidated net (loss) income
Less: Net income (loss) attributable to noncontrolling interests

Net (loss) income attributable to Webster Financial Corporation
Preferred stock dividends and accretion of preferred stock discount

Net (loss) income applicable to common shareholders

See accompanying Notes to Consolidated Financial Statements.
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(11,706)
(593)

(11,113)

(11,113)
13

(11,126)
(10,431)

(21,557)

$

40,999
14,303

26,696
(2,124)

24,572
)

24,581
(216)

24,365
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited), continued

(In thousands, except per share amounts)

Basic:

(Loss) income from continuing operations, per common share
(Loss) income from discontinued operations, net of tax per common share

Net (loss) income attributable to Webster Financial Corporation, per common share

Diluted:

(Loss) income from continuing operations, per common share
(Loss) income from discontinued operations, net of tax per common share

Net (loss) income attributable to Webster Financial Corporation, per common share

Dividends per share

See accompanying Notes to Consolidated Financial Statements.
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Three months ended March 31,

$

&

2009

0.41)

0.41)

0.41)

0.41)
0.01

$

&

$

2008

0.50
(0.04)

0.46

0.50
(0.04)

0.46
0.30
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EQUITY AND COMPREHENSIVE INCOME (Unaudited)

(In thousands, except share and
per share data)

Balance, December 31, 2007
Comprehensive income:

Net income

Other comprehensive loss, net of
taxes

Comprehensive income

Dividends paid on common stock of
$.30 per share

Dividends paid on consolidated
affiliate preferred stock

Exercise of stock options, including
excess tax benefits

Repurchase of 7,924 common shares
Stock-based compensation expense
Restricted stock grants and expense
EITF 06-4 Adoption

Balance, March 31, 2008

(In thousands, except share and
per share data)

Balance, December 31, 2008
Comprehensive income (loss):
Net loss

Other comprehensive loss, net of
taxes

Comprehensive loss

Dividends paid on common stock of
$.01 per share

Dividends paid on Series A preferred
stock $21.25 per share

Dividends incurred on Series B
preferred stock $12.50 per share
Subsidiary preferred stock dividends
Repurchase of 6,123 common shares
Accretion of preferred stock discount
Stock-based compensation expense
Restricted stock grants and expense
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Three months ended March 31, 2008

Accumulated
Other
Comprehensive
Preferred Common Paid-in Retained Treasury (Loss)
Stock Stock Capital Earnings Stock Income
$ $ 566 $734,604 $1,183,621 $(166,263) $ (15,896)
24,581
(30,327)
(15,747)
(216)
(68) 658
(253)
721
1,345 314
(924)
$ $ 566 $736,602 $1,191,315 $(165,544) $ (46,223)
Three months ended March 31, 2009
Accumulated
Other
Comprehensive
Preferred Common Paid-in Retained Treasury (Loss)
Stock Stock Capital Earnings Stock Income

$616,326 $ 566 $731,681

436

635
3,427

$ 781,106 $(149,650) $ (105,910)
(11,126)

714

(529)

(4,779)

(5,000)

(216)
(36)

(436)

(1,690)

Noncontrolling
interest

Total

$ 9,615 $1,746,247

©

24,572
(30,327)
(5,755)
(15,747)
(216)

590
(253)

721

1,659
(924)

$ 9,606 $1,726,322

Noncontrolling
interest

Total

$ 9,619 §$1,883,738

13

(11,113)

714

(10,399)
(529)
(4,779)
(5,000)
(216)
(36)

635
1,737
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Additional issuance costs associated
with the issuance of the Series B
preferred stock and warrant 24)

Balance, March 31, 2009 $616,762 $ 566 $735,719 $ 759,020 $(151,376) $ (105,196) $

See accompanying Notes to Consolidated Financial Statements.
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(24)

9,632 $1,865,127
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

(In thousands)

Operating Activities:

Net (loss) income

Loss from discontinued operations, net of tax

(Loss) income from continuing operations

Adjustments to reconcile (loss) income from continuing operations to net cash provided by operating

activities:

