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THE WASHINGTON SAVINGS BANK, F.S.B. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITIOM

January 31 July 31
2005 2004
(Unaudited) (Audited)
ASSETS
Cash $ 3,431,360 $ 3,004,533
Federal funds sold 6,499,000 9,974,000
Total cash and cash equivalents 9,930,360 12,978,533
Loans receivable - net:
Held for investment (net of allowance of $4,164,532 and $3,503,329 respectively) 502,978,856 466,020,833
Held for sale 15,573,131 14,696,830
Total loans receivable - net 518,551,987 480,717,663
Mortgage-backed securities - available for sale 2,011,794 2,155,182
Investment securities - held to maturity 5,646,070 5,587,560
Investment in Federal Home Loan Bank stock, at cost 4,848,300 4,495,000
Accrued interest receivable on loans 3,366,734 2,963,284
Accrued interest receivable on investments 28,463 29,420
Real estate held for investment 264,104 87,897
Real estate acquired in settlement of loans 1,748,021 689,971
Premises and equipment - net 6,163,308 6,305,829
Deferred income taxes 3,608,161 3,616,006
Other assets 843,622 1,853,301
TOTAL ASSETS $ 557,010,924 $ 521,479,646
LIABILITIES AND STOCKHOLDERS' EQUITY
Deposits:
Non-interest bearing $ 8,966,570 $ 10,345,534
Interest bearing 402,109,982 367,939,410
Total deposits 411,076,552 378,284,944
Other borrowings 89,900,000 89,900,000
Advances from borrowers for taxes and insurance 1,021,253 1,412,564
Accounts payable, accrued expenses and other liabilities 1,735,767 3,073,837
Income taxes payable 659,097 0
TOTAL LIABILITIES 504,392,669 472,671,345
STOCKHOLDERS' EQUITY:
Preferred stock, no stated par value; 10,000,000
shares authorized; none issued and outstanding - -
Common stock, $1 par value; 20,000,000 shares
authorized; 7,988,775 and 7,956,850 issued 7,988,775 7,956,850
Additional paid-in capital 1,765,160 1,704,955
Treasury Stock - 610,681 and 610,681 shares at cost (645,124) (645,124)
Retained earnings - substantially restricted 43,466,766 39,764,172
Accumulated other comprehensive income 42,678 27,448
TOTAL STOCKHOLDERS' EQUITY 52,618,255 48,808,301
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 557,010,924 $ 521,479,646

See notes to consolidated financial statements.



THE WASHINGTON SAVINGS BANK, F.S.B. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

INTEREST INCOME:

Interest and fees on loans

Interest on mortgage-backed securities
Interest and dividends on investments

Total interest income

INTEREST EXPENSE:
Interest on deposits
Interest on other borrowings

Total interest expense

NET INTEREST INCOME
Provision for loan losses

NET INTEREST INCOME AFTER PROVISION
FOR LOAN LOSSES

NON-INTEREST INCOME:

Loan-related fees

Gain on sale of loans

Gain on sale of real estate acquired in settlement of loans
Service charges on deposits

Rental Income

Other income

Total non-interest income

NON-INTEREST EXPENSE:

Salaries and benefits

Occupancy expense

Deposit insurance premiums and assessments
Depreciation

Donations

Advertising

Service bureau charges

Service charges from banks

Stationary, printing and supplies

Other taxes

Reversal of provision for losses on real estate acquired in settlement of loans
Other expense

Total non-interest expense
EARNINGS BEFORE PROVISION FOR INCOME TAXES
PROVISION FOR INCOME TAXES

NET EARNINGS

BASIC EARNINGS PER COMMON SHARE
DILUTED EARNINGS PER COMMON SHARE
AVERAGE COMMON SHARES OUTSTANDING

AVERAGE DILUTED COMMON SHARES

See notes to consolidated finanacial statements.

Three Months Ended

Six Months Ended

January 31, January 31,

2005 2004 2005 2004
$ 10,397,753 $ 7,292,688 $ 20,130,618 $ 14,481,422
27,764 31,066 58,013 61,634
219,273 184,070 404,857 386,751
10,644,790 7,507,824 20,593,488 14,929,807
3,087,275 2,168,350 5,967,675 4,406,458
953,266 659,948 1,797,444 1,335,818
4,040,541 2,828,298 7,765,119 5,742,276
6,604,249 4,679,526 12,828,369 9,187,531
670,000 120,000 1,190,000 180,000
5,934,249 4,559,526 11,638,369 9,007,531
411,680 448,921 913,327 916,223
765,766 619,298 1,547,227 1,103,680
0 0 2,646 0
35,540 45,652 77,323 90,623
178,969 191,407 358,877 382,569
52,287 72,470 108,681 140,444
1,444,242 1,377,748 3,008,081 2,633,539
2,257,082 1,666,375 4,315,663 3,050,457
181,611 187,123 383,037 370,111
40,937 31,294 79,614 60,337
167,633 141,380 327,249 289,881
413 3,293 3,523 4,780
35,806 23,674 73,991 54,349
114,054 106,848 220,841 206,892
35,152 34,248 68,429 71,264
67,647 65,534 139,348 140,425
33,910 35,703 70,970 70,356
0 0 0 7,450
674,236 499,882 1,277,994 1,046,559
3,608,481 2,795,354 6,960,659 5,372,861
3,770,010 3,141,920 7,685,791 6,268,209
1,449,000 1,198,000 2,954,200 2,356,900
$ 2,321,010 $ 1,943,920 $ 4,731,591 $ 3,911,309
$ 0.32 $ 0.28 $ 064 $ 0.56
$ 0.28 $ 0.24 $ 0.58 $ 0.49
7,363,177 6,997,064 7,355,961 6,972,235
8,248,808 7,947,253 8,226,469 7,976,210




THE WASHINGTON SAVINGS BANK, F.S.B. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

SIX MONTHS ENDED JANUARY 31, 2005 AND 2004

BALANCE, AUGUST 1, 2003
Exercise of Stock Options
Treasury Stock Issued to Profit Sharing
Comprehensive Income:
Net earnings
Net changes in unrealized depreciation
on available for sale securities (net of
reclassification adjustment

Total comprehensive income

Cash dividend ($0.05 per common share
paid quarterly)

BALANCE, JANUARY 31, 2004

BALANCE, AUGUST 1, 2004
Exercise of Stock Options
Comprehensive Income:
Net earnings
Net changes in unrealized appreciation
on available for sale securities (net of
reclassification adjustment

Total comprehensive income

Cash dividend ($0.07 per common share
paid quarterly)

