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Items to be Included in this Report
Item 2.02 Results of Operations and Financial Contibn

On October 23, 2014 , Columbia Banking System, isgtied a press release reporting its financialltefor the quarter ended September 30,
2014 . A copy of the press release is attacheddasExhibit 99.1 and is incorporated herein bgrence.

Item 8.01 Other Events

On October 23, 2014 , Columbia Banking System, issuied a press release announcing a regular dyadsh dividend of $0.16 per
common share and per share equivalent for holdggseterred stock and a special, diree cash dividend of $0.14 per common share an
share equivalent for holders of preferred stocle dlividends will be paid on November 19, 2014 tareholders of record at the close of
business on October 31, 2014. A copy of the prelssise is attached hereto as Exhibit 99.2 anddsporated herein by reference.

Iltem 9.01 Financial Statements and Exhibits

(d) The following exhibits are being furnished heité:

99.1 Press Release dated October 23, 2014 repémérfinancial results of Columbia Banking Systéma, for the quarter ended
September 30, 2014 .

99.2 Press Release dated October 23, 2014 anmguacegular quarterly dividend and a special, time-cash dividen:
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Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

COLUMBIA BANKING SYSTEM, INC.

Date: October 23, 2014 /sl MELANIE J. DRESSEL
Melanie J. Dressel
President and Chief Executive Officer
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99.1 Press Release dated October 23, 2014 regdtrfinancial results of Columbia Banking Systéme, for the quarter ended
September 30, 2014 .

99.2 Press Release dated October 23, 2014 anmguacegular quarterly dividend and a special, time-cash dividen:



Exhibit 99.1

(03 Columbia Banking System Inc.

FOR IMMEDIATE RELEASE
October 23, 201.

Contacts: Melanie J. Dresse
President ar

Chief Executive Office

(253) 3051911

Clint E. Stein

Executive Vice Preside
and Chief Financial Offic
(253) 593830«

Columbia Banking System Announces Third Quarter 204 Earnings

Highlights

* Announced merger agreement with Intermountain Commuity Bancorp

* Netincome 0f$21.6 millionand diluted earnings per share 0$0.41, up from net income o0f$21.2 million
and diluted earnings per share of $0.40 at June 3@014.

» Loan production of over $250 million during the quater, resulting in annualized noncovered loar
growth of over 11% for the current period

» Core deposit growth of $255 million, or 17% annualied, during the quartet

* Nonperforming assets to period end noncovered assaeduced t00.53% , a decrease 031 basis points
from year end and a decrease of 12 basis points froJune 30, 2014
» CEO Melanie Dressel named one (American Banker'sMost Powerful Women in Banking

TACOMA, Washington, October 23, 2014- Melanie Dressel, President and Chief Executitfec€ of Columbia
Banking System and Columbia Bank (NASDAQ: COLB) ¢t@mbia”) said today upon the release of Columlirarsl
guarter 2014 earnings, “I'm very pleased with aar and deposit production during the third quaBgrremaining
externally focused on organic growth, our bankergioue to deepen existing relationships as wedisaablish new
ones.” Ms. Dressel continued, “Our entire teamdias been hard at work preparing for the closinthef
Intermountain Community Bancorp acquisition we amed during the third quarter. I'm pleased to refiat we

have received FDIC and state regulatory approvalsaae proceeding toward a fourth quarter closaig.d




Significant Influences on the Quarter EndeSeptember 30, 2014
Balance Sheet

Noncovered loans were $4.58 billion at Septembe2804 , up $126.5 million , or 3% from $4.45 laitli at
June 30, 2014 . The increase in noncovered loasgdvien mostly by originations, which were oveb@2nillion
during the current quarter. Securities were $1ibibi at September 30, 2014 , an increase of $&iiltlon , or 1%
from $1.62 billion at June 30, 2014 .

Total deposits at September 30, 2014 were $6.8drbjlan increase of $259.3 milligrr4% from $5.99
billion at June 30, 2014 as balances trend towaad@nal peaks. Compared to year end 2013, totakidgmave
increased $284.9 million . Core deposits comprg¥ of total deposits and were $5.99 billion attSeyber 30,
2014 . The average rate on interest bearing liedslfor the quarter was 0.09% compared to 0.10%h®second
guarter of 2014.

Asset Quality

At September 30, 2014 , nonperforming assets tocon@red assets were 0.53% or $38.4 million , dowmf
0.65% , or $45.8 million , at June 30, 2014 . Nanaal loans decreased $2.6 million during the thirdrter driven b
payments of $4.3 million, the return of $2.0 mitliof nonaccrual loans to accrual status, chargeadf$1.0 million,
and $512 thousand of loans transferred to othéesate owned ("OREQ"), partially offset by $5.2lion of new
nonaccrual loans. Noncovered OREO and other perpomgerty owned ("OPPO") decreased by $4.9 miloning
the third quarter, primarily due to $4.7 millionsales and $630 thousand in write-downs, partafiyet by the

previously mentioned $512 thousand transferred ficans.




The following table sets forth, at the dates intidainformation regarding noncovered nonaccruah$oand

total noncovered nonperforming assets:

September 30, 2014

June 30, 2014 December 31, 2013

Nonaccrual noncovered loans:

(in thousands)

Commercial business $ 11,49( 11,48 % 12,60¢
Real estate:
One-to-four family residential 3,51 3,02¢ 2,66
Commercial and multifamily residential 8,46¢ 11,03¢ 11,04:
Total real estate 11,98: 14,06 13,71(
Real estate construction:
One-to-four family residential 1,031 1,04( 3,70¢
Total real estate construction 1,031 1,04( 3,70t
Consumer 3,49¢ 4,02¢ 3,991
Total nonaccrual loans 27,99¢ 30,61 34,01¢
Noncovered other real estate owned and other parpooperty owned 10,35 15,20: 23,91¢
Total nonperforming noncovered assets $ 38,35( 4581t $ 57,93t

The following table provides an analysis of the @amy's allowance for loan and lease losses ("ALldt'the

dates and the periods indicated:

Three Months Ended September 30,

Nine Months Ended September 30,

2014 2013 2014 2013
(in thousands)
Beginning balance $ 49,49 % 51,69¢ $ 52,28( $ 52,24«
Charge-offs:
Commercial business (1,349 (75E5) (3,29¢) (3,030
One-to-four family residential real estate — 47 (207) (197
Commercial and multifamily residential real estate (7) (657) (2,999 (2,059
One-to-four family residential real estate condiorc — — — (133
Consumer (620) (45%) (2,25€) (1,262
Total charge-offs (1,979 (1,919 (8,759 (6,670
Recoveries:
Commercial business 35€ 854 2,55¢ 1,31¢
One-to-four family residential real estate 63 3¢ 10< 18C
Commercial and multifamily residential real estate 14C 332 71€ 50¢
One-to-four family residential real estate condinrc 20 461 504 2,64¢
Consumer 34C 112 931 358
Total recoveries 91¢ 1,79¢ 4,812 5,01(
Net charge-offs (1,056 (119 (3,942 (1,660
Provision for loan and lease losses 1,50( 4,26( 1,60( 5,26(
Ending balance $ 49,93t $ 55,84 § 49,93t $ 55,84«




Columbia's allowance for loan losses to nonperfognnoncovered loans ratio was 178% at September 30
2014 , up from 162% at June 30, 2014 . The increages ratio was caused by a decrease in nonpeifg,
noncovered loans. The allowance for noncovered llosses to period end loans was 1.09% at Septedth@014
compared to 1.11% at June 30, 2014 . Excludingisedjloans, the allowance at September 30, 2014 septed
1.27% of noncovered loans, compared to 1.58% ofowered loans at December 31, 2013. The allowance t
noncovered loans, excluding acquired loans is a®AAP financial measure. See section titled "N®AAP Financia
Measures" on the last pages of this earnings eleathe reconciliation of the allowance to noneed loans,
excluding acquired loans. The decline reflectsngjrorganic loan growth as well as continued impnoset in the

Company's asset quality metrics.

