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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This annual report on Form 10-K may contain forwiaraking statements within the meaning of the Rev@ecurities Litigation Reform
Act of 1995. These forwarlboking statements include, but are not limitedstatements about our plans, objectives, expentatad intentior
that are not historical facts, and other statemieletstified by words such as “expects,” “anticipgteintends,” “plans,” “believes,” “should,”
“projects,” “seeks,” “estimates” or words of similaeaning. These forward-looking statements aredas current beliefs and expectations o
management and are inherently subject to significagsiness, economic and competitive uncertaiatiescontingencies, many of which are
beyond our control. In addition, these forward-limgkstatements are subject to assumptions witheotsp future business strategies and
decisions that are subject to change. In additahé factors set forth in the sections titled Ri&ctors,” “Business” and “Management’s
Discussion and Analysis of Financial Condition &webults of Operations” in this Form 10-K, the fallag factors, among others, could cause
actual results to differ materially from the antiaied results:

» local and national economic conditions coulddss favorable than expected or could have a miogetdand pronounced effect on us
than expected and adversely affect our abilityiatioue internal growth and maintain the qualityoaf earning assets;

» the local housing/real estate markets where weat@@nd make loans could face challer

» the risks presented by an uncertain economychwtuld adversely affect credit quality, collateralues, including real estate
collateral, investment values, liquidity and loaigmations and loan portfolio delinquency rates;

» the inability to smoothly integrate West Coast Bapowith Columbia and retain customers and empls;

» the efficiencies and enhanced financial and atjreg performance we expect to realize from investis in personnel, acquisitions and
infrastructure may not be realized;

* interest rate changes could significantly reduddmnterest income and negatively affect fundingrses

» projected business increases following strategi@esion or opening of new branches could be lohaam expecte:

» changes in the scope and cost of FDIC insurancetsd coverage

» the impact of acquired loans on our earni

» changes in accounting principles, policies, andiglines applicable to bank holding companies amiibg;

e competition among financial institutions could iease significantl

» continued consolidation in the Pacific Northwisancial services industry resulting in the cieatf larger financial institutions who
may have greater resources could change the cdimpddindscape;

» the goodwill we have recorded in connection veitiguisitions could become impaired, which may rervadverse impact on our
earnings and capital;

» the reputation of the financial services indyswould deteriorate, which could adversely affaat ability to access markets for funding
and to acquire and retain customers;

* our ability to effectively manage credit rishferest rate risk, market risk, operational rigigdl risk, liquidity risk and regulatory and
compliance risk; and

» our profitability measures could be adversely d@#ddaf we are unable to effectively manage our teé

You should take into account that forward-lookitatements speak only as of the date of this ref@ven the described uncertainties
and risks, we cannot guarantee our future perfocean results of operations and you should notepladiue reliance on these forwdodking
statements. We undertake no obligation to updatevise any forwardeoking statements, whether as a result of newrinéion, future even
or otherwise, except as required under federalrgmsulaws.
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ITEM 1. BUSINESS

General

” o n W

Columbia Banking System, Inc. (referred to in tl@port as “we,” “our,”, “the Company”, and "Colunal)) is a registered bank holding
company whose wholly owned banking subsidiary isi@bia State Bank (“Columbia Bank” or “the BankFeadquartered in Tacoma,
Washington, we provide a full range of banking &y to small and medium-sized businesses, profesisi and individuals. As part of the
acquisition of West Coast Bancorp on April 1, 20th®, Company also acquired West Coast Trust Compaoy(“West Coast Trust”), an
Oregon trust company that provides agency, fidyaad other related trust services with officePartland and Salem, Oregon.

Columbia Bank was established in 1993 to take adganof commercial banking business opportunitiesuir principal market area. The
opportunities to capture commercial banking maskeire were due to increased consolidations of hamksarily through acquisitions by out-
of-state bank holding companies, which createddaion of customers.

At December 31, 2013 Columbia Bank had 142 braachtions in Washington and Oregon. SubstantiallgfaColumbia Bank’s loans,
loan commitments and core deposits are withineitgise areas. Columbia Bank is a Washington stasetered commercial bank, the deposits
of which are insured in whole or in part by the &ed Deposit Insurance Corporation (“FDIC”). ColumBank is subject to regulation by the
FDIC, the Washington State Department of Finaraistitutions Division of Banks, and the Oregon Deypeent of Consumer and Business
Services Division of Finance and Corporate SeasitAlthough Columbia Bank is not a member of thddfal Reserve System, the Board of
Governors of the Federal Reserve System has ceupirvisory authority over the Company, which akso affect Columbia Bank.

Business Overview

Our goal is to continue to be a leading Pacifictheest regional community banking company whilesistently increasing shareholder
value. We continue to build on our reputation fecalent customer service in order to be recognasthe bank of choice for retail deposit
customers, small to medium-sized businesses ahgtafthouseholds in all markets we serve.

We have established a network of 142 branches ishifdgton and Oregon as of December 31, 2013 froiohalie intend to grow
market share. We operate 65 branches in westerhiié¢ggn, 15 branches in eastern Washington, 52chesin western Oregon, and 10
branches in eastern Oregon. Washington countidsdacAdams, Asotin, Benton, Clallam, Clark, CowliEranklin, Grant, Jefferson, King,
Kitsap, Klickitat, Mason, Pierce, Skagit, SnohomiSpokane, Thurston, Walla Walla, Whatcom, Whitraad Yakima. Oregon counties
include Clackamas, Clatsop, Deschutes, Hood Riedferson, Lane, Lincoln, Marion, Multnomah, Pdli{lamook, Umatilla, Wasco,
Washington and Yamiill.

Our branch system funds our lending activities altalvs for increased contact with customers, betteving both retail and business
depositors. We believe this approach enables agpand lending activities while attracting a statee deposit base and enhancing utilizatior
of our full range of products and services. To suppur strategy of market penetration and incrégsefitability while continuing our
personalized banking approach, we have investedperienced banking and administrative personmthane incurred related costs in the
creation of our branch network. Our branch systach@her delivery channels are continually evalda® an important component of ongoing
efforts to improve efficiencies without compromigioustomer service.

Business Strategy

Our business strategy is to provide our customérstive financial sophistication and product deptla regional banking company while
retaining the appeal and service level of a comtyuank. We continually evaluate our existing besmprocesses while focusing on
maintaining asset quality and diverse loan and sieportfolios, building our strong core deposisbaexpanding total revenue and controlling
expenses in an effort to increase our return ona@eeequity and gain operational efficiencies. Assailt of our strong commitment to highly
personalized, relationship-oriented customer senoar varied products, our strategic branch locatiand the long-standing community
presence of our managers, banking officers andchrparsonnel, we believe we are well positionesttiact and retain new customers and to
increase our market share of loans, deposits, tieggs, and other financial services. We are cotethib increasing market share in the
communities we serve by continuing to leverageexisting branch network, adding new branches inl&egtions and considering business
combinations that are consistent with our expanstategy throughout the Pacific Northwest. We hgnaevn our franchise over the past
decade through a combination of acquisitions agdrmic growth.
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To that end, on April 1, 2013, the Company complét® acquisition of West Coast Bancorp ("West €)ashe Company acquired
approximately $2.63 billion in assets, including4lbillion in loans measured at fair value, angragimately $1.88 billion in deposits. See
Note 2 to the Consolidated Financial Statementi#tém 8. Financial Statements and Supplementara'Daftthis report for further informatic
regarding this acquisition.

Products & Services

We place the highest priority on customer serviog assist our customers in making informed decssiohen selecting from the produ
and services we offer. We continuously review awdpct and service offerings to ensure that we igewur customers with the tools to meet
their financial needs. A more complete listing bftlae services and products available to our ausis can be found on our website:
www.columbiabank.comSome of the core products and services we affsdude:

Personal Banking Business Banking Wealth Management
* Investment Services through CB

e Checking and Saving Accounts e Agricultural Lending Financial Services
e Consumer Lending e Cash Management e Private Banking
»  Electronic Bill Pay *  Checking and Saving Accounts e Psefonal Banking
e Online Banking e Commercial & Industrial Lending e ruBt Services
*  Mobile Banking * International Bang
* Residential Lending e Merchant Card Services
* VISA® Card Services e Mobile Banking

e Municipal Lending
e Online Banking

. Real Estate and Real Estate Construction
Lending

* Remote Deposit Capture
e SBA Lending

*  Small Business Services
« VISA® Card Services

Personal Banking: We offer our personal banking customers an assmttiof account products including noninterest anterest-bearing
checking, savings, money market and certificatéegfosit accounts. Overdraft protection is alsolake with direct links to the customer’s
checking account. Personal banking customers soepabvided with a variety of borrowing productsliding fixed and variable rate home
equity loans and lines of credit, home mortgageptwchases and refinances, personal loans, aed athsumer loans. Eligible personal
banking customers with checking accounts are pealal Visa® Debit Card which can be used both to make purchasgss an ATM card. A
variety of Visa® Credit Cards are also available to eligible perkbraking customers.

Online Banking

Columbia Bank’s Premier Personal Online Banking/fotes simple navigation, access to important inetion and frequently used
features, as well as the foundation for a bestasscmobile banking solution. Our online banking/ee, Columbia Onliné", provides our
personal banking customers with the ability to lsed@d securely conduct their banking business®#da day, 7 days a week.
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Business Banking: We offer our business banking customers the foimmaf a variety of checking, savings, interesatiy money market
and certificate of deposit accounts to satisfytair banking needs. In addition to these core lmangroducts we provide a breadth of services
to support the complete financial needs of small middle market businesses including Wealth ManaggnCash Management, Professional
Banking, International Banking, VISA Credit Carti#erchant Services and Commercial Lending.

Cash Management

Columbia Bank’s diversified Cash Management Prograre tailored to meet specific banking needs df éadividual business. We
combine technology with integrated operations audll expertise for safe, powerful, flexible solaso Columbia customers, of all sizes,
choose from a full range of transaction and Cashdgament tools to gain more control over and mageerfrom their money. Services
include Commercial Online Banking, Positive Payffgrotection, Automated Clearing House (ACH) pagtagand Remote Deposit Capture.

Our Cash Management professionals work with busgeto find the best combination of services totriesr needs. This customized,
modular approach ensures their business bankingupes are cost-effective now, with flexibilityrféuture growth.

Commercial Lending

We offer a variety of loan products tailored to intbe various needs of business banking custor@eremercial loan products include
accounts receivable and inventory financing as aBmall Business Administration ("SBA") financivge also offer commercial real estate
loan products for construction and developmentesmanent financing. Real estate lending activitiege been focused on construction and
permanent loans for both owner occupants and iavesiented real estate properties. Commercial ingntkas been directed toward meeting
the credit and related deposit needs of varioweddimisinesses and professional practice organigatiperating in our primary market areas.

International Banking

Columbia Bank’s International services divisionesff a range of financial services to help forwdidking independent businesses
explore global markets and conduct internatioreddrsmoothly and expediently. We are proud to piegimall and mid-size businesses with
the same caliber of expertise and personalizedcsetivat national banks usually limit to large mesises. Our experience with foreign currenc
exchange, letters of credit, foreign collectiond &nade finance services can help independent coiepapen the door to new markets and
suppliers overseas.

Merchant Card Services

Business clients that use Columbia’s Merchant Galices have the ability to accept VisaMasterCard® and DiscoveP sales drafts
for deposit directly into their business checkirgaunt. Merchants are provided with a compreherstegunting system tailored to their
needs, which includes month-to-date credit carabgi¢jinformation on a transaction statement. Irgeatcess is available, allowing business
customers to review merchant statements, authqrizgdured, cleared and settled transactions. Guhuoffers state-of-the-art point of sale
solutions to suit our customers’ needs for carégptance, including terminals, mobile platformstuat terminals and on-line applications.

Business VISA ® Debit and Credit Cards

We offer our business banking customers a seleofidgfisa® Cards including the Business Debit Card that wtikesa check wherever
Visa®is accepted. We partner with Elan Financial Sesvtoeoffer a variety of Vis&Credit Cards that come with important businesafest
including awardwinning expense management tools, free employeis @ard added security benefits. A specialty comtywaird for nonprofi
organizations and municipalities is also available.
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Wealth Management: We offer tailored solutions to high net-worth inidivals, families and professional businesses irateas of private
banking, professional banking, financial serviced ttust and estate services.

CB Financial Services

Located at Columbia State Bank, CB Financial Sesfit, offers a comprehensive array of financial sohsithat focuses on wealth
management by delivering personalized service apdreence through dedicated Financial Advisorsisgrvarious geographical areas.

Comprehensive solutions include:

¢ Individual and Business Retirement Solutions 401(k) plans, SEPs, IRAs, SIMPLE, Profit ShariNgn-Qualified Deferred
Compensation Plans, Money Pension Plans, Exit RigrBtrategies.

* Insurance Solutions: Long-Term Care, Disability, Life Insurance (KeyaklLife Insurance, Buy-Sell Agreements).

* Wealth Management: Professional Asset Management, Strategic Assetafion, Fixed Income (Bond) Investing (Municipal,
Corporate, Government), Exchange Traded Funds (ERRsuities, Mutual Funds, Equities.

* Financial Planning: Asset Allocation, Net Worth Analysis, Estate Pimy & Preservatioff’, Education Funding, Wealth Transfer.

Private Banking

Columbia Private Banking offers affluent clientaled their businesses complex financial solutionshss deposit and cash managemer
services, credit services, and wealth managemaéegtes. Each private banker coordinates a reiship team of experienced financial
professionals to meet the unique needs of eackrdisg customer.

Professional Banking

Columbia Professional Bankers are uniquely quaifeehelp medical and dental professionals acqghbiridg and grow their practice. We
offer tailored banking and investment solutionsvazkd by experienced bankers with the industrywkedge necessary to meet their business
unique needs. No matter what the needs are nowtbeiyears to come, we guide professionals thraligheir financial options to make their

banking as easy and personal as possible.

Trust and | nvestment Services

Trust services are provided through Columbia BanlsfTand West Coast Trust. We offer a wide randggif quality fiduciary,
investment and administrative trust services, cediglith local, personalized attention to the unigeguirements of each trust. Services incl
Personal Trusts, Special Needs (Supplemental) §ristate Settlement Services, Investment AgendyCéraritable Management Services.

Our highly skilled and experienced professionaésfally dedicated to providing the information,igénce and care to help our custorn
achieve their financial goals and plan for a bdtiaure.

(1) Securities and insurance products are offéramligh Cetera Investment Services LLC (doing iasae business in CA as CFGIS
Insurance Agency), member FINRA/SIPC. Advisory gms are offered through Cetera Investment Advikefs. Neither firm is
affiliated with the financial institution where iagtment services are offered.

* Investment products are Not FDIC insured * No lbgnarantee * Not a deposit * Not insured by ardefal government agency *
May lose value.

(2) For a comprehensive review of your persortabsion, always consult a tax or legal Advisor.ther Cetera, nor any of its

representatives may give legal or tax advice.




Table of Contents

Competition

Our industry remains highly competitive despite ent&in economic conditions. Several other finanicistitutions with greater resources
compete for banking business in our market areassd competitors have the ability to make largenso finance extensive advertising and
promotion campaigns, access international finamoidkets and allocate their investment assetsgiome of highest yield and demand. In
addition to competition from other banking instituis, we continue to compete with non-banking camgmasuch as credit unions, brokerage
houses and other financial services companies. dgete for deposits, loans, and other financialises by offering our customers similar
breadth of products as our larger competitors wdhdliévering a more personalized service level datter transaction turnaround time.

Market Areas

With the acquisition of West Coast, Columbia rankedenth in deposit market shéta both Washington and Oregon, with 2013 state
deposit market share of 3.00% and 3.94% respegtiVé continue to pursue initiatives that will inope our operating efficiency through the
combination of increased revenues and lower exge$®se initiatives have led to consolidation @fiches and operating systems. At year-
end we had 142 branches, down from a combined d&®bes in September 2012 when we announced theGuast acquisition.

Washington: Approximately 26%, or 21 of our 80 Washington lofaes are located in Pierce County, with an estidh204.3 population
of 815,000 residents. At June 30, 2013 our Piemen€ branch locations’ share of the county’s tdigbosit market was over 18% ranking
first among our competition. Also located in Pie@eunty is our Company headquarters in the citjyasfoma and two nearby operational
facilities. Some of the most significant contritistdo the Pierce County economy are the Port obifea; whose activities are related to more
than 43,000 jobs in the county and well over 110,@0the state of Washington; Joint Base Lewis-Ma@hs the third largest employer in
Pierce County, accounting for over 20% of the Cgumtotal employment, and the manufacturing industnich supplies the Boeing Compa

We operate 12 branch locations in King County,ldglg Seattle, Bellevue and Redmond. King Countyictvis Washington’s most
highly populated county at over two million resitiens a market that has significant growth potdritr our Company. At June 30, 2013 we
ranked 14"in our share of the King County deposit marketust pver 1%%; and continue to make inroads within this markedvtigh the
strategic outreach of our banking teams. The niditly County economy is primarily made up of theaspace, construction, computer
software and biotechnology industries. South KimgiGty, with its close proximity to Pierce County,considered a natural extension of our
primary market area. The economy of south King @pisipredominantly comprised of residential comitiaa supported by light industrial,
retail, aerospace and distributing and warehousidgstries.

Columbia ranks first in market share in Pierce GguBainbridge Island, the Enumclaw Plateau and iEaW@ounty®. We also have
locations in Adams, Asotin, Benton, Clallam, Cldfkanklin, Grant, Jefferson, Kitsap, Klickitat, LeswMason, Skagit, Snohomish, Spokane,
Thurston, Walla Walla, Whatcom, Whitman, and Y akicocainties.

Oregon: With the acquisition of West Coast in April 201@ significantly expanded our market area in Oreguoimging our total to 62
branch locations in the state at the end of 201wréximately 21%, or 13 of our 62 Oregon branchedacated in Clackamas and Multhomah
counties. Both counties are part of the Portlanttopelitan area, the most populous in the state,aamother area with significant growth
potential for Columbia. At June 30, 2013, our caneloi Clackamas and Multnomah branch locations sifate counties’ total deposit market
was 7.2%Y, up from 0.78% for the prior year. The principadiistries in the metropolitan area include manufag, transportation, wholes:
and retail trade, and tourism. Oregon has no salesnd attracts shoppers from southwest Washindtpproximately 19% of our Oregon
branches are in Marion County, the location of Baléhe state capital. Our total deposit marketesiathis county was 15.1%at June 30,
2013. While government is the county’s primary eoypl, Marion County is the leader in agriculturedguction among all other counties in
the state.

Columbia ranks first in deposit market share int€ip (29%), Hood River (23%), Lincoln (22%) and \&asounties?. Other Oregon
counties we serve include Clackamas, Deschutdgydefi, Lane, Marion, Multnomah, Polk, Tillamooknétilla, Washington and Yambhill.
Columbia Bank ranks severithin total deposit market share in Oregon, with jusder 4% of the deposit market share.

For additional information regarding our brancteese Item 2. "Properties” of this report.

(1) Source: FDIC Annual Summary of Deposit RepsroBJune 30, 2013.
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Employees

As of December 31, 2013 the Company employed ajpaiely 1,695 full-time equivalent employees, a dib¥sease from 1,198
employees at December 31, 2012 . The increase nvaargly due to the acquisition of West Coast dgrihe second quarter of 2013. We value
our employees and pride ourselves on providingoéepsional work environment accompanied by compreie benefit programs. We are
committed to providing flexible and value-added dfigs to our employees through a “Total Compensa@bilosophy” which incorporates all
compensation and benefits. Our continued commitizeamployees was demonstrated by Columbia Banmigh®nored as one of tiReiget
Sound Business Journal'®/ashington’s Best Workplaces” for the seventh emsive year.

Available Information

We file annual reports on Form 10-K, quarterly mepon Form 10-Q, periodic reports on Form 8-K xyretatements and other
information with the United States Securities amdttange Commission (“SEC”). The public may obtaipies of these reports and any
amendments at the SEC'’s Internet sitejw.sec.gov

Additionally, reports filed with the SEC can beaahbed through our website atvw.columbiabank.comThese reports are made
available through our website as soon as reasopahbticable after they are filed electronicallyiwihe SEC. Information contained on our
website is not intended to be incorporated by egfee into this report.

Supervision and Regulation

The following discussion provides an overview oftaim elements of the extensive regulatory framévamplicable to the Company and
Columbia State Bank, which operates under the maah@mbia Bank in Washington and Oregon. This regmaframework is primarily
designed for the protection of depositors, feddeglosit insurance funds and the banking systemndmke, rather than specifically for the
protection of shareholders. Due to the breadthgaindth of this regulatory framework, our costs ofrfpliance continue to increase in order to
monitor and satisfy these requirements.

To the extent that this section describes statudad/regulatory provisions, it is qualified by nefiece to those provisions. These statutes
and regulations, as well as related policies, abgest to change by Congress, state legislaturédeateral and state regulators. Changes in
statutes, regulations or regulatory policies agie to us, including the interpretation or implenation thereof, could have a material effect
on our business or operations. In light of theritial crisis, numerous changes to the statutes)aggns or regulatory policies applicable to us
have been made or proposed. The full extent tolwthiese changes will impact our business is nokiyetvn. However, our continued efforts
to monitor and comply with new regulatory requirentseadd to the complexity and cost of our business.

Federal Bank Holding Company Regulation

General . The Company is a bank holding company as defimélge Bank Holding Company Act of 1956, as amen@dBHCA"), and is
therefore subject to regulation, supervision arah@Rration by the Federal Reserve. In general, tHEA limits the business of bank holding
companies to owning or controlling banks and enggi other activities closely related to bankifige Company must file reports with and
provide the Federal Reserve such additional inftionas it may require. Under the Financial Servibdernization Act of 1999, a bank
holding company may apply to the Federal Resenmtmme a financial holding company, and therelyaga (directly or through a
subsidiary) in certain expanded activities deenreahttial in nature, such as securities and ins@amderwriting.

Holding Company Bank Ownership . The BHCA requires every bank holding companylitam the prior approval of the Federal
Reserve before (i) acquiring, directly or indirgctbwnership or control of any voting shares oftapobank or bank holding company if, after
such acquisition, it would own or control more th of such shares; (ii) acquiring all or substhtiall of the assets of another bank or banl
holding company; or (iii) merging or consolidatingth another bank holding company.