Provision for credit losses

Deferred tax benefit

Depreciation and amortization

Gain on early extinguishment of subordinated notes
Stock-based compensation

Net loss on sale of foreclosed properties
Write-down of foreclosed property

Loss on write-down of investments to fair value
Net loss (gain) on available for sale securities
Decrease in trading securities

Increase in cash surrender value of life insurance
Net (increase) decrease in loans held for sale

Net increase in prepaid expenses and other assets
Net increase in accrued expenses and other liabilities

Net cash provided by operating activities

Investing Activities:

Net decrease in short-term investments

Purchases of securities, available for sale

Proceeds from maturities and principal payments of securities, available for sale
Proceeds from sales of securities, available for sale

Purchases of held-to-maturity securities

Proceeds from maturities and principal payments of held-to-maturity securities
Purchases of other securities

Net decrease (increase) in loans

Proceeds from sale of foreclosed properties

Net purchases of premises and equipment proceeds sales

Net cash provided by (used for) investing activities

Financing Activities:

Net increase (decrease) in deposits
Proceeds from FHLB advances
Net decrease in FHLB advances

Net (decrease) increase in securities sold under agreements to repurchase and other short-term

borrowings

Issuance costs for Series B preferred stock

Repayment of long-term debt

Cash dividends to common shareholders

Cash dividends to preferred shareholders of consolidated affiliate
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Three months ended March 31,

2009

(11,126)

(11,126)

66,000
(10,423)
14,060
(4,504)
2,373

390
3,450

(4,458)
77
(2,592)
(24,352)
(15,414)
2,062

15,543

2,212
(353,222)
47,430
402,309
(2,675)
95,031

49,335
3,165
(5,632)

237,953

809,869
9,329,810
(9,993,703)

(423,639)
(24)
(15,928)
(529)
(216)

2008

24,581
(2,124)

26,705

15,800
(6,138)
13,929

2,380

4

233

709

316

1,291
(2,581)

213,345
(63,168)

60,394

263,219

1,070
(178,432)
9,120
1,514
(29,982)
45234
(6,251)
(143,452)
1,333
(8,623)

(308,469)

(210,866)
15,454,000
(15,636,844)

404,012

(15,747)
(216)

11
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Cash dividends paid to preferred shareholders
Exercise of stock options
Common stock repurchased

Net cash used for financing activities

See accompanying Notes to Consolidated Financial Statements.
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(9.446)
(36)

(303,842)

590
(253)

(5,324)
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited), continued

Three months ended March 31,

(In thousands) 2009 2008
Cash Flows from Discontinued Operations:

Operating activities $ $ 241
Proceeds from sale of discontinued operations 18,000
Net cash provided by discontinued operations 18,241
Net change in cash and cash equivalents (50,346) (32,333)
Cash and cash equivalents at beginning of period 259,208 306,654
Cash and cash equivalents at end of period $ 208,862 $ 274,321

Supplemental disclosure of cash flow information:

Interest paid $ 76,798 $ 106218
Income taxes paid 790 3,072
Noncash investing and financing activities:

Transfer of loans and leases, net to foreclosed properties $ 10,331 $ 7,961
Issuance of loan to finance sale of subsidiary 18,000
Gain on early extinguishment of fair value hedge of subordinated debt 1,489

Sale transactions:

Fair value of noncash assets sold $ $ 34913
Fair value of liabilities extinguished 6,311
See accompanying Notes to Consolidated Financial Statements.
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WEBSTER FINANCIAL CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(Unaudited)

NOTE 1: Summary of Significant Accounting Policies and Other Matters

The Consolidated Financial Statements include the accounts of Webster Financial Corporation ( Webster or the Company ) and its subsidiaries.
The Consolidated Financial Statements and Notes thereto have been prepared in conformity with U.S. generally accepted accounting principles
(GAAP) for financial information and with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, they do not include

all of the information and footnotes required by GAAP for complete financial statements. In the opinion of management, all adjustments
(consisting of normal recurring accruals) considered necessary for a fair presentation have been included. All significant inter-company
transactions have been eliminated in consolidation. The results of operations for the three months ended March 31, 2009 are not necessarily
indicative of the results which may be expected for the year as a whole.