BALANCE, JANUARY 31, 2005

Accumulated

Additional Other Total
Common Paid-In Treasury Retained Comprehensive Stockholders'
Stock Capital Stock Earnings Income (Loss) Equity
7,567,650 $ 92,502 $ (677,781) $ 32,449,769 $ 15035 $ 39,447,175
160,450 262,875 - - - 423,325
- 277,539 32,657 - - 310,196
- - - 3,911,309 - 3,911,309
- - - - 30,590 30,590
3,941,899
- - - (696,754) - (696,754)
7,728,100 $ 632,916 $  (645,124) $ 35,664,324 $ 45625 % 43,425,841
7,956,850 $ 1,704,955 $ (645,124) $ 39,764,172 $ 27,448 $ 48,808,301
31,925 60,205 - - - 92,130
- - - 4,731,591 - 4,731,591
- - - - 15,230 15,230
4,746,821
- - - (1,028,997) - (1,028,997)
7,988,775 $ 1,765,160 $ (645,124) $ 43,466,766 $ 42,678 $ 52,618,255




THE WASHINGTON SAVINGS BANK, F.S.B. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

OPERATING ACTIVITIES:

Net earnings

Adjustments to reconcile net earnings to net cash provided by operating activities

Provision for loan losses

Provision for losses on real estate acquired in settlement of loans
Depreciation

(Accretion)/Amortization

Gain on sale of other real estate ownec

Gain on sale of loans

Origination of loans - held for sale

Proceeds from sale of loans held for sale

Decrease in other assets

Increase in accrued interest receivable

Decrease in net deferred loan fees

Increase (decrease) in income taxes payable

Increase in accrued interest payable

Decrease in accounts payable, accrued expenses and other liabilities

Net cash provided by operating activities

INVESTING ACTIVITIES:

Net increase in loans

Purchase of mortgage-backed securities - available for sale
Repayment of mortgage-backed securities

(Purchase) redemption of Federal Home Loan Bank Stock
Recall of investment securities - held to maturity

Purchase of premises and equipment

Land development costs incurred

Development of real estate acquired in settlement of loans
Sale of real estate acquired in settlement of loans

Net cash used by investing activities
FINANCING ACTIVITIES:
Net (decrease) increase in demand deposits, NOW

accounts and savings accounts

Proceeds from issuance of certificates of deposit
Payments for maturing certificates of deposil
Net (decrease) in advance payments by borrowers for taxes and insurance
Cash dividend paid
Decrease in FHLB Advances
Decrease in other borrowings
Proceeds from exercise of stock options

Net cash provided (used) by financing activities

NET (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS, END OF PERIOC

CASH PAID DURING THE PERIOD FOR:
Income taxes
Interest
Non-cash transactions:
Issuance of stock to profit sharing plan:
Reduction in accrued expenses

Transfer from loans to foreclosed real estate

See notes to consolidated financial statements
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Six months ended

January 31,
2005 2004

$ 4,731,591 3,911,309
1,190,000 180,000

- 7,450

327,249 289,881
(58,512) (41,912)

(2,646) -
(1,547,227) (1,103,680)
(141,391,154) (179,755,024)
142,062,080 268,211,023
663,299 343,488
(402,493) (414,039)
707,314 305,505
1,005,477 (1,209,496)
178,218 8,060
(1,287,437) (339,400)
6,175,759 90,393,165
(39,752,270) (75,287,652)
- (1,914,433)

166,462 601,647
(353,300) 600,000

- 882,049

(184,728) (89,575)
(176,207) (3,297)
(425,128) -
266,659 -
(40,458,512) (75,211,261)
(7,593,045) 9,560,202
41,774,857 22,887,813
(1,619,054) (31,156,199)
(391,311) (668,034)
(1,028,997) (696,754)

- (12,000,000)

- (14,430,757)

92,130 424,661
31,234,580 (26,079,069)
(3,048,173) (10,897,165)
12,978,533 14,447,330

$ 9,930,360 3,550,165
$ 2,132,523 3,818,644

$ 7,485,636 5,740,677

$ - 308,859
- (308,859)

896,935 499,735



THE WASHINGTON SAVINGSBANK, F.S.B. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. Financia Statements

The Consolidated Financial Statementsfor the three and six months ended January 31, 2005 and 2004 have
been prepared by The Washington Savings Bank, F.S.B. ("WSB") without audit. Inthe opinion of management,
al adjustments (which include only normal recurring adjustments) necessary to present fairly the financial
position, results of operations, and cash flows at January 31, 2005, and for all periods presented have been made.

Certain information and footnote disclosures normally included in financial statements prepared in
accordance with accounting principles generally accepted in the United States of Americahave been condensed
or omitted pursuant to the rules and regulations of the Securities and Exchange Commission and the Office of
Thrift Supervision. Management believesthat the disclosures are adequate to make theinformation presented not
misleading. These financial statements should be read in conjunction with the financial statements and notes
thereto included in WSB's Annual Report on Form 10-K for the year ended July 31, 2004 (the “2004 Annual
Report”). There have been no significant changes to WSB’s Accounting Policies as disclosed in the 2004
Annual Report. The results of operations for the period ended January 31, 2005, are not necessarily
indicative of the operating results for the full year.

Certain prior year's amounts have been reclassified to conform with the current year's presentation.

2. Earnings Per Common Share

Thefollowing isthe reconciliation of the numerators and denominators of the basic and diluted Earnings
Per Common Share (“EPS”) computation for all periods presented in the Consolidated Statements of Operations.

Three Months Ended January 31,

2005 2004
Income Shares Per Share Income Shares Per Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount

Basic EPS
Income available
to common
stockholders $ 2,321,010 7,363,177 $ 032 $ 1,943,920 6,997,094 $ 0.28
Effect of Dilutive
Options
Incremental Shares 885,631 950,159
Diluted EPS
Income available to
Common Stockholders $ 2,321,010 8,248,808 $ 028 $ 1,943,920 7,947,253  $ 0.24




THE WASHINGTON SAVINGSBANK, F.S.B. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Six Months Ended January 31,

2005 2004
Income Shares Per Share Income Shares Per Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount

Basic EPS
Income available
to Common
Stockholders $ 4,731,591 7,355,961 $ 064 $ 3,911,309 6,972,235 $ 0.56
Effect of Dilutive
Options
Incremental Shares 870,508 1,003,975
Diluted EPS
Income available to
Common Stockholders $ 4,731,591 8,226,469 $ 058 $ 3,911,309 7,976,210 $ 0.49

All optionswereincluded in the computation of diluted EPS becausethe options’ exercise priceswere lower
than the average market price of the common stock for the three and six months ended January 31, 2005 and
2004, respectively.