For the third quarter of 2014 , Columbia had a ion of $1.5 million for noncovered loans. For the
comparable quarter last year the company had aspwawof $4.3 million . The provision recorded dwgithe current
guarter was driven by the combination of growtlth@ noncovered loan portfolio and $1.1 million &t toan charge-

offs experienced in the quarter.

Net Interest Margin ("NIM")

Columbia’'s net interest margin (tax equivalen®.85% for the third quarter of 2014 was consistetti the
linked quarter margin of 4.86% . Compared to theltuarter of 2013, Columbia'’s net interest madgoreased 52
basis points from 5.37% , primarily due to lowesreamental accretion on acquired loans, which was4stillion for
the prior year quarter, and only $9.4 million foetcurrent quarter. Columbia's net interest mdigithe current
guarter and year-to-date period was favorably irtezhby the correction of an immaterial error redati@ premium
amortization on mortgage-backed securities. Foremtformation on this correction, see paragrapéditCorrection

of Immaterial Error Related to Prior Periddwithin the section titled "Net Interest Income."

Columbia's operating net interest margin (tax egjeint)®, which excludes the correction noted above,
decreased to 4.22% for the third quarter of 20d@mpared to 4.27% for the second quarter of 20hé.decrease
from the second quarter of 2014 was primarily duthe current quarter having a higher average balanlower

yielding overnight funds. Compared to the third geiaof 2013, the




operating net interest margin decreased 19 basissgoom 4.41% primarily due to the continuing lawerest rate

environment.

The following table shows the impact to interesime resulting from accretion of income on acquicaah

portfolios as well as the net interest margin aperating net interest margin for the periods prestn

Three Months Ended Nine Months Ended
September 30, September 30,  September 30, September 30,
2014 2013 2014 2013

(dollars in thousands)
Incremental accretion income due to:

FDIC acquired impaired loans $  4,20¢ $ 7,060 $ 16,42¢ $ 2327

Other FDIC acquired loans 17t 26¢€ 474 1,97¢

Other acquired loans 5,04( 10,02¢ 16,13¢ 19,66(
Incremental accretion income $ 9,42( $ 1735¢ $ 33,03¢ $  44,90¢
Net interest margin (tax equivalent) 4.85% 5.31% 4.86% 5.21%
Operating net interest margin (tax equivalént) 4.22% 4.41% 4.2% 4.3%

(1) Operating net interest margin (tax equivalé&ng non-GAAP financial measure. See section titah-GAAP Financial Measures" on t

last pages of this earnings release for the retiatich of operating net interest margin to neeneist margin.

Impact of FDIC Acquired Loan Accounting

The following table illustrates the impact to eags associated with Columbia's FDIC acquired |laantf@lios:

FDIC Acquired Loan Activity

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
2014 2013 2014 2013
(in thousands)
Incremental accretion income on FDIC acquired imgzhloans $ 4,20¢ $ 7,065 $  16,42¢ $ 2327
Incremental accretion income on other FDIC acqulioadhs 17t 26¢€ 474 1,97¢
Recapture (provision) for losses on covered loans 52C 947 (3,419 1,67¢
Change in FDIC loss-sharing asset (4,816 (11,82¢) (14,685 (35,44¢)
FDIC clawback liability benefit (expense) (207) 18¢ (302) (242)
Pre-tax earnings impact $ (117 $ (336) $ (1,509 $ (8,760
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The incremental accretion income on FDIC acquineplaired loans in the table above represents thei@inod
income recorded on acquired loans above the cantda@te stated in the individual loan notes aedhs from the
discount established at the time these loan pa#aVere acquired. At September 30, 2014 , theetaisle yield on
acquired impaired loans was $80.5 million. The etadle yield represents income to be recorded tyndlma over
the remaining life of the acquired loans. Accre¢ajkld is subject to change based upon expectacefloan cash

flows, which are remeasured by Columbia on a qtlgrbasis.

The $520 thousand net recapture of provision fesds on covered loans in the current period istaotially
offset by an 80%, or $416 thousand , expense totthege in the FDIC loss-sharing asset, resultirggpositive net
pre-tax earnings impact of $104 thousand . Theipimv for losses on covered loans was primarily uenproving
credit quality on covered loans resulting in insedexpected future cash flows as remeasured dimencurrent

guarter when compared to the prior quarter's reareagent.

The $4.8 million change in the FDIC loss-sharingeasn the current quarter negatively affected niemest
income and consists of $4.0 million of amortizatexpense, the $416 thousand adjustment descrilmee @nd $408
thousand of other expense primarily related to md@ther real estate owned. With the expiratiooawftwo most
significant loss-share agreements subsequent tirshguarter of 2015, the amortization of ourdesharing asset will

continue to decline.

Third Quarter 2014 Results

Net Interest Income

Net interest income for the third quarter of 201as76.2 million , an increase of $1.1 millicompared to th
second quarter of 2014 . This increase was prigndué to the correction noted below, partially etfby lower
interest income on loans. Compared to the thirdtquaf 2013 , net interest income decreased by $Mllion from
$80.4 million . The decrease from the prior yeaiqakis primarily due to the $7.9 million decreaséncremental
accretion on acquired loans, partially offset by tlorrection noted below. For additional informatregarding net

interest income, see "Average Balances and RabE's.




Correction of Immaterial Error Related to Prior Heds

During the three months ended September 30, 26&4;ompany made a $2.6 million adjustment which
increased interest income on taxable securiti@srasult of identifying that the premium amortipatrelated to the
Company's mortgage-backed securities, as calcubgtacthird-party provider, was not being amortizgitizing the
preferred method under accounting principles geiyesiacepted in the United States. The adjustmeiffdcts the one-
time correction necessary to change the accoufdmgremium amortization to be in conformity withetinterest
method. Based upon an evaluation of all relevastbfa, management believes the correcting adjugtdiémot have

a material impact on the Company's current quasterent year-to-date, or previously reported rissul

Noninterest Income

Total noninterest income was $15.9 million for thigd quarter of 2014 , compared to $7.6 million tieethird
quarter of 2013 . The increase from the prior yeaiod was due to the expense recorded for thegehianFDIC loss-
sharing asset, which was $7.0 million less in tiveent quarter compared to the third quarter of220lh addition, the
Company recorded a gain of $565 thousand relatdtetdeposit premium realized on its sale of thm@aches to

Sound Community Bancorp during the current quarter.

Compared to the second quarter of 2014, noninteresie before change in loss-sharing asset inedebk. 1
million, due to an increase of $464 thousand inisercharges and other fees as well as the g&#6@b thousand

related to the branch sale.