The preparation of the Consolidated Financial Statements in conformity with GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities, as of the date of the Consolidated
Financial Statements, and the reported amounts of revenues and expenses for the periods presented. Actual results could differ from those
estimates. Material estimates that are susceptible to near-term changes include goodwill impairment, other-than-temporary impairment on
securities, the determination of the allowance for credit losses and the valuation allowance for the deferred tax asset. These Consolidated
Financial Statements should be read in conjunction with the audited Consolidated Financial Statements and Notes thereto included in Webster s
Annual Report on Form 10-K for the year ended December 31, 2008.

Recent Accounting Pronouncements

Statement of Financial Accounting Standards (SFAS)

In December 2007, the Financial Accounting Standards Board (FASB) issued revised SFAS No. 141, Business Combinations, (SFAS

No. 141(R)). SFAS No. 141(R) retains the fundamental requirements of SFAS No. 141 that the acquisition method of accounting (formerly the
purchase method) be used for all business combinations; that an acquirer be identified for each business combination; and that intangible assets
be identified and recognized separately from goodwill. SFAS No. 141(R) requires the acquiring entity in a business combination to recognize the
assets acquired, the liabilities assumed and any noncontrolling interest in the acquiree at the acquisition date, measured at their fair values as of
that date, with limited exceptions. Additionally, SFAS No. 141(R) changes the requirements for recognizing assets acquired and liabilities
assumed arising from contingencies and recognizing and measuring contingent consideration. SFAS No. 141(R) also enhances the disclosure
requirements for business combinations. SFAS No. 141(R) applies prospectively to business combinations for which the acquisition date is on or
after the beginning of the first annual reporting period beginning on or after December 15, 2008 and may not be applied before that date.
Webster adopted SFAS No. 141(R) on January 1, 2009. The adoption of SFAS No. 141(R) did not have an effect on Webster s Consolidated
Financial Statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statement - an amendment of ARB

No. 51. SFAS No. 160 amends Accounting Research Bulletin No. 51, Consolidated Financial Statements to establish accounting and reporting
standards for the noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. Among other things, SFAS No. 160 clarifies
that a noncontrolling interest in a subsidiary is an ownership interest in the consolidated entity that should be reported as equity in the
consolidated financial statements and requires consolidated net income to be reported at amounts that include the amounts attributable to both
the parent and the noncontrolling interest. SFAS No. 160 also amends SFAS No. 128, Earnings per Share, so that earnings per share
calculations in consolidated financial statements will continue to be based on amounts attributable to the parent. Webster adopted SFAS No. 160
effective January 1, 2009 and has applied the requirements of the standard retrospectively for the noncontrolling interest in Webster Preferred
Mortgage LLC and Webster Preferred Capital Corporation for all periods presented in the accompanying Consolidated Financial Statements.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities an amendment of FASB
Statement No. 133 (SFAS No. 161). SFAS No. 161 requires enhanced disclosures about how and why an entity uses derivative instruments, how
derivative instruments and related items are accounted for under SFAS No. 133 and how derivative instruments and related hedged items affect
an entity s financial position, financial performance and cash flows. Webster adopted SFAS No. 161 on January 1, 2009. See Note 16 for the
enhanced disclosures for Webster s derivatives required by this statement.
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FASB Staff Positions (FSP)

FSP No. EITF 03-6-1, Determining Whether Instruments Granted in Share-Based Payment Transactions Are Participating Securities. (FSP No.
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. Webster adopted FSP No. EITF 03-6-1 on January 1, 2009. See Note 14 for additional information regarding Webster s participating
securities and calculation of earnings per share.
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FSP No. FAS 132(R)-1 Employers Disclosures about Postretirement Benefit Plan Asset. (FSP No. FAS 132 (R)-1) provides guidance related

to an employer s disclosures about plan assets of defined benefit pension or other post-retirement benefit plans. Under FSP 132 (R)-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 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 No. FAS 132 (R)-1 will be
included in the Company s financial statements for the year ended December 31, 2009.