3. Stock-Based Compensation

WSB hasincentive compensation plansthat permit the granting of incentive and non-qualified awardsin the
form of stock options. Generally, the terms of these plans stipul ate that the exercise price of options may not be
lessthan thefair market value of WSB’ s common stock on the date the options are granted. Optionsvest over a
two year period from the date of grant, and generally expire not later than ten years from date of grant.

WSB has adopted the disclosure-only provisions of Statement of Financial Accounting StandardsNo. 123,
“Accounting for Stock-Based Compensation” (Statement 123) which alows an entity to continue to measure
compensation costs for those plans using the intrinsic value-based method of accounting prescribed by APB
Opinion No. 25, “Accounting for Stock I ssued to Employees.” WSB haselected to follow APB Opinion 25 and
related interpretationsin accounting for its employee stock options. Accordingly, no compensation expense has
been recorded in these financial statements as aresult of any stock-based awards, as al options granted had an
exercise price equal to the market value of the underlying common stock as of the date of grant.

The pro-formainformation below was determined asif WSB had accounted for its employee stock options
under thefair value method of Statement 123. For purposes of pro formadisclosures, the estimated fair val ue of
the optionsisamortized to expense over the options’ vesting period. WSB’ spro formainformationisasfollows:



THE WASHINGTON SAVINGSBANK, F.S.B. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

For the three months ended

January 31 January 31
2005 2004
Net Earnings
NSl =Y 010 5 (=T $ 2,321,010 $ 1,943,920
Deduct: Total stock-based compensation expense determined under fair
value-based method for all awards, net of related tax effects.................... (16,151) (118,101)
=T (o3 (0] 101 F- VT $ 2,304,859 $ 1,825,819
Basic earnings per common share:
NS =Y 010 £ (=T $ 0.32 $ 0.28
PrO fOrmMa. .. e $ 0.31 $ 0.26
Diluted earnings per common share:
AN €T oo 4 (=T 1P $ 0.28 $ 0.24
T I {0 = P $ 0.28 $ 0.23

For the six months ended

January 31 January 31
2005 2004

Net Earnings

y N (=] o 0] £ (=Y o F P PP $ 4,731,591 $ 3,911,309
Deduct: Total stock-based compensation expense determined under fair
value-based method for all awards, net of related tax effects.................... (32,302) (236,201)

PrO fOMMA. .. et $ 4,699,289 $ 3,675,108
Basic earnings per common share:

YN (=] o 0] 1 (=Y o F PSPPI $ 0.64 $ 0.56

PrO fOIMA. .. e e e e e e e $ 0.64 $ 0.53
Diluted earnings per common share:

AS TEPOIEU. .. et eet ettt et et e e et e et e e et e $ 0.58 $ 0.49

PrO fOMMa. .. i $ 0.57 $ 0.46

4. New Accounting Pronouncements

The Emerging Issues Task Force has reached a consensus on Issue 03-1, “Meaning of Other Than
Temporary Impairment” (Issue 03-1). The Task Force reached a consensus on an other-than-temporary
impairment model for debt and equity securities accounted for under Statement of Financial Accounting
Standards No. 115. “Accounting for Certain Investments in Debt and Equity Securities” and cost method
investments. Thebasic model devel oped by the Task Forcein evaluating whether an investment within the scope
of Issue 03-1 is other-than-temporarily impaired is as follows: Step 1. Determine whether the investment is
impaired. An investment is impaired if its fair value is less than its cost. Step 2: Evaluate whether the
impairment isother-than-temporary. Step 3: If theimpairment is other-than-temporary, recognize animpairment
loss equal to the difference between the investment’s cost and its fair value. The three-step model used to
determine other-than-temporary impairments shall be applied prospectively to all current and future investments
ininterim or annual reporting periods beginning after June 15, 2004. The adoption of Issue 03-1 did not havea
material impact on WSB’ s financial condition or results of operations.



THE WASHINGTON SAVINGSBANK, F.S.B. AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

In December 2004, the Financial Accounting Standards Board (“FASB”) issued Statement No. 123 (R),
Share-Based Payment. This statement replace Statement of Financial Accounting Standards No. 123 (“SFAS
123"), Accounting for Stock-Based Compensation, and supersedes APB Opinion No. 25, Accounting for Stock
Issued to Employees. SFAS 123(R) will require compensation costsrel ated to share-based payment transactions
to berecognized in thefinancial statements (with limited exceptions). Theamount of compensation cost will be
measured based on the grant-date fair value of the equity of liability instrumentsissued. Compensation cost will
be recognized over the period that an employee provides servicein exchangefor theaward. SFAS 123(R) must
be adopted as of the first interim or annual reporting period that begins after June 15, 2005. WSB is currently
evaluating both the timing and method of adopting the new standard.



THE WASHINGTON SAVINGSBANK, F.S.B. AND SUBSIDIARIES
MANAGEMENT'SDISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
Item 2.

Generd

The Washington Savings Bank, F.S.B. and Subsidiaries (“WSB”) results of operations are primarily
determined by the difference between the interest income and fees earned on loans, investments and other
interest-earning assets and the interest expense paid on deposits and other borrowings and other interest-bearing
liabilities. The difference between the average yield earned on interest-earning assets, and the average cost of
interest-bearing liabilities is known as net interest-rate spread. The principal expenseto WSB isthe interest it
pays on deposits and other borrowings. The difference between interest income on interest-earning assets and
interest expense on interest-bearing liabilities is referred to as net interest income. Net interest income is
significantly affected by general economic conditionsand by policies of state and federal regulatory authorities
and the monetary policies of the Federal Reserve Board. WSB's net income is also affected by the level of its
non-interest income, including loan related fees, deposit-based fees, rental income, operations of its service
corporation subsidiary, gain on sale of real estate acquired in settlement of loans (“REQ”), and gain on sale of
loans, aswell asits operating and tax expenses.

Critical Accounting Policies

The preparation of consolidated financial statements requires management to make judgments in the
application of certain of itsaccounting policiesthat involve significant estimates and assumptions about the effect
of mattersthat areinherently uncertain. These estimates and assumptions are based on information available as
of the date of the financial statements, and may materially impact the reported amounts of certain assets,
liabilities, revenues and expenses astheinformation changesover time. Accordingly, different amounts could be
reported as a result of the use of revised estimates and assumptions in the application of these accounting
policies.

Accounting policies considered relatively more critical dueto either the subjectivity involved in the estimate
and/or the potential impact that changes in the estimates can have on the reported financial results include the
accounting for the allowance for loan losses. Information concerning this policy is included in the “ Critical
Accounting Policies” section of Management’ s Discussion and Analysisin WSB’s 2004 Form 10-K. Therewere
no significant changes in this accounting policy during the first six months of fiscal 2005.