Holding Company Control of Nonbanks. With some exceptions, the BHCA also prohibits akbawiding company from acquiring or
retaining direct or indirect ownership or contrbinaore than 5% of the voting shares of any compahigh is not a bank or bank holding
company, or from engaging directly or indirectlyactivities other than those of banking, managingomtrolling banks, or providing services
for its subsidiaries. The principal exceptionshtese prohibitions involve certain non-bank actigtthat, by statute or by Federal Reserve
regulation or order, have been identified as atiwiclosely related to the business of bankingf@ananaging or controlling banks.
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Transactions with Affiliates . Subsidiary banks of a bank holding company abestito restrictions imposed by the Federal Resét
on extensions of credit to the holding companytosubsidiaries, on investments in their securéigs on the use of their securities as colla
for loans to any borrower. These regulations asttictions may limit the Company's ability to oltdiinds from Columbia Bank for its cash
needs, including funds for payment of dividendsgiiest and operational expenses.

Tying Arrangements. We are prohibited from engaging in certain tirangements in connection with any extensiorredit, sale or
lease of property or furnishing of services. Faaraple, with certain exceptions, neither the Compaanyits subsidiaries may condition an
extension of credit to a customer on either (@guirement that the customer obtain additionaliseswprovided by us; or (ii) an agreement by
the customer to refrain from obtaining other seggifrom a competitor.

Support of Subsidiary Banks . Under Federal Reserve policy and the Dodd-Fraal Bfreet Reform and Consumer Protection Act
(“Dodd-Frank Act"), the Company is expected to asta source of financial and managerial streng@olambia Bank. This means that the
Company is required to commit, as necessary, ressuo support Columbia Bank. Any capital loansiaktholding company makes to its
subsidiary banks are subordinate to deposits andrtain other indebtedness of those subsidiaridan

State Law Restrictions . As a Washington corporation, the Company is siltgecertain limitations and restrictions undeplagable
Washington corporate law. For example, state latrictions in Washington include limitations andtrections relating to indemnification of
directors, distributions to shareholders, transastinvolving directors, officers or interested reflders, maintenance of books, records, and
minutes, and observance of certain corporate fatiesl

Federal and State Regulation of Columbia Bank

General . The deposits of Columbia Bank, a Washington enad commercial bank with branches in Washingt@h@regon, are insure
by the FDIC. As a result, Columbia Bank is subjectupervision and regulation by the Washingtonddepent of Financial Institutions'
Division of Banks and the FDIC. With respect toriiaes of Columbia Bank in Oregon, the Bank is aldgiect to supervision and regulation
by the Oregon Department of Consumer and Businesscgs, as well as the FDIC. These agencies tevauthority to prohibit banks from
engaging in what they believe constitute unsafensound banking practices.

Consumer Protection . The Bank is subject to a variety of federal atadlesconsumer protection laws and regulationsgheérn its
relationship with consumers including laws and tatjons that impose certain disclosure requiremantsregulate the manner in which we
take deposits, make and collect loans, and praider services. Failure to comply with these lang segulations may subject the Bank to
various penalties, including but not limited tof@wsement actions, injunctions, fines, civil mongtpenalties, criminal penalties, punitive
damages, and the loss of certain contractual rights

Community Reinvestment . The Community Reinvestment Act ("CRA") of 197 gug&es that, in connection with examinations of
financial institutions within their jurisdictionhe Federal Reserve or the FDIC evaluate the resfdite financial institution in meeting the
credit needs of its local communities, including/land moderate-income neighborhoods, consistehttivt safe and sound operation of the
institution. A bank's community reinvestment recsrdlso considered by the applicable banking agsno evaluating mergers, acquisitions
and applications to open a branch or facility.

Insider Credit Transactions. Banks are also subject to certain restrictiorsosed by the Federal Reserve Act on extensionedftdo
executive officers, directors, principal sharehoddar any related interests of such persons. Extes®f credit (i) must be made on
substantially the same terms, including interegtsrand collateral, and follow credit underwritiprpcedures that are at least as stringent as
those prevailing at the time for comparable tratisas with persons not related to the lending bamki (i) must not involve more than the
normal risk of repayment or present other unfavierédatures. Banks are also subject to certainmgndnits and restrictions on overdrafts to
insiders. A violation of these restrictions mayuleg the assessment of substantial civil monegamyalties, regulatory enforcement actions,
and other regulatory sanctions.

Regulation of Management . Federal law (i) sets forth circumstances unddckvbfficers or directors of a bank may be remoligdhe
institution's federal supervisory agency; (ii) @acgestraints on lending by a bank to its execuiffieers, directors, principal shareholders, and
their related interests; and (iii) generally pratstmanagement personnel of a bank from servirdjrastors or in other management positions
of another financial institution whose assets edaspecified amount or which has an office withispecified geographic area.
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Safety and Soundness Standards . Certain noreapital safety and soundness standards are alss@dppon banks. These standards ¢
internal controls, information systems and inteanadit systems, loan documentation, credit undéngriinterest rate exposure, asset growth,
compensation, fees and benefits, such other opaedtand managerial standards as the agency detsnu be appropriate, and standards for
asset quality, earnings and stock valuation. Atitirteon that fails to meet these standards maguigect to regulatory sanctions, including
limitations on growth.

Interstate Banking and Branching

The Riegle-Neal Interstate Banking and Branchirficieihcy Act of 1994 (“Interstate Act”) together thithe Dodd-Frank Act relaxed
prior interstate branching restrictions under fatlaw by permitting, subject to regulatory apprpetate and federally chartered commercial
banks to establish branches in states where thepawnit banks chartered in such states to edtatmanches. The Interstate Act requires
regulators to consult with community organizatibe$ore permitting an interstate institution to eéasbranch in a low-income area. Federal
banking agency regulations prohibit banks from gighreir interstate branches primarily for depositquction and the federal banking agencie
have implemented a loan-to-deposit ratio screemsure compliance with this prohibition.

Dividends

The principal source of the Company's cash is fdiridends received from Columbia Bank, which arkjsct to government regulation
and limitations. Regulatory authorities may prohli@nks and bank holding companies from payingdéinds in a manner that would constil
an unsafe or unsound banking practice or wouldaediie amount of its capital below that necessangeet minimum applicable regulatory
capital requirements. Washington law also limitsak's ability to pay dividends that are greatantthe bank's retained earnings without
approval of the applicable banking agency. Basehtioduces additional limitations on banks’ afyilio issue dividends by imposing a capital
conservation buffer requirement.

Capital Adequacy

Regulatory Capital Guidelines. Federal bank regulatory agencies use capitalugagcguidelines in the examination and regulation o
bank holding companies and banks. The guidelinesresk-based,’'meaning that they are designed to make capitainegents more sensiti
to differences in risk profiles among banks andddasliding companies.

Tier | and Tier 11 Capital . Under the guidelines, an institution's capitali\ided into two broad categories, Tier | capéat Tier Il
capital. Tier | capital generally consists of commsockholders' equity (including surplus and uid#d profits), qualifying non-cumulative
perpetual preferred stock, and qualified minonitierests in the equity accounts of consolidatedigidgries. Tier | capital generally excludes
goodwill and intangible assets, net unrealizedgaimd losses on available for sale securities aodhaulated net gains and losses on cash flo
hedges. Tier Il capital generally consists of theance for loan losses, hybrid capital instrunsesntd qualifying subordinated debt. The sum
of Tier | capital and Tier Il capital representsiastitution's total capital. The guidelines reguihat at least 50% of an institution's total capit
consist of Tier | capital.

Risk-based Capital Ratios. The adequacy of an institution's capital is gaugemarily with reference to the institution'skigeighted
assets. The guidelines assign risk weightings togtitution's assets in an effort to quantify tekative risk of each asset and to determine the
minimum capital required to support that risk. Astitution's risk-weighted assets are then compartkdits Tier | capital and total capital to
arrive at a Tier | risk-based ratio and a totdt-imsed ratio, respectively. The guidelines providg an institution must have a minimum Tier |
risk-based ratio of 4% and a minimum total riskdshsatio of 8%.

Leverage Ratio . The guidelines also employ a leverage ratio, WiscTier | capital as a percentage of averagé &stsets, less
intangibles. The principal objective of the leveragtio is to constrain the maximum degree to whitfank holding company may leverage its
equity capital base. The minimum leverage rati®%s however, for all but the most highly rated baokding companies and for bank holding
companies seeking to expand, regulators expeaiditianal cushion of at least 1% to 2%.

Prompt Corrective Action . Under the guidelines, an institution is assigtedne of five capital categories depending omoital risk-
based capital ratio, Tier | risk-based capitalo;adind leverage ratio, together with certain subjedactors. The categories range from “well
capitalized” to “critically undercapitalized.” Ingitions that are “undercapitalized” or lower aubjgct to certain mandatory supervisory
corrective actions. At each successively lowertehpategory, an insured bank is subject to in@eéasstrictions on its operations. During tf
challenging economic times, the federal bankingiie@grs have actively enforced these provisionsn&of the thresholds have been revised
under Basel Ill, which will become effective fosired depository institutions in 2015.
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Basel 111 . Basel Ill updates and revises significantly therent international bank capital accords (so-celBasel I’ and “Basel I17).
Basel Il is intended to be implemented by partitipg countries for large, internationally activenks. However, standards consistent with
Basel Il will be formally implemented in the UniteéStates through a series of regulations, somehafhwmay apply to other banks. In addition
to the standards agreed to by the Basel 11l Coremjtthe U.S. implementing rules also incorporattageprovisions of the Dodd-Frank Act.
Among other things, Basel lll:

e Creates “Tier 1 Common Equity,” a new measureegfilatory capital closer to pure tangible comraquity than the present
Tier 1 definition;

» Establishes a required minimum risk-based chgta for Tier 1 Common Equity at 4.5 percent aftls a 2.5 percent capital
conservation buffer;

» Increases the required Tier 1 Capital risk-bas#id to 6.0 percent and the required total chpigi-based capital ratio to 8.0
percent;

* Increases the required leverage ratio to 4.0 péraer

» Allows for permanent grandfathering of ngualified instruments, such as trust preferred $ges, issued prior to May 19, 20
for depository institutions holding companies witks than $15 billion in total assets as of yer@a-2009, subject to a limit of :
percent of Tier 1 capital.

The full impact of the Basel Il rules cannot beetmined at this time as many regulations arelstihg written and the implementation
of currently released regulations for banks nofesttlio the advanced approach rule, such as thep@ayrand Columbia Bank, will not begin
until January 1, 2015. Certain aspects of Baselilllbe phased in over a period of time after Jagul, 2015. Management believes that, as o
December 31, 2013, the Company would meet all gbpitequacy requirements under the Basel Il CaRitites on a fully phaseithbasis as
such requirements were currently in effect.

Regulatory Oversight and Examination

The Federal Reserve conducts periodic inspectibhark holding companies, which are performed lostsite and offsite. The
supervisory objectives of the inspection programtarascertain whether the financial strength efitank holding company is being maintai
on an ongoing basis and to determine the effeatemsequences of transactions between a holdingayror its norbanking subsidiaries al
its subsidiary banks. For holding companies undérisllion in assets, the inspection type and feeguy varies depending on asset size,
complexity of the organization, and the holding pamy's rating at its last inspection.

Banks are subject to periodic examinations by themary regulators. Bank examinations have evolvenh reliance on transaction
testing in assessing a bank's condition to afisksed approach. These examinations are exteasd/eover the entire breadth of operation
the bank. Generally, safety and soundness examisaticcur on an 18-month cycle for banks under $5illibn in total assets that are well
capitalized and without regulatory issues, andriitiths otherwise. Examinations alternate betweeffetieral and state bank regulatory ag:
or may occur on a combined schedule. The frequeficgnsumer compliance and CRA examinations isskihto the size of the institution and
its compliance and CRA ratings at its most rec&atrénations. However, the examination authorityhaf Federal Reserve and the FDIC all
them to examine supervised banks as frequentlg@sidd necessary based on the condition of thedyaaka result of certain triggering
events.

Corporate Governance and Accounting

Sarbanes-Oxley Act of 2002 . The Sarbanes-Oxley Act of 2002 (the “Act”) addiss among other things, corporate governancetjragidi
and accounting, enhanced and timely disclosur@qfarate information, and penalties for non-comqdi& Generally, the Act (i) requires chief
executive officers and chief financial officerscertify to the accuracy of periodic reports filedwthe SEC; (ii) imposes specific and enhar
corporate disclosure requirements; (iii) acceler#te time frame for reporting of insider transacsi and periodic disclosures by public
companies; (iv) requires companies to adopt antlatie information about corporate governance prestiincluding whether or not they have
adopted a code of ethics for senior financial efficand whether the audit committee includes at lmae “audit committee financial expert;”
and (v) requires the SEC, based on certain enuetefattors, to regularly and systematically reveasporate filings.

Anti-Money Laundering and Anti-terrorism

Bank Secrecy Act and USA Patriot Act of 2001 . The Bank Secrecy Act (the "BSA") requires albfiitial institutions, including banks
and securities broker-dealers, to, among otheg#hiestablish a risk-based system of internal otmteasonably designed to prevent money
laundering and the financing of terrorism. It iré$ a variety of recordkeeping and reporting respémts (such as cash and suspicious activi
reporting) as well as due diligence/know-your-costo documentation requirements.
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The Uniting and Strengthening America by Providippropriate Tools Required to Intercept and Obstiigrorism Act of 2001,
intended to combat terrorism, was renewed witha@@d@mendments in 2006 (the “Patriot Act”). TheridatAct further augments and
strengthens the requirements set forth in the BI®w. Patriot Act, in relevant part, (i) prohibitsrika from providing correspondent accounts
directly to foreign shell banks; (ii) imposes dukgeénce requirements on banks opening or holdogpants for foreign financial institutions or
wealthy foreign individuals; (iii) requires finamtiinstitutions to establish an anti-money-laundgicompliance program; and (iv) eliminates
civil liability for persons who file suspicious adty reports. The Patriot Act also includes praeiss providing the government with power to
investigate terrorism, including expanded governnaegess to bank account records. Columbia Bankstabslished compliance programs
designed to comply with the BSA and USA Patriot Aerjuirements.

Financial Services Modernization

Gramm-Leach-Bliley Act of 1999 . The Gramm-Leach-Bliley Financial Services Modeation Act of 1999 (the "GLBA") brought about
significant changes to the laws affecting bankslzamk holding companies. Generally, the GLBA (peals historical restrictions on
preventing banks from affiliating with securitiesiis; (ii) provides a uniform framework for the ities of banks, savings institutions and
their holding companies; (iii) broadens the acigtthat may be conducted by national banks ankithgusubsidiaries of bank holding
companies; (iv) provides an enhanced frameworlpfotecting the privacy of consumer information aaquires notification to consumers of
bank privacy policies; and (v) addresses a vaoéther legal and regulatory issues affecting lu#ti-to-day operations and long-term
activities of financial institutions. Bank holdimgpmpanies that qualify and elect to become findimbling companies can engage in a wider
variety of financial activities than permitted ungeevious law, particularly with respect to insuca and securities underwriting activities.

Deposit Insurance

The Bank's deposits are insured under the Fedeqab$t Insurance Act, up to the maximum applicéibiés and are subject to deposit
insurance assessments designed to tie what bapKerpdeposit insurance to the risks they pose. Dbdd-Frank Act broadened the base for
FDIC insurance assessments. Assessments are ned drashe average consolidated total assets legbla equity capital of a financial
institution. In addition, the Dodd-Frank Act raisth@ minimum designated reserve ratio (the FDIf@dgiired to set the reserve ratio each yeat
of the Deposit Insurance Fund ("DIF") from 1.15%t85%; required that the DIF meet that minimunioraf insured deposits by 2020; and
eliminates the requirement that the FDIC pay dinitteto insured depository institutions when themes ratio exceeds certain thresholds. The
FDIC has established a higher reserve ratio of 8% lang-term goal beyond what is required by saflhe deposit insurance assessments tc
be paid by Columbia Bank could increase as a result

The Dodd-Frank Act

As a result of the financial crisis, on July 211@ahe Dodd-Frank Act was signed into law. The Dé&dank Act significantly changed tl
bank regulatory structure and is affecting the legddeposit, investment, trading and operating/diets of financial institutions and their
holding companies, including the Company and ColarBlank. The full impact of the Dodd-Frank Act magt be known for years. Some of
the provisions of the Dodd-Frank Act that may intpaer business are summarized below.

Corporate Governance . The Dodd-Frank Act requires publicly traded comipa to provide their shareholders with (i) a namding
shareholder vote on executive compensation, (idrabinding shareholder vote on the frequency ohsuote, (iii) disclosure of “golden
parachute” arrangements in connection with spetileange in control transactions, and (iv) a navthinig shareholder vote on golden
parachute arrangements in connection with thesegehim control transactions.

Prohibition Against Charter Conversions of Troubled I nstitutions. The Dodd-Frank Act generally prohibits a depoyiiastitution from
converting from a state to federal charter, or vieesa, while it is the subject to an enforcemetiba unless the bank seeks prior approval 1
its regulator and complies with specified proceduteensure compliance with the enforcement action.

Consumer Financial Protection Bureau . The Dodd-Frank Act created a new, independerrédcdgency called the Bureau of Consume
Financial Protection (“CFPB”). The CFPB has broalémaking, supervision and enforcement authorityafaide range of consumer
protection laws applicable to banks and thriftdwgteater than $10 billion in assets. Smaller tutins are subject to certain rules promulg
by the CFPB but will continue to be examined angesvised by their federal banking regulators fanptiance purposes. The CFPB has ist
numerous additional regulations that will likelychene industry best practice and increase the camgsi burden of Columbia Bank.
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Repeal of Demand Deposit | nterest Prohibition . The Dodd-Frank Act repeals the federal prohibgion the payment of interest on
demand deposits, thereby permitting depositonjtutsins to pay interest on business transactiahather accounts.

Proposed Legislation

General . Proposed legislation is introduced in almost gVegislative session. Certain of such legislatonld dramatically affect the
regulation of the banking industry. We cannot peediany such legislation will be adopted or ifstadopted how it would affect the business
of Columbia Bank or the Company. Recent historydemonstrated that new legislation or changesisiieg laws or regulations usually
results in a greater compliance burden and thexafenerally increases the cost of doing business.

Effects of Government Monetary Policy

Our earnings and growth are affected not only byegal economic conditions, but also by the fiscal monetary policies of the federal
government, particularly the Federal Reserve. TégeFal Reserve implements national monetary pédicguch purposes as curbing inflation
and combating recession, but its open market apesain U.S. government securities, control of discount rate applicable to borrowings
from the Federal Reserve, and establishment ofwesequirements against certain deposits, inflaghe growth of bank loans, investments
and deposits, and also affect interest rates cargdoans or paid on deposits. The nature andétrgdduture changes in monetary policies
and their impact on us cannot be predicted wittaggy.

ITEM 1A. RISK FACTORS

Our business exposes us to certain risks. Thewioilpis a discussion of what we currently believe the most significant risks and
uncertainties that may affect our business, firelremndition and future results.

A continued slow or fragile economic recovery coul@dversely affect our future results of operation®r market price of our stock.

The national and global economy and the finan@alises sector in particular continue to face sigant challenges. We cannot
accurately predict how quickly or strongly the eamy will recover from the recent recession, whiels dversely impacted the markets we
serve. The U.S. economy has also experienced siilagtzolatility in the financial markets. Any fumér deterioration in the economies of the
nation as a whole or in our markets would haveduegse effect, which could be material, on our hess, financial condition, results of
operations and prospects, and could also causadheet price of our stock to decline. While itrisgossible to predict how long challenging
economic conditions may exist, a slow or fragileoneery could continue to present risks into therfeitfor the industry and our company.

Economic conditions in the market areas we serve rgaadversely impact our earnings and could increaseur credit risk associated with
our loan portfolio and the value of our investmentportfolio.

Substantially all of our loans are to businessesiadividuals in Washington and Oregon, and coritigisoft economies in these market
areas could have a material adverse effect onuminéss, financial condition, results of operatiand prospects. While housing prices have
stabilized, unemployment remains relatively higbath Washington and Oregon. A deterioration inrttegket areas we serve could result in
the following consequences, any of which could hevedverse impact, which could be material, orbasiness, financial condition, results
operations and prospects:

. loan delinquencies may incree
. problem assets and foreclosures may incr

. collateral for loans made may decline furthevatue, in turn reducing customers’ borrowing poweducing the value of
assets and collateral associated with existingspan

. certain securities within our investment poitiaiould become other than temporarily impairedureng a write-down
through earnings to fair value, thereby reducingjityq

. low cost or norinterest bearing deposits may decrease
. demand for our loan and other products and serviesdecreas
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Our loan portfolio mix, which has loans secured byeal estate, could result in increased credit riskn a challenging economy.

Our loan portfolio is concentrated in commerciallrestate and commercial business loans. These tffjeans generally are viewed as
having more risk of default than residential resihée loans or certain other types of loans ordtments. In fact, the FDIC has issued
pronouncements alerting banks of its concern abeaty loan concentrations. Because our loan partbointains commercial real estate and
commercial business loans with relatively largeabaés, the deterioration of one or a few of theaad may cause a significant increase in ou
non-performing loans. An increase in non-perfornimans could result in a loss of earnings from ¢hesns, an increase in the provision for
loan losses, or an increase in loan charge-ofispwhich could have a material adverse impacbonresults of operations and financial
condition.

Any downturn in the economies or real estate vaind¢ise markets we serve could have a materialraéveffect on both borrowers’
ability to repay their loans and the value of thal property securing such loans. Our ability toxer on defaulted loans would then be
diminished, and we would be more likely to suffesdes on defaulted loans.

Our Allowance for Loan and Lease Losses (“ALLL") may not be adequate to cover future loan losses, whicould adversely affect
earnings.

We maintain an ALLL in an amount that we believadequate to provide for losses inherent in oun fmatfolio. While we strive to
carefully monitor credit quality and to identifydos that may become non-performing, at any timethee loans in the portfolio that could
result in losses, but that have not been identdiedonperforming or potential problem loans. We cannosibe that we will be able to ident
deteriorating loans before they become non-perfograssets, or that we will be able to limit losseghose loans that have been identified.
Additionally, the process for determining the ALkgquires different, subjective and complex judgraexftout the future impact from current
economic conditions that might impair the abilifyborrowers to repay their loans. As a result, fatsignificant increases to the ALLL may be
necessary.

Future increases to the ALLL may be required basedhanges in the composition of the loans conmmittie portfolio, deteriorating
values in underlying collateral (most of which cists of real estate) and changes in the financiatlition of borrowers, such as may result
from changes in economic conditions, or as a resudttual future events differing from assumptiosed by management in determining the
ALLL. Additionally, banking regulators, as an intagpart of their supervisory function, periodigateview our ALLL. These regulatory
agencies may require us to increase the ALLL. Arty@ase in the ALLL would have an adverse effebictvcould be material, on our
financial condition and results of operations.

Nonperforming assets take significant time to resek and adversely affect our results of operationsra financial condition.

