














WMB's internal projections show capital ratios remaining above Well-Capitalized thresholds, even in a 
recession scenario; however, management's past forecasts have proven to be unreliable, and current 
forecasts are not credible in light of current conditions and past performance. In the past ten months, the 
2008 earnings projections for WMB have been repeatedly and significantly revised downward, from the 
initial net income projection of $2 billion in October 2007, to the current net loss expectation of at least 
$6 billion. In the current earnings forecast, management projects a return to profitability for WMB in the 
second quarter of2009 and positive net income of $4 billion in 2010, on a rapidly declining asset base. 
Projected 2010 net income would match the Bank's record earnings performance, a ROA of 1.37%, which 
was achieved with a much higher asset base. WMB previously achieved similar returns in 2002 and 
2003; however, this was a completely different market environment than today, when WMB enjoyed 
record mortgage origination volumes and very benign credit quality conditions. In summary, it is highly 
unlikely that WMB can realize core earnings improvement that exceeds historic averages to offset credit 
costs and bolster capital. Therefore, the Bank's forecast of capital adequacy is inadequate. 

Corrective Action 
The OTS is in the process of determining an appropriate course of action, with respect to a corrective 
program. A preliminary draft MOV is being circulated for review that calls for an updated 3-year 
business plan, maintenance of minimum Tier 1 Leverage Capital at 6.75% and Total Risk Based Capital 
at 11.75%, capital contingency planning, no dividends, adequate ALLL, a plan to reduce classified assets, 
correction of examination deficiencies, and for consultants to study risk management, management, and 
residential underwriting. The FDIC supports the provisions of the MOV; however, the FDIC is also 
proposing a provision that requires WMB to implement contingency capital planning that recognizes 
potential deterioration and sufficient capital for a stressed economic environment. OTS has indicated that 
it believes management will sign the MOV on 9/8/08. 

FDIC and OTS representatives met on 8128/08 to discuss potential WMB ratings differences. The 
discussion focused primarily on the bank's earnings projections and assumptions through 2010, and the 
resulting impact on the adequacy of capital ratios. The OTS staff had previously been provided with an 
earnings and capital analysis prepared by the FDIC. At the meeting, OTS provided the FDIC with 
additional bank documents. One document showed projected capital ratios through 12/31110, after 
applying various stresses to earnings projections. The worst case scenario in this presentation showed the 
Tier 1 Leverage Capital Ratio declining to a minimum of 6.66% at 12/31/09 and the Total Risk-Based 
Capital Ratio declining to 10.70% at 12/31110. The FDIC staff expressed concerns with the bank's 
projections, and questioned the ability of management to execute its business plan in the current difficult 
environment, particularly given management's track record. FDIC and OTS staff debated several specific 
assumptions in management's projections, and also debated the differences between management's 
projections and those contained in the FDIC analysis. This analysis illustrated the risks to the bank's 
earnings and capital if management was not able to successfully implement its current business plan based 
upon information known at the current time. The assumptions questioned by the FDIC staff included 
management's cost of funds projections, the adequacy of cumulative credit loss estimates, the ability of 
management to successfully remix earning assets, and the ability of management to grow retail deposits 
while eliminating most borrowed funds. Representatives from both agencies agreed to review the 
projections and assumptions in more detail and discuss the forecasts at a later time. 
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General 
WMB is owned by WMI. which is a non-diversified, multiple savings and loan holding company that is 
regulated as a unitary holding company because the charters of both of its Bank subsidiaries were 
supervisory acquisitions. The Bank is the largest savings and loan association in the country and the 
predominant legal entity in WMI, which has no significant subsidiaries outside of Bank's corporate 
structure. WMI' s earnings are derived almost entirely from the Bank and, therefore, earnings outside of 
the bank within the holding company will neither materially harm nor provide substantial benefit to 
WMB. The bank. operates over 2,200 branches in fifteen states and has no foreign operations. WMI is 
rated "Satisfactory" by OTS based on its 118/07 examination; however, the 2008 examination proposes a 
3, or less than satisfactory rating. The risk profile ofWMB is increasing and the institution poses high 
risk to the deposit insurance fund. 

Stan Ivie 
Regional Director 
San Francisco Region 
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