FSP No. FAS 141(R)-1, Accounting for Assets Acquired and Liabilities Assumed in a Business Combination That Arise from Contingencies
(FSP No. FAS 141(R)-1) amends the guidance in SFAS No. 141(R) 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 No. 5, Accounting for
Contingencies, and FASB Interpretation (FIN) No. 14, Reasonable Estimation of the Amount of a Loss. FSP No. FAS 141(R)-1 removes
subsequent accounting guidance for assets and liabilities arising from contingencies from SFAS No. 141(R) and requires entities to develop a
systematic and rational basis for subsequently measuring and accounting for assets and liabilities arising from contingencies. FSP No. FAS
141(R)-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 No. 5. FSP No. FAS 141(R)-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 No. 141(R). FSP No.
FAS 141(R)-1 is effective for assets or liabilities arising from contingencies the Company acquires in business combinations occurring after
January 1, 2009. Webster adopted the provisions of FSP No.FAS 141(R)-1 on January 1, 2009. The adoption of FSP No. FAS 141(R)-1 did not
have an effect on Webster s consolidated financial statements.

FSP 142-3, Determination of the Useful Life of Intangible Assets (FSP No. FAS 142-3) amends the factors that should be considered in
developing renewal or extension assumptions used to determine the useful life of a recognized intangible asset under FASB Statement No. 142,
Goodwill and Other Intangible Assets. The intent of FSP No. FAS 142-3 is to improve the consistency between the useful life of a recognized
intangible asset under SFAS No. 142 and the period of expected cash flows used to measure the fair value of the asset under SFAS No. 141(R)
and other U.S. generally accepted accounting principles. The guidance for determining the useful life of a recognized intangible asset in
accordance with FSP No. FAS 142-3 shall be applied prospectively to intangible assets acquired after the effective date. The disclosure
requirements of FSP No. FAS 142-3 are required to be applied prospectively to all intangible assets recognized as of, and subsequent to, the
effective date. FSP No. FAS 142-3 is effective for financial statements issued for fiscal years beginning after December 15, 2008, and interim
periods within those fiscal years. Webster adopted FSP No. FAS 142-3 on January 1, 2009. The adoption of FSP No. FAS 142-3 had no affect
on Webster s Consolidated Financial Statements. See Note 5 for additional information regarding Webster s assumptions for the valuation of the
useful life of its intangible assets.

On April 9, 2009, the FASB finalized four FSPs regarding the accounting treatment for investments including mortgage-backed securities. These
FSPs changed the method for determining if an other-than-temporary impairment ( OTTI ) exists and the amount of OTTI to be recorded through
an entity s income statement. The changes brought about by the FSPs provide greater clarity and reflect a more accurate representation of the
credit and noncredit components of an OTTI event. The four FSPs are as follows:

FSP No. FAS 157-3 Determining the Fair Value of a Financial Asset When the Market for That Asset Is Not Active clarifies the
application of SFAS No. 157, Fair Value Measurements, in a market that is not active and provides an example to illustrate key
considerations in determining the fair value of a financial asset when the market for that financial asset is not active.

FSP No. FAS 157-4 Determining Fair Value When the Volume and Level of Activity for the Assets or Liability Have Significantly
Decreased and Identifying Transactions That Are Not Orderly provides guidelines for making fair value measurements more
consistent with the principles presented in SFAS No. 157.

FSP No. FAS 115-2 and FAS 124-2, Recognition and Presentation of Other-Than-Temporary Impairments provides additional
guidance designed to create greater clarity and consistency in accounting for and presenting impairment losses on securities.

Table of Contents 16
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FSP No. FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial Instruments enhances consistency in
financial reporting by increasing the frequency of fair value disclosures.
These staff positions are effective for financial statements issued for periods ending after June 15, 2009, with early application possible for the
first quarter of 2009. The Company elected not to early adopt any of the above positions and will complete its evaluation of the impact of these
standards on its results of operation and financial position in the second quarter of 2009.