Our nonperforming assets adversely affect ourmmime in various ways. Until economic and markeiditions improve to preecessiol
levels, we expect to continue to incur additiolakkes relating to elevated levels of nonperforrtoags. We do not record interest income on
nonaccrual loans, thereby adversely affecting nooine, and increasing loan administration costsefssacquired by foreclosure or similar
proceedings are recorded at the lower of carryadgevor fair value less estimated costs to sekk Vdluation of these foreclosed assets is
periodically updated and resulting losses, if arg, charged to earnings in the period in which @reyidentified. An increase in the level of
nonperforming assets also increases our risk prafid may impact the capital levels our reguldbeiieve is appropriate in light of such risks.
We utilize various techniques such as loan salesgouts, and restructurings to manage our probkeseta. Decreases in the value of these
problem assets, the underlying collateral, or slibrrowers’ performance or financial conditionulcbadversely affect our business, results of
operations and financial condition. In additiorg tlesolution of nonperforming assets requires it commitments of time from
management and staff, which can be detrimentaétfibpnance of their other responsibilities. We reagerience further increases in
nonperforming loans in the future.

13




Table of Contents

Our acquisitions and the integration of acquired bisinesses may not result in all of the benefits antpated, and future acquisitions may
be dilutive to current shareholders.

We have in the past and may in the future seekdw gur business by acquiring other businessesa@guisitions may not have the
anticipated positive results, including resultatielg to: correctly assessing the asset qualithefissets being acquired; the total cost of
integration including management attention andusses; the time required to complete the integnasiaccessfully; the amount of longer-term
cost savings; being able to profitably deploy fuadquired in an acquisition; or the overall perfanoe of the combined entity.

We also may encounter difficulties in obtaininguigd regulatory approvals and unexpected continlgrilities can arise from the
businesses we acquire. Integration of an acquinsthbss can be complex and costly, sometimes imgjusbmbining relevant accounting and
data processing systems and management contreiglleess managing relevant relationships with epeés, clients, suppliers and other
business partners. Integration efforts could dimehagement attention and resources, which cowiersely affect our operations or results.

Given the continued market volatility and uncergaimotwithstanding our loss-sharing arrangemeritis thie FDIC, we may experience
increased credit costs or need to take additiomakdowns and allowances for loan losses on thésagrd loans acquired that could adversely
affect our financial condition and results of opnas in the future.

We may also experience difficulties in complyingwtihe technical requirements of our loss-shargmgaments with the FDIC, which
could result in some assets which we acquire ind-88sisted transactions losing their coverage usulgr agreements.

Acquisitions may also result in business disrupitimat cause us to lose customers or cause custéoneamove their accounts from us
and move their business to competing financialtinsns. It is possible that the integration preseelated to acquisitions could result in the
disruption of our ongoing businesses or inconse@énin standards, controls, procedures and pseltbiat could adversely affect our ability to
maintain relationships with clients, customers,a#ors and employees. The loss of key employeesrinection with an acquisition could
adversely affect our ability to successfully condwgr business.

We may engage in future acquisitions involvingigsaance of additional common stock and/or casly. Aich acquisitions and related
issuances of stock may have a dilutive effect anirgs per share, book value per share or the ptarge ownership of current shareholders.
The use of cash as consideration in any such atiqoscould impact our capital position and maguiee us to raise additional capital.

Furthermore, notwithstanding our recent acquisgtjome cannot provide any assurance as to the extevitich we can continue to grow
through acquisitions as this will depend on thelakbdity of prospective target opportunities alwations we find attractive and the competi
for such opportunities from other parties.

The long-term success of our acquisition of West @st will depend upon our ability to successfully aatinue to integrate the two
organizations.

On April 1, 2013, we completed the acquisition oéSt/Coast. The long-term success of our acquisitidiest Coast will depend upon,
among other things, the ability to continue to @ssfully integrate the organizations and theirurel. If we are not able to achieve this
objective, the anticipated benefits of the acqisisitnay not be realized fully, or may take londwan expected to be realized.

Our decisions regarding the fair value of assets gaired could be inaccurate, which could materiallyand adversely affect our business,
financial condition, results of operations, and futire prospects.

Management makes various assumptions and judgrakatg the collectability of the acquired loans)ukling the creditworthiness of
borrowers and the value of the real estate and a®ets serving as collateral for the repaymeséoifired loans. If our assumptions are
incorrect, significant earnings volatility can oc@nd credit loss provisions may be needed to respm different economic conditions or
adverse developments in the acquired loan portfélity increase in future loan losses could haveatenal adverse effect on our operating
results.
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Our management of capital could adversely affect mfitability measures, the market price of our comma stock, and dilute the holders
of our outstanding common stock.

Our capital ratios are significantly higher thagukatory minimums. We may lower our capital ratiosough either selective acquisitions
that meet our disciplined criteria, organic loaowgth, investment in securities, or a combinatiomlbthree. Although we are periodically
engaged in discussions with other potential actioistandidates, we are not currently a party p@urchase or merger agreement. There cat
be no assurance that we will be able to negotidgted acquisitions on terms acceptable to us.

Conversely, there may be circumstances under whigbuld be prudent to consider alternatives fasirey capital to take advantage of
significant acquisition opportunities or in respens changing economic conditions. Our abilityase additional capital, if needed, will
depend on, among other things, conditions in tiptalamarkets at the time, which are outside ountiad, and our financial performance. Any
capital raising alternatives could dilute the hotdef our outstanding common stock and may adweefédct the market price of our common
stock.

If the goodwill we have recorded in connection witlacquisitions becomes impaired, it could have an &drse impact on our earnings an
shareholders' equity.

Accounting standards require that we account fquesitions using the acquisition method of accaumtinder acquisition accounting, if
the purchase price of an acquired company exceéedsir value of its net assets, the excess isechon the acquirer’s balance sheet as
goodwill. In accordance with generally acceptedaoting principles, our goodwill is evaluated forgairment on an annual basis or more
frequently if events or circumstances indicate thpbtential impairment exists. Such evaluation ipaypased on a variety of factors, including
the quoted price of our common stock, market pradesommon stock of other banking organizationsnown stock trading multiples,
discounted cash flows, and data from comparablaisitigns. Future evaluations of goodwill may résalimpairment and ensuing writiswn,
which could be material, resulting in an adverspdnt on our earnings and shareholders' equity.

Fluctuating interest rates could adversely affectar business.

Significant increases in market interest ratesoams$, or the perception that an increase may ocould adversely affect both our ability
to originate new loans and our ability to grow. Qersely, decreases in interest rates could rasalh iacceleration of loan prepayments. An
increase in market interest rates could also adlyeadfect the ability of our floating-rate borrorgeo meet their higher payment obligations. If
this occurred, it could cause an increase in ndopaig assets and charge offs, which could adleeféect our business.

Further, our profitability is dependent to a lasggent upon net interest income, which is the déffice (or “spread”) between the interest
earned on loans, securities and other interesfrgpassets and the interest paid on deposits, Wworgs, and other interest-bearing liabilities.
Because of the differences in maturities and r@ggicharacteristics of our interest-earning asaetsinterest-bearing liabilities, changes in
interest rates do not produce equivalent changieddrest income earned on interest-earning assekénterest paid on interest-bearing
liabilities. Accordingly, fluctuations in interesttes could adversely affect our interest rateagprand, in turn, our profitability.

We operate in a highly regulated environment and chinges of or increases in, or supervisory enforcemeaf, banking or other laws and
regulations or governmental fiscal or monetary polies could adversely affect us.

We are subject to extensive regulation, superviaiwhexamination by federal and state banking aitigm In addition, as a publicly-
traded company, we are subject to regulation bys#aurities and Exchange Commission. Any changgjiicable regulations or federal, state
or local legislation or in policies or interpretais or regulatory approaches to compliance andesftent, income tax laws and accounting
principles could have a substantial impact on wsaur operations. Changes in laws and regulaticans atso increase our expenses by
imposing additional fees or taxes or restrictionsar operations. Additional legislation and regiolas that could significantly affect our
powers, authority and operations may be enactedapted in the future, which could have a matewlerse effect on our financial condition
and results of operations. Failure to appropriatelyply with any such laws, regulations or prinegptould result in sanctions by regulatory
agencies or damage to our reputation, all of whimld adversely affect our business, financial ¢ or results of operations.
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In that regard, the Dodd-Frank Wall Street Reforrd €onsumer Protection Act was enacted in July 28&fbng other provisions, the
legislation (i) created a new Bureau of Consumaafg€ial Protection with broad powers to regulatesconer financial products such as credit
cards and mortgages, (ii) created a Financial BtaRiversight Council comprised of the heads dfestregulatory agencies, (iii) will lead to
new capital requirements from federal banking agen¢iv) places new limits on electronic debitccarterchange fees and (v) requires the
Securities and Exchange Commission and nationek g®changes to adopt significant new corporategwmnce and executive compensation
reforms. The new legislation and regulations apeeted to increase the overall costs of regulatorgpliance. In addition, the CFPB has bi
rulemaking, supervision and enforcement authodtyafwide range of consumer protection laws appleto banks with greater than $10
billion in assets. Should Columbia grow to morari$10 billion in assets it could see a substamgkase in the cost and burden of
compliance for Columbia Bank.

Basel Ill is expected to be phased in between 2018 2019. Basel Il sets forth more robust gloljutatory standards on cap
adequacy, qualifying capital instruments, levereg®s, market liquidity risk, and stress testimgpich may be stricter than standards curre
in place. The implementation of these new standeod$d have an adverse impact on our financialtjppsaind future earnings due to, am
other things, the increased minimum Tier 1 capé#b requirements that will be implemented. The hegislation and regulations are expe
to increase the overall costs of regulatory conmgka

Further, regulators have significant discretion anthority to prevent or remedy unsafe or unsouadtjces or violations of laws or
regulations by financial institutions and holdirmgpanies in the performance of their supervisoy emforcement duties. Recently, these
powers have been utilized more frequently due écstrious national, regional and local economiditmms we are facing. The exercise of
regulatory authority may have a negative impacbvonfinancial condition and results of operatiofsdditionally, our business is affected
significantly by the fiscal and monetary policidgte U.S. federal government and its agenciesudtieg the Federal Reserve Board.

We cannot accurately predict the full effects aierat legislation or the various other governmemégjulatory, monetary and fiscal
initiatives which have been and may be enactedherfimancial markets, on the Company and on thé&BeEine terms and costs of these
activities, or any worsening of current financiadmet and economic conditions, could materially addersely affect our business, financial
condition and results of operations, as well agithd@ing price of our common stock.

We may be required, in the future, to recognize impgirment with respect to investment securities.

Our securities portfolio currently includes sedastwith unrecognized losses. We may continue sk declines in the fair market
value of these securities. Securities issued bypicestates and municipalities have recently comdeuscrutiny due to concerns about credit
quality. Although management believes the credlityiof the Company’s state and municipal secesiportfolio to be good, there can be no
assurance that the credit quality of these seeaniill not decline in the future. We evaluate $keeurities portfolio for any other than tempol
impairment each reporting period, as required megaly accepted accounting principles in the Whiates of America. There can be no
assurance, however, that future evaluations o$éleearities portfolio will not require us to recopmifurther impairment charges with respect to
these and other holdings. For example, it is ptssitat government-sponsored programs to allow gagets to be refinanced to lower rates
could materially adversely impact the yield on partfolio of mortgageiacked securities, since a significant portionwfiavestment portfoli
is composed of such securities.

Substantial competition in our market areas could dversely affect us.

Commercial banking is a highly competitive businé¥e compete with other commercial banks, savimgsl@an associations, credit
unions, finance, insurance and other non-deposiionypanies operating in our market areas. We aigere&=nce competition, especially for
deposits, from Internet-based banking institutiavisich have grown rapidly in recent years. We atgext to substantial competition for loans
and deposits from other financial institutions. $oofi our competitors are not subject to the sangeedeof regulation and restriction as we are
and/or have greater financial resources than w&dme of our competitors have severe liquidityéssuvhich could impact the pricing of
deposits in our marketplace. If we are unable tectizely compete in our market areas, our busimessilts of operations and prospects could
be adversely affected.
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We may not be able to attract or retain key employes.

We expect our future success to be driven in lpageby the relationships maintained with our dieloy our executives and other key
employees. The unexpected loss of key employedd bawe a material adverse effect on our businedgassibly result in reduced revenues
and earnings.

We strive to attract and retain key executivesissananagement and staff. Competition to attragtitbst professionals in the industry can
be intense which may limit our ability to hire ngnofessionals. Revenues and net income could bersely affected in the event of the
unexpected loss of key personnel.

Changes in accounting standards could materially imact our financial statements.

From time to time the Financial Accounting StandaBsard and the SEC change the financial accouatidgreporting standards that
govern the preparation of our financial statemefi@se changes can be very difficult to predict eamd materially impact how we record and
report our financial condition and results of opierss. In some cases, we could be required to applgw or revised standard retroactively,
resulting in our restating prior period financi@tements.

There can be no assurance as to the level of divitls we may pay on our common stock.

Holders of our common stock are only entitled tweree such dividends as our Board of Directors oheglare out of funds legally
available for such payments. Although we have hisatly declared cash dividends on our common staakare not required to do so and tl
may be circumstances under which we would eliminatecommon stock dividend in the future. This cbatlversely affect the market price
our common stock.

Our ability to sustain or improve upon existing peformance is dependent upon our ability to respondd technological change, and we
may have fewer resources than some of our competitto continue to invest in technological improvemats.

The financial services industry is undergoing rapithnological changes with frequent introductioheew technology-driven products
and services. The effective use of technology ees efficiency and enables financial institutitmsetter serve customers and to reduce c
Our future success will depend, in part, upon dilitg to address the needs of our clients by usawhnology to provide products and services
that will satisfy client demands for conveniencewell as to create additional efficiencies in operations. We may not be able to effectively
implement new technology-driven products and sesvimr be successful in marketing these productsearites to our customers. There can
be no assurance that we will be able to succegshdhage the risks associated with our increaspdndkency on technology.

A failure in or breach of our operational or securty systems, or those of our third party service preiders, including as a result of cybe
attacks, could disrupt our business, result in unitentional disclosure or misuse of confidential or pprietary information, damage our
reputation, increase our costs and cause losses.

As a financial institution, our operations rely fidyaon the secure processing, storage and trassoni®f confidential and other
information on our computer systems and networksy filure, interruption or breach in security greoational integrity of these systems cc
result in failures or disruptions in our online kany system, customer relationship management,rgeleglger, deposit and loan servicing and
other systems. The security and integrity of ostesys could be threatened by a variety of intelwaptor information security breaches,
including those caused by computer hacking, cyliacks, electronic fraudulent activity or attempteeft of financial assets. We cannot assur
you that any such failures, interruption or segusiteaches will not occur, or if they do occur tttrey will be adequately addressed. While
have certain protective policies and procedurgdadne, the nature and sophistication of the threat¢inue to evolve. We may be required to
expend significant additional resources in thereito modify and enhance our protective measures.

Additionally, we face the risk of operational diption, failure, termination or capacity constraiafsany of the third parties that facilitate
our business activities, including exchanges, slgaagents, clearing houses or other financiarinégliaries. Such parties could also be the
source of an attack on, or breach of, our operatisyistems. Any failures, interruptions or secubitgaches in our information systems could
damage our reputation, result in a loss of custdmasimess, result in a violation of privacy or otlavs, or expose us to civil litigation,
regulatory fines or losses not covered by insurance
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Significant legal or regulatory actions could subjet us to substantial uninsured liabilities and reptational harm and have a material
adverse effect on our business and results of op¢i@ns.

We are from time to time subject to claims and peatings related to our operations. These claimdegyad actions, which could include
supervisory or enforcement actions by our regutator criminal proceedings by prosecutorial autiesj could involve large monetary claims,
including civil money penalties or fines imposeddovernment authorities, and significant defensgscd o mitigate the cost of some of these
claims, we maintain insurance coverage in amoumdsaath deductibles that we believe are appropffiat®ur operations. However, our
insurance coverage does not cover any civil momeglbies or fines imposed by government authoréies may not cover all other claims that
might be brought against us or continue to be alkglto us at a reasonable cost. As a result, webma@xposed to substantial uninsured
liabilities, which could adversely affect our bussis, prospects, results of operations and finaooradition. Substantial legal liability or
significant regulatory action against us could henagerial adverse financial effects or cause sicgnift reputational harm to us, which in turn
could seriously harm our business prospects.

We are subject to a variety of operational risks,ncluding reputational risk, legal risk and compliance risk, and the risk of fraud or theft
by employees or outsiders, which may adversely affeour business and results of operations.

We are exposed to many types of operational riekfiyding reputational risk, legal and complianisi rthe risk of fraud or theft by
employees or outsiders, and unauthorized transechy employees or operational errors, includirgichl or record-keeping errors or those
resulting from faulty or disabled computer or teleenunications systems.

If personal, norpublic, confidential or proprietary information cfistomers in our possession were to be mishandledsoised, we cou
suffer significant regulatory consequences, reprtat damage and financial loss. Such mishandlmgisuse could include, for example, if
such information were erroneously provided to partwvho are not permitted to have the informatidhee by fault of our systems, employees,
or counterparties, or where such information isricepted or otherwise inappropriately taken bydtparties.

Because the nature of the financial services basimyolves a high volume of transactions, cerainrs may be repeated or
compounded before they are discovered and suctiggsfttified. Our necessary dependence upon augahgystems to record and process
transactions and our large transaction volume ragthdr increase the risk that technical flaws opleyee tampering or manipulation of those
systems will result in losses that are difficulidietect. We also may be subject to disruptionsuofoperating systems arising from events that
are wholly or partially beyond our control (for ewple, computer viruses or electrical or telecomroatibns outages, or natural disasters,
disease pandemics or other damage to propertyysiqath assets) which may give rise to disruptiosefice to customers and to financial los:
or liability. We are further exposed to the risktlour external vendors may be unable to fulfdititontractual obligations (or will be subjec
the same risk of fraud or operational errors byrtfespective employees as we are) and to thehikwe (or our vendors’) business continuity
and data security systems prove to be inadequh&o@currence of any of these risks could resutdiminished ability of us to operate our
business (for example, by requiring us to expegdificant resources to correct the defect), as a®lbotential liability to clients, reputational
damage and regulatory intervention, which couldeaskely affect our business, financial condition eeglilts of operations, perhaps materially.

We have various anti-takeover measures that couldripede a takeover.

Our articles of incorporation include certain pgigns that could make it more difficult to acquireby means of a tender offer, a proxy
contest, merger or otherwise. These provisionsidekertain non-monetary factors that our boawirefctors may consider when evaluating a
takeover offer, and a requirement that any “Busin@smbination” be approved by the affirmative vot@o less than 66 2/3% of the total
shares attributable to persons other than a “CbR#rson.” These provisions may have the effetérgthening the time required for a person
to acquire control of us through a tender offeoxgrcontest or otherwise, and may deter any patytostile offers or other efforts to obtain
control of us. This could deprive our shareholagrspportunities to realize a premium for their @abia common stock, even in
circumstances where such action is favored by anityapf our shareholders.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES

The Company’s principal Columbia Bank propertiedude our corporate headquarters which is locatd@th & A Street, Tacoma,
Washington, and two operations facilities in Lakedo\Washington.

The Company’s branch network as of December 313 20inade up of 142 branches located throughowrakWashington and Oregon
counties compared to 99 branches at December 32,.2the number of branches per county, as well aghehd is owned or operated und:
lease agreement is detailed in the following table.

Number of Occupancy Type

County Branches Owned Leased
Pierce 21 16 5
King 13 8 5
Kitsap 6 3 3
Snohomish 5 5 —
Thurston 4 3 1
Skagit 3 3 —
Clark 3 — 3
Other Washington counties 25 23 2

Total Washington branches 8C 61 19
Marion 12 4 8
Washington 9 1 8
Clackamas 7 1 6
Multhomah 6 1 5
Lincoln 5 3 2
Clatsop 4 4 —
Deschutes 3 2 1
Polk 3 2 1
Yamihill 3 2 1
Other Oregon counties 1C 8 2

Total Oregon branches 62 28 34
Total Columbia Bank branches 142 89 53

For additional information concerning our premiaes equipment and lease obligations, see Noted Q@&rrespectively, to the
Consolidated Financial Statements in “Item 8. FaiariStatements and Supplementary Data” of thisntep

ITEM 3. LEGAL PROCEEDINGS

On June 24, 2009, West Coast Trust, which as 4t @&sour recent acquisition of West Coast Banog@Wgest Coast”)is now a subsidiar
of the Company, was served with an Objection te®®al Representative's Petition and Petition facl®arge of Personal Representative in
Linn County Circuit Court. The petition was fileg¢ the beneficiaries of the estate of Archie Q. Adafar which West Coast Trust acts as the
personal representative. The petitioners allegeadh of fiduciary duty with respect to West Coastst's prior sale of real property owned by
the Adams estate and sought relief in the form siiraharge to West Coast Trust of $215.6 millibe, amount of the alleged loss to the estate
West Coast Trust filed a motion to dismiss on JyI2009, which was granted in a letter ruling d&@eg@gtember 15, 2009. Petitioners appealec
and briefs have been filed. Appeals Court oral argpts were heard in November, 2012, and the Comipasiyot yet received the Appeals
Court decision. The Company believes the appealiaddrlying petition are without merit.
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On October 3, 2012, a class action complaint wed fin the Circuit Court of the State of Oregontlee County of Multnomah against
West Coast, its directors, and the Company chahgnipe merger: Gary M. Klein v. West Coast Ban¢etmal., Case No. 1210-12431. The
complaint names as defendants West Coast, aledbtimer members of West Coast's board of direcéord the Company. The complaint
alleges that the West Coast directors breachedftteciary duties to West Coast and West Coastedtwders by agreeing to the merger at an
unfair price. The complaint also alleges that therger was being driven by an unfair process, tiatirectors approved provisions in the
merger agreement that constitute preclusive deaégption devices, that certain large shareholdevgaest Coast were using the merger as an
opportunity to sell their illiquid holdings in WeSbast, and that West Coast directors and offiwexdd obtain personal benefits from the
merger not shared equally by other West Coast bhhtters. The complaint further alleges that Wesistand the Company aided and abettec
the directors' alleged breaches of their fiducuties. Thereafter, a second lawsuit challengiegtlerger was filed in the Circuit Court of the
State of Oregon for Clackamas County: Leoni v. Wasdst Bancorp et al., Case No. CV12100728. Thdadwsuits have been consolidated
for all purposes in the Circuit Court of the Stat@regon for Multhnomah County.