The change in the FDIC loss-sharing asset is afisignt component of noninterest income. The foliogv
table reflects the income statement componentseothange in the FDIC loskaring asset for the three and six m

periods indicated:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
(in thousands)
Adjustments reflected in income
Amortization, net (3,999 (9,890 (16,209 (29,47()
Loan impairment (recapture) (416 (75¢) 2,73¢ (1,349
Sale of other real estate (389 (1,479 (2,109 (5,076
Write-downs of other real estate 67 22( 86C 37:
Other (92) 81 32 70
Change in FDIC loss-sharing asset $ (4816 $ (11,820 $ (14,689 $ (35,446

Noninterest Expense

Total noninterest expense for the third quarte2@ff4 was $60.0 million , a decrease of $4.7 milliotV%
from $64.7 million for the same quarter in 201heTdecrease from the prior year period was primdirik to lower
acquisition-related expenses of $3.2 million fa turrent quarter compared to $7.6 million for phier year period.
In addition to the reduction in acquisition-relataxst, an increase in OREO benefit from $777 thodisa the third
quarter of 2013 to $1.3 million in the current deaalso contributed to lower noninterest expeonséhfe current
guarter. Of the $3.2 million in acquisition-relatexbenses recorded during the current quarter,r82li8n related to
the West Coast Bancorp acquisition and the remgi®4b9 thousand related to the recently announdednhountain
Community Bancorp transaction. The majority of ¥iest Coast acquisition-related expenses record#égtinurrent
guarter stemmed from the resolution of contrachieations. Compared to the second quarter of 20bhinterest

expense increased $2.2 million , primarily due &2& million increase in acquisition-related exgpeEsn
Organizational Update

Melanie Dressel commented, “We are pleased witlstiveessful integration of West Coast, and are well
prepared for the addition of Intermountain to th@utnhbia family, thanks to the diligent efforts ajth teams of
employees. We continue to emphasize efficiencisgded to improve our financial performance, alwigsping in

mind our core value of customer service. Duringgbarter, we sold




three Olympic Peninsula branches to Sound Commuathk, and consolidated and relocated our Clacka@agion

branches to a more convenient new location."
Most Powerful Women in Banking

For the sixth time, Melanie Dressel was named drieeoMost Powerful Women in Banking for 2014 by
American Banker Magazine. She ranked 15th on thearist, which evaluates each candidate on hpaanhat her
company, on the industry and in the community, éeslip skills in the face of professional challes)gend qualities
such as innovation.

Conference Call Information

Columbia's management will discuss the tlgjudirter 2014 results on a conference call schedatethursday
October 23, 2014 at 1:00 p.m. PDT (4:00 pm EDTierested parties may listen to this discussionddyng 1-866-
378-3802; Conference ID code #19405351.

A conference call replay will be available from appmately 4:00 p.m. PDT on October 23, 2014 thioug
midnight PDT on October 30, 2014. The conferendlereplay can be accessed by dialing 1-855-859-20%b
entering Conference ID code #19405351.

About Columbia

Headquartered in Tacoma, Washington, Columbia Ban&ystem, Inc. is the holding Company of Columbia
State Bank, a Washington state-chartered full-sereommercial bank, with 76 branches in Washingtmh59 in
Oregon. For the eighth consecutive year, the baaskiwvamed in 2014 as one Btiget Sound Business Journal's

"Washington's Best Workplaces."

More information about Columbia can be found omigbsite atvww.columbiabank.com
HH#HH

Note Regarding Forward-Looking Statements
This news release includes forward looking statémeithin the meaning of the Private Securitiesgation Reform
Act of 1995, which management believes are a betoeshareholders. These forward looking statemaesgsribe
Columbia's management's expectations regardingefetuents and developments such as future operatsogs,
growth in loans and deposits, continued succe€ohbfmbia’s style of banking and the strength ofitlbal economy.
The words “will,” “believe,” “expect,” “intend,” “Bould,” and “anticipate” and words of similar canstion are
intended in part to help identify forward looking®ments. Future events are difficult to prediot] the expectations
described above are necessarily subject to riskuandrtainty that may cause actual results to miffaterially and
adversely. In addition to discussions about rigid @ncertainties set forth from time to time in @ubia's filings with
the Securities and Exchange Commission, availalileeaSEC's website atww.sec.govand the Company's website
www.columbiabank.com, including the “Risk Factorusiness” and “Management's Discussion and Ansilyks
Financial Condition and Results of






Operations” sections of our annual reports on FbORK and quarterly reports on Form 10-Q, factoet thay cause
actual results to differ materially from those amplated by such forward-looking statements inglameong others,
the following: (1) local, national and internatibe@onomic conditions may be less favorable thgreeted or have a
more direct and pronounced effect on Columbia thgrected and adversely affect Columbia’s abilitgdotinue its
internal growth at historical rates and maintam qfuality of its earning assets; (2) changes ierast rates may reduce
interest margins more than expected and negatafédgt funding sources; (3) projected businessiases following
strategic expansion or opening or acquiring newaditas may be lower than expected; (4) costs acdlfies related
to the integration of acquisitions may be gredtantexpected; (5) competitive pressure among fiahimstitutions
may increase significantly; and (6) legislatiorregulatory requirements or changes may adverstdgtahe
businesses in which Columbia is engaged. We betlevexpectations reflected in our forward-lookstgtements are
reasonable, based on information available to uthemate hereof. However, given the describednteioges and
risks, we cannot guarantee our future performancesults of operations and you should not placgianeliance on
these forward-looking statements. We undertakelfigation to update or revise any forward-lookingtements,
whether as a result of new information, future és@m otherwise. The factors noted above and #ks and
uncertainties described in our SEC filings showddtbnsidered when reading any forward-looking stat@s in this
release.
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FINANCIAL STATISTICS
Columbia Banking System, Inc.
Unaudited

Earnings

Net interest income
Provision for loan and lease losses
Provision (recapture) for losses on covered loaeg?
Noninterest income
Noninterest expense
Acquisition-related expense (included in noninteespense)
Net income

Per Common Share
Earnings (basic)
Earnings (diluted)
Book value

Averages
Total assets
Interest-earning assets
Loans, including covered loans
Securities
Deposits
Interest-bearing deposits
Interest-bearing liabilities
Noninterest-bearing deposits
Shareholders' equity

Einancial Ratios
Return on average assets
Return on average common equity
Average equity to average assets
Net interest margin (tax equivalent)
Efficiency ratio (tax equivalenty

Operating efficiency ratio (tax equivalefit)

Period end
Total assets
Covered assets, net
Loans, excluding covered loans, net
Allowance for noncovered loan and lease losses
Securities, including Federal Home Loan Bank stock
Deposits
Core deposits
Shareholders' equity
Nonperforminag, noncovered assets

Nonaccrual loans
Other real estate owned ("OREO") and other perspregderty owned ("OPPO")
Total nonperforming, noncovered assets
Nonperforming assets to period-end noncovered le#a®@REO and OPPO

Nonperforming loans to period-end noncovered loans

Nnnnarfarmina aceste tn nar-end nancnverad acae

Three Months Ended

September 30,

Nine Months Ended

September 30,

2014

2013

2014

2013

(dollars in thousands except per share amounts)

$ 76,22( $ 80,41¢ $ 225,28
$ 1,50¢ $ 4,26( $ 1,60(
$ (520 $ (947) $ 3,41¢
$ 15,93( $ 7,622 $ 44,56¢
$ 59,98: $ 64,71« $ 175,13:
$ 3,23¢ $ 7,621 $ 4,87¢
$ 21,58 $ 13,27¢ $ 62,654
$ 0.41 $ 0.2€ $ 1.2C
0.41 0.28 1.1¢
$ 20.7¢ $ 20.3¢ $ 20.7¢
$ 7,337,300 $ 7,048,86: $ 7,237,45!
$ 6,451,66 $ 6,101,96! $ 6,345,90'
$ 4,770,44 $ 4,504,041 $ 4,652,15
$ 1,585,99 $ 1,512,209 $ 1,637,761
$ 6,110,80! $ 5,837,01 $ 5,994,60:
$ 3,847,73 $ 3,805,26 $ 3,809,541
$ 3,889,23. $ 3,898,99 $ 3,886,18!
$ 2,263,07 $ 2,031,75 $ 2,185,06.
$  1,099,51. $ 1,036,13. $ 1,084,04!