Both basic and diluted EPS amounts are shown on the Consolidated Statements of Operations. However,
“basic earnings’ per shareisutilized inthisreport’ s narrative when per share amountsare listed, unless otherwise
stated.

Consolidated Results of Operations

Net earningsfor three and six months ended January 31, 2005 were $2,321,000, or $0.32 per basic shareand
$0.28 per diluted share, and $4,732,000, or $0.64 per basic share and $0.58 per diluted share, compared to net
earnings of $1,944,000 or $0.28 per basic share and $0.24 per diluted share, and $3,911,000, or $0.56 per basic
share and $0.49 per diluted share, for the corresponding fiscal 2004 periods. Net earnings for the three and six
month periods ended January 31, 2005, represent increases of $377,000 or 19%, and $820,000, or 21% over the
same periods last year.



THE WASHINGTON SAVINGS BANK, F.S.B. AND SUBSIDIARIES
MANAGEMENT'SDISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
(Continued)

Theincreasein net earningsfor the six month period of 2005 was primarily dueto anincreaseininterest and
feeson loansresulting from higher balances of higher-yielding loans, which waspartially offset by theincreases
in non-interest expenses, compared to same period last year.

During the third quarter of fiscal 2004, WSB entered into a supervisory agreement with the OTS that
addressed a number of supervisory issues primarily related to compliance. Under the supervisory agreement,
among other things, WSB must (i) comply with variousfederal lawsand regulationsrelated to bank secrecy and
real estate lending, (ii) conduct annual compliance audits and (iii) review and revise certain loan policies and
procedures. In addition to adopting anumber of policiesand procedures addressing these supervisory issues, we
have submitted to the OTS a comprehensive three year business plan, which among other things, discussesthe
limitationsfor each type of loan activity, including our construction loan portfolio. If wefail to comply with the
supervisory agreement, including compliance with the various policies and business plan required, we may be
subject to additional enforcement action including the imposition of civil money penalties. The OTS has
approved WSB'’ sbusiness plan as submitted. WSB has adopted all of these policiesrequired by the Supervisory
Agreement and has been approved as submitted.

The principa effectsof this Supervisory Agreement on WSB’ sloan portfolio isexpected to beareductionin
the rate of growth of its construction loans and a change of the composition of the construction loan portfaolio.
The construction loan portfolio will also continueto be affected by general economic conditions and the demand
in WSB’s markets for new construction projects. For these and other factors, management of WSB does not
expect its construction loan portfolio to grow at rates comparableto those inrecent periods. If the construction
loan portfolio’ sgrowth islimited by the effect of thispolicy or general economic conditions, WSB’ snet interest
rate spread and net interest income may be adversely affected.

On February 11, 2005, WSB announced aplan to reduceits concentrationin residential construction lending,
primarily through a reduction of non-owner occupied residential construction. This reduction, along with a
continuing tightening of credit standards, may affect future earnings and growth.

Interest Income/Expense

Total interest income increased $3.1 million, or 41.8%, for the second quarter of fiscal 2005, and increased
$5.7 million, or 37.9% for the six month period ending January 31, 2005, compared to the corresponding periods
last year, due primarily to an increase in the average volume of interest-earning assets. The average six-month
bal ance of interest-earning assetsincreased to $528.9 million from $402.1 million, due primarily to anincreasein
theloan portfolio, which includes an increase of $53 millionin construction loans. Theincreasein averageyield
on interest-earning assets to 7.79% from 7.44% is the result of a slightly higher interest rate environment, in
general.

Total interest expense increased $1.2 million, or 42.9%, and $2.0 million, or 35.2% for the three and six
month periods ended January 31, 2005, respectively, compared to the same period in the prior year. The
increases were attributable to an increase in the average volume on WSB's interest-bearing liabilities offset
partialy by adight declinein WSB’ s average interest rate for the interest-bearing liabilities. For the six month
period ended January 31, 2005, WSB's average interest-bearing liabilities were $489.5 million with an



THE WASHINGTON SAVINGS BANK, F.S.B. AND SUBSIDIARIES
MANAGEMENT'SDISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
(Continued)

average rate of 3.37%, compared to $361.5 million with an average rate of 3.56%, for the corresponding period
last fiscal year.

Net interest incomeincreased $1.9 million, or 41.1%, and $3.6 million, or 39.6%, respectively, for thethree
and six month periods ended January 31, 2005, compared to the same periodsin the prior fiscal year. Dueto a
higher average return of WSB’s interest-earning assets, primarily loans, and a dightly lower average cost of
WSB'’ sinterest-bearing liabilities, primarily depositsand borrowings, WSB'’ snet interest rate spread increased to
4.42% for the six month period ended January 31, 2005 from 3.88% for the same period in the prior fiscal year.
The ratio of WSB'’s interest-bearing assets to interest-bearing liabilities decreased to 108.04% from 111.25%.

Provisions for Loan and REO L osses

WSB'’ sloan portfolio is subject to varying degrees of credit risk. Credit risk ismitigated through portfolio
diversification, limiting exposure to any single customer, or industry. WSB maintains an allowance for loan
losses (the “allowance”) to absorb losses inherent in the loan portfolio. The allowance is based on careful,
continuous review and eval uation of theloan portfolio, along with ongoing, quarterly assessments of the probable
lossesinherent in that portfolio. The methodology for assessing the appropriateness of the allowance includes:
(1) aformula allowance reflecting historical 1osses by credit category, (2) the specific allowance for risk rated
creditson anindividual or portfolio basis, and (3) anonspecific all owance which considersrisk factors not taken
into factor by the other two components of the methodology. The amount of the allowanceisreviewed monthly
by WSB’s Loan Committee, and reviewed and approved monthly by the Board of Directors.

Thealowanceisincreased by provisionsfor |oan losses, which are charged to expense. Charge-offsof loan
amounts determined by management to be uncollectible or impaired decrease the all owance, while recoveries of
loans previously charged-off are added back to the allowance. WSB makes provisions for credit losses in
amounts necessary to maintain the allowance at an appropriate level, as established by use of the allowance
methodology. Under the methodology, WSB considers trends in credit risk against broad categories of
homogenous loans, aswell as aloan by loan review of loans criticized or classified by management. Resulting
provisions were $1,190,000 for the six months ended January 31, 2005 and $180,000 for the same period in
2004. Net loan charge-offs of $528,797 and $91,231, were recorded in the six months ended January 31, 2005,
and 2004 respectively. The charge-offsconsisted of $235,000 of residential construction loansand $294,000in
residential conventional loans. The construction loans consisted of loans to individual borrowers that are
involved with abuilder that defaulted on their constructions. Theresidential conventional |oans consisted of three
foreclosuresthat WSB charged-off based on the fair market value of theseloans. Theratio of net charge-offsto
loans held-for-investment was 0.105% in 2005, compared to 0.025% in 2004.