While the Company believes that the claims in lmmtinplaints were without merit, the Company agréedyder to avoid the expense ¢
burden of continued litigation and pursuant totdrens of the proposed settlement, to make certgiplemental disclosures in the joint proxy
statement/prospectus related to the merger. Aaegisdiprior to the closing of the merger on April2D13, West Coast and the other defent
in the two actions entered into a memorandum oéstdnding to settle both actions. Pursuant tortéeorandum of understanding, Plaintiffs’
counsel has conducted certain confirmatory disgowerd the Company approved the form of a stiputatif settlement, which has been
executed by the parties. The stipulation of seteinis subject to customary conditions, includiogre approval following notice to West
Coast's stockholders. On February 18, 2014, theu€i€ourt of the State of Oregon for Multnomah @tyuconducted a final hearing to
consider the fairness, reasonableness, and adeqgfiiey settlement and entered an order approwetiement. The order resolves and release
all claims in all actions that were or could haee brought challenging any aspect of the mergenrierger agreement, and any disclosure
made in connection therewith, pursuant to termswlilabe disclosed to stockholders before finapegval of the settlement.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Quarterly Common Stock Prices and Dividends

Our common stock is traded on the NASDAQ Globae8eMarket under the symbol “COLB”. Quarterly highd low sales prices and
dividend information for the last two years aresemneted in the following table. The prices showmdbinclude retail mark-ups, mark-downs or
commissions:

Cash Dividends Declared
Total Cash Dividends

2013 High Low Regular Special Declared
First quarter $ 22.0¢ $ 18.2% $ 0.1C $ = $ 0.1c
Second quarter $ 23.8¢ $ 19.8¢ 0.1C — 0.1c
Third quarter $ 255¢  $ 23.11 0.1¢ — 0.1¢
Fourth quarter $ 28.31 $ 23.5¢ 0.11 — 0.11
For the year $ 28.3i $ 18.2% $ 0.41 $ — $ 0.41
Cash Dividends Declared

Total Cash Dividends
2012 High Low Regular Special Declared
First quarter $ 23.3¢ $ 19.6¢ $ 0.0¢ $ 0.2¢ $ 0.37
Second quarter $ 23.52 $ 17.3¢ 0.0¢ 0.1« 0.22
Third quarter $ 19.88  $ 17.2% 0.0¢ 0.21 0.3
Fourth quarter $ 1918 $ 16.1¢ 0.0¢ — 0.0¢
For the year $ 23.5: $ 16.1¢ $ 0.34 $ 0.64 $ 0.9¢

On December 31, 2013, the last sale price foistnok on the NASDAQ Global Select Market was $27AtQJanuary 31, 2014 , the
number of shareholders of record was 2,358. Thigd@ does not represent the actual number of healefivners of common stock because
shares are frequently held in “street name” by sées dealers and others for the benefit of indlinl owners who may vote the shares.

At December 31, 2013, a total of 116,197 stockomstwere outstanding. Additional information absttick options and other equity
compensation plans is included in Note 21 to thesbtidated Financial Statements in “Item 8. FinahStatements and Supplementary Data”
of this report.

The payment of future cash dividends is at therdtsm of our Board and subject to a number ofdes;tincluding results of operations,
general business conditions, growth, financial dordand other factors deemed relevant to capi@hagement strategies by the Board of
Directors. In addition, the payment of cash dividers subject to Federal regulatory requirementsdpital levels and other restrictions. In 1
regard, current guidance from the Federal Reserve provatesng other things, that dividends per share erCibmpany’s common stock
generally should not exceed earnings per sharesuned over the previous four fiscal quarters.

Subsequent to year end, on January 23, 2014 th@&uondeclared a quarterly cash dividend of $0.1Xpare payable on February 19,
2014 , to shareholders of record at the close sii@ss on February 5, 2014 .
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Equity Compensation Plan Information

The following table provides information as of Dedeer 31, 2013 , regarding securities issued aibe issued under our equity
compensation plans that were in effect during 2013

Year ended December 31, 2013

Number of Shares

Number of Shares to be Weighted-Average Remaining Available for
Issued Upon Exercise of Exercise Price of Future Issuance Under
Outstanding Options, Outstanding Options, Equity Compensation
Warrants and Rights (1)(2) Warrants and Rights Plans (3)
Equity compensation plans approved by security
holders 116,197 $ 65.01 945,70:
Equity compensation plans not approved by security
holders — — —

(1) Includes shares to be issued upon exercieptadns under plans of West Coast Bancorp, Bankstdria, Mountain Bank Holding
Company and Town Center Bancorp, which were ass@asedresult of their acquisitions.

(2) Consists of shares that are subject to outstaraptigns

(3) Includes 369,792 shares available for future isseamder the stock option and equity compensatimgnd 575,912 shares availa
for purchase under the Employee Stock PurchaseaBlafiDecember 31, 2013 .

The following table provides information about reghiases of common stock by the Company during tlaeter ended December 31,
2013:

Maximum Number of
Total number of Shares Remaining Shares That

Total Number of Purchased as Part of May Be Purchased at
Common Shares Average Price Paid per Publicly Announced Period End Under the
Period Purchased (1) Common Share Plan (2) Plan
10/1/2013 - 10/31/2013 1531 $ 24.7( — 2,000,001
11/1/2013 - 11/30/2013 — — — 2,000,001
12/1/2013 - 12/31/2013 = = = 2,000,001
1531 $ 24.7( —

(1) All common share repurchases during the quagtate to shares withheld to pay taxes due upsting of restricted stock. During the
three months ended December 31, 2013, no sharesrgirchased pursuant to the Company’s publialpanced corporate stock
repurchase plan described in (2) below.

(2) The repurchase plan, which was approved bytsd and announced in 2011, originally authoridedrepurchase of up to 2 million
shares.
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Five-Year Stock Performance Graph

The following graph shows a five-year comparisothef total return to shareholders of Columbia’s own stock, the Nasdaq
Composite Index (which is a broad nationally reéngd index of stock performance by companies listethe Nasdaq Stock Market), the
SNL Bank NASDAQ (comprised of banks listed on th@SDAQ exchange) and the SNL Columbia Peer Groumfresed of banks with
assets of $1 hillion to $5 billion, all of whichealocated in the western United States). As the 2o has recently increased in total assets
beyond the $1 to $5 billion range, the comparisothe SNL Columbia Peer Group is being replaced bgymparison to the SNL Bank
NASDAQ.

The definition of total return includes appreciatio market value of the stock as well as the datash and stock dividends paid to
shareholders. The graph assumes that the valbe @ftestment in Columbia’s common stock, the NASD@omposite, the SNL Bank
NASDAQ and the SNL Columbia Peer Group was $100ecember 31, 2008, and that all dividends werevesited.

Total Return Performance
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Period Endimg
—8— (Columbia Banking Svstem, Inc. —8— NASDACQ Composite

—— SNL Bank NASDAQ —— 5NL Columbia peer group

Period Ending

Index 12/31/2008 12/31/2009 12/31/2010 12/31/2011 12/31/2012 12/31/2013
Columbia Banking System, Inc. 100.0( 136.5: 178.07 165.4¢ 161.9¢ 252.6(
NASDAQ Composite 100.0( 145.3¢ 171.7¢ 170.3¢ 200.6: 281.2:
SNL Bank NASDAQ 100.0( 81.1: 95.71 84.92 101.2: 145.4¢
SNL Columbia Peer Group 100.0( 86.5¢ 93.6¢ 76.4¢ 95.8¢ 128.0¢

Source: SNL Financial LC, Charlottesville, VA
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ITEM 6. SELECTED FINANCIAL DATA

Five-Year Summary of Selected Consolidated Finandi®ata (1)



For the Year

Interest income

Interest expense

Net interest income

Provision for loan and lease losses, excluding mm&®ans
Noninterest income (loss)

Noninterest expense

Net income (loss)

Net income (loss) applicable to common shareholders
Per Common Share

Earnings (loss) (Basic)

Earnings (loss) (Diluted)

Book Value

Averages

Total assets

Interest-earning assets

Loans, including covered loans

Securities

Deposits

Core deposits

Shareholders’ equity

Financial Ratios

Net interest margin

Return on average assets

Return on average common equity

Efficiency ratio (tax equivalent) (2)

Average equity to average assets

At Year End

Total assets

Covered assets, net

Loans, excluding covered loans

Allowance for noncovered loan and lease losses
Securities

Deposits

Core deposits

Shareholders’ equity

Nonperforming Assets, Excluding Covered Assets
Nonaccrual loans

Other real estate owned and other personal propentyed
Total nonperforming assets, excluding covered asset
Nonperforming loans to year end loans, excludingeced loans
Nonperforming assets to year end assets, exclutingred assets
Allowance for loan and lease losses to year enasloaxcluding covered loans (3)
Allowance for loan and lease losses to nonperfogrieans, excluding covered loans
Net loan charge-offs

Other nonfinancial data

Full-time equivalent employees

Banking branches

2013 2012 2011 2010 2009
(dollarsin thousands except per share amounts)

$ 296,93! $ 248,50« $ 251,27: $ 185,87¢ $ 143,03!
$ 5,84( $ 9,571 $ 14,53¢ $ 21,09: $ 27,68
$ 291,09! $ 238,92 $ 236,73t $ 164,78 $ 115,35:
$ 3,16( $ 13,47¢ $ 7,400 $ 41,29: $ 63,50(
$ 26,70( $ 27,05¢ $ (9,287) $ 52,78: $ 29,69(
$ 230,88¢ $ 162,91: $ 155,75¢ $ 137,14 $ 94,48¢
$ 60,01¢ $ 46,14: $ 48,037 $ 30,78¢ $ (3,96¢)
$ 59,98¢ $ 46,14: $ 48,037 $ 25,831 $ (8,370
$ 1.24 $ 1.1€ $ 1.2Z $ 0.7% $ (0.3¢)
1.21 1.1€ $ 1.21 0.7z (0.3¢)
$ 20.5C $ 19.2¢ $ 19.2% $ 17.9% $ 16.13%
$ 6,558,51 $  4,826,28 $  4,509,01 $  4,248,59 $ 3,084,42
$ 5,754,54. $  4,246,72 $ 3,871,42. $ 3,583,722 $ 2,783,86:
$  4,140,82 $  2,900,52 $ 2,607,261 $ 2,485,65 $ 2,124,557
$ 1,474,74. $ 1,011,29. $ 928,89: $ 720,15: $ 584,02¢
$ 5,420,57 $ 3,875,661 $ 3,541,39! $ 3,270,92: $ 2,378,171
$ 5,146,771 $  3,609,46 $  3,218,42 $ 2,828,224 $ 1,945,083
$ 979,09¢ $ 761,18 $ 730,72¢ $ 668,46 $ 462,12°

5.1€% 5.71% 6.27% 4.7¢% 4.3 %

0.92% 0.9¢% 1.07% 0.72% (0.19%

6.14% 6.0€% 6.57% 4.15% (2.16%

66.16% 69.1% 70.6¢% 67.5t% 61.52 %

14.9% 15.7% 16.21% 15.7% 14.9¢ %
$ 7,161,58: $  4,906,33 $ 4,785,944 $ 4,256,36: $ 3,200,93!
$ 289,79( $ 407,64t $ 560,05! $ 531,50« $ —
$  4,219,45 $ 2,525,711 $ 2,348,37 $ 1,915,75. $ 2,008,88:
$ 52,28( $ 52,24« $ 53,04: $ 60,99( $ 53,47¢
$  1,696,64 $ 1,023,48 $ 1,050,32! $ 781,77 $ 631,64!
$ 5,959,47! $  4,042,08 $ 3,815,52! $ 3,327,26 $ 2,482,70!
$ 5,696,35 $  3,802,36! $ 3,510,43 $ 2,998,448 $ 2,072,82
1,053,24! 764,00t 759,33t 706,87¢ 528,13¢
34,01¢ 37,39t 53,48: 89,16! 110,43:
23,91¢ 11,10¢ 31,90t 30,99: 19,03%
$ 57,93¢ $ 48,50: $ 85,38¢ $ 120,15 $ 129,46¢

0.81% 1.48% 2.28% 4.65% 5.5C %

0.84% 1.08% 2.02% 3.2%% 4.04%

1.24% 2.01% 2.26% 3.16% 2.6€ %

153.7(% 139.7% 99.1% 68.41% 48.4-%
$ 3,12¢ $ 14,27: $ 15,35: $ 33,77¢ $ 52,76¢
1,69 1,19¢ 1,25¢ 1,092 7iE
14z 99 10z 84 52

(1) These unaudited schedules provide selecteddial information concerning the Company that #thde read in conjunction with “Item 7. Managemeridiscussion and Analysis of Financial

Condition and Results of Operatit’ of this report

(2) Noninterest expense, excluding net benefit of dperaf other real estate and other personal ptgpEDIC clawback liability and acquisiti-related expenses, divided by the sum of (1)netést
income on a tax equivalent basis, excluding increaieccretion income on the acquired loan pofglremium amortization on acquired securitiegrest reversals on nonaccrual loans, and



prepayment expenses on FHLB advances, and (2)eoegttincome on a tax equivalent basis, excludaig/lpss on investment securities and the chang®I€ los«-sharing asse

(3) The allowance for loan and lease losses tpadarming loans, excluding covered loans was irtgghby including recently acquired loans in théoratrhich had a fair value discount applied as of
the acquisition date. Please refer to the secitilenl “ Allowance for Loan and Lease Losses and Unfundedr@itments and Letters of Cre” in
Item 7, Management's Discussion and Analysis ofRaial Condition and Results of Operation, of teigort for further discussion.
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Consolidated Five-Year Financial Data (1)

Years ended December 31,

2013 2012 2011 2010 2009
(in thousands, except per share amounts)

Interest Income:
Loans $ 266,28 $ 21943 $ 21842( $ 157,290 $ 117,06
Taxable securities 20,45¢ 18,27¢ 21,87( 18,27¢ 17,30(
Tax-exempt securities 9,83 9,941 10,14 9,34¢ 8,45¢
Federal funds sold and deposits with banks 35& 854 83¢ 96: 21F

Total interest income 296,93! 248,50: 251,27: 185,87 143,03!
Interest Expense:
Deposits 3,962 5,887 10,47¢ 16,73 23,25(
Federal Home Loan Bank advances (404) 2,60¢ 2,98( 2,841 2,75¢
Prepayment charge on Federal Home Loan Bank

advances 1,54¢ 603 — — —

Long-term obligations — — 57¢ 1,02¢ 1,19
Other borrowings 734 47¢ 49¢ 48¢ 477

Total interest expense 5,84( 9,577 14,53¢ 21,09: 27,68:
Net Interest Income 291,09! 238,92 236,73t 164,78 115,35:
Provision for noncovered loan and lease losses 3,16( 13,47¢ 7,40( 41,29: 63,50(
Provision (recapture) for losses on covered loans (3,267 25,89: (1,649 6,05t —

Net interest income after provision 291,19¢ 199,56( 230,98 117,44: 51,85:
Noninterest income (loss) 26,70( 27,05¢ (9,289 52,78: 29,69(
Noninterest expense 230,88t 162,91: 155,75! 137,14 94,48¢
Income (loss) before income taxes 87,01( 63,70! 65,94 33,07t (12,94¢)
Provision (benefit) for income taxes 26,99 17,56: 17,90t 2,291 (8,97¢)
Net Income (Loss) $ 6001 $ 46,141 $ 48037 $ 30,78 % (3,96%)

Less: Dividends on preferred stock 32 — — 4,94 4,40:
Net Income (Loss) Applicable to Common

Shareholders $ 59,98 $ 46,14 $ 48,037 $ 25837 % (8,37))

Per Common Share

Earnings (loss) basic $ 1.2¢ % 1.1€ % 1.2z % 0.7 % (0.3¢)

Earnings (loss) diluted $ 121 % 1.1¢ % 121 % 0.7z % (0.3¢)
Average number of common shares outstanding (basic) 47,99: 39,26( 39,10: 35,20¢ 21,85«
Average number of common shares outstanding (i) 49,05: 39,26: 39,18( 35,39: 21,85«
Total assets at year end $ 7,161,58. $ 4,906,330 $ 4,78594" $ 4,256,36: $ 3,200,93
Long-term obligations $ — % — 3 — $ 2573 $  25,66¢
Cash dividends declared per common share $ 041 % 09 $ 027 % 0.0 % 0.07

(1) These unaudited schedules provide selecteddial information concerning the Company that $thée read in conjunction with “ltem 7.
Management'’s Discussion and Analysis of Financ@dition and Results of Operation” of this report.
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Selected Quarterly Financial Data (1)

The following table presents selected unauditedalisiated quarterly financial data for each quanfe2013 and 2012 . The information
contained in this table reflects all adjustmentsicl, in the opinion of management, are necessarg fair presentation of the results of the
interim periods.

First Second Third Fourth Year Ended
Quarter Quarter Quarter Quarter December 31,
(in thousands, except per share amounts)
2013
Total interest income $ 54,76 $ 82,26¢ $ 81,59¢ $ 78,30° $ 296,93!
Total interest expense 1,27¢ 2,27¢ 1,18¢ 1,09¢ 5,84(
Net interest income 53,48: 79,98¢ 80,41t 77,20¢ 291,09!
Provision for noncovered loan and lease losses (1,000 2,00( 4,26( (2,100 3,16(
Provision (recapture) for losses on covered loans 98( (1,712 (947) (1,582) (3,26))
Noninterest income (loss) 1,65¢ 6,80¢ 7,62 10,61: 26,70(
Noninterest expense 38,04¢ 64,50 64,71« 63,61¢ 230,88t
Income before income taxes 17,11 22,00t 20,01( 27,88« 87,01(
Provision for income taxes 4,93t 7,41¢ 6,73¢ 7,911 26,99«
Net income $ 12,17¢ $ 14,59: $ 13,27¢ $ 19,97: $ 60,01¢
Per Common Shar@
Earnings (basic) $ 0.31 $ 0.2¢ $ 0.2¢€ $ 0.3¢ $ 1.24
Earnings (diluted) $ 0.31 $ 0.2¢ $ 0.2t $ 0.3¢ $ 1.21
2012
Total interest income $ 69,71:  $ 62,11:  $ 59,46¢  $ 57,20¢  $ 248,50:
Total interest expense 2,64¢ 2,41: 2,20¢ 2,311 9,571
Net interest income 67,06: 59,70: 57,26¢ 54,89¢ 238,92°
Provision for noncovered loan and lease losses 4,50( 3,75( 2,87¢ 2,35( 13,47¢
Provision (recapture) for losses on covered loans 15,68t 11,68¢ (3,997) 2,511 25,89:
Noninterest income (loss) 9,57¢ 11,82¢ (911 6,567 27,05¢
Noninterest expense 44,35; 39,82t 40,93¢ 37,80( 162,91:
Income before income taxes 12,10( 16,26¢ 16,53¢ 18,80 63,70
Provision for income taxes 3,19¢ 4,367 4,65¢ 5,34: 17,56:
Net income $ 8,90z $ 11,89¢ $ 11,88( $ 13,46: $ 46,14
Per Common Shafé@
Earnings (basic) $ 0.2Z $ 0.3 $ 0.3 $ 0.34 $ 1.1¢
Earnings (diluted) $ 0.22 $ 0.3( $ 0.3( $ 0.3¢ $ 1.1¢

(1) These unaudited schedules provide selectaddial information concerning the Company that sthbe read in conjunction with “ltem 7. Managemsent’
Discussion and Analysis of Financial Condition &wekbults of Operation” of this report.
(2) Due to averaging of shares, quarterly earningsipare may not add up to the totals reported fofuthgear

26




Table of Contents

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATION

This discussion should be read in conjunction with Consolidated Financial Statements and relabéekrin “Item 8. Financial
Statements and Supplementary Data” of this repothe following discussion, unless otherwise noteferences to increases or decreases in
average balances in items of income and expensegarticular period and balances at a particudée cefer to the comparison with
corresponding amounts for the period or date ferpitevious year.

Critical Accounting Policies

We have established certain accounting policigg@paring our Consolidated Financial Statementsatein accordance with account
principles generally accepted in the United Stabes. significant accounting policies are preseiedote 1 to the Consolidated Financial
Statements in “Item 8. Financial Statements angBupentary Data” of this report. Certain of theséqgies require the use of judgments,
estimates and economic assumptions which may pnaeeurate or are subject to variation that mawiécantly affect our reported results of
operations and financial position for the periotdsspnted or in future periods. Management belithatsthe judgments, estimates and econ
assumptions used in the preparation of the CoretelitFinancial Statements are appropriate givefattiaal circumstances at the time. We
consider the following policies to be most critio@aunderstanding the judgments that are involwegreparing our consolidated financial
statements.

Allowance for Loan and Lease Losses

The allowance for loan and lease losses (“ALLL"g#tablished to absorb known and inherent lossearitpan and lease portfolio. Our
methodology in determining the appropriate levethef ALLL includes components for a general valuatllowance in accordance with the
Contingencies topic of the Financial Accountingrg@rds Board Accounting Standards Codification (8BAASC”), a specific valuation
allowance in accordance with the Receivables toptbe FASB ASC and an unallocated component. Ba#ntitative and qualitative factors
are considered in determining the appropriate lef/éhe ALLL. Quantitative factors include histaaidoss experience, delinquency and charge
off trends and the evaluation of specific lossreates for problem loans. Qualitative factors ineledisting general economic and business
conditions in our market areas as well as the thuraif the current business cycle. Changes in dtlyeofactors mentioned could have a
significant impact on our calculation of the ALLOur ALLL policy and the judgments, estimates andneenic assumptions involved are
described in greater detail in the “Allowance fasrdovered Loan and Lease Losses and Unfunded Camemti$ and Letters of Credit” section
of this discussion and in Note 1 to the Consoliddtmancial Statements in “Item 8. Financial Stagata and Supplementary Data” of this
report.

Business Combinations

The Company applies the acquisition method of agting for business combinations. Under the acqaisinethod, the acquiring entity
in a business combination recognizes 100 percetieodissets acquired and liabilities assumed atabquisition date fair values. Management
utilizes prevailing valuation techniques approgiatr the asset or liability being measured in eieing these fair values. Any excess of the
purchase price over amounts allocated to assetsradgincluding identifiable intangible assetsd diabilities assumed is recorded as good\
Where amounts allocated to assets acquired antitiebassumed is greater than the purchase mibargain purchase gain is recognized.
Acquisition-related costs are expensed as incurred.