1.18% 0.7%% 1.15%

7.86% 5.1% 7.71%

14.9% 14.7% 14.9¢%

4.85% 5.37% 4.86%

63.3% 71.8%% 63.16%

63.81% 65.02% 64.26%
September 30, December 31,

2014 2013 2013

$ 7,466,08 $ 7,150,29 $ 7,161,58.
$ 237,50( $ 314,89¢ $ 289,79
$ 4,579,17i $ 4,193,73 $ 4,219,45.
$ 49,93¢ $ 55,84« $ 52,28(
$  1,643,00: $ 1,602,448 $ 1,696,64
$ 6,244,40 $ 5,948,96 $ 5,959,47!
$  5,990,11i $ 5,662,95! $ 5,696,35'
$ 1,096,21. $ 1,045,779 $ 1,053,24
$ 27,99¢ $ 35,96 $ 34,01f
10,35: 23,641 23,91¢
$ 38,35( $ 59,60z $ 57,93t

0.8% 1.41% 1.3™%

0.61% 0.8% 0.81%

N R=0A N K704 N RL0A

$

$
$
$
$
$
$

©

©

®H B B B B B B B B

213,88t
5,26(
(1,679
16,08¢
167,26
17,57¢
40,04:

0.84
0.8¢
20.3¢

6,345,001
5,580,87
4,018,241
1,411,39
5,224,08.
3,514,54!
3,614,74.
1,709,53.

952,94

0.8%%
5.61%
15.02%
5.21%
70.99%
65.0(%



Allowance for loan and lease losses to period-esmitavered loans 1.09% 1.3% 1.24%
Allowance for loan and lease losses to nonperfagmioncovered loans 178.3¢% 155.2% 153.7(%

Net noncovered loan charge-offs $ 3,94: @ ¢ 1,66 © ¢ 3,12¢ ©

(1) Provision(recapture) for losses on covereddomas partially offset by $416 thousand and $768sknd in expense recorded to Change in FDIC leasrg asset in the Consolidated Statements
of Income for the three months ended Septembe2@DB} and 2013, respectively. For the nine montkdeérseptember 30, 2014 and 2013, provision(recapfor losses on covered loans was
partially offset by $2.7 million in income and $In8llion in expense, respectively.

(2) Noninterest expense divided by the sum of metrést income on a tax equivalent basis and nergstincome on a tax equivalent basis.

(3) The operating efficiency ratio (tax equivaleisth non-GAAP financial measure. See sectiordtitdon-GAAP Financial Measures" on the last paddhis earnings release for the reconciliation

of the operating efficiency ratio (tax equivalettithe efficiency ratio (tax equivalent). Duringeteecond quarter of 2014, the methodology was @whtmnow exclude Washington state Business and
Occupation ("B&0") taxes. Amounts presented in pperiods have been adjusted to conform with tlreecti methodology.

(4) For the nine months ended September 30, 2014.

(5) For the nine months ended September 30, 2013.

(6) For the twelve months ended December 31, 2013.
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FINANCIAL STATISTICS
Columbia Banking System, Inc.

Unaudited September 30, December 31,
2014 2013
Loan Portfolio Composition (dollars in thousands)
Noncovered loans:
Commercial business $ 1,829,39 40.(% $ 1,561,78 37.L%
Real estate:
One-to-four family residential 108,74 2.4% 108,31 2.6%
Commercial and multifamily residential 2,144,04. 46.¢ % 2,080,07! 49.2%
Total real estate 2,252,78 49.2% 2,188,39. 51.6%
Real estate construction:
One-to-four family residential 73,88: 1.€% 54,15t 1.2%
Commercial and multifamily residential 137,36t 3.L% 126,39( 3.C%
Total real estate construction 211,24¢ 4.€% 180,54! 4.3%
Consumer 338,82t 7.4% 357,01« 8.E%
Subtotal loans 4,632,25. 101.2 % 4,287,73. 101.€%
Less: Net unearned income (53,07¢) (1.2% (68,28:) (1.€)%
Total noncovered loans, net of unearned income 4,579,17: 100.( % 4,219,45 100.C%
Less: Allowance for loan and lease losses (49,939 (52,28()
Noncovered loans, net 4,529,241 4,167,17
Covered loans, net of allowance for loan lossg$b7,933) and ($20,174), respective 225,91: 277,67:
Total loans, net $ 4,755,15 $ 4,444.84
Loans held for sale $ 94¢ $ 73E
September 30, December 31,
2014 2013
Deposit Composition (dollars in thousands)
Core deposits:
Demand and other non-interest bearing $ 2,352,211 37.€% $ 2,171,700 36.2%
Interest bearing demand 1,192,09 19.1% 1,170,00 19.€%
Money market 1,640,61 26.2% 1,569,26 26.5%
Savings 547,85: 8.€% 496,44 8.2%
Certificates of deposit less than $100,000 257,34 4.1% 288,94: 4C%
Total core deposits 5,990,111 95.€ % 5,696,35 95.2%
Certificates of deposit greater than $100,000 173,64 2.€% 201,49¢ 3.E%
Certificates of deposit insured by CDARS® 19,01¢ 0.2% 19,48¢ 0.2%
Brokered money market accounts 61,44¢ 1.C% 41,76" 0.7%
Subtotal 6,244,22! 100.( % 5,959,10: 100.C%
Premium resulting from acquisition date fair vahggustment 17¢€ 367
Total deposits $ 6,244,40 $ 5,959,47
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FINANCIAL STATISTICS
Columbia Banking System, Inc.
Unaudited

OREO and OPPO Composition
Covered
Noncovered

Total

OREO and OPPO Earnings Impact
Net cost (benefit) of operation of noncovered OREO
Net benefit of operation of covered OREO

Net benefit of operation of OREO

Noncovered OPPO cost (benefit), net
Covered OPPO cost (benefit), net
OPPO cost (benefit), nét

September 30, December 31,
2014 2013
OREO OPPO OREO OPPO
(in thousands)
$ 11,58¢ $ = $ 12,090 $ 2€
10,31t 37 23,83 84
$ 2190 $ 37 $ 35927 % 11C
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
(in thousands)
$ (839 $ 851 $ 224 $ 1,19C
(429) (1,629 (1,43)) (7,296

$ (1,25 $ (777 $ (1,200 $ (6,106

$ 38 (29 $ (129 $ (129
6 — 13) —
$ 9 $ (29 $ (139 $ (129

(1) OPPO cost (benefit), net is included in Othaminterest expense in the Consolidated Statemémsame.