During the six months ended January 31, 2005, the allowanceincreased by $661,203, or 19%, to $4,164,532
from $3,503,329 at July 31, 2004. At January 31, 2005, the allowance was 0.82% of total loans held-for-
investment, versus 0.75% of total loans held-for-investment, at July 31, 2004.
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The increase in the provision is the result of the increased loan portfolio as well as an increase in assets
subject to management’s criticism. Review by WSB’s Loan Committee of assets subject to management’s
criticismincludesanincreasein WSB’ sclassified loans, including theloanswhich meet the sub-standard criteria,
causing collateral deficiencies that may reflect possible losses. Based on the review of the individual loans
involved, management estimates probablelosses. M anagement has continued to assessthe probablelossesas new
and relevant data is obtained.

Management believesthat the allowance reflectsits best estimate of thelosses existing in the $507.1 million
loan-held for investment portfolio as of January 31, 2005. The $15.6 million loan held-for-sale portfolio has
already been committed to be purchased by investors at January 31, 2005 and will be settled subsequent to that
date. Analysisof WSB’shistory of sold loansindicates that no credit |osses have been realized after the sale of
loans. WSB’s determination of the adequacy of the allowance requires significant judgment, and estimates of
probable losses inherent in the loans-held for investment portfolio can vary significantly from the amounts
actually observed. While management uses availableinformation to recognize probablelosses, future additions
to the allowance may be necessary based on changes in the credits comprising the portfolios, changes in the
financial condition of borrowers, such as may result from changes in economic conditions, or other
considerations determined by management to be appropriate. In addition, various regulatory agencies, as an
integral part of their examination process, periodically review theloan portfolio and the allowance. Such review
may result in additional provisions based upon their judgments of information available at the time of each
examination.

Management has devel oped a comprehensive review process to monitor the adequacy of the allowance for
loan losses. The review process and guidelines were developed utilizing guidance from federal banking
regulatory agenciesand relies on relevant observabledata. The observable data considered in the determination
of the allowanceis modified asmorerelevant databecomesavailable. Theresultsof thisreview process support
management’s view that the allowance reflects losses within the loan portfolio as of the balance sheet date.
Pleaserefer to WSB’ s 2004 Form 10-K under the caption “ Significant Accounting Policies’ for an overview of
the underlying methodology management employs on a monthly basis to maintain the allowance.

Changes in the estimation methods may take place based on the status of the economy and the estimate of
the value of the property securing loans and as a result, the allowance may increase or decrease. Future
adjustments could substantially affect the amount of the allowance.

Loans held-for-investment increased by $37.6 million or 8% since July 31, 2004. Most of thischangewas
attributable to higher volume of residential first trust lending. The construction loan portfolio increased slightly
over the period to $227.2 million at January 31, 2005 from $226.4 million at July 31, 2004. Construction |oans
have relatively short terms, typically nine months or less. Due to the nature of construction loans, credit and
collateral issues are generally identified quickly. Management monitors its construction portfolio closely for
potential credit problems. WSB’ s allowance model considers not only loan growth but also the composition of
loan growth and the relative credit risk associated with specific sectors within the loan portfolio.
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At January 31, 2005, total non-performing assets were $4.7 million or 0.93% of total loans held-for-
investment, compared to $3.6 million or 0.77% of total loans held-for-investment, at July 31, 2004. The
allowance for loan losses to total non-performing loans represented 88% of the allowance at January 31, 2005,
versus 97% at July 31, 2004. Significant variationin the coverageratio may occur from period to period because
the amount of non-performing loans dependslargely on the condition of asmall number of individual creditsand
borrowersrelative to thetotal loan and lease portfolio. Non-performing loansinclude $1.1 million in loansthat
are contractually past due 90 days or more but with current payments, compared to $1.6 million at July 31, 2004.
Although these loans have current payments, request for extensions need to be formally filed on their current
contract to extend the maturity date to bring the loan to current status. Classified |oans exceeding $300,000 are
evaluated individually as part of the cal culation of the adequacy of the allowance. The evaluation of theseloans
indicates that there is minimal risk associated with these classified |oans.

Based upon management's analysis of WSB’s Real Estate Owned (“REQ”), WSB made no provisions for
write-down or lossfor the six month period ending January 31, 2005. REO held at January 31, 2005 and July 31,
2004, was $1.7 million and $690,000, respectively, which was net of no reservesfor REO losses at January 31,
2005 and July 31, 2004.

Non-Interest Income

Total non-interest income increased $66,000, or 4.8%, and $375,000, or 14.2%, for the three and six month
periods ended January 31, 2005, respectively, compared to the same periodsin the prior year. Theincreasesfor
both periods were attributabl e to an increase on the gain on sale of loans sold in secondary market which offset
the decrease in rental income.

Gain on the sale of loans increased by $146,000 and $444,000 for the three and six month periods ending
January 31, 2005 respectively, compared to the corresponding periods last year. The increase was due to the
current interest rate environment on mortgage loans originated for sale in the secondary market. Even though
there was a dight increase in mortgage interest rates, rates have remained at historically low levels, which has
had a positive effect on mortgage loan originationsthat are then sold in the secondary market. WSB’ s ability to
realize gainsin future periods dependslargely on interest rates and the demand for mortgage loans. Real estate
loans closed for the three and six month periods ended January 31, 2005, were approximately $175.0 million and
$374.2 million, respectively, compared to approximately $165.4 million and $386.4 million, respectively, for the
same periodslast year. WSB’sloansin process, which areloansthat have not yet settled as of January 31, 2005
increased to $144.8 million, compared to $89.7 million at January 31, 2004.

The decrease in rental income of $12,000 and $24,000 for the three and six month periods ending January
31, 2005 isprimarily dueto areduction of occupied space at the Corporate Bowie Building. The square footage
previousy designated for other businesses has decreased due to the additional space needed for the Bank’s
support staff.
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Non-Interest Expenses

During the three and six month periods ending January 31, 2005, non-interest expensesincreased $813,000,
29.1%, and $1.6 million, or 30.0%, respectively, as compared to the corresponding prior fiscal year periods.