Acquired Impaired Loans

Loans acquired at a discount for which it is prdbdbat all contractual payments will not be reeeivare generally accounted for under
ASC Topic 310-30L.oans and Debt Securities Acquired with Deterioda@®edit Quality(“ASC 310-30"). In addition, certain acquired loans
with evidence of deteriorated credit quality mayaseounted for under this topic even if it is net grobable that all contractual payments will
not be received. These loans are recorded atdhieat the time of acquisition. Estimated creasks are included in the determination of fail
value, therefore, an allowance for loan losse®tgecorded on the acquisition date. The excesxpécted cash flows at acquisition over the
initial investment in acquired loans (“accretabield”) is recorded as interest income over thedif¢he loans if the timing and amount of the
future cash flows is reasonably estimable. Subs#doeacquisition, the Company aggregates indivithans with common risk characteristics
into pools of loans. Increases in estimated cashsflover those expected at the acquisition datecamgnized as interest income, prospecti
Decreases in expected cash flows after the acipuigiaite are recognized by recording an allowaocéofin losses.
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Loans accounted for under ASC 310-30 are genecatigidered accruing and performing loans as theslaacrete interest income over
the estimated life of the loan when cash flowsraesonably estimable. Accordingly, acquired immhloans that are contractually past due ar
still considered to be accruing and performing fodhthe timing and amount of future cash flowsd reasonably estimable, the loans may b
classified as nonaccrual loans and the purchase gdiscount on those loans is not recorded asesttéarcome until the timing and amount of
future cash flows can be reasonably estimated.

FDIC Loss-sharing Asset

In conjunction with certain of the FDIC-assistedjaisitions, the Bank entered into loss-sharing eguents with the FDIC. At the date of
the acquisitions, the Company elected to accourdrftounts receivable under the loss-sharing agnesnas an indemnification asset in
accordance with the Business Combinations toptb®FASB ASC. Subsequent to initial recognitiore EDIC loss-sharing asset is reviewed
guarterly and adjusted for any changes in expezast flows. These adjustments are measured omuhe Isasis as the related covered assets
Any decrease in expected cash flows due to anasera expected credit losses will increase theCHB$s-sharing asset and any increase in
expected future cash flows due to a decrease iactag credit losses will decrease the FDIC losshsfpasset. Increases and decreases to the
FDIC loss-sharing asset are recorded as adjustrteentminterest income.

Valuation and Recoverability of Goodwill

Goodwill represented $344.0 million of our $7.18id in total assets and $1.05 billion in totabsbholders’ equity as of December 31,
2013 . The Company has one, single reporting Whtreview goodwill for impairment annually, duritite third quarter, and also test for
impairment between annual tests if an event oamucgcumstances change that would more likely thatrreduce the fair value of our
reporting unit below its carrying amount. Such dgeand circumstances may include among othergnéfisant adverse change in legal fact
or in the general business climate; significantidedn our stock price and market capitalizationanticipated competition; the testing for
recoverability of a significant asset group witktie reporting unit; and an adverse action or ass&sisby a regulator. Any adverse change in
these factors could have a significant impact enrétoverability of goodwill and could have a mi@lempact on our consolidated financial
statements.

Under the Intangibles — Goodwill and Other topidhaf FASB ASC, the testing for impairment may bagith an assessment of
gualitative factors to determine if it is more lik¢han not that the fair value of a reporting usitess than its carrying amount. When required.
the goodwill impairment test involves a two-stepgass. In step one we would test goodwill for impaint by comparing the fair value of the
reporting unit with its carrying amount. If therfaalue of the reporting unit exceeds the carrydngpunt of the reporting unit, goodwill is not
deemed to be impaired, and no further testing égssary. If the carrying amount of the reporting were to exceed the fair value of the
reporting unit, we would perform a second test gmsure the amount of impairment loss, if any. Tasaee the amount of any impairment
loss, we would determine the implied fair valueggobdwill in the same manner as if the reporting ware being acquired in a business
combination. Specifically, we would allocate the faalue of the reporting unit to all of the assatsl liabilities of the reporting unit in a
hypothetical calculation that would determine tmplied fair value of goodwill. If the implied fairalue of goodwill is less than the recorded
goodwill, we would record an impairment chargetfor difference.

The accounting estimates related to our goodwdjie us to make considerable assumptions abauidhies. Our assumptions
regarding fair values require significant judgmabbut economic and industry factors, as well asv@ws regarding the growth and earnings
prospects of the bank. Changes in these judgmeittigr individually or collectively, may have a sificant effect on the estimated fair values.

Based on the results of the annual goodwill impairtriest, we determined that no goodwill impairnehdrges were required as our
single reporting unit's fair value exceeded itsydag amount. As of December 31, 2013 we determthede were no events or circumstances
which would more likely than not reduce the faitueaof our reporting unit below its carrying amount

Even though we determined that there was no gobhaplairment during 2013 , additional adverse clemnig the operating environment
for the financial services industry may result ifuure impairment charge.

Please refer to Note 10 to the Consolidated FimduStatements in “Item 8. Financial Statements 3ungplementary Data” of this report
for further discussion.
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2013 Highlights

» Consolidated net income for 2013 was $60.0 amillior $1.21 per diluted common share, comparéd avhet income of $46.1
million , or $1.16 per diluted common share, in 201

* Net interest income 2013 increased 22% to $291.1 million compared 88%2million for 2012 . Interest income was $296.9
million in 2013 , compared to $248.5 million in 201The increase was primarily due to the interedtagtretion income related to
West Coast acquisition, which closed on April 1120Interest expense decreased $3.7 million dimxer average cost of interest-
bearing deposits and lower Federal Home Loan Bdwkrece balances during the year.

» Provision expense on noncovered loans was $Blidmin 2013 , compared to $13.5 million in 20112 decrease of 77% . Provision
expense on covered loans was a recapture of $8i8min 2013 , compared to a provision of $25.9liom in 2012 . The noncovered
loan provision for the current year and prior yapproximated net charge-offs for the respectivéodehe provision recapture on
covered loans during the current year was dued@ased expected future cash flows as remeasuredydine current year when
compared to the prior year's remeasurement.

* Noninterest income we$26.7 million for 2013 , a small decrease from $2illion for 2012 . The decrease was primarily tm¢he
adverse change of $20.6 million in the change énRBIC loss-sharing asset, partially offset by éases of 18.4 million in service
charges and other fees and $3.7 million in otheinterest expense.

* Noninterest expense increa$68.0 million , or 42% to $230.9 million for 2018elto additional ongoing noninterest expense
resulting from the West Coast acquisition as weliree acquisition-related expenses of $25.5 millemorded in 2013, compared to
only $1.8 million for the prior year period.

» Total assets at December 31, 2013 were $7.16rbjlup 46% from $4.91 billion at the end of 2Q&imarily due to the acquisition
West Coast.

» Investment securities available for sale tot&i&6 billion at December 31, 2013 compared tO@billion at December 31, 2012

* Loans, excluding covered loans, were $4.22dwilliup 67% from $2.53 billion at the end of 20The increase from December 31,
2012 was due in large part to the acquisition osW&oast, which added $1.41 billion in loans.

e The allowance for noncovered loan and leaseaams relatively unchanged at $52.3 million atddelger 31, 2013 compared$62.z
million at December 31, 2012 due to improved loaaliy on a substantially larger loan portfolio.eT@ompany’s allowance amounts
to 1.24% of total noncovered loans, compared witiT% at the end of 2012 . This ratio was impactethbluding recently acquired
loans in the ratio, which had a fair value discoamplied as of the acquisition date. Please refénd section titled “Allowance for
Loan and Lease Losses and Unfunded Commitmentkettets of Credit” for further discussion .

» Nonperforming assets total$57.9 million at December 31, 2013 , up from $48ibion at December 31, 2012 . The increase in
nonperforming assets was primarily due to the ndopming assets acquired from West Coast, whictsisted of $9.4 million of
nonaccrual loans and $6.9 million of other reahtesbwned at December 31, 2013 . However, nonpeitigrassets to year end assets
excluding covered loans, decreased to 0.84% atrbDleee31, 2013 compared to 1.48% at December 32, 20t loan charge-offs
were $3.1 million in 2013 , compared with $14.3limil in 2012 .

» Deposits totaled $5.96 billion at December 3112compared to $4.04 billion at December 31, 20@@re deposits totaled $5.70
billion at December 31, 2013, comprising 96% dé&kdeposits compared to $3.80 billion , or 94%tovél deposits at December 31,
2012 .

e The Company is well capitalized with a totakrlsased capital ratio of 14.68% at December 3132fimpared to 20.62% at
December 31, 2012 . The decrease in the totabasled capital ratio was due to the deployment pitaiefor the acquisition of West
Coast.

e The number of branches increased from 99 at dbee 31, 2012 to 142 at December 31, 2048 to the acquisition of West Co.
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Business Combinations

On April 1, 2013, the Company completed its acqisiof West Coast. The Company acquired approximai2.63 billion in assets,
including $1.41 billion in loans measured at faatue, and approximately $1.88 billion in depossise Note 2 to the Consolidated Financial
Statements in "ltem 8. Financial Statements" «f teport for further information regarding this aisition.

On August 5, 2011, the Bank acquired certain assetsassumed certain liabilities of the Bank of imiain from the FDIC in an FDIC-
assisted transaction. The Bank and the FDIC entated modified whole bank purchase and assumptipaement without loss share. The
bank acquired approximately $437.5 million in assitcluding $200.0 million in loans measured at¥alue, and approximately $401.1
million in deposits located in nine branches inteasWashington. The Bank participated in a contipetbid process in which the accepted bic
included no deposit premium on non-brokered depasitl a negative bid of $30.0 million on net asaetgiired.

On May 27, 2011, the Bank acquired certain assetsaasumed certain liabilities of First HeritagenB&om the FDIC in an FDIC-
assisted transaction. The Bank acquired approxiyn$ies5.0 million in assets and approximately $558illion in deposits located in five
branches in the King and Snohomish counties of \idgsbn. First Heritage Bank's loans and other estdte assets acquired of approximately
$89.7 million are subject to a loss-sharing agreeméth the FDIC. The Bank participated in a coniipet bid process in which the accepted
bid included a 0.75% deposit premium on non-brokeleposits and a negative bid of $10.5 million ehassets acquired.

On May 20, 2011, the Bank acquired certain assetsaasumed certain liabilities of Summit Bank friiva FDIC, in an FDIC-assisted
transaction. The Bank acquired approximately $1&iiltlon in assets and approximately $123.3 millinrdeposits located in three branche
the northern Puget Sound region of Washington. StBamk's loans and other real estate assets achafrapproximately $71.9 million are
subject to a loss-sharing agreement with the FDK&. Bank participated in a competitive bid prodesshich the accepted bid included a
0.75% deposit premium on non-brokered depositsaamehative bid of $9.5 million on net assets a&glir
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RESULTS OF OPERATIONS
Summary
A summary of the Company’s results of operatiomsefich of the last five years ended December 3dwst

Increase Increase
Year ended (Decrease) Year ended (Decrease) Years ended December 31,
2013 Amount % 2012 Amount % 2011 2010 2009
(dollars in thousands, except per share amounts)

Interest income $ 296,93! $ 48,43: 19 $ 248,50: $ (2,76)) 1) $ 251,27: $ 185,87 $ 143,03!
Interest expense 5,84( (3,739 (39 9,577 (4,959 (34) 14,53¢ 21,09: 27,68!
Net interest income 291,09! 52,16¢ 22 238,92 2,191 1 236,73¢ 164,78 115,35:
Provision for loan and

lease losses 3,16( (10,31%) (77 13,47¢ 6,07t 82 7,40( 41,29: 63,50(

Provision (recapture)
for losses on covere

loans (3,26)) (29,159 (119) 25,89: 27,54( (1,67)) (1,64¢) 6,05t —
Noninterest income
(loss) 26,70( (35€) 1) 27,05¢ 36,34: (391 (9,289 52,78: 29,69(
Noninterest expense:
Compensation
and employee
benefits 125,43. 39,99¢ 47 85,43¢ 3,88 5 81,55: 69,78( 47,27¢
Other expense 105,45« 27,97¢ 36 77,47¢ 3,27: 4 74,207 67,367 47,218
Total 230,88t 67,97: 42 162,91: 7,15¢ 5 155,75¢ 137,14 94,48t
Income (loss) before
income taxes 87,01( 23,30¢ 37 63,70" (2,237 @®) 65,94: 33,07t (12,946
Provision (benefit) for
income taxes 26,99« 9,43: 54 17,56: (349) @) 17,90t 2,291 (8,979
Netincome (loss ¢ 60,01¢ $ 1387 30 $ 46141 $ (1,89 (49 $ 4803 $ 3078 $ (3,969
Less:
Dividends
on
preferred
stock 32 32 — — — — — 4,947 4,40¢
Net income (loss
applicable to
common
shareholders $  59,98¢ $ 13,84: 30 $  46,14! $ (1,899 4) $ 48,03 $ 25,83 $ (837)
Earnings (loss)
per common
share, diluted $ 1.2] $ 0.0t 4 $ 1.1¢ $ (0.0%) 4 $ 1.21 $ 0.72 $ (0.3¢)

Net Interest Income

Net interest income is the difference between @geincome and interest expense. Net interest incama fully taxable-equivalent basis
expressed as a percentage of average total inagshg assets is referred to as the net interaggin, which represents the average net
effective yield on interest-earning assets.
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The following table sets forth the average balaméed] major categories of interest-earning asaatsinteresbearing liabilities, the tot
dollar amounts of interest income on interest-aayissets and interest expense on interest-bdeinigies, the average yield earned on
interest-earning assets and average rate paidenest-bearing liabilities by category and in tptadt interest income, net interest spread, net
interest margin and the ratio of average interastiag assets to interest-earning liabilities:

Net Interest Income Summary

2013 2012 2011

Interest Interest Interest
Average Earned/ Average Average Earned/ Average Average Earned/ Average
Balances Paid Rate Balances Paid Rate Balances Paid Rate

(dollarsin thousands)

ASSETS
Loans, excluding covered loans, H&? $3,783,92  $ 213,19 5.6% $2,413,30 $ 131,41 5.45%% $ 2,064,560 $ 126,52( 6.15%
Covered loans, nét 356,90: 53,71: 15.05% 487,21 88,78t 18.22% 542,69¢ 92,467 17.0%
Taxable securities 1,155,06 20,45¢ 1.71% 740,41 18,27¢ 2.47% 675,01( 21,87( 3.24%
Tax exempt securitied 319,67t 15,26: 4.71% 270,87t 15,42: 5.65% 253,88: 15,73¢ 6.2(%
Interestearning deposits with banks and fed:
funds sold 138,97: 35¢ 0.26% 334,911 854 0.2% 335,26° 83¢ 0.25%
Total interest-earning assets 5,754,54. 302,97 521%  4,246,72. 254,75: 6.0(% 3,871,42. 257,43: 6.65%
Other earning assets 111,22t 76,32° 57,51¢
Noninterest-earning assets 692,74t 503,23. 580,06¢
Total assets $ 6,558,51 $ 4,826,28 $ 4,509,01

LIABILITIES AND SHAREHOLDERS’ EQUITY

Certificates of deposit $ 535650 $ 1,99¢ 0.31% $ 543,34¢ $ 3,25i 0.6(% $ 636,07« $ 5,09: 0.8(%

Savings accounts 445,66t 94 0.02% 298,22. 77 0.05% 247,07 152 0.0€%

Interest-bearing demand 1,048,48. 587 0.0€% 790,88 86¢ 0.11% 704,48 1,39¢ 0.2(%

Money market accounts 1,566,53 1,28: 0.0€% 1,051,17 1,68¢ 0.1€% 969,54¢ 3,84( 0.4(%
Total interest-bearing deposits 3,596,34: 3,96: 0.11% 2,683,63 5,881 0.22% 2,557,17! 10,47¢ 0.41%

Federal Home Loan Bank advanées 51,03( 1,14¢ 2.28% 100,33 3,211 3.2(% 120,41¢ 2,98( 2.47%

Long-term subordinated debt — — —% — — —% 14,74¢ 57¢ 3.9%

Other borrowings and interest-bearing

liabilities 35,77: 734 2.05% 25,00( 47¢ 1.92% 24,89¢ 49¢ 2.0%

Total interest-bearing liabilities 3,683,14 5,84( 0.1€% 2,808,96 9,571 0.34% 2,717,24. 14,53t 0.5%%

Noninterest-bearing deposits 1,824,23 1,192,03 984,22(

Other noninterest-bearing liabilities 72,03¢ 64,09! 76,82

Shareholders’ equity 979,09¢ 761,18! 730,72t

Total liabilities & shareholders’ equity $ 6,558,51 $ 4,826,28 $ 4,509,01

Net interest income $ 297,13 $ 245,17: $ 242,89

Net interest spread 5.11% 5.6% 6.12%

Net interest margin 5.16% 5.71% 6.21%

Average interest-earning assets to average inteeasing liabilities 156.29% 151.19% 142.4%

(1) Nonaccrual loans were included in loans. Amortizetideferred loan fees and net unearned disconntsrtain acquired loans were included in the @geincome
calculations. The amortization of net deferred ltees was $3.3 million in 2013 , $2.1 million in1Z20and $1.3 million in 2011 . The accretion of metarned discounts on
certain acquired loans was $28.4 million in 20$3.9 million in 2012 , and $14.3 million in 2011 .

(2) Incremental accretion on acquired impaired loarsdsided in covered loan interest earned. Thesimental accretion income on acquired impaired |oes$29.8 million
in 2013, $55.3 million in 2012 and $53.1 million2011.

(3) Yields on fully taxable equivalent basis, basedanarginal tax rate of 35%. The tax equivalentdyadjustment to interest earned on noncovered lasst619 thousand ,
$765 thousand and $567 thousand for the years ébeleember 31, 2013, 2012, and 20tdspectively. The tax equivalent yield adjustnterinterest earned on tax exer
securities was $5.4 million , $5.5 million and $&élion for the years ended December 31, 20131220and 2011 , respectively.

(4) Federal Home Loan Bank advances includes prepaychenges of $1.5 million and $603 thousand in 28132012 , respectively. No prepayment charges reemded on
Federal Home Loan Bank advances during 2011 . résudt of the 2013 prepayment, the Company reca$8@d thousand in premium amortization, which péytioffset
the impact of the prepayment charge.
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Net interest income is impacted by the volume (gearin volume multiplied by prior rate), interester (changes in rate multiplied by
prior volume) and the mix of interest-earning assetd interest-bearing liabilities. The followirapte shows changes in net interest income ol
a fully taxable-equivalent basis between 2013 &@1P2 as well as between 2012 and 2011 broken datwmeen volume and rate. Changes
attributable to the combined effect of volume amgliest rates have been allocated proportionatelyet changes due to volume and the
changes due to interest rates:

Changes in Net Interest Income

2013 Compared to 2012 2012 Compared to 2011
Increase (Decrease) Due to Increase (Decrease) Due to
Volume Rate Total Volume Rate Total

(in thousands)
Interest Income

Loans, excluding covered loans, net $ 77070 $ 4708 $ 81L77¢ $ 19937 $ (15049 $ 4,89
Covered loans, net (21,247 (13,83) (35,079 (9,845 6,16: (3,682)
Taxable securities 8,31: (6,130 2,18: 1,97: (5,567 (3,599
Tax-exempt securities 2,54; (2,709 (167) 1,01t (1,329) (313)
Interest earning deposits with banks and federal
funds sold (500 1 (499 (2) 16 15
Interest income $ 66,18 $ (17,95¢) $ 4822¢ $ 13,07¢ $ (15760 $ (2,68))
Interest Expense
Deposits:
Certificates of deposit $ 45 $ (1,219 $ (1259 % 674 $ (1,162 $ (1,836
Savings accounts 33 (16) 17 27 (102 (75)
Interest-bearing demand 22¢ (510 (282 15t (679) (529
Money market accounts 624 (1,025 (407) 29¢ (2,455 (2,15€)
Total interest on deposits 84C (2,765 (1,929 (199 (4,399 (4,597
Federal Home Loan Bank advances (1,289 (78%) (2,067) (550 781 231
Long-term subordinated debt — — — 579 — (679
Other borrowings and interest-bearing liabilit 21¢ 36 25E — (19 29
Interest expense $ (225) ¢ @51 $ (B73) $ (1.32) $ (3636 $ (4,959

$ 66417 $ (14440 $ 51,968 $ 14400 $ (12,129

&

2,27

Comparison of 2013 with 2012

Taxable-equivalent net interest income totaled $2&llion in 2013 , compared with $245.2 millioorf2012 . The increase in net
interest income during 2013 resulted from the iaseein the size of the noncovered loan portfoliovels as lower rates paid on deposits. Thes
increases were partially offset by decreased bakand lower incremental accretion on covered loEms incremental accretion income
represents the amount of income recorded on thg&irachoans above the contractual rate statedarirtiividual loan rates. The additional
income stems from the discount established atitfe these loan portfolios were acquired, and irseanet interest income.
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The following table shows the impact to interesbime of incremental accretion income as well asigténterest margin and
operating net interest margin for the periods presk

Year ended December  Year Ended December  Year ended December
31, 2013 31, 2012 31, 2011

(in thousands)

Incremental accretion income due to:

FDIC acquired impaired loans $ 29,81F % 55,30f % 53,07¢

Other FDIC acquired loans 2,211 5,87: 14,28:

Other acquired loans 26,20( — —
Total incremental accretion income $ 58,22¢  $ 61,177 % 67,36(
Net interest margin 5.1¢% 5.71% 6.27%
Operating net interest margin (1) 4.32% 4.36% 4.59%

(1) Operating net interest margin is a Non-GAAP sueament. See Non-GAAP measures section of Itaianagement's Discussion and
Analysis.

The Company's net interest margin decreased fr@i#?s for the year ended December 31, 2012 to 5.18%é current year due to a
decrease in yield on securities as well as theedserd impact of accretion income on the loan gatfalthough total accretion income was
comparable to the prior year period, the impa¢hé&net interest margin was greater for the prearyperiod due to the lower average interest-
earning assets for the prior year period. The Cayipaperating net interest margin has remaindulesteom the prior year period, decreasing
only 4 basis points due to the combination of lovedes on loans as well as securities due to teeathdecreasing trend in rates.

For a discussion of the methodologies used by memegt in recording interest income on loans plsase'Critical Accounting Policie
section of this discussion and Note 1 to the Cadatdd Financial Statements in “Item 8. Financitat@&nents and Supplementary Data” of thi:
report.

Comparison of 2012 with 2011

Taxable-equivalent net interest income totaled $24fillion in 2012 , compared with $242.9 millioorf2011 . The increase in net
interest income during 2012 resulted primarily frtima increase in the size of the noncovered loatiglio as well as lower rates paid on
deposits.

The Company's net interest margin decreased fr@it?6 for the year ended December 31, 2011 to 5. 6f%é year ended December
31, 2012 . The operating net interest margin atsoehsed from 4.53% in 2011 to 4.36% for 2012 . ddwreases were due to the combination
of lower rates on noncovered loans as well as #&=udue to the overall decreasing trend in rafég. net interest margin also decreased di
lower accretion income on the acquired loan padfolThe Company recorded $61.2 million in accreti@come in 2012 compared to $67.4
million in 2011 .