The following table shows a summary of FDIC acadii@an accounting for the five most recent quarters

Expense to pre-tax earning$”

Balance sheet components:
Covered loans, net of allowance
Covered OREO
FDIC loss-sharing asset

Three Months Ended

September 30, June 30, March 31, December 31, September 30,
2014 2014 2014 2013 2013
(in thousands)
$ 117y 3 (635 $ (752 $ (1,249 $ (3,362
$ 225,91: $ 242,10( $ 260,15¢ $ 277,67 % 302,16(
11,58¢ 13,05: 14,71 12,09: 12,73(
23,49: 27,98 36,837 39,84¢ 53,55¢

(1) For details of the components of expense tegresarnings related to FDIC acquired loan acdognsee previous table entitled "FDIC Acquired hoa

Activity."
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QUARTERLY FINANCIAL STATISTICS
Columbia Banking System, Inc.
Unaudited

Earnings
Net interest income

Provision (recapture) for loan and lease losses
Provision (recapture) for losses on covered loans
Noninterest income
Noninterest expense
Acquisition-related expengicluded in noninterest expense)
Net income

Per Common Share

Earnings (basic)
Earnings (diluted)
Book value
Averages
Total assets
Interest-earning assets
Loans, including covered loans
Securities
Deposits
Interest-bearing deposits
Interest-bearing liabilities
Noninterest-bearing deposits
Shareholders' equity
Financial Ratios
Return on average assets
Return on average common equity
Average equity to average assets
Net interest margin (tax equivalent)
Period end
Total assets
Covered assets, net
Loans, excluding covered loans, net
Allowance for noncovered loan and lease losses
Securities
Deposits
Core deposits
Shareholders' equity
Nonperforming, noncovered assets
Nonaccrual loans
OREO and OPPO
Total nonperforming, noncovered assets

Nonperforming assets to periettd noncovered loans + ORI
and OPPO

Nonperforming loans to period-end noncovered loans
Nonperforming assets to period-end noncoveredssset

Allowance for loan and lease losses to period-emtavered
loans

Allowance for loan and lease losses to nonperfagmin

nan~munarad laan

Three Months Ended

September 30, June 30, March 31, December 31, September 30,
2014 2014 2014 2013 2013
(dollars in thousands except per share)

$ 76,22( $ 75,124 $ 73,94( $ 77,20¢ $ 80,41t
$ 1,50( $ 60C $ (5000 $ (2,100 $ 4,26(
$ 5200 $ 1,51 $ 2,42: $ (1,587 % (9479)
$ 15,93( $ 14,62, $ 14,00¢ $ 10,61z $ 7,622
$ 59,98: $ 57,76¢ $ 57,38¢ $ 63,61¢ $ 64,71«
$ 3,23¢ $ 672 $ 96¢€ $ 7,91( $ 7,621
$ 21,58 $ 21,22] $ 19,84 $ 19,97: $ 13,27¢
$ 0.41 $ 0.4C $ 0.3¢€ $ 0.3¢ $ 0.2¢
$ 0.41 $ 0.4C $ 0.37 $ 0.3¢€ $ 0.2t
$ 20.7¢ $ 20.71 $ 20.3¢ $ 20.5(C $ 20.3¢
$ 7,337,301 $ 7,229,18 $ 7,143,75! $ 7,192,08. $ 7,048,86.
$ 6,451,66 $ 6,339,10: $ 6,244,69 $ 6,269,89. $ 6,101,96
$ 4,770,44: $ 4,646,35 $ 4,537,10 $ 4,504,58 $ 4,504,041
$ 1,585,99 $ 1,645,99. $ 1,682,37 $ 1,662,72 $ 1,512,29
$ 6,110,80 $ 5,968,88 $ 5,901,83: $ 6,003,65 $ 5,837,011
$ 3,847,73 $ 3,807,71 $ 3,772,371 $ 3,839,06! $ 3,805,26!
$ 3,889,23 $ 3,901,011 $ 3,868,06! $ 3,886,12 $ 3,898,99
$ 2,263,07 $ 2,161,17 $ 2,129,46: $ 2,164,59 $ 2,031,75
$ 1,099,51: $ 1,084,92 $ 1,067,35 $ 1,056,69 $ 1,036,13.

1.1&8% 1.17% 1.11% 1.11% 0.75%

7.8€% 7.85% 7.45% 7.51% 5.12%

14.9% 15.01% 14.9%% 14.6%% 14.7(%

4.85% 4.86% 4.85% 5.05% 5.37%
$ 7,466,08 $ 7,297,45 $ 7,237,05 $ 7,161,58 $ 7,150,29
$ 237,50( $ 255,15: $ 274,89 $ 289,79 $ 314,89
$ 4,579,17 $ 4,452,67. $ 4,297,071 $ 4,219,45 $ 4,193,73
$ 49,93¢ $ 49,49¢ $ 50,44: $ 52,28( $ 55,84
$ 1,643,00: $ 1,621,92 $ 1,671,59. $ 1,696,641 $ 1,602,48
$ 6,244,40. $ 5,985,06! $ 6,044,410 $ 5,959,47! $ 5,948,96
$ 5,990,111 $ 5,735,04 $ 5,768,43. $ 5,696,35 $ 5,662,95
$ 1,096,21 $ 1,092,15 $ 1,074,49 $ 1,053,244 $ 1,045,79
$ 27,99¢ $ 30,61z $ 36,39: $ 34,01t $ 35,96:
10,35: 15,20: 15,92« 23,91¢ 23,64:
$ 38,35( $ 45,81¢ $ 52,32 $ 57,93: $ 59,60:

0.84% 1.02% 1.21% 1.37% 1.41%

0.61% 0.6% 0.85% 0.81% 0.8€%

0.5%% 0.65% 0.75% 0.84% 0.81%

1.09% 1.11% 1.17% 1.24% 1.32%

17Q 20/

101 RWOL

120 R(0/4

1E2 7104

1ER 2004



Net noncovered loan charge-offs

$

1,05¢

$

1,54¢

$

1,33¢

$

1,46¢

$

114
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CONSOLIDATED STATEMENTS OF INCOME
Columbia Banking System, Inc.
Unaudited

Three Months Ended Nine Months Ended
September 30, September 30,

2014 2013 (1) 2014 2013 (1)

(in thousands except per share)

Interest Income
Loans
Taxable securities
Tax-exempt securities
Deposits in banks
Total interest income
Interest Expense
Deposits
Federal Home Loan Bank advances
Prepayment charge on Federal Home Loan Bank adsance
Other borrowings
Total interest expense
Net Interest Income
Provision for loan and lease losses
Provision (recapture) for losses on covered loaes,
Net interest income after provision (recapture)léan and lease losses
Noninterest Income
Service charges and other fees
Merchant services fees
Investment securities gains, net
Bank owned life insurance
Change in FDIC loss-sharing asset
Other
Total noninterest income
Noninterest Expense
Compensation and employee benefits
Occupancy
Merchant processing
Advertising and promotion
Data processing and communications
Legal and professional fees
Taxes, licenses and fees
Regulatory premiums
Net benefit of operation of other real estate
Amortization of intangibles
Other (1)
Total noninterest expense
Income before income taxes
Provision for income taxes
Net Income
Earnings per common share
Basic
Diluted
Dividends paid per common share
Weighted average number of common shares outs@ndin
Weighted average number of diluted common sharestamding

6590 $ 74,12f $ 19844( $ 196,99
8,54¢ 4,93t 21,67¢ 14,05
2,624 2,48: 7,91¢ 7,28¢

61 56 102 29C
77,13: 81,59¢ 228,14! 218,62
71z 92¢ 2,19¢ 3,07¢
80 13¢ 30¢ (499

— — — 1,54¢
12C 12¢ 35¢ 61E
917 1,18¢ 2,861 4,74:

76,22( 80,41¢ 225,28 213,88
1,50¢ 4,26( 1,60 5,26(

(520) (947) 3,41¢ (1,679

75,24( 77,10: 220,26! 210,30!