The increase in non-interest expenses for the second quarter compared to the same period last year was
primarily due to increases of $591,000 in salaries and benefits, $26,000 in depreciation expense, $12,000 in
advertising, and $174,000 increase in other expense, which consisted primarily of professiona service,
foreclosure costs and machine rental. The increase for the six month period ended January 31, 2005, as
compared to the prior fiscal year period, consisted primarily of increases of $1.3 million in salaries and benefits,
$37,000 in depreciation, and $231,000 in other expenses. Theincreasein other expensesisaresult of increases
in professional services, machine rental, foreclosure costs and repairs and installation.

The increase in salaries is associated with loan production. The increase in professional feesincluded in
other expenses is the result of additional expenses associated with the Supervisory Agreement discussed in
“Results of Operations’, aswell asthe preparation for the required Sarbanes-Oxley Act Section 404 assertions.

Income Taxes

The effectiveincometax rate for the six months ended January 31, 2005 was 38.4% compared to 37.6% for
the same period last year.

Liquidity and Capital Resources

Total assets were $557.0 million and $521.5 million at January 31, 2005 and July 31, 2004, respectively.
The 6.8% increase in assets at January 31, 2005, compared to July 31, 2004, was primarily attributable to an
increase in the loans held-for-investment portfalio.

Deposits were $411.1 million at January 31, 2005, compared to $378.3 million at July 31, 2004. The
increase in deposits at January 31, 2005, compared to July 31, 2004, was primarily due to increases in the
origination of new certificates of deposit. These deposits were used to fund the new loan originations.

Total borrowings, which consisted of Federal Home Loan Bank (“FHLB”) advances, at January 31, 2005
were $89.9 million compared to $89.9 million at July 31, 2004. In the first quarter of thisfiscal year, WSB
borrowed an additional $10 million, which consisted of $5.0 million at afixed rate of 3.95% and $5.0 million
with afixed rate of 4.19%. A $5.0 million fixed rate of 3.81 was replaced with an adjustable rate advance that
was called during the quarter. The balance of the variable daily rate advance decreased to $29.0 million,
compared to $39.0 million with avariable daily rate at July 31, 2004.

WSB continually seeks to increase its core deposits and advertises it’s lower-cost NOW accounts, no fee
checking incentives, an overdraft protection program, variable money fund savings account priced to current
interest rates, and the advantages of customer accessto ATM networks. During the six months ending January
31, 2005, WSB aso hasincreased brokered deposits. Thisincrease is due to the volume of WSB'’s
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loan originations. These deposits are accepted at terms and rates consistent with WSB' s current rates on retail
deposits and borrowed fund rates.

As amember of the FHLB system, and in order to maintain insurance with the Federal Deposit Insurance
Corporation (“FDIC"), WSB must maintain average daily balances of long-term liquid assets of not lessthan a
specified percentage of the average daily balance of its liquidity base (net withdrawable savings accounts and
borrowings during the preceding calendar month which are payable within oneyear). Liquid assetsare defined
as cash, Federal Reserve deposits, time and savings deposits in certain institutions, obligations of states and
political subdivisions thereof, highly rated corporate debt, mortgage loans and MBS, and accrued interest
receivable and principa on certain qualified unpledged assets, payable within five years. Internal sources of
liquidity used by WSB are various short-term investments, MBS, and short-term borrowings. WSB'slong-term
liquidity iscalculated at 4% of itsliquidity base. During January 2005, WSB'slong-term average daily balances
of liquid assets were $27.9 million, which exceeded the $17.5 million required.

Current regul ations require subsidiaries of aninstitution to be separately capitalized and requireinvestments
in and extensions of credit to any subsidiary engaged in activities not permissiblefor abank to bededucted in the
computation of an institution's regulatory capital. These regulations have affected WSB through its service
corporation subsidiary, which isengaged in real estate development and construction activities. At January 31,
2005, WSB'sinvestment in its service corporation subsidiary was $331,000, and the subsidiary's assets total ed
$388,000. Therefore, for regulatory capital cal culations, WSB was required to deduct $331,000 from its capital
and $388,000 from its assets. WSB's regulatory capital and regulatory assets below also reflect decreases of
$43,000 and $65,000, respectively, which represents unrealized gains (after-tax for capital deductionsand pre-tax
for asset deductions, respectively) on MBS classified asavailablefor sale. Inaddition, WSB'srisk-based capital
reflects an increase of $4.0 million representing the general loan loss alowance. Regulatory thrift capital ratios
required, WSB's actua ratios, and the amount over which WSB's ratios exceed regulatory ratios required, as of
January 31, 2005, are shown as follows.

Capital Regulatory WSB's Excess

Category Ratios Required WSB’s Ratio of Requirements Cadlculations Based Upon

Leverage $ 22,262,326 $ 52,244,372 $ 29,982,046 $ 52,244,372  Regulatory Capital
4.00% 9.39% 5.39% $556,558,157  Regulatory Assets

Tangible $ 8,348,372 $52,244,372 $ 43,896,000 $ 52,244,372  Regulatory Capital
1.50% 9.39% 7.89% $556,558,157  Regulatory Assets

Risk-Based $ 37,283,423 $ 56,223,203 $ 18,939,780 $ 56,223,203  Regulatory Capital
8.00% 12.06% 4.06% $466,042,782  Risk-Weighted Assets

WSB's management believesthat, under current regulations, WSB will continueto meet its minimum capital
requirementsin the foreseeable future. However, events beyond the control of WSB, such asa shift in interest
rates or adownturn in the economy in areas where WSB extends credit, could adversely affect future earnings
and, consequently, the ability of WSB to meet its future minimum capital requirements.
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On February 16, 2005, WSB declared a cash dividend of $0.07 per share to stockholders' of record as of
March 4, 2005 to be paid on March 18, 2005. WSB’sBoard of Directors considers cash dividendson aquarterly
basis.

The Qualified Thrift Lender ("QTL") Test currently requires that "qualified thrift investments' be at least
65% of portfolio assets as defined by the OTS. At January 31, 2005, WSB's ratio was approximately 91% of
defined portfolio assets.

Off Balance Sheet Transactions

WSB isaparty to financial instruments with off-bal ance sheet risk including commitmentsto extend credit
under existing lines of credit and commitments to sell loans. These instruments involve, to varying degrees,
elements of credit and interest rate risk in excess of the amount recognized in the consolidated balance sheets.

Off-balance sheet financial instruments whose contract amounts represent credit and interest rate risk are
summarized as follows:

Commitments to originate new loans $ 8,197,165
Unfunded commitments to extend credit under existing

construction, equity line and commercial lines of credit 140,757,990
Standby letters of credit 1,968,284
Commitments to sell loans held-for-sale 15,573,131

WSB does not have any unconsolidated special purpose entities or other similar forms of off-balance sheet
financing arrangements.