Provision for Loan and Lease Losses

The Company accounts for the credit risk associaitidlending activities through its allowance foan and lease losses and provision
for loan and lease losses. The provision is theesp recognized in the consolidated statementgofrie to adjust the allowance to the levels
deemed appropriate by management, as determirnaabtinits application of the Compasyallowance methodology procedures. For discu:
over the methodology used by management in detargithe adequacy of the ALLL see the following “@lance for Loan and Lease Losses
and Unfunded Commitments and Letters of Credit” ‘@dtical Accounting Policies” sections of thissdussion.

For noncovered loans, the Company recorded expg#Erk®2 million and $13.5 million through the prein for loan and lease losses in
2013 and 2012, respectively. The provision readiide2013 reflects management’s ongoing assessofiémé credit quality of the Company’s
noncovered loan portfolio, which is impacted byi@as economic trends, including the slow recovdrthe Pacific Northwest economy.
Additional factors affecting the provision includeedit quality migration, size and composition e 1oan portfolio and changes in the
economic environment during the period. See “Allasafor Loan and Lease Losses and Unfunded Commiignaed Letters of Credit”
section of this discussion for further informatimm factors considered by the Company in assessengredit quality of the loan portfolio and
establishing the allowance for loan and lease fsse
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For the years ended December 31, 2013, 2012 &k, 28et noncovered loan charge-offs amounted tb ®dlion , $14.3 million , and
$15.4 million , respectively. Loans in the commaltiusiness portfolio accounted for 80% of the 20&Bcharge-offs compared to 60% of the
2012 net charge-offs.

Impairment valuation adjustments and allowancddan and lease losses on acquired loans, inclutlivge subject to the Company’s
loss-share agreements with the FDIC, are accodatexparately from the allowance for loan andédasses. The Company recorded a
recapture of $3.3 million through the provision fasses on covered loans in 2013 compared to agiwavof $25.9 million on covered loans in
2012 . The provision recapture recorded in 2013 duessto increased expected future cash flows asasuned during the current period which
were in excess of those expected from the remeasmteof cash flows during the prior period. The3j&illion in provision recapture is
partially offset by a $2.6 million charge to theadlge in FDIC loss-sharing asset, resulting in atipesgre-tax earnings impact of $652
thousand.

Noninterest Income (LosS)

The following table presents the significant comgruts of noninterest income (loss) and the relatdidrdand percentage change from
period to period:

Years ended December 31,

$ % $ %
2013 Change Change 2012 Change Change 2011
(dollarsin thousands)

Service charges and other fees $ 48,35: $ 18,35: 61% $ 29,99¢ $ 3,36¢ 13% $ 26,63:
Gain on bank acquisitions, net of tax — — — % — (1,830 (100% 1,83(
Merchant services fees 8,812 65¢ 8 % 8,15¢ 76¢ 1C % 7,38¢
Investment securities gains (losses) 462 (3,277 (88)% 3,73: 6,54¢ (239)% (2,816
Bank owned life insurance (BOLI) 3,57( 70¢ 25 % 2,861 673 31% 2,18¢
Other 10,52: 3,748 55 % 6,77¢ 1,78¢ 3€ % 4,99
Noninterest income before change in FDIt

loss-sharing asset 71,71° 20,19: 39 % 51,52¢ 11,31: 28 % 40,21
Change in FDIC loss-sharing asset (45,019 (20,550 84% (24,46°) 25,02¢ (51)%  (49,49¢)
Total noninterest income (loss) $ 26,70C § (35§ ()% $ 27,05 $ 36,34 (391)% $ (9,289

Comparison of 2013 with 2012

The $20.2 million increase in noninterest incomelwking the change in FDIC los$aring asset from the prior year was primarily th.
the increase of $18.4 million in service charges ather fees as well as an increase of $3.7 milhiasther noninterest income. The increase ir
service charges and other fees as well as othénteosst income was due to the increased custoawr foom the West Coast acquisition.
These increases were partially offset by a decriediseestment securities gains primarily due te $3.0 million impairment charge recorded
during 2011 on a single municipal obligation forigihwe received full repayment during 2012, resgltin a gain of approximately $3.0
million.

The change in the FDIC loss-sharing asset recogtiedecreased amount that Columbia expects lectéiiom the FDIC under the
terms of its loss-sharing agreements. The Compamgasures contractual and expected cash flowsvefewd loans on a quarterly basis. Wher
the quarterly remeasurement results in an incri@asepected future cash flows due to a decreas&prcted credit losses the nonaccretable
difference decreases and the accretable yieldeofefated loan pool is increased and recognizéoteest income over the life of the loan
portfolio. As a result of the improved expectedhclisws, the FDIC loss-sharing asset is reduced fiy the amount of any impairment
previously recorded and, second, by increased @atian over the remaining life of the related Igaortfolio. For additional information on
the FDIC loss-sharing asset, please see the “Liumsag Asset” section of Management's Discussiath Analysis and Note 8 to the
Consolidated Financial Statements in “Item 8. Fai@riStatements and Supplementary Data” of thisntep
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Other Noninterest Income: The following table presents selected items of éotlioninterest income” and the related dollar and
percentage change from period to period:

Years ended December 31,

$ % $ %
2013 Change Change 2012 (1) Change Change 2011 (1)
(dollarsin thousands)

Mortgage banking 1,78¢ 562 4€ % 1,22¢ 497 68 % 72¢
Small Business Administration premiums 1,10C 49: 81% 607 55€ 1,090 % 51
Letter of credit fees 43¢ 47 12 % 392 (23 (6)% 41F
Currency exchange income 37¢€ 12 3% 364 18 5% 34¢€
Miscellaneous fees on loans 2,71¢ 1,33¢ 97 % 1,38( 154 13% 1,22¢
Interest rate swap income 45¢ (63) (12)% 522 18¢ 57% 333
Credit card fees 1,28 962 29€ % 32t 65 25 % 26C
Miscellaneous 2,35¢ 391 2C% 1,96: 32¢ 2C% 1,63¢
Total other noninterest income $ 10,520 § 3,74¢ 550 $ 6,77¢ § 1,78 6% $ 4,99

(1) Reclassified to conform to the current periquissentation.

The increase in other noninterest income was digcteases in several components of nonintereshieg including miscellaneous fees
on loans, credit card fees, mortgage banking incanteSmall Business Administration premiums. Theedase in miscellaneous loan fees wa:
primarily a result of the larger loan portfolio digethe acquisition of West Coast as well as a ggmgcrease in prepayment fees.

Comparison of 2012 with 2011

Noninterest income before the change in FDIC Idesing asset for the year ended December 31, 2@$2b&1.5 million , an increase of
$11.3 million from 2011 . The increase in noningtiacome before the change in FDIC Isssring asset from the prior year was primarily
to the increase in investment securities gaindtiegufrom the full payment received in 2012 fronrmainicipal bond that was impaired during
2011. Also contributing to the total increase imimberest income from 2011 to 2012 was a redudtidhe charge to the change in FDIC loss-
sharing asset from $49.5 million in 2011 to $24i8iom in 2012.

For additional information on the FDIC loss-sharasget, please see the “Loss-sharing Asset” seatibtanagement’s Discussion and
Analysis and Note 8 to the Consolidated Finandiate®nents in “Item 8. Financial Statements and fupentary Data” of this report.

Noninterest Expense

Noninterest expense was $230.9 million in 2013inarease of $68.0 million , or 42% , over 2012oniterest expense increased $7.2
million , or 5% , in 2012 over 2011 .
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The following table presents the significant com@uais of noninterest expense and the related dolidipercentage change from period
to period:

Years ended December 31,

$ % $ %
2013 Change Change 2012 Change Change 2011
(dollarsin thousands)
Compensation and employee benefits $ 12543 $  39,99¢ 47% $ 8543: $ 3,88 5% $ 81,55:
All other noninterest expense:
Occupancy 33,05¢ 13,02 65 % 20,03 1,06¢ 6 % 18,96
Merchant processing 3,551 (61) (2% 3,612 (86) (2)% 3,69¢
Advertising and promotion 4,09( 44C 12 % 3,65( (36) ()% 3,68¢
Data processing 14,07¢ 4,36: 45 % 9,71¢ 1,23( 14% 8,48¢
Legal and professional services 12,33¢ 3,42: 38 % 8,91¢ 2,42¢ 37% 6,48¢
Taxes, license and fees 5,03 297 6 % 4,73¢ 29C 7% 4,44¢
Regulatory premiums 4,70¢ 1,322 32 % 3,38¢ (959) (22)% 4,33
Net cost of operation of noncovered other
real estate owned 1,24¢ (3,519 (74)% 4,76¢€ (2,650 (36)% 7,41¢
Net benefit of operation of covered othe
real estate owned (8,650 (1,919 28 % (6,735 1,702 (20)% (8,439
Amortization of intangibles 6,04 1,60(C 3€% 4,44¢ 12¢ 3% 4,31¢
FDIC clawback expense (recovery) 27¢ 332 (615)% (54) (3,710 (101)% 3,65¢
Other 29,68¢ 8,66¢ 41 % 21,01t 3,861 23% 17,15¢
Total all other noninterest expense 105,45: 27,97t 3€ % 77,47¢ 3,27: 4% 74,20
Total noninterest expense $ 230,88t $ 67,97: 42% $ 162917 $ 7,15¢ 50, $ 155,75

Comparison of 2013 with 2012

Compensation and employee benefits expense incréa$4.25.4 million , or 47% , in 2013 from $85.4lion in 2012 primarily due to
the added personnel costs associated with the @éestt acquisition.

The remaining noninterest expense categories isede$28.0 million , or 36%, between 2012 and 20M%e. increase was primarily due
to $25.5 million in acquisition-related expensesuimed during 2013 related to the acquisition ofstM@oast, for which there were only $1.8
million incurred during 2012, as well as additionagoing noninterest expense related to the adiuisi

The following table shows the impact of the acdigsirelated expenses for the periods indicateti¢osarious components of
noninterest expense:

Years ended December 31,
2013 2012

(in thousands)

Noninterest Expense

Compensation and employee benefits $ 8,44( $ =
Occupancy 4,68¢ —
Advertising and promotion 877 2
Data processing and communications 767 —
Legal and professional fees 4,76¢ 1,76(C
Other 5,954 18

Total impact of acquisition-related costs to noaiast expense $ 25,48t % 1,78(
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Other Noninterest Expense: The following table presents selected items dfiéothoninterest expense” and the related dollar and
percentage change from period to period:

Years ended December 31,

$ % $ %
2013 Change Change 2012 Change Change 2011
(dollarsin thousands)

CRA partnership investment expense $ 73¢ $ 13C 21% $ 60 $ 11 2% $  59¢
Software support & maintenance 2,96( 1,38¢ 88% 1,57¢ 21z 16 % 1,36%
Federal Reserve Bank processing fees 214 ()] (D% 21€ (11¢) (35)% 334
Supplies 1,56¢ 43€ 3¢ % 1,132 (144) (11)% 1,27¢
Postage 3,46: 1,37¢ 6€ % 2,08¢ (43 (2% 2,131
Sponsorships & charitable contributions 1,162 382 49 % 78C (343) (3D)% 1,12
Travel 1,96( 592 43 % 1,36¢ 12C 10% 1,24¢
Investor relations 45¢ 281 15¢ % 17¢ 4 2% 174
Insurance 1,801 771 75 % 1,03( 194 23 % 83¢€
Director expenses 634 83 15 % 551 94 21% 457
Employee expenses 1,04¢ 31C 42 % 73¢ 103 16 % 63€
ATM Network 2,00¢ 874 77 % 1,131 73 7% 1,05¢
Miscellaneous 11,67( 2,051 21% 9,61¢ 3,69¢ 62 % 5,921
Total other noninterest expense $ 29,68 $  8,66¢ 41% $ 21,01t $ 3,861 23% $ 17,15

Other noninterest expense increased $8.7 milliongrily due to acquisition-related costs of $6.0liom recorded to other noninterest
expense during 2013 compared to only $18 thousag012.

Comparison of 2012 with 2011

Compensation and employee benefits expense incr¢a$85.4 million , or 5% in 2012 from $81.6 nolti in 2011 reflecting a full year
of staffing increases in 2012 related to the tiwB&C-assisted acquisitions that occurred in 2011.

The remaining noninterest expense categories isede$3.3 million, or 4%, between 2011 and 2012.ifbeease was primarily due to
the $2.4 million increase in legal and professidaak, which included $1.8 million in acquisitioglated costs.

Income Tax

For the years ended December 31, 2013, 2012 &ltd\26 recorded income tax provisions of $27.0 omillj $17.6 million and $17.9
million , respectively. The effective tax rate w6 in 2013 , 28% in 2012 and 27% in 2011 . Foitathl information, see Note 22 to the
Consolidated Financial Statements in “ltem 8. FaiarStatements and Supplementary Data” of thisntep

Our effective tax rate increased during the curyesatr primarily due to the acquisition of West Goase majority of West Coast’s
operations were located in the State of Oregonlwhas a state income tax. As a result, a largeigmoof our income was subject to state
income taxes. In addition, certain acquisitiontedacosts were not tax deductible which also irsrdaour effective tax rate. However, our
effective tax rate continues to be less than oder@ statutory rate of 35% primarily due to theoamt of tax-exempt municipal securities held
in the investment portfolio, tax-exempt earningsank owned life insurance, and tax credits reckive investments in affordable housing
partnerships.
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Financial Condition

Our total assets increased 46% to $7.16 billiodextember 31, 2013 from $4.91 billion at December2B12 , primarily due to the
acquisition of West Coast. Interest-earning depagith banks decreased $374.8 million as the Cosnpaocumulated cash in overnight funds
near the end of 2012 in anticipation of paymerthefcash portion of the West Coast acquisition icenation. Our investment portfolio
increased $662.4 million or 66%, due to the actjaisiof West Coast. The net loan portfolio increh$@.58 billion to $4.44 billion , primarily
due to the acquisition of West Coast, which added Bbillion in loans. The FDIC loss-sharing aststreased $56.5 million or 59% to $39.8
million at De cember 31, 2013 . The decrease ifHDEC loss-sharing asset was primarily due to $8ilfon in cash received from the FDIC
and $36.7 million in amortization. Premises andigepent, net increased $36.0 million or 30%, asraumber of branches increased due to the
acquisition of West Coast. Deposit balances ine@&4.92 billion to $5.96 billion , primarily due the acquisition of West Coast, which
added $1.88 billion in deposits. FHLB advanceseaased $30.0 million to $36.6 million.

Investment Portfolio

We invest in securities to generate revenues Cibmpany, to manage liquidity while minimizingardst rate risk and to provide
collateral for certain public deposits and shortrtdorrowings. The amortized cost amounts repreben€ompany’s original cost for the
investments, adjusted for accumulated amortizaiiasccretion of any yield adjustments related dbcurity. The estimated fair values are
amounts we believe the securities could be soldd$af the dates indicated. As of December 31, 204 Bad 25&vailable for sale securities
an unrealized loss position. Based on past expegiasith these types of securities and our own fire@rperformance, we do not currently
intend to sell any impaired securities nor doeslabke evidence suggest it is more likely than that management will be required to sell any
impaired securities before the recovery of the dimed cost basis. We review these investmentstfrethan-temporary impairment on an
ongoing basis.

Purchases during 2013 totaled $458.0 million wihikgurities, repayments and sales totaled $460J®midompared to purchases of
$322.3 million and maturities, repayments and safég221.0 million during 2012 . In addition to tharchases during 2013, $730.8 million of
securities were acquired through the acquisitiowebt Coast.

At December 31, 2013 U.S. government agency andrgavent-sponsored enterprise mortgage-backed sesyfMBS”) and
collateralized mortgage obligations (“CMQO”) commis57% of our investment portfolio, state and mipaicsecurities were 22%, government
agency and government-sponsored enterprise sesunittre 20%, and government securities were 1%eflire investment portfolio is
categorized as available for sale and carried omalance sheet at fair value. The average durafiour investment portfolio was
approximately 4 years and 0 months at Decembe2(@3 . This duration takes into account calls, \wtegpropriate, and consensus
prepayment speeds.

During the fourth quarter of 2012, the Company et full payment on a municipal bond that was dateed to be other-than-
temporarily impaired during December 2011. The $2r8llion gain related to this security was recatdie the line itemnvestment securities
gains (losses), nin the Consolidated Statements of Income.
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The following table presents the contractual méagiand weighted average yield of our investmentfglio:

December 31, 2013

Amortized Fair
Cost Value Yield

(daollarsin thousands)

U.S. government agency and government-sponsored enprise mortgage-backed
securities & collateralized mortgage obligations (1L

Due through 1 year $ 24t $ 247 3.1(%
Over 1 through 5 years $ 19,11f $ 19,97: 4.3%%
Over 5 through 10 years 233,63. 232,65: 2.05%
Over 10 years 708,44 695,53 1.8¢%
Total $ 961,44. $ 948,40t 1.9¢%
State and municipal securities (2)
Due through 1 year $ 12,88. $ 13,04 4.36%
Over 1 through 5 years 58,53¢ 60,04( 3.31%
Over 5 through 10 years 124,43( 125,01 3.8(%
Over 10 years 161,16« 166,37( 5.82%
Total $ 357,010 $ 364,47! 4.67%
U.S. government agency and government-sponsored entrise securities (1)
Due through 1 year $ 750 % 74¢ 0.2(%
Over 1 through 5 years 225,17 221,58: 0.87%
Over 5 through 10 years 109,74t 103,70t 1.41%
Total $ 33567 $ 326,03 1.04%
U.S. government securities (1)
Due through 1 year $ 20C $ 20C 0.1¢%
Over 1 through 5 years 1,04¢ 1,04¢ 0.2(%
Over 5 through 10 years 19,83: 18,86¢ 1.15%
Total $ 21,08 % 20,11« 1.09%

(1) The maturities reported for mortgage-backexnistes, collateralized mortgage obligations, goweent agency, government-sponsored
enterprise, and government securities are basedmtractual maturities and principal amortization.
(2) Yields on fully taxable equivalent basis, basedanarginal tax rate of 35

For further information on our investment portfodiee Note 4 of the Consolidated Financial Statesrieriitem 8. Financial Statements
and Supplementary Data” of this report.

FHLB Stock

As a condition of membership in the Federal HomariLBank of Seattle (“FHLB”), the Company is reqdite purchase and hold a
certain amount of FHLB stock. Our stock purchasgiirement is based, in part, upon the outstandimgipal balance of advances from the
FHLB and is calculated in accordance with the Gdiitan of the FHLB. Our FHLB stock has a par vati®100 and is redeemable at par for
cash.

FHLB stock is carried at cost and is subject tmvecability testing per the Financial Services p8&tory and Lending topic of the
FASB ASC. The FHLB is currently classified as adetely capitalized by the Federal Housing Financerdy (“Finance Agency”).
Accordingly, as of December 31, 2013 we did nobgeize an impairment charge related to our FHLBIstwldings. We will continue to
monitor the financial condition of the FHLB asdates to, among other things, the recoverabifityur investment.
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Loan Portfolio

We are a full service commercial bank, which orag@s a wide variety of loans, and focuses its tepéfforts on originating commercial
business and commercial real estate loans. Thenfinly table sets forth our loan portfolio by tygfdaan for the dates indicated:

December 31,

% of % of % of % of % of
2013 Total 2012 Total 2011 Total 2010 Total 2009 Total
(dollarsin thousands)

Commercial business $1,561,78 37.0% $1,155,15 45.7% $1,031,72 435% $ 795,36¢ 415% § 744,440 37.1%
Real estate:
One-to-four family residential 108,31° 26% 43,92 17% 64,49: 26% 49,38 26% 63,36 3.1%
Commercial and multifamily residential 2,080,07! 49:%  1,061,20 42.0% 998,16 25% 794,32 415%  856,26( 426%
Total real estate 2,188,309 51.6%  1,105,12 437%  1,062,65 45.5% 843,71 44.1% 919,62 45.7%
Real estate construction:
One-to-four family residential 54,15 1.2% 50,60: 2.0% 50,20 21% 67,96 3E5% 107,62 5.2%
Commercial and multifamily residential 126,39 3.0% 65,10; 2.1% 36,76¢ 1.6% 30,18 1.6% 41,82¢ 21%
Total real estate construction 180,54! 43% 115,70 4.7% 86,97¢ 3.7% 98,14¢ 51% 149,44 7.4%
Consumer 357,01 8.E% 157,49: 6.2% 183,23t 7.€% 182,01 9.E% 199,98° 10.C%
Subtotal 4,287,73  101.6%  2,533,47 100.:%  2,364,58 100.1%  1,919,24 100.:%  2,013,50! 100.2%
Less deferred loan fees and other (68,28) (1.6% (7,769 0.3% (16,21) (0.79% (3,490 (0.9% (4,616 0.2%
Total loans not covered under FDIC loss-

share agreements, net of deferred fees  4,219,45 100.C% 2,525,711 100.C%  2,348,37 100.C%  1,915,75 100.C%  2,008,88: 100.C%
Loans covered under FDIC loss-share

agreements

Covered loans 277,67 391,33 531,924 517,06 -

Total loans, net (before Allowance for Loan

and Lease Losses) $4,497,12, $2,917,04 $2,880,30 $2,432,81 $2,008,88:
Loans held for sale W m m W $——

At December 31, 2013, total loans were $4.50dvilliompared with $2.92 billion in the prior yean,iacrease of $1.58 billion or 54%.
The noncovered loan portfolio increased $1.69dvilli or 67% from the previous year. The increagbémoncovered loan portfolio was
primarily due to the acquisition of West Coast, ethadded $1.41 billion in loans. Net covered loaase $277.7 million at December 2013
compared with $391.3 million in the prior year,ectease of $113.7 million or 29%. Total loans repnted 62% and 58% of total assets at
December 31, 2013 and 2012, respectively.

Commercial Business Loans: We are committed to providing competitive commdrigading in our primary market areas. Managemer
expects a continued focus within its commerciatlieg products and to emphasize, in particular ti@iahip banking with businesses, and
business owners.

Real Egtate Loans. One-to-four family residential loans are securggioperties located within our primary market araad, typically,
have loan-to-value ratios of 80% or lower at orggion. Our underwriting standards for commercial erultifamily residential loans generally
require that the loan-to-value ratio for these fonat exceed 75% of appraised value, cost, or diged cash flow value, as appropriate, and
that commercial properties maintain debt coveratjes (net operating income divided by annual debticing) of 1.2 or better. However,
underwriting standards can be influenced by cortipetand other factors. We endeavor to maintairhighest practical underwriting standa
while balancing the need to remain competitivetinlending practices.