14,25 13,35 40,98( 34,51
2,10¢ 2,07¢ 6,01¢ 5,93¢

33 — 552 462
95€ 904 2,891 2,610

(4,816 (11,826 (14,685 (35,44¢)
3,39¢ 3,117 8,807 8,017

15,93( 7,622 44,56¢ 16,08t

32,55¢ 33,28" 94,96: 90,59°
7,44F 9,26¢ 24,27¢ 21,56(
1,08( 951 3,05¢ 2,66(
1,027 1,16¢ 2,74¢ 3,19t
4,26¢ 4,28¢ 11,46¢ 10,50
2,90¢ 2,421 7,371 9,97t
1,15¢ 1,44¢ 3,381 4,031
1,19t 1,372 3,44¢ 3,40¢

(1,256 (777 (1,207 (6,106)
1,45¢ 1,66€ 4,51¢ 4,38¢
8,14¢ 9,63¢ 21,10¢ 23,05:

59,98: 64,71 175,13 167,26

31,18¢ 20,01( 89,69¢ 59,12¢
9,60t 6,73¢ 27,04 19,08

2158 $ 1327¢ $ 6265 $ 40,04

041  $ 026 $ 1.2 $ 0.8¢
041  $ 028 $ 116 $ 0.8:
026 $ 0.1C $ 0.6/ $ 0.3¢

52,11: 50,83 51,77: 47,03:

52,51¢ 52,29' 52,47¢ 47,94°



(1) Reclassified to conform to the current periquissentation. The reclassification was limitedeimoving the separate line item for FDIC clawbaahility
expense within noninterest expense and includiagtior period activity in the line item for otheoninterest expense.
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CONSOLIDATED BALANCE SHEETS
Columbia Banking System, Inc.
Unaudited

Cash and due from banks
Interest-earning deposits with banks
Total cash and cash equivalents

Securities available for sale at fair value (anzedi cost of $1,609,784 and $1,680,491, respecjively

Federal Home Loan Bank stock at cost
Loans held for sale

Loans, excluding covered loans, net of unearneshirecof ($53,076) and ($68,282), respectively
Less: allowance for loan and lease losses

Loans, excluding covered loans, net

ASSETS

Covered loans, net of allowance for loan lossg$b7,933) and ($20,174), respectively

Total loans, net
FDIC loss-sharing asset
Interest receivable
Premises and equipment, net

Other real estate owned ($11,589 and $12,093 co\mr&DIC loss-share, respectively)

Goodwill
Other intangible assets, net
Other assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Deposits:
Noninterest-bearing
Interest-bearing
Total deposits
Federal Home Loan Bank advances

Securities sold under agreements to repurchase

Other liabilities
Total liabilities
Commitments and contingent liabilities

Preferred stock (no par value)
Authorized shares
Issued and outstanding
Common stock (no par value)
Authorized shares
Issued and outstanding
Retained earnings
Accumulated other comprehensive loss
Total shareholders' equity

Total liabilities and shareholders' equity

September 30,

2014

December 31,
2013

(in thousands)

September 30, December 31,
2014 2013

2,00( 2,00(

9 9

63,03: 63,03:

52,64¢ 51,26¢

$ 157,81 $ 165,03
105,63: 14,53:
263,44 179,56:
1,611,41 1,664,11
31,59: 32,52¢

94¢ 73t
4,579,17 4,219,45
49,93 52,28(
4,529,241 4,167,17
225,91 277,67:
4,755,15. 4,444,84
23,49: 39,84¢
25,29t 22,20¢
152,31 154,73
21,90« 35,92
343,95: 343,95:
21,33¢ 25,85
215,24 217,28

$ 7,46608 $ 7,161,58

$ 2352211 $ 2,171,70
3,892,19 3,787,77.
6,244,40. 5,959,47.

6,57¢ 36,60¢
25,00 25,00
93,89: 87,25:
6,369,871 6,108,33:
2,217 2,217
862,91 860,56
231,57 202,51
(495) (12,042
1,096,21. 1,053,24:
$ 746608 $ 7,161,58
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AVERAGE BALANCES AND RATES
Columbia Banking System, Inc.

Unaudited
Three Months Ended September 30, Three Months Ended September 30,
2014 2013
Average Interest Average Average Interest Average
Balances Earned / Paid Rate Balances Earned / Paid Rate
(dollars in thousands)

ASSETS
Loans, excluding covered loans, R&f $ 4,517,600 $  58,00¢ 514 $ 4,166,90. $ 61,56 5.91%
Covered loans, n& 252,83° 8,41 13.3% 337,13t 12,68t 15.05%
Taxable securitie® 1,224,60: 8,54t 2.7%% 1,183,63! 4,93t 1.67%
Tax exempt securiti€8 361,38¢ 4,11¢ 4.56% 328,65 3,85 4.6%%
Interest-earning deposits with banks 95,22 61 0.26% 85,62¢ 56 0.2€%

Total interest-earning assets 6,451,66/ $  79,14: 4.91% 6,101,961 $ 83,09¢ 5.45%
Other earning assets 131,88 124,47
Noninterest-earning assets 753,75¢ 822,42

Total assets $ 7,337,30! $ 7,048,86.
LIABILITIES AND SHAREHOLDERS' EQUITY
Certificates of deposit $ 460,98 $ 28¢ 0.28% $ 548,39t $ 457 0.32%
Savings accounts 539,98:. 15 0.01% 484,33t 27 0.02%
Interest-bearing demand 1,201,15. 117 0.04% 1,132,00! 12¢€ 0.04%
Money market accounts 1,645,60! 29¢ 0.0 1,640,51 31¢ 0.0&%

Total interest-bearing deposits 3,847,733l 713 0.07% 3,805,261 92¢ 0.1(%
Federal Home Loan Bank advances 16,50: 80 1.95% 68,73’ 13t 0.7<%
Other borrowings 25,00( 12C 1.92% 25,00( 12C 1.92%

Total interest-bearing liabilities 3,889,23. % 91: 0.0%% 3,898,99 $ 1,18¢ 0.12%
Noninterest-bearing deposits 2,263,07! 2,031,75!
Other noninterest-bearing liabilities 85,48: 81,97t
Shareholders’ equity 1,099,51: 1,036,13.
Total liabilities & shareholders’ equity $ 7,337,301 $ 7,048,86
Net interest income (tax equivalent) $ 78,23 $ 81,91
Net interest margin (tax equivalent) 4.85% 5.31%

(1) Nonaccrual loans have been included in the talddésams carrying a zero yield. Amortized net defédoan fees and net uneari
discounts on certain acquired loans were includetie interest income calculations. The amortizatibnet deferred loan fees was $1.2
million and $783 thousand for the three months driéigptember 30, 2014 and 2013 , respectively. Toeetion of net unearned
discounts on certain acquired loans was $5.2 mikind $10.3 million for the three months ended &aper 30, 2014 and 2013,
respectively.