Commitmentsto originate new loans or to extend credit are agreementsto lend to acustomer aslong asthere
isno violation of any condition established in the contract. Loan commitmentsgenerally expirewithin 90 days.
Most equity line commitments for the unfunded portion of equity lines are for a term of 12 months, and
commercial lines of credit are generally renewable on an annua basis. Commitments generally have fixed
expiration dates or other termination clauses and may require payment of afee. Since many of the commitments
are expected to expire without being drawn upon, the total commitment amounts do not necessarily represent
future cash requirements. WSB evaluates each customer’ s creditworthiness on acase-by-case basis. Theamount
of collateral obtained, if deemed necessary by WSB upon extension of credit, is based on management’ s credit
evaluation of the borrower.

Commitmentsto sell loans held-for-sale are agreementsto sell loansto third parties at an agreed upon prices.

Contractual Obligations

The following chart list WSB’ s contractual obligations as of January 31, 2005:
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Payments due by period
(dollars in thousands)

Lessthan 1 More than 5
Tota year 1-3 years 3-5 years years
Long-term debt $ 89900 $ 29000 $ - $ 15000 $ 45,900
Operating leases 951 171 552 228 -
Time Deposits 321,792 89,864 88,606 140,002 3,320
Tota 412643 $ 119.035 $ 89158 $ 155230 $ 49,220

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Management of WSB considersinterest raterisk (“1RR”) and credit risk asthe two most significant factors
impacting WSB’ sfinancial performance. WSB currently utilizesno derivativesto mitigateitscredit risk, relying
instead on loan review and an adequate loan loss allowance. WSB’s exposureto IRR isreviewed on at least a
guarterly basis by the Board of Directors and management, and is measured in accordance with OTS Thrift
Bulletin No. 13a using interest rate risk sensitivity analysis, including Net Portfolio Value (“NPV”) and net
interest income under various rate scenarios.

The OTSprovidesall ingtitutionsthat file the Consolidated Maturity Rate Schedule (“ CMR”) as part of their
quarterly thrift financia report with an interest rate sensitivity report of NPV on a calendar quarter basis. The
NPV isdefined asthe netting of the present value of expected cash flowsrelated to existing assetsand liabilities
and off-balance sheet contracts. In addition to the discounted cash flow analysis, the OTS simulator model also
employs an option-based pricing approach to measuring the interest rate sensitivity of the NPV. Per the OTS
interest rate risk exposure report, WSB’ s sensitivity measure, or declineinthe NPV ratio, at December 31, 2004
wasaminimal 111 basispoints, compared to 20 basis pointsat December 31, 2003. This91 basis point increase
primarily resulted fromadlight increasein theinterest rates. WSB reliesonthe OTS model and does not prepare
its own model.

The following table compares the calculated estimates of change in NPV and net interest income as of
December 31, 2004 (the most recent dataavailable) to current limits established by management and approved by
the Board of Directors.

Percentage Change In

Net Portfolio Vaue
Net Interest Income asa% of PV of Assets
Basis Point Change Minimum oTS
In Market Rates Board Limits Projected Change Board Limits Projections
+200 -30% +17% 6% 15%
- 100 -30% - 8% 10% 14%
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Item 4. Controls and Procedures

WSB’ s management, under the supervision and with the participation of WSB’ s Principal Executive
Officer and Principal Financial Officer, evaluated the effectiveness of the design and operation of WSB’s
disclosure controlsand procedures, asdefined in Rules 13a-15(¢e) and 15d — 15(e) of the Securities Exchange Act
of 1934, as of theend of the period covered by thisreport. Based on that evaluation, WSB'’s Principa Executive
Officer and Principal Financia Officer concluded that WSB’ sdisclosure controlsand procedures are effectivein
timely alerting them to material information whichisrequired to beincluded in the periodic reporting that WSB
must file with the OTS. During the quarterly period covered by the report, there were no changes (including
corrective actionswith regard to significant or material weaknesses) inthe WSB’ sinternal controlsover financial
reporting that have materially affected, or are reasonably likely to materially affect WSB'’ sinternal controlsover
financial reporting.

PART II.

Item 2. Amendments to Articles of Incorporation or Bylaws.

On February 16, 2005, the Board of Directors of the Bank amended the Amended and
Restated Bylaws:

e To provide that the Executive Committee be comprised of three or more directors rather than
the chief executive officer and two other directors as was previously required; and

e Toeliminatetherequirement that the President bethe Chief Executive Officer unlessthe Board
of Directors designates the Chairman of the Board as the Chief Executive Officer, and to
provide that the Board may, but is not required to, designate whether there isa chief executive
officer.

In addition, the Board of Directors made some additional amendments to the Amended and
Restated Bylaws to conform the Amended and Restated Bylaws to the above listed changes.

In accordance with the Office of Thrift Supervision (“OTS”) regulations, the Bank submitted
these amendments to its Amended and Restated Bylaws as On February 22, 2005. The amendments
will automatically be effective thirty (30) days from the date of filing with the OTS, unlessthe OTS
notifies the Bank within this time period that the amendments are not approved.

The above summary of the amendmentsto the Amended and Restated Bylaws does not purport
to be completeand isqualified initsentirety by referenceto the full text of the Amended and Restated
Bylaws, as amended, filed as Exhibit 3.1 to this report and incorporated by reference herein.

Item 4. Submission of Matters to aVote of Security Holders

Incorporated by reference in WSB’ s Form 10-Q dated December 14, 2005.
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Item 5. Other Information

On February 11, 2005, WSB announced the retirement of William J. Harnett as Chief Executive Officer.
Mr. Harnett will remain as Chairman of the Board.

WSB'’ s independent directors, who had been previously informed of Mr. Harnett’ s desire to retire, are
conducting the search for his successor. In the interim, Kevin P. Huffman, the bank’s President and Chief
Operating Officer, will assume |eadership of the management team.

At the current time, WSB cannot predict the short-term or long-term effect of these changes on current
levels of WSB'’s assets, liabilities, profitability or continued growth. Current management is working on
developing arevised businessplan, and it is expected that the new Chief Executive Officer will have asignificant
role in implementing WSB' s future strategic direction.

FORWARD-LOOKING STATEMENTS

ThisQuarterly Report on Form 10-Q includes statementsthat may constitute forward looking statements,
usually containing the words “believe,” “estimate,” “project,” “expect,” “intend,” or similar terms. These
statements are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of
1995. Forward looking statements inherently involve risks and uncertainties that could cause actua results to
differ materially from those reflected in the forward-looking statements. Factorsthat could causefutureresultsto
vary from current expectations include, but are not limited to, the following: changes in economic conditions
(both generally and more specifically in the markets in which WSB operates); changesin the levels of interest
rates, deposit flows, loan demand, |oan prepayments and real estate values, competition; changes in accounting
principles; government legislation and regulation; and other risks that are specifically mentioned in this Report
and in WSB’s Annual Report on Form 10-K for the year ended July 31, 2004.