10
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Emerging Issues Task Force (EITF) Issues

At its November 24, 2008 meeting, the FASB ratified the consensus reached by the Emerging Issues Task Force (EITF) in Issue No. 08-6,
Equity Method Investment Accounting Considerations. The objective of EITF No. 08-6 is to clarify the accounting for certain transactions and
impairment considerations involving equity method investments which were affected by the accounting for business combinations and the
accounting for consolidated subsidiaries with the issuance of SFAS No. 141(R) and SFAS No. 160. EITF No. 08-6 is effective in fiscal years

beginning on or after December 15, 2008, and interim periods within those fiscal years and shall be applied prospectively. Webster adopted the
provisions of EITF No. 08-6 on January 1, 2009. The adoption of EITF No. 08-6 had no affect on Webster s Consolidated Financial Statements.

Reclassifications
Certain financial statement balances previously reported are reclassified whenever necessary to conform to the current period s presentation.

NOTE 2: Investment Securities

The following table presents a summary of the cost and fair value of Webster s investment securities:

March 31, 2009 December 31, 2008
Unrealized Estimated Unrealized Estimated
Par Amortized Fair Par Amortized Fair

(In thousands) Value Cost Gains Losses Value Value Cost Gains Losses Value
Trading:
Municipal bonds and notes $ $ 77
Available for Sale:
Government Treasury Bills $ 200 $ 200 $ $ $ 200 $ 2,000 $ 1,998 $ 2% $ 2,000
Corporate bonds and notes 360,583 160,137 15,740 (83,151) 92,726 359,996 159,610 (66,092) 93,518
Equity securities N/A 25,955 301 (7,002) 19,254 N/A 30,925 2,024 (2,174) 30,775
Mortgage-backed securities -
GSE 881,620 887,171 25,880 (64) 912,987 970,905 972,323 16,592 (152) 988,763
Mortgage-backed securities -
other 135,000 133,839 (61,777) 72,062 135,000 133,814 (60,165) 73,649
Total available for sale $ 1,377,403 $1,207,302 $41,921 $(151,994) $1,097,229 $ 1,467,901 $ 1,298,670 $ 18,618 $(128,583) $ 1,188,705

Held-to-maturity:
Municipal bonds and notes $ 700479 $ 696,800 $ 9,288 $ (20,227) $ 685861 $ 703,944 $ 700,365 $ 9,627 $ (14,481) $ 695,511
Mortgage-backed securities -

GSE 1,664,780 1,666,849 61,453 1,728,302 1,749,399 1,751,679 43912 1,795,591
Mortgage-backed securities -

other 66,247 66,238 (765) 65,473 70,493 70,467 (1,824) 68,643
Total held-to-maturity $2,431,506 $2,429,887 $70,741 $ (20,992) $2,479,636 $2,523,836 $2,522,511 $53,539 $ (16,305) $2,559,745

Other securities:
Federal Home Loan Bank

stock $ 93,159 $§ 93,159 $ $ $ 93,159 $ 93,159 $ 93,159 $ $ $ 93,159

Federal Reserve Bank stock 41,715 41,715 41,715 41,715 41,715 41,715

Total other securities $ 134874 $ 134,874 $ $ $ 134,874 $ 134,874 $ 134874 $ $ $ 134,874
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Table of Contents 18



Edgar Filing: WEBSTER FINANCIAL CORP - Form 10-Q

Table of Conten

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
March 31, 2009.

As of March 31, 2009

Less Than Twelve Months Twelve Months or Longer Total
Fair Unrealized Unrealized Fair Unrealized

(In thousands) Value Losses Fair Value Losses Value Losses
Available for Sale:

Corporate bonds and notes $ 3961 $ (11,250) $ 60,732 $ (71,901) $ 64,693 $ (83,151)
Equity securities 12,699 4,861) 2,314 (2,141) 15,013 (7,002)
Mortgage-backed securities-GSE 28,988 (64) 28,988 (64)
Mortgage-backed securities-other 38,780 (10,832) 33,282 (50,945) 72,062 (61,777)
Total available for sale $ 84,428 $ (27,007) $ 96,328 $ (124,987) $180,756 $(151,994)
Held-to-maturity:

Municipal bonds and notes $301,749 $ (14,147) $ 68,663 $ (6,080) $370,412 $ (20,227)
Mortgage-backed securities-other 65,473 (765) 65,473 (765)
Total held-to-maturity $301,749 $ (14,147) $ 134,136 $ (6,845) $435885 $ (20,992)
Total investment securities $386,177 $ (41,154) $ 230,464 $ (131,832) $616,641 $(172,986)