Real Estate Construction Loans. We originate a variety of real estate construcki@ams. Underwriting guidelines for these loans Vayy
loan type but include loan-to-value limits, termmiis and loan advance limits, as applicable.

Our underwriting guidelines for commercial and rifathily residential real estate construction logeserally require that the loan-to-
value ratio not exceed 75% and stabilized debtremeeratios (net operating income divided by andeék servicing) of 1.2 or better. As noted
above, underwriting standards can be influenceddmypetition and other factors.
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However, we endeavor to maintain the highest praktinderwriting standards while balancing the rieeg@main competitive in our lending
practices.

Consumer Loans; Consumer loans include automobile loans, boat aackational vehicle financing, home equity and home
improvement loans and miscellaneous personal loans.

Foreign Loans. The Company has no material foreign activitieds$antially all of the Company’loans and unfunded commitments
geographically concentrated in its service aredisimthe states of Washington and Oregon.

Covered Loans: Covered loans are comprised of loans and loan caments acquired in connection with the 2011 FDI€isised
acquisitions of First Heritage Bank and Summit Baaskwell as the 2010 FDIC-assisted acquisitiorSaifimbia River Bank and American
Marine Bank. These loans are generically referoeastcovered because they are generally subjecietof the loss-sharing agreements
between the Company and the FDIC. The loss-shadngements relating to the 2010 FDIC-assisteddrdions limit the Company’s losses to
20% of the contractual balance outstanding upsiaged threshold amount of $206.0 million for CohianRiver Bank and $66.0 million for
American Marine Bank. If losses exceed the stdiegshold, the Company’s share of the remainingelbsgcreases to 5%. The loss-sharing
agreements relating to the 2011 FDIC-assisteddaiosns limit the Company's losses to 20% of th&re@tual balance outstanding. The loss-
sharing provisions of the 2010 and 2011 agreenfentommercial and single family residential moggdoans are in effect for five years and
ten years, respectively, from the acquisition dates the loss recovery provisions for such loaasraeffect for eight years and ten years,
respectively, from the acquisition dates. At Decenti, 2013, approximately 96% of covered loansvgaibject to an FDIC loss-sharing
agreements and approximately 90% were accounteakfacquired, impaired loans.

The following table is a rollforward of acquiretipaired loans accounted for under ASC 310-30, LaasDebt Securities Acquired
with Deteriorated Credit Quality for the years ethdiEecember 31, 2013 and 2012 :

Contractual Nonaccretable Accretable Carrying
Cash Flows Difference Yield Amount

(in thousands)

Balance at December 31, 2011 $ 835,55t $ (91,31) $ (259,669 $ 484,57(
Principal reductions and interest payments (175,83) — — (175,83)
Accretion of loan discount — — 86,67 86,67
Changes in contractual and expected cash flows due

to remeasurement (73,487 51,08« (6,746 (29,145
Disposals (30,129 2,86: 12,85¢ (14,410
Balance at December 31, 2012 $ 556,10 $ (37,37) $ (166,88) $ 351,84
Principal reductions and interest payments (147,19) — — (147,19)
Accretion of loan discount — — 51,81¢ 51,81¢
Changes in contractual and expected cash flows

to remeasurement (27,40 25,03¢ 4,26 1,901
Disposals (17,17¢) 477 6,89¢ (9,80))
Balance at December 31, 2013 $ 36433t $ (11,859 $ (103,90) ¢ 248,57«

For additional information on our loan portfoliacluding amounts pledged as collateral on borrosjisge Note 5 and Note 8 to the
Consolidated Financial Statements in “ltem 8. FaiarStatements and Supplementary Data” of thisntep
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Maturities and Sensitivities of Loans to Changes ifnterest Rates

The following table presents the maturity distribatof our covered and noncovered commercial aatastate construction loan
portfolios and the sensitivity of these loans diteraone year to changes in interest rates as oéiber 31, 2013 :

Maturing
Due Over 1
Through 1 Through 5 Over 5
Year Years Years Total
(in thousands)
Commercial business $ 641,237 % 470,68¢ $ 450,37 $ 1,562,29
Real estate construction 128,23 28,64« 23,66 180,54!
Total $ 769,47t $ 499,33¢ $ 474,03! $ 1,742,84.
Fixed rate loans due after 1 year $ 274,10 $ 328,32 $ 602,42t
Variable rate loans due after 1 year 225,23( 145,71. 370,94
Total $ 499,33¢ $ 474,03! $ 973,36¢

Risk Elements

The extension of credit in the form of loans orestbredit substitutes to individuals and businessese of our principal commerce
activities. Our policies, applicable laws, and Hegjons require risk analysis as well as ongoingfptio and credit management. We manage
our credit risk through lending limit constraintsedit review, approval policies, and extensivegang internal monitoring. We also manage
credit risk through diversification of the loan otio by type of loan, type of industry, type afibower, and by limiting the aggregation of c
to a single borrower.

In analyzing our existing portfolio, we review azonsumer and residential loan portfolios by theifgrmance as a pool of loans, since
no single loan is individually significant or judd®y its risk rating, size or potential risk of $o$n contrast, the monitoring process for the
commercial business, real estate constructioncaminercial real estate portfolios includes perigdidews of individual loans with risk
ratings assigned to each loan and performance gudge loan by loan basis.

We review these loans to assess the ability obomowers to service all interest and principaigdtions and, as a result, the risk rating
may be adjusted accordingly. In the event thatdallection of principal and interest is not reasioly assured, the loan is appropriately
downgraded and, if warranted, placed on nonacestasiis even though the loan may be current asroipal and interest payments.
Additionally, we assess whether an impairment loaa warrants specific reserves or a write-dowthefloan. For additional discussion on our
methodology in managing credit risk within our Igaartfolio see the following “Allowance for Loan diease Losses and Unfunded
Commitments and Letters of Credit” section and Note the Consolidated Financial Statements imfl& Financial Statements and
Supplementary Data” of this report.

Loan policies, credit quality criteria, portfoliziglelines and other controls are established utideguidance of our Chief Credit Officer
and approved, as appropriate, by the Board. Chaffitinistration, together with the management loammittee, has the responsibility for
administering the credit approval process. As agrgplart of its control process, we use an intecredit review and examination function to
provide reasonable assurance that loans and corentirare made and maintained as prescribed byredit policies. This includes a review
of documentation when the loan is initially exted@snd subsequent examination to ensure continugakpance and proper risk assessment.

Nonperforming Loans: The Consolidated Financial Statements are prefareatding to the accrual basis of accounting. Trukides
the recognition of interest income on the loanfptid, unless a loan is placed on nonaccrual stathéch occurs when there are serious doubt
about the collectability of principal or intere€tur policy is generally to discontinue the accrmfahterest on all loans past due 90 days or mo
and place them on nonaccrual status. Loans acabéornteinder ASC 310-30 are generally considereduérng and performing as the loans
accrete interest income over the estimated livéeefoans when cash flows are reasonably estimAbtordingly, impaired loans accounted
for under ASC 310-30 that are contractually past ate still considered to be accruing and perfognoans.

Nonperforming Assets: Nonperforming assets consist of: (i) nonaccruah$avhich generally are loans placed on a nonakbasis
when the loan becomes past due 90 days or whes dinerotherwise serious doubts about the colldityabf principal or interest within the
existing terms of the loan; (ii) in most casesmegtired loans, for which concessions, includirgréduction of interest rates below a rate
otherwise available to that borrower or the defesfanterest or principal, have been granted duthé borrowes weakened financial conditi
(interest on restructured loans is accrued atdabtuctured rates
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when it is anticipated that no loss of originalngipal will occur); (iii) other real estate owneahd (iv) other personal property owned, if
applicable. Nonperforming assets totaled $57.9anil] or 0.84% of year-end assets at December@13 2compared to $48.5 million , or
1.08% of year end assets at December 31, 2012 .

The following table sets forth information with pest to our noncovered, nonperforming loans, otharestate owned, other personal
property owned, total nonperforming assets, acgrloans past-due 90 days or more, and potentidlgmoloans:

December 31,

2013 2012 2011 2010 2009
(dollarsin thousands)

Nonaccrual:
Commercial business $ 12,60¢ $ 9,29¢ $ 10,24 $ 32,367 $ 18,97¢
Real estate:
One-to-four family residential 2,667 2,34¢ 2,69¢ 2,99¢ 1,86(
Commercial and multifamily residential 11,04: 19,20¢ 19,48¢ 23,19: 24,35¢
Real estate construction:
One-to-four family residential 3,70¢ 4,90( 10,78t 18,00¢ 47,65:
Commercial and multifamily residential — — 7,067 7,58¢ 16,23(
Consumer 3,991 1,64: 3,207 5,02( 1,35¢
Total nonaccrual loans: 34,01t 37,39t 53,48: 89,16: 110,43:
Noncovered real estate owned and other personpépyo
owned 23,91¢ 11,10¢ 31,90¢ 30,99: 19,03’
Total nonperforming assets $ 57,93 $ 48,50: $ 85,38¢ $ 120,15 $ 129,46¢
Accruing loans past-due 90 days or more $ — $ — $ — $ — $ —
Forgone interest on nonperforming loans $ 2,86( $ 3,38¢ $ 5,32¢ $ 6,38¢ $ 7,631
Interest recognized on nonperforming loans $ 1,30¢ $ 1,11/ $ 1,013 $ 2,03t $ 2,431
Potential problem loans $ 13,35¢ $ 591 $ 10,61¢ $ 3,79: $ 11,42
Allowance for loan and lease losses $ 52,28( $ 52,24¢ $ 53,04: $ 60,99: $ 53,47¢
Allowance for loan and lease losses to nonperfogrioans 153.7% 139.7% 99.1% 68.41% 48.4%
Nonperforming loans to year end loans 0.81% 1.48% 2.28% 4.6% 5.5(%
Nonperforming assets to year end assets 0.84% 1.08% 2.02% 3.2% 4.04%

At December 31, 2013 nonperforming loans decrets®B1% of year end loans, down from 1.48% of yeat loans at December 31,
2012 . Nonperforming commercial business loans@sed from $9.3 million, or 25% of nonperformingre at December 31, 2012 to $12.6
million or 37% of nonperforming loans at year efid 2 . The increase in nonperforming commercialiess loans was primarily the result of
the West Coast acquisition. The nonperforming eggidl construction loan sector declined to $3.llioni during 2013 , down from $4.9
million, or 13% of nonperforming loans at DecemB#&r 2012 . Nonperforming commercial real estateddenproved as well, declining from
$19.2 million at December 31, 2012 to $11.0 millairyear end 2013 .

Other Real Estate Owned: As of December 31, 2013 there was $23.8 milliondncovered other real estate owned (“OREQ”) wisch
comprised of property from foreclosed real estasms, an increase of $13.1 million from $10.7 willat December 31, 2012 . The increase
was primarily driven by the addition of $14.7 noli of OREO from the West Coast acquisition. Addittly, as of December 31, 2013 the
Company held $12.1 million in OREO covered undet@Dss-sharing agreements which are excluded fronperforming assets. Properties
acquired by foreclosure or deed in lieu of foreatesare transferred to OREO and are recordedratdhie less estimated costs to sell, at the
date of transfer of the property. If the carryiredue exceeds the fair value at the time of thesfenthe difference is charged to the allowance
for loan and lease losses. The fair value of th&ORroperty is based upon current appraisal. Sulesgdosses that result from the ongoing
periodic valuation of these properties are chatgetie net cost of operation of OREO expense irptred in which they are identified. In
general, improvements to the OREO are capitalinedhalding costs are charged to the net cost ofatipa of OREO as incurred.
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Potential Problem Loans; Potential problem loans are loans which are ctisr@erforming and are not on nonaccrual statustyueturec
or impaired, but about which there are significdmtibts as to the borrowsrfuture ability to comply with repayment terms avitich may late
be included in nonaccrual, past due, restructuréchpaired loans. Potential problem loans total&8.4 million at year end 2013 , compared tc
$5.9 million at year end 2012 .

The following table summarizes activity in noncaernonperforming loans for the period indicated:

Years Ended December 31,

2013 2012
(in thousands)

Balance, beginning of period $ 37,398 $ 53,48
Established through acquisitions 18,85¢ —
Loans placed on nonaccrual or restructured 31,54¢ 32,32¢
Advances 86 827
Charge-offs (6,74%) (12,577)
Loans returned to accrual status (16,949 (6,700
Repayments (including interest applied to pringipal (20,767 (23,457)
Transfers to OREO/OPPO (9,417 (6,51€)

Balance, end of period $ 34,01f $ 37,39¢

Loans are considered impaired when based on cunfenimation and events, it is probable that thenpany will be unable to collect all
amounts due according to the contractual termBeofdan agreement or when a loan has been modifi@droubled debt restructuring. A loan
is classified as a troubled debt restructuring wadomrrower is experiencing financial difficultidgat lead to a restructuring of the loan, and the
Company grants concessions to the borrower ingseucturing that it would not otherwise considédrese concessions may include interest
rate reductions, principal forgiveness, extensibmaturity date and other actions intended to minénpotential losses. Generally, a nonacc
loan that is restructured remains on nonaccrutistar a period of six months to demonstrate thatorrower can meet the restructured
terms. If the borrower's performance under the tesms is not reasonably assured, the loan remé&issified as a nonaccrual loan.

The assessment for impairment occurs when and whdk loans are designated as classified per thg&uay’s internal risk rating
system or when and while such loans are on nonak&l nonaccrual loans greater than $500,000caresidered impaired and analyzed
individually on a quarterly basis. Classified loavith an outstanding balance greater than $500:08@valuated for potential impairment on a
quarterly basis. The Company’s policy is to recadh receipts on impaired loans first as reductiopsincipal and then as interest income.

The following table summarizes noncovered, impaloash financial data at December 31, 2013 and 2012

December 31,

2013 2012

(in thousands)
Impaired loans $ 26,38¢ $ 34,66:
Impaired loans with specific allocations $ 8,19¢ $ 4,40¢
Amount of the specific allocations $ 1,69C $ 1,39¢

Impaired loans with a carrying amount of $26.4 imillat December 31, 2013 were subject to spedificaions of allowance for loan
and lease losses of $1.7 million and partial chaffeof $20 thousand during the year. Collategehdent impaired loans without specific
allocations at December 31, 2013 and 2012 eitheéicbHateral which exceeded the carrying valueneflbans or reflected a partial charge-off
to the market value of collateral (less costs tt),s#s of the most recent appraisal daRestructured loans accruing interest totaled $11.5
million and $8.5 million at December 31, 2013 afd 2, respectively.

When a loan with unique risk characteristics hanhidentified as being impaired, the amount of iimpant will be measured by the
Company using discounted cash flows, except whisndiétermined that the primary (remaining) sowfceepayment for the loan is the
operation or liquidation of the underlying collatkrn these cases, the current fair value of tiiateral, reduced by costs to sell, will be use
place of discounted cash flows. As a final altexegtthe observable market price of the debt maydsal to assess impairment. Predominately
the Company uses the fair value of collateral apgindbased upon a reliable valuation.
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When a loan secured by real estate migrates toanforming and impaired status and it does not lzanearket valuation less than one
year old, the Company secures an updated markedti@h by a thir-party appraiser that is reviewed by the Compaaop'staff appraiser.
Subsequently, the asset will be appraised annbglby third-party appraiser or the Company’s onfstppraiser. The evaluation may occur
more frequently if management determines that thasebeen increased market deterioration withipegific geographical location. Upon
receipt and verification of the market valuatidme Company will record the loan at the lower oftarsmarket (less costs to sell) by recordi
charge-off to the allowance for loan and leasedess by designating a specific reserve in accam@arith accounting principles generally
accepted in the United States.

For additional information on our nonperformingrisesee Note 6 to our Consolidated Financial Statésrie “Item 8. Financial
Statements and Supplementary Data” of this report.

Allowance for Loan and Lease Losses and Unfunded @onitments and Letters of Credit

We maintain an allowance for loan and lease log#dd L") to absorb losses inherent in the loan golib. The size of the ALLL is
determined through quarterly assessments of tHeapte estimated losses in the loan portfolio. Oathmdology for making such assessments
and determining the adequacy of the ALLL includesfollowing key elements:

1.General valuation allowance consistent with thetgencies topic of the FASB AS

2.Classified loss reserves on specific relationsHpgcific allowances for identified problem loame determined in accordance with
the Receivables topic of the FASB ASC.

3.The unallocated allowance provides for other criedises inherent in our loan portfolio that may Im@te been contemplated in the
general and specific components of the allowanbés @inallocated amount generally comprises legs 5846 of the allowance. The
unallocated amount is reviewed periodically basetrends in credit losses, the results of crediengs and overall economic trends.

On a quarterly basis our Chief Credit Officer revéewith Executive Management and the Board of Dinecthe various additional
factors that management considers when determihsgdequacy of the ALLL, including economic andibass condition reviews. Factors
which influenced management’s judgment in detemgirithe amount of the additions to the ALLL chargedperating expense include the
following as of the applicable balance sheet dates:

» Existing general economic and business conditiffiesting our market plac
 Credit quality trenc

« Historical loss experien

« Seasoning of the loan portfa

« Bank regulatory examination resi

 Findings of internal credit examin

« Duration of current business cy

» Specific loss estimates for problem lo

The ALLL is increased by provisions for loan andde losses (“provision”) charged to expense, anedisced by loans charged off, net
of recoveries or recapture of previous provisiomil/we believe the best information availablessdi by us to determine the ALLL, changes
in market conditions could result in adjustmentth® ALLL, affecting net income, if circumstancaffer from the assumptions used in
determining the ALLL.

In addition to the ALLL, we maintain an allowana® finfunded commitments and letters of credit. Afsort this allowance as a liability
on our Consolidated Balance Sheet. We determigeathbunt using estimates of the probability ofithienate funding and losses related to
those credit exposures. This methodology is similahe methodology we use for determining the adey of our ALLL. For additional
information on our allowance for unfunded commitiseand letters of credit, see Note 6 to the Codatéd Financial Statements in “ltem 8.
Financial Statements and Supplementary Data” sfrdport.
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Analysis of the ALLL
The following table provides an analysis of our cavered loan loss experience by loan type forakefive years:

Changes in Allowance for Loan and Lease Losses and
Unfunded Commitments and Letters of Credit

December 31,

2013 2012 2011 2010 2009
(dollarsin thousands)
Beginning balance $ 52,24 $ 53,04 $ 60,99: $ 53,47¢ $ 42,74,
Charge-offs:
Commercial business (4,947 (10,179 (7,909 (14,879 (12,930
Real estate:
One-to-four family residential (22¢) (549) (717) (40€) (39%)
Commercial and multifamily residential (2,549 (5,479 (3,687) (6,179 (1,309
Real estate construction:
One-to-four family residential (13%) (1,60€) (2,487 (10,85¢ (27,71)
Commercial and multifamily residential — (93) (2,219 (3,107) (9,297)
Consumer (2,247) (2,539 (3,919 (3,987 (2,879
Total charge-offs (20,08¢) (20,429 (20,93) (39,409 (54,52)
Recoveries:
Commercial business 2,44¢ 1,54¢ 2,59¢ 2,38¢ 75C
Real estate:
One-to-four family residential 27C 28t 80 15 68
Commercial and multifamily residential 1,03: 1,59¢ 45¢ 12t 25
Real estate construction:
One-to-four family residential 2,66¢ 1,48¢ 2,091 1,67: 83<
Commercial and multifamily residential — 66 — 775 —
Consumer 552 1,171 351 65C 7€
Total recoveries 6,96/ 6,157 5,57¢ 5,621 1,752
Net charge-offs (3,129 (14,279 (15,359 (33,77¢) (52,769
Provision for loan and lease losses 3,16( 13,47¢ 7,40(C 41,29: 63,50(
Ending balance $ 52,28( $ 52,24: $ 53,04: $ 60,99! $ 53,47¢
Loans outstanding at end of period (1) $ 4,219,445 $ 2,525,711 $ 2,348,37. $ 1,915,75 $ 2,008,88.
Average amount of loans outstanding (1) $ 3,782,89. $ 2,411,49: $ 2,065,01. $ 2,102,86: $ 2,124,57.
Allowance for loan and lease losses to period-eads (2) 1.24% 2.07% 2.2% 3.1&% 2.6€%
Net charge-offs to average loans outstanding 0.05% 0.5% 0.74% 1.61% 2.4%
Allowance for unfunded commitments and letters of edit
Beginning balance $ 1,91¢ $ 1,53¢ $ 1,16¢ $ 77t $ 50C
Net changes in the allowance for unfunded commitsand
letters of credit 59C 38C 37C 39C 27¢
Ending balance $ 2,50¢ $ 1,91¢ $ 1,53t $ 1,16¢ $ 77E

(1) Excludes loans held for sale and covered Ic

(2) The allowance as a percentage of period-emaslat December 31, 2013 was impacted by inclugliggired loans in the ratio, please see

further discussion on this topic on the ensuingepag
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At December 31, 2013, our allowance for loan aadé losses for noncovered loans was $52.3 mjltiori.24% of total noncovered
loans (excluding loans held for sale). This compavith an allowance of $52.2 million , or 2.07%tofal noncovered loans (excluding loans
held for sale) at December 31, 2012 . The decri@atbe allowance percentage compared to the paar was impacted by including acquired
loans in the ratio, for which only a small allowaneas estimated at December 31, 2013 given managsmelgment that current net
acquisition accounting adjustments still signifidamddress the estimated credit losses in acqli@us. Excluding acquired loans, the
allowance at December 31, 2013 represented 1.58%rafovered loans. This decrease compared to Dexe3b2012 reflects organic loan
growth as well as improvements in core asset qualiting current year.

We have used the same methodology for ALLL calématduring 2013 , 2012 and 2011 . Adjustmenthiéopercentages of the ALLL
allocated to loan categories are made based odstreith respect to delinquencies and problem legtisn each loan class. The Bank reviews
the ALLL quantitative and qualitative methodology @ quarterly basis and makes adjustments whemppate. The Bank maintains a
conservative approach to credit quality and wilhthmue to prudently add to our ALLL as necessargrter to maintain adequate reserves. Th
Bank carefully monitors the loan portfolio and danes to emphasize the importance of credit qualttite continuously strengthening loan
monitoring systems and controls.