(2) Incremental accretion on acquired impairedh$oia included in covered loan interest earned.ifitimental accretion income on
acquired impaired loans was $4.2 million and $7illion for the three months ended September 304201d 2013 , respectively.

(3) During the three months ended September 3D4,28e Company recorded a $2.6 million reversarefmium amortization, which
increased interest income on taxable securitiesimfese information on this adjustment, see paragtiled " Correction of Immaterial
Error Related to Prior Period" within the section titled Net Interest Incomé

(4) Yields on a fully tax equivalent basis. The émuivalent yield adjustment to interest earnedi@mcovered loans was $518 thousand and
$127 thousand for the three months ended Septe3th@014 and 2013 , respectively. The tax equivaled adjustment to interest
earned on tax exempt securities was $1.5 milliah&ih4 million for the three months ended Septe3Be2014 and 2013 , respectively.

17




AVERAGE BALANCES AND RATES
Columbia Banking System, Inc.

Unaudited
Nine Months Ended September 30, Nine Months Ended September 30,
2014 2013
Average Interest Average Average Interest Average
Balances Earned / Paid Rate Balances Earned / Paid Rate
(dollars in thousands)

ASSETS
Loans, excluding covered loans, R&f $ 4,380,70. $ 169,76: 511% $ 3,64542 $ 155,61 5.65%
Covered loans, n& 271,45; 29,98¢ 14.7% 372,81 41,75( 14.9%
Taxable securitie® 1,278,29! 21,67¢ 2.2€% 1,099,67! 14,05¢ 1.7(%
Tax exempt securiti€d 359,47: 12,41¢ 4.61% 311,72 11,31( 4.84%
Interest-earning deposits with banks 55,98¢ 10t 0.25% 151,23« 29C 0.2€%

Total interest-earning assets 6,345,900 $ 233,95( 4.92% 5,580,87. $ 223,02( 5.3%%
Other earning assets 129,81¢ 106,32:
Noninterest-earning assets 761,73: 657,81:

Total assets $ 7,237,45 $ 6,345,00
LIABILITIES AND SHAREHOLDERS' EQUITY
Certificates of deposit $ 481,37 $ 97t 02%% $ 540,67: $ 1,572 0.3%%
Savings accounts 527,18: 42 0.01% 430,13: 71 0.02%
Interest-bearing demand 1,185,83: 34C 0.04% 1,011,571 45¢ 0.0€%
Money market accounts 1,615,16: 837 0.07% 1,532,17. 971 0.0&%

Total interest-bearing deposits 3,809,541 2,19¢ 0.0&% 3,514,54! 3,072 0.12%
Federal Home Loan Bank advanéds 51,63« 30¢ 0.8(% 60,79 1,05¢ 2.31%
Other borrowings 25,00( 35¢€ 1.91% 39,40: 61= 2.08%

Total interest-bearing liabilities 3,886,181 $ 2,861 0.1(% 3,614,74;. $ 4,742 0.17%
Noninterest-bearing deposits 2,185,06: 1,709,53.
Other noninterest-bearing liabilities 82,16¢ 67,78:
Shareholders’ equity 1,084,04! 952,94¢
Total liabilities & shareholders’ equity $ 7,237,45 $ 6,345,00
Net interest income (tax equivalent) $ 231,08¢ $ 218,27¢
Net interest margin (tax equivalent) 4.8€% 5.21%

(1) Nonaccrual loans have been included in the talddésams carrying a zero yield. Amortized net defédoan fees and net uneari
discounts on certain acquired loans were includete interest income calculations. The amortizatibnet deferred loan fees was $3.3
million and $2.3 million for the nine months endgeptember 30, 2014 and 2013, respectively. Theethan of net unearned discounts
on certain acquired loans was $16.6 million and.@24illion for the nine months ended September2804 and 2013, respectively.

(2) Incremental accretion on acquired impairedh$oia included in covered loan interest earned.ifitrmental accretion income on
acquired impaired loans was $16.4 million and $28il8on for the nine months ended September 30428nd 2013 , respectively.

(3) During the nine months ended September 304,20 Company recorded a $2.6 million reversgremium amortization, which
increased interest income on taxable securitiesmfese information on this adjustment, see paragtiled " Correction of Immaterial
Error Related to Prior Period" within the section titled Net Interest Incomé

(4) Yields on a fully tax equivalent basis. The émuivalent yield adjustment to interest earnedi@mcovered loans was $1.3 million and
$371 thousand for the nine months ended Septen®h@034 and 2013, respectively. The tax equivaleid adjustment to interest
earned on tax exempt securities was $4.5 milliah&h0 million for the nine months ended Septen3@er2014 and 2013 , respectively.

(5) Federal Home Loan Bank advances includesagreent charge of $1.5 million during the six mangimded June 30, 2013. As a result
of the prepayment, the Company recorded $874 timoLisapremium amortization, which partially offghe impact of the prepayment
charge.
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Non-GAAP Financial Measures

The Company considers its operating net interesgimand operating efficiency ratios to be impottareasurements as they more closely
reflect the ongoing operating performance of thenGany. Despite the importance of the operatingmetest margin and operating
efficiency ratio to the Company, there are no séadided definitions for them and, as a result,Gbenpany's calculations may not be
comparable with other organizations. Also, therg i limits in the usefulness of these measuravestors. As a result, the Company
encourages readers to consider its consolidataddial statements in their entirety and not to mglyany single financial measure.

The following tables reconcile the Company's caltiah of the operating net interest margin and ajireg efficiency ratio:

Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
Operating net interest margin non-GAAP reconciliaton: (dollars in thousands)
Net interest income (tax equivalent) (1) $ 78,23. $ 8191 $ 231,08¢ % 218,27¢
Adjustments to arrive at operating net interesbine (tax equivalent):
Incremental accretion income on FDIC acquired imgzhioans (4,20%) (7,067) (16,42%) (23,27Y)
Incremental accretion income on other FDIC acquioads a75) (26€) (474 (2,979
Incremental accretion income on other acquireddoan (5,040 (20,02Y) (16,13¢) (19,66()
Premium amortization on acquired securities 1,45¢ 2,427 4,63 5,481
Correction of error - securities premium amortiaatand discount accretion (2,627) — (2,6272) —
Interest reversals on nonaccrual loans 42z 32¢ 1,10% 721
Prepayment charges on FHLB advances = — — 1,54¢
Operating net interest income (tax equivalent) (1) $ 68,060 $ 67,31 $ 201,16¢ $ 181,11¢
Average interest earning assets $ 6,451,66 $ 6,101,96/ % 6,345,900 $ 5,580,87.
Net interest margin (tax equivalent) (1) 4.85% 5.31% 4.86% 5.21%
Operating net interest margin (tax equivalent) (1) 4.22% 4.41% 4.22% 4.3%
Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013
Operating efficiency ratio non-GAAP reconciliation: (dollars in thousands)
Noninterest expense (numerator A) $ 50,98: $ 64,71:  $ 175,13: % 167,26
Adjustments to arrive at operating noninterest egpe
Acquisition-related expenses (3,23¢) (7,62)) (4,87¢€) (17,579
Net benefit of operation of OREO and OPPO 1,247 80¢€ 1,34z 6,231
FDIC clawback liability benefit (expense) (203) 18¢ (302) (242)
Loss on asset disposals (20€) — (557) (34)
State of Washington Business and Occupation ("B&&xXes (2,069 (1,369) (3,11¢) (3,819
Operating noninterest expense (numerator B) $ 56,61t $ 56,72: $ 167,62 % 151,82t
Net interest income (tax equivalent) (1) $ 78,23: % 8191.  $ 231,08¢ $ 218,27¢
Noninterest income 15,93( 7,622 44,56 16,08¢
Bank owned life insurance tax equivalent adjustment 544 49¢ 1,64¢ 1,43¢
Total revenue (tax equivalent) (denominator A) $ 94,70¢  $ 90,03: % 277,30 % 235,80!
Operating net interest income (tax equivalent) (1) $ 68,067 $ 67,31( % 201,16 $ 181,11¢
Adjustments to arrive at operating noninterest inedtax equivalent):
Investment securities gains, net (33 — (552) (462)
Gain on asset disposals (28) (26) (78) (67)
Gain related to branch sale deposit premium (565) — (565) —
Change in FDIC loss-sharing asset 4,81¢ 11,82¢ 14,68¢ 35,44¢
Operating noninterest income (tax equivalent) 20,66¢ 19,92( 59,70« 52,44«
Total operating revenue (tax equivalent) (denonoinB) $ 88,73 % 87,23( % 260,86¢ $ 233,56:
Efficiency ratio (tax equivalent) (numerator A/demaator A) 63.32% 71.8¢% 63.1€6% 70.9%%