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
Fair Unrealized Unrealized Fair Unrealized

(In thousands) Value Losses Fair Value Losses Value Losses
Available for Sale:

Corporate bonds and notes $ 5116 $ (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 ®) 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) $ 125463 $ (5,688) $398,798 $ (16,305)
Total investment securities $355,641 $ (45,929) $ 244,401 $ (98,959) $600,042 $(144,888)
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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 March 31, 2009:

Corporate bonds and notes - The unrealized losses on the Company s investment in corporate bonds and notes increased to $83.2 million at
March 31, 2009 from $66.1 million at December 31, 2008. This portfolio consists of various trust preferred securities, both pooled and single
issuer, that are investment grade, below investment grade and unrated. The decline in market value 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. Recently,
several rating agencies downgraded many of these trust preferred securities to below investment grade, reflecting the stress that the financial
services sector has been under since the beginning of the economic downturn. As of the measurement date, management evaluates various
factors for pooled trust preferred securities including actual and estimated deferral and default rates that are implied from the underlying
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performance of the issuers in the structure and discount rates that are implied from observable and unobservable inputs. Based on this analysis,
management anticipates it will collect amounts due. The Company has the ability and intent to hold these investments until a recovery of the
amortized cost basis, which may be at maturity. As a result, the Company does not consider these investments to be other-than-temporarily
impaired at March 31, 2009.

Equity securities - The unrealized losses on the Company s investment in equity securities increased to $7.0 million at March 31, 2009 from $2.2
million at December 31, 2008. This portfolio consists primarily of investments in the common and preferred stock of other financial institutions
based in New England ($19.0 million of the total fair value and $7.0 million of the total unrealized losses at March 31, 2009) and perpetual
preferred stock of government sponsored enterprises (GSE) ($0.3 million of the total fair value at March 31, 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 and the Company s ability and intent to hold the investments for a reasonable
period of time sufficient for a forecasted recovery of amortized cost, the Company does not consider these investments to be
other-than-temporarily impaired at March 31, 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. Based
on this analysis, Webster determined that there was no deterioration in the credit of one specific issuer; therefore, Webster did not consider that
investment to be other-than-temporarily impaired at March 31, 2009.

Mortgage-backed securities-GSE ~ The unrealized losses on the Company s investment in GSE (agency) mortgage-backed securities decreased to
$64,000 at March 31, 2009 from $152,000 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 the

Company has the ability and intent to hold these investments until a recovery of amortized cost, which may be at maturity, the Company does

not consider these investments to be other-than-temporarily impaired at March 31, 2009.

Mortgage-backed securities-other - The unrealized losses on the Company s investment in mortgage-backed securities issued by entities other
than GSEs increased to $61.8 million at March 31, 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 the Company has the ability and intent to hold these investments until a recovery of amortized cost, which may
be at maturity, the Company does not consider these investments to be other-than-temporarily impaired at March 31, 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 March 31, 2009:

Municipal bonds and notes  The unrealized losses on the Company s investment in municipal bonds and notes increased to $20.2 million at
March 31, 2009 from $14.5 million at December 31, 2008. Approximately $6.1 million of the $20.2 million unrealized losses at March 31, 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 $20.2 million
unrealized loss was concentrated in 411 municipal bonds and notes with a fair value of $370.4 million.

Mortgage backed securities-other ~The unrealized losses on the Company s investment in mortgage backed securities decreased to $0.8 million at
March 31, 2009 from $1.8 million at December 31, 2008. Approximately $0.8 million at March 31, 2009 had been in an unrealized loss position
for twelve consecutive months or longer as compared to $1.8 million at December 31, 2008, a $1.0 million improvement. These securities carry
AAA ratings or Agency implied AAA credit ratings and are currently performing as expected. The $0.8 million unrealized loss was concentrated

in three securities with a total fair value of $65.5 million.

There were no significant credit downgrades on these held-to-maturity securities during the first quarter of 2009, and they are currently
performing as anticipated. Management does not consider these investments to be other-than-temporarily impaired and Webster has the ability
and intent to hold these investments to full recovery of the amortiz