[tem 6. Exhibits

3.1 Amended and Restated Federal Stock Charter of WSB. (Incorporated by reference from
WSB'’s Quarterly Report on Form 10-Q for the quarter ended January 31, 1997.)

32 Amended and Restated By-Laws of WSB. (Incorporated by reference from WSB's
Form 8-K, asfiled on February 22, 2005.)

3.3  Certificate of Amendment to Federal Stock Charter of WSB. (Incorporated by reference
from WSB’ s Definitive Proxy Statement filing for the year ended July 31, 2001, asfiled
on October 22, 2001.)

10.1 Stock Option Plan for Non-Employee Directors of WSB. (Incorporated by reference from

WSB's Definitive Proxy Statement filing for the year ended July 31, 1995, as filed on
October 24, 1995.)
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104

105

311

31.2

321

32.2

1997 Omnibus Stock Plan of WSB. (Incorporated by reference from WSB’s Definitive
Proxy Statement filing for the year ended July 31, 1997, asfiled on October 22, 1997.)

1999 Stock Option and Incentive Plan of WSB. (Incorporated by reference from WSB’s
Definitive Proxy Statement filing for the year ended July 31, 1999, as filed on October 21,
1999.)

2001 Stock Option and Incentive Plan. (Incorporated by reference from WSB’s Definitive
Proxy Statement filing for the year ended July 31, 2001, asfiled on October 29, 2001).

Supervisory Agreement dated March 19, 2004 by and between The Washington Savings Bank,
F.S.B. and The Office of Thrift Supervision (Incorporated by reference from WSB’s Current
Report on Form 8-K filed on March 19, 2004).

Certification of Principal Executive Officer pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002 (Filed herewith).

Certification of Principal Financia Officer pursuant Section 302 of the Sarbanes-Oxley Act of
2002. (Filed herewith).

Certification of Principal Executive Officer pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002. (Furnished herewith).

Certification of Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002. (Furnished herewith).
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SIGNATURES

Pursuant to the requirements of the Securities and Exchange Act of 1934, the Registrant has duly caused this
Report to be signed on its behalf, by the undersigned, thereunto duly authorized.

THE WASHINGTON SAVINGS BANK, F.S.B.

By: /s/ Kevin P. Huffman
Kevin P. Huffman
President and Chief Operating Officer

By: /s/ Randall M. Robey
Randall M. Robey
Senior Vice President and Chief Financial Officer

Date: March 11, 2005
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EXHIBIT 31.1

CERTIFICATION OF PRESIDENT AND CHIEF OPERATING OFFICER PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Kevin P. Huffman, President and Chief Operating Officer of The Washington SavingsBank, F.S.B. (“WSB”), certify that:
1. | havereviewed this quarterly report on Form 10-Q of WSB;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of amaterial fact or omit to
state a materia fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this quarterly report;

3. Based on my knowledge, thefinancial statements, and other financial information included in thisquarterly report,
fairly presentinall material respectsthefinancial condition, results of operationsand cash flows of WSB asof, and
for, the periods presented in this quarterly report;

4. WSB'’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) for the registrant and we have:

a) designed such disclosure controlsand procedures, or caused such disclosure controlsand proceduresto be
designed under our supervision to ensure that material information relating to WSB, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this quarterly report is being prepared;

b) designed such internal control over financial reporting, or caused such interna control over financial
reporting to be designed under our supervision, to provide reasonabl e assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles; and

c) evauated the effectiveness of WSB’ s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evauation; and

d) disclosedinthisreport any changeintheregistrant’ sinternal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materialy affect, the registrant’s
internal control over financial reporting; and

5. WSB'’sother certifying officer and | have disclosed, based on our most recent evaluation of internal control over
financial reporting to WSB’ s auditors and the audit committee of WSB’ sboard of directors (or persons performing
the equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect WSB’s ability to record, process,
summarize and report financial data; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in WSB’ sinternal control over financial reporting.

Date: March 11, 2005 By: /9 Kevin P. Huffman
Kevin P. Huffman
President and Chief Operating Officer




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Randall M. Robey, Sr. Vice-President and Chief Financial Officer of The Washington Savings Bank, F.S.B. (“WSB”),
certify that:

1. | havereviewed this quarterly report on Form 10-Q of WSB;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of amaterial fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this quarterly report;

3. Based on my knowledge, thefinancial statements, and other financial information included in thisquarterly report,
fairly presentinall material respectsthefinancial condition, results of operationsand cash flows of WSB as of, and
for, the periods presented in this quarterly report;

4. WSB'’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) for the registrant and we have:

a) designed such disclosure controlsand procedures, or caused such disclosure controlsand proceduresto be
designed under our supervision to ensure that material information relating to WSB, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this quarterly report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles; and

¢) evauated the effectiveness of WSB’ s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d) disclosedinthisreport any changein theregistrant’sinternal control over financia reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financia reporting; and

5. WSB's other certifying officer and | have disclosed, based on our most recent evaluation of internal control
over financial reporting to WSB'’s auditors and the audit committee of WSB’s board of directors (or persons
performing the equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect WSB’s ability to record, process,
summarize and report financia data; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in WSB’ sinternal control over financial reporting.

Date: March 11, 2005 By: /s/ Randall M. Robey
Sr. Vice President
and Chief Financia Officer




EXHIBIT 32.1

Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350

| hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, to my knowledge and on the date hereof, that the accompanying Quarterly Report on Form 10-Q of
The Washington Savings Bank, F.S.B. (“WSB") for the quarterly period ended January 31, 2005, fully complies
with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and that theinformation
contained in this Form 10-Q fairly presents, in all material respects, the financial condition and results of
operations of WSB.

By: s/ Kevin P. Huffman
Kevin P. Huffman
President and Chief Operating Officer

March 11, 2005
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EXHIBIT 32.2

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350

| hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, to my knowledge on the date hereof, that the accompanying Quarterly Report on Form 10-Q of The
Washington SavingsBank, F.S.B. (“WSB") for the quarterly period ended January 31, 2005, fully complieswith
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and that the information
contained in this Form 10-Q fairly presents, in al materia respects, the financial condition and results of
operations of WSB.

By: /s/ Randall M. Robey
Randall M. Robey
Sr. Vice President and Chief Financial Officer

March 11, 2005
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