Operating efficiency ratio (tax equivalent) (numeréB/denominator B) 63.81% 65.02% 64.2¢% 65.0%



(1) Tax-exempt interest income has been adjustadds equivalent basis. The amount of such adprstnvas an addition to net interest income of 0$2.
million and $1.5 million for the three monthsded September 30, 2014 and 2013, respectiaaty$5.8 million and $4.4 million for the nine mioait
ended September 30, 2014 and 2013, respectively.
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Non-GAAP Financial Measures - Continued

The Company considers its ratio of allowance fanland lease losses to period-end noncovered leatisiding acquired loans to be an
important measurement it more closely reflectsothgoing allowance coverage and provides a ratibishaore comparable to other bank
holding companies that have not had similar actjois. Despite the importance of this ratio to @@mpany, there are no standardized
definitions for it and, as a result, the Companglsulations may not be comparable with other omgdions. Also, there may be limits in the
usefulness of this measure to investors. As atredbel Company encourages readers to considesntsotidated financial statements in their
entirety and not to rely on any single financialasére.

The following table reconciles the Company's caltiah of the allowance for loan and lease lossg®tmd-end noncovered loans,
excluding acquired loans:

September 30, December 31,
2014 2013
(dollars in thousands)

Allowance for loan and lease losses (numerator a) $ 49,93¢ $ 52,28(
Less: Allowance for loan and lease losses attrifdatto acquired loans (3,949 (4,189
Equals: Allowance for noncovered loans, excludiogured loans (numerator b) $ 45,99¢ 48,09:
Loans, excluding covered loans, net of unearneahiec(denominator a) $ 4,579,17 $ 4,219,45
Less: Acquired loans, net of unearned income (943,64) (1,181,54)
Equals: Loans, excluding covered loans and acqlieets, net of unearned income (denominator b) $ 3,635,53! $ 3,037,90
Allowance for loan and lease losses to period-emtavered loans (numerator a/denominator a) 1.09% 1.24%
Allowance for loan and lease losses to period-emtavered loans, excluding acquired loans (numerato
b/denominator b) 1.27% 1.58%
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Columbia Banking System Announces Increased Regul&ash Dividend of $0.16
and Declares Special Cash Dividend of $0.14

TACOMA, Washington--- Columbia Banking System, Inc. (NASDAQ: COLB) annoed today that a quarterly c:
dividend of $0.16 per common share and per comrharesequivalent for holders of preferred stockl kgl paid on
November 19, 201to shareholders of record as of the close of bgsina October 31, 2014 . The $0.16 regular
dividend represents an increase of 14% from thelaeglividend paid for the second quarter of 20dd 33% from th

first quarter 2014.

In addition, the Board of Directors declared a sdaxash dividend of $0.14 per common share, amd pe
common share equivalent for holders of preferredkstwhich will also be paid on November 19, 2@d4hareholder

of record as of the close of business on Octobe?@14 .

Melanie Dressel, President and Chief Executived@ffnoted, Our ongoing commitment is to actively mani
our capital position. With the projected earningsration achieved from our successful integratibwest Coast, we
are pleased to be in a position to both increaseegular dividend and pay a special cash dividéhahg with our
regular dividend, this constitutes a payout rafi@g2o for the quarter and a dividend yield of 4.8b&6sed on the
closing price on October 22, 2014.”




About Columbia
Headquartered in Tacoma, Washington, Columbia Ban&lystem, Inc. is the holding Company of Colun®t@e Bank
a Washington state-chartered full-service commebeiak. For the eighth consecutive year, the baak mamed in 2014 as one

of Puget Sound Business Journal@/ashington's Best Workplaces."

More information about Columbia can be found omigbsite atvww.columbiabank.com

HH#H

Note Regarding Forward-Looking Statements

This news release includes forward looking statameithin the meaning of the Private Securitieggation Reform Act of
1995, which management believes are a benefitarebblders. These forward looking statements des@olumbia’s
management's expectations regarding future evedts@elopments such as future operating resutisitg in loans and
deposits, continued success of Columbia's stybmpking and the strength of the local economy. Wbs “will,” “believe,”
“expect,” “i should,” and “anticipate” ansglords of similar construction are intended in parbelp identify forward

intend,
looking statements. Future events are difficulptedict, and the expectations described aboveeressarily subject to risk and
uncertainty that may cause actual results to diffaterially and adversely. In addition to discussiabout risks and uncertaint
set forth from time to time in Columbia’s filingstivthe Securities and Exchange Commission, avVailabthe SEC's website at
www.sec.gowvand the Company's website at www.columbiabank.@echyding the “Risk Factors,” “Business” and
“Management's Discussion and Analysis of FinanCahdition and Results of Operations” sections afamnual reports on
Form 10-K and quarterly reports on Form 10-Q, fexctbat may cause actual results to differ matgriedm those contemplated
by such forward-looking statements include, amathers, the following: (1) local, national and imtational economic
conditions may be less favorable than expectedwee a more direct and pronounced effect on Coluhisia expected and
adversely affect Columbia's ability to continueiiitgrnal growth at historical rates and mainthie quality of its earning assets;
(2) changes in interest rates may reduce interasgins more than expected and negatively affedtifighsources; (3) projected
business increases following strategic expansiapening or acquiring new branches may be lower éxgpected; (4) costs or
difficulties related to the integration of acqusits may be greater than expected; (5) compefigesure among financial
institutions may increase significantly; and (&)igtation or regulatory requirements or changes athsersely affect the
businesses in which Columbia is engaged. We betlevexpectations reflected in our forwadogking statements are reasona
based on information available to us on the datedieHowever, given the described uncertaintiebsrisks, we cannot guaran
our future performance or results of operationsyamdshould not place undue reliance on these follzking statements. We
undertake no obligation to update or revise anyéod-looking statements, whether as a result of inéevmation, future events
or otherwise. The factors noted above and the askisuncertainties described in our SEC filingsusthde considered when
reading any forward-looking statements in thisaste