Allocation of the ALLL
The table below sets forth the allocation of theLAlby loan category:

December 31,

2013 2012 2011 2010 2009
% of % of % of % of % of
Balance at End of Total Total Total Total Total
Period Applicable to: Amount Loans* Amount Loans* Amount Loans* Amount Loans* Amount Loans*

(dollarsin thousands)

Commercial business $ 31,728 36.2% $ 28,02¢ 45.6% $ 25,43¢ 43.% $ 22,54¢ 415% $ 21,96¢ 37.1%
Real estate and construction:

One-to-four family

residential 2,68¢ 3.8% 2,50( 3.7% 3,84¢ 4.S% 7,161 6.1% 9,087 8.5%
Commercial and
multifamily
residential 13,67: 51.5% 18,27: 44.5% 20,34t 43.8% 25,88( 42.% 19,70: 44.4%
Consumer 2,547 8.2% 2,431 6.2% 2,71¢ 7.€% 2,12( 9.5% 1,282 10.(%
Unallocated 1,65¢ —% 1,011 —% 694 —% 3,28t —% 1,437 —%
Total $ 52,28( 100.% $ 52,24« 100.% $ 53,04: 100.% $ 60,99: 100.% $ 53,47¢ 100.(%

* Represents the total of all outstanding loansédnh category as a percent of total loans outstgndi

FDIC Loss-sharing Asset

The Company has elected to account for amount$vadile under loss-sharing agreements with the F#@n indemnification asset in
accordance with the Business Combinations toptb®@FASB ASC. The FDIC indemnification asset igially recorded at fair value, based on
the discounted expected future cash flows undeloggesharing agreements.

Subsequent to initial recognition, the FDIC indefication asset is reviewed quarterly and adjustecafly changes in expected cash
flows. These adjustments are measured on the sasieds the related covered loans. Any decreasgiected cash flows on the covered Ic
due to an increase in expected credit lossesngtease the FDIC indemnification asset and anyeas® in expected future cash flows on the
covered loans due to a decrease in expected twsedés will decrease the FDIC indemnification agsbanges in the estimated cash flows on
covered assets that are immediately recognizettionie generally result in a similar immediate atifent to the loss-sharing asset while
changes in expected cash flows on covered assgtarthaccounted for as an adjustment to yieldrgéneesult in adjustments to the
amortization or accretion rate for the loss-shagsget. Increases and decreases to the FDIC laggaghsset are recorded as adjustments to
noninterest income.

At December 31, 2013, the FDIC loss-sharing asastcomprised of a $37.9 million FDIC indemnificetiasset and a $2.0 million
FDIC receivable. The FDIC receivable representsumtsodue from the FDIC for claims related to coddsses the Company has incurred
less amounts due back to the FDIC relating to shereoveries.
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The following table summarizes the activity relatedhe FDIC loss-sharing asset for the twelve ism®inded December 31, 2013 and

2012 :
Year Ended
December 31,
2013 2012
(in thousands)
Balance at beginning of period $ 96,35 $ 175,07:
Adjustments not reflected in income:
Cash received from the FDIC (9,24¢) (54,649
FDIC reimbursable losses, net (2,245 39¢
Adjustments reflected in income:
Amortization, net (36,729 (42,940
Loan impairment (recapture) (2,609 20,71+
Sale of other real estate (6,177) (7,789
Write-downs of other real estate 364 5,19(
Other 134 35¢€
Balance at end of period $ 39,84t $ 96,35¢

For additional information on the FDIC loss-sharasget, please see Note 8 to the Consolidateddfz&tatements inltem 8. Financie
Statements and Supplementary Data” of this report.
Deposits

The following table sets forth the composition leé Company’s deposits by significant category:

December 31,

2013 2012 2011
(in thousands)

Core deposits:

Demand and other noninterest-bearing $ 2,171,700 $ 1,321,127 $ 1,156,61

Interest-bearing demand 1,170,001 870,82: 735,34(
Money market 1,569,26. 1,043,45! 1,031,66.
Savings 496,44« 314,37: 283,41t
Certificates of deposit less than $100,000 288,94: 252,54 303,40!

Total core deposits 5,696,35 3,802,36! 3,510,43!
Certificates of deposit greater than $100,000 201,49¢ 212,92. 262,73:
Certificates of deposit insured through CDARS® 19,48¢ 26,72( 42,08(
Brokered money market accounts 41,76 — —
Subtotal 5,959,10! 4,042,011 3,815,241

Premium resulting from acquisition date fair vaaggustment 367 75 283

Total deposits $ 5,959,47| $ 4,042,08‘ $ 3,815,52‘

Deposits totaled $5.96 billion at December 31, 26d@pared to $4.04 billion at December 31, 2018reGleposits, which include
noninterest-bearing deposits and interest-beampgsits excluding time deposits of $100,000 and,quevide a stable source of low cost
funding. Core deposits increased to $5.70 billibBecember 31, 2013 compared with $3.80 billiobatember 31, 2012 . We anticipate
continued growth in our core deposits through hbéhaddition of new customers and our current thase.

At December 31, 2013 brokered and other wholesgp@sits (excluding public deposits) totaled $61ifian or 1.0% of total deposits
compared to $26.7 million or 0.7% of total depagsitsyear-end 2012 . The increase in brokered dspesttributed to an increase in
participation in the brokered money market accquagram, which is similar to the Certificate of s Account Registry Service (“CDARS
®") program. CDARS’is a network that allows participating banks teeofxtended FDIC deposit insurance coverage ondipesits. These
extended deposit insurance programs are genekalliable only to existing customers and are notlisea means of generating additional
liquidity.
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At December 31, 2013 public deposits held by then@any totaled $289.0 million compared to $297.8iamlat December 31, 2012 .
Uninsured public deposit balances increased froB2$#2million at December 31, 2012 to $244.9 millairDecember 31, 2013 . The Company
is required to fully collateralize Washington stptéolic deposits and 50% of Oregon state publiodip.

The following table sets forth the amount outstagdf time certificates of deposit and other tinepakits in amounts of $100,000 or
more (which represent CDARSccounts) by time remaining until maturity and petage of total deposits:

December 31, 2013

Time Certificates of Deposit Other Time Deposits of
of $100,000 or More $100,000 or More
Percent of Percent of
Total Total
Amounts maturing in: Amount Deposits Amount Deposits
(dollarsin thousands)
Three months or less $ 68,25 1.1% $ 13,96¢ 0.2%
Over 3 through 6 months 34,00% 0.€% 1,051 —%
Over 6 through 12 months 51,77( 0.€% 3,37¢ 0.1%
Over 12 months 47,46¢ 0.8% — —%
Total $ 201,49¢ 34% $ 18,39: 0.3%

The following table sets forth the average amotiginal the average rate paid on each significanvsiepategory:

Years ended December 31,

2013 2012 2011
Average Average Average
Deposits Rate Deposits Rate Deposits Rate
(dollarsin thousands)
Interest bearing demand $ 1,048,48: 0.0% $ 790,88 0.11% $ 704,48 0.2(%
Money market 1,566,53! 0.08% 1,051,17. 0.1€% 969,54 0.4(%
Savings 445,66t 0.02% 298,22 0.03% 247,07: 0.06%
Certificates of deposit 535,65t 0.37% 543,34¢ 0.6(% 636,07 0.8(%
Total interest-bearing deposits 3,596,34. 0.11% 2,683,63! 0.22% 2,557,17! 0.41%
Demand and other non-interest bearing 1,824,23. 1,192,03 984,22(
Total average deposits $ 5,420,57 $ 3,875,66! $ 3,541,39!

Borrowings

Borrowed funds provide an additional source of fagdor loan growth. Our borrowed funds consistrtily of borrowings from the
Federal Home Loan (“FHLB") and Federal Reserve BERRB") as well as securities repurchase agreeméiiiLB and FRB borrowings are
secured by our loan portfolio and investment séiesti Securities repurchase agreements are seloyiadestment securities and commercial
loans.
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The Company has not had FRB borrowings in thetlfase years. The following table sets forth theadebf FHLB advances:

Years ended December 31,

2013 2012 2011
(dollarsin thousands)

FHLB Advances

Balance at end of year $ 36,60t $ 6,64¢ $  119,00¢
Average balance during the year $ 51,03( $ 100,33 $ 120,41¢
Maximum month-end balance during the year $ 190,63: $ 118,96 $ 127,42t
Weighted average rate during the year 1.12% 2.7%% 2.7€%
Weighted average rate at December 31 1.0% 5.42% 2.81%

For additional information on our borrowings, inding amounts pledged as collateral, see Notes d2 2o the Consolidated Financial
Statements in “Item 8. Financial Statements andgapentary Data” of this report.

Off-Balance Sheet Arrangements

In the normal course of business, the Companyperty to financial instruments with off-balance shesk. These financial instruments
include commitments to extend credit and standtigrie of credit. These instruments involve, to vagydegrees, elements of credit and inte
rate risk in excess of the amount reflected incibresolidated balance sheets.

Exposure to credit loss in the event of nonperforoesby the other party to the financial instrunfentcommitments to extend credit and
standby letters of credit is represented by théractual notional amount of those instruments. Thenpany uses the same credit policies in
making commitments and conditional obligationstaioes for on-balance sheet instruments. The Coynpaaluates each client's
creditworthiness on a case-by-case basis.

Commitments to extend credit are agreements toteacclient as long as there is no violation of aandition established in the contre
Commitments generally have fixed expiration datestber termination clauses and may require paymatfee. Since a portion of the
commitments are expected to expire without beimgvdrupon, the total commitment amounts do not reeciég represent future cash
requirements.

The Company had off-balance sheet loan commitreggsegating $1.37 billion at December 31, 2013inarease from $888.5 million
at December 31, 2012 . Standby letters of crediew86.7 million and $19.5 million at December 32213 and 2012respectively. In additio
commitments under commercial letters of credit usefdcilitate customers' trade transactions aherooffbalance sheet liabilities amounte:
$2.7 million and $46 thousand at December 31, 20182012 , respectively.

Contractual Obligations & Commitments
We are party to many contractual financial obligas, including repayment of borrowings, operatind aquipment lease payments, and
commitments to extend credit. The table below prisseertain future financial obligations of the Gmamy:

Payments due within time period at December 31, 261

Due after
0-12 1-3 45 Five
Months Years Years Years Total
(in thousands)
Operating & equipment leases $ 8,03 % 11,63 $ 6,75 % 13,108 % 39,52¢
Total deposits? 5,840,161 98,34t 20,75( 214 5,959,47
Federal Home Loan Bank advanées 30,00( — 1,00( 5,00( 36,00(
Other borrowings” — — 25,00( — 25,00¢
Total $ 5,878,19 $ 109,97¢ $ 53,50: $ 18,31¢ $ 6,060,00

(1) In the banking industry, interest-bearing oatigns are principally used to fund interest-eagrassets. As such, interest charges on
contractual obligations were excluded from repogstbunts, as the potential cash outflows would ltaveesponding cash inflows from
interest-earning assets.

For additional information regarding future finasmotommitments, see Note 16 to our Consolidatedriial Statements in “ltem 8.
Financial Statements and Supplementary Data” sfrdport.
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Liquidity and Sources of Funds

In general, our primary sources of funds are natrime, loan repayments, maturities and principahEnts on investment securities,
customer deposits, advances from the FHLB, seeaniipurchase agreements and other borrowingse Tineds are used to make loans,
purchase investments, meet deposit withdrawalsyaatdring liabilities and cover operational expenS&esheduled loan repayments and core
deposits have proved to be a relatively stablecsoaf funds while other deposit inflows and unsehed loan prepayments are influenced by
interest rate levels, competition and general espoconditions. We manage liquidity through moriitgrsources and uses of funds on a daily
basis and had unused credit lines with the FHLBthrd-ederal Reserve Bank of $1.04 billion and $&aillion , respectively, at December
2013, that are available to us as a supplememntdirig source. The holding company’s sources od$uare dividends from its banking
subsidiary which are used to fund dividends to eshalders and cover operating expenses.

Capital

Our shareholders’ equity increased to $1.05 bilibbecember 31, 2013, from $764.0 million at Delber 31, 2012 , primarily due to
shares issued in conjunction with the acquisitibiest Coast. Shareholders’ equity was 14.71% &n6726 of total assets at December 31,
2013 and 2012 .

Regulatory CapitalBanking regulations require bank holding compatdamaintain a minimum “leverage” ratio of core dapto
adjusted quarterly average total assets of at Bsin addition, banking regulators have adoptsktvased capital guidelines, under which
percentages are assigned to various categoriessefsaand off-balance sheet items to calculatkeadjusted capital ratio. Tier | capital
generally consists of common shareholders’ eqléss goodwill and certain identifiable intangibksats, while Tier Il capital includes the
allowance for loan losses, subject to certain Atins. Regulatory minimum risk-based capital glinds require Tier | capital of 4% of risk-
adjusted assets and total capital (combined TaadITier II) of 8% to be considered “adequatelyitediged”.

Federal Deposit Insurance Corporation regulatien$osth the qualifications necessary for a bankealassified as “well capitalized”,
primarily for assignment of FDIC insurance premitates. To qualify as “well capitalized,” banks mhate a Tier | risk-adjusted capital ratio
of at least 6%, a total risk-adjusted capital rafiat least 10%, and a leverage ratio of at IB&stFailure to qualify as “well capitalized” can
negatively impact a bank’s ability to expand anéngage in certain activities. The Company anbatiing subsidiary qualified as “well-
capitalized” at December 31, 2013 and 2012 .

The following table sets forth the Company’s ascbianking subsidiary’s capital ratios at Decemldgr2®13 and 2012 :

Company Columbia Bank Requirements
Adequately Well-
2013 2012 2013 2012 capitalized Capitalized
Total risk-based capital ratio 14.68% 20.62% 13.52% 17.81% 8% 10%
Tier 1 risk-based capital ratio 13.4% 19.35% 12.2% 16.6(% 4% 6%
Leverage ratio 10.1% 12.7&% 9.2% 11.0% 1% 5%

Stock Repurchase Program

In October 2011, the Board of Directors approvetbak repurchase program authorizing the Compamggorchase up to 2 million
shares of its outstanding shares of common stdok.Jompany may purchase the shares from time witirthe open market or in private
transactions, under conditions which allow suclurepases to be accretive to earnings per share wigintaining capital ratios that exceed
guidelines for a well-capitalized financial instittn. This repurchase program supersedes and e=pthe prior stock repurchase program
adopted in February 2002.
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Dividends

The following table sets forth the dividends paét pommon share and the dividend payout ratio ddivils paid per common share
divided by basic earnings per share):

Years ended December 31,
2013 2012 2011
Dividends paid per common share $ 0.41 $ 0.9¢ $ 0.27
Dividend payout ratio (1) 34% 84% 22%

(1) Dividends paid per common share as a percemtgarnings per diluted common share

For quarterly detail of dividends declared duri®d.2 and 2012 , including special one-time dividedeslared, see “ltem 5. Market for
Registrant's Common Equity, Related Stockholdertitatand Issuer Purchases of Equity Securitieffiisfreport.

Subsequent to year end, on January 23, 2014 the&uondeclared a regular quarterly cash divider®0of2 per share payable on
February 19, 2014, to shareholders of record atlttee of business on February 5, 2014.

Applicable federal, Washington state and Oregote stgulations restrict capital distributions, irdihg dividends, by the Company’s
banking subsidiary. Such restrictions are tiechinstitution’s capital levels after giving effaotdistributions. Our ability to pay cash
dividends is substantially dependent upon recdigivadends from our banking subsidiary. In additiohe payment of cash dividends is sut
to Federal regulatory requirements for capital Igead other restrictions. In this regaaurrent guidance from the Federal Reserve provides,
among other things, that dividends per share oi€tirapany’s common stock generally should not exesedings per share, measured over
the previous four fiscal quarters.

Reference “ltem 6. Selected Financial Data” of tkjgort for our return on average assets, returavenage equity and average equity to
average assets ratios for all reported periods.
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Non-GAAP Financial Measures

In addition to capital ratios defined by bankingukators, the Company considers various measures e¥aluating capital utilization
and adequacy, including:
e Tangible common equity to tangible assets,
e Tangible common equity to riskeighted asse!

The Company believes these measures are impoeaatibe they reflect the level of capital availableithstand unexpected market
conditions. Additionally, presentation of these sweas allows readers to compare certain aspetie @dompany’s capitalization to other
organizations. These ratios differ from capital meas defined by banking regulators principallyhiat the numerator excludes shareholders’
equity associated with preferred securities, thareaand extent of which varies across organizatigwalditionally, these measures present
capital adequacy inclusive and exclusive of accatedl other comprehensive income. These calculatimnsitended to complement the caj
ratios defined by banking regulators for both absohnd comparative purposes.

Because generally accepted accounting principlésaunited States of America (“GAAP”) do not indkicapital ratio measures, the
Company believes there are no comparable GAAP ¢iahmeasures to these tangible common equitygatibe following table reconciles the
Company’s calculation of these measures to amaaptated under GAAP.

Despite the importance of these measures to thep@aynthere are no standardized definitions fomtlaad, as a result, the Company’s
calculations may not be comparable with other amgdions. Also, there may be limits in the usefgkef these measures to investors. As a
result, the Company encourages readers to corsdmnsolidated financial statements in theirretyiand not to rely on any single financial
measure.

December 31, 2013 December 31, 2012

(dollarsin thousands)

Shareholders’ equity $ 1,053,24 $ 764,00¢
Goodwill (343,95) (115,55,
Core deposit intangible (25,857 (15,72))
Preferred stock (2,217 —
Tangible common equity (a) 681,22¢ 632,73:
Total assets 7,161,58: 4,906,33!
Goodwill (343,95) (115,55
Core deposit intangible (25,857 (15,72
Tangible assets (b) $ 6,791,777 $  4,775,06
Risk-weighted assets, determined in accordancepuitbcribed regulatory
requirements (c) $ 5,178,774 $ 3,165,52
Ratios
Tangible common equity to tangible assets (a)/(b) 10.02% 13.25%
Tangible common equity to risk-weighted assetgdn)/ 13.15% 19.9%%
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The Company also considers operating net interasgimto be an important measurement as it moeblaeflects the ongoing
operating performance of the Company. Despitertipoitance of the operating net interest margiméoGompany, there is no standardized
definition for it and, as a result, the Compangkuglations may not be comparable with other orzgtions. 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 operating net interest margin to teeinterest margin.

Years Ended December 31,

2013 2012 2011
Net interest margin 5.1€ % 5.71% 6.27%
Adjustments to net interest margin to arrive atrapeg net interest margin:
Incremental accretion income on FDIC acquired imgghloans (0.52% (1.30% (1.30)%
Incremental accretion income on other FDIC acquiioadis (0.09% (0.19H% (0.370%
Incremental accretion income on other acquireddoan (0.46% — % — %
Premium amortization on acquired securities 0.1:% — % — %
Interest reversals on nonaccrual loans 0.0z % 0.0z % — %
Prepayment charges on FHLB advances 0.0:% 0.01% — %
4.32 % 4.3€ % 4.5 %

Operating net interest margin

55




Table of Contents

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK
Interest Rate Sensitivity

We are exposed to interest rate risk, which igitlethat changes in prevailing interest rates adlVersely affect assets, liabilities, cap
income and expenses at different times or in difieamounts. Generally, there are four sourcestefast rate risk as described below:

Repricing risk —Repricing risk is the risk of adverse consequeificas a change in interest rates that arises beafutifference:
in the timing of when those interest rate chandfestan institution’s assets and liabilities.

Basis risk—Basis risk is the risk of adverse consequencdtimegdrom unequal changes in the spread betweenoiwmore rates
for different instruments with the same maturity.

Yield curve risk —Yield curve risk is the risk of adverse consequergsulting from unequal changes in the spreaddsiiwo or
more rates for different maturities for the sanstrument.

Option risk —In banking, option risks are known as borroweiiant to prepay loans and depositor options to ngg®sits,
withdrawals, and early redemptions. Option riskk@siwhenever bank products give customers the highnhot the obligation, to alter the
guantity or the timing of cash flows.

An Asset/Liability Management Committee is respblesior developing, monitoring and reviewing adgiility processes, interest rate
risk exposures, strategies and tactics and regatdithe Board. Ultimate responsibility for effestiasset/liability management rests with the
Board. We maintain an asset/liability managemeltitpdhat provides guidelines for controlling expios to interest rate risk. The policy
guidelines direct management to assess the impabaoges in interest rates upon both earning<apital. The guidelines establish limits for
interest rate risk sensitivity.

Interest Rate Risk Sensitivity

A number of measures are used to monitor and mangggest rate risk, including income simulatioimierest sensitivity (gap) analysis
and economic value of equity sensitivity. An incosimaulation model is the primary tool used to assbe direction and magnitude of changes
in net interest income resulting from changes tarigst rates. Key assumptions in the model inchudpayment speeds on loans and invest
securities, decay rates on non-maturity deposit&gstment security, loan, deposit and borrowingin@s and pricing. These assumptions are
inherently uncertain and, as a result, the netéstancome projections should be viewed as amasti of the net interest income sensitivity at
the time of the analysis. Actual results will diffeom simulated results due to timing, magnitudd &equency of interest rate changes and
changes in market conditions and management sigategmong other factors.

Based on the results of the simulation model d3emfember 31, 2013, we would expect a decrease inteeest income of $3.0 million
interest rates gradually decrease from currens iayel 00 basis points and an increase in net sttereome of $8.8 million if interest rates
gradually increase from current rates by 200 baiists over a twelve-month period.

The analysis of an institution’s interest rate (e difference between the repricing of interesning assets and interest-bearing
liabilities during a given period of time) is onasdard tool for the measurement of the exposuirgt¢oest rate risk. We believe that because
interest rate gap analysis does not address &tirfathat can affect earnings performance. It gthbelused in conjunction with other method
evaluating interest rate risk.

The table on the following page sets forth thenestéd maturity or repricing, and the resulting iest rate gap of our interest-earning
assets and interest-bearing liabilities at DecerBlheP013 . The amounts in the table are deriveh four internal data and are based upon
regulatory reporting formats. Therefore, they maylme consistent with financial information appegrelsewhere herein that has been prej
in accordance with accounting principles generatlgepted in the United States.

The estimates for net interest income sensitivilly mterest rate gap could be significantly affddig external factors such as changes ir
prepayment assumptions, early withdrawal of dep@sitd competition. For example, although certaset@sand liabilities may have similar
maturities or periods to repricing, they may raeadlifferent degrees to changes in market intaw@ss. Also, the interest rates on certain types
of assets and liabilities may fluctuate in advaoicehanges in market interest rates, while otheesymay lag changes in market interest rates.

Additionally, certain assets, such as adjustahte-mortgages, have features that restrict changbe interest rates of such assets bo
a short-term basis and over the lives of such asBatther, in the event of a change in marketésterates, prepayment and early withdrawal
levels could deviate significantly from those asedrin calculating the tables. Finally, the abibifymany borrowers to service their adjustable-
rate debt may decrease in the event of a subdtargiaase in market interest rates.
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Estimated Maturity or Repricing

Over 1 year
0-3 4-12 through Due after
December 31, 2013 months months 5 years 5 years Total

(dollars in thousands)
Interest-Earning Assets

Interest-earning deposits $ 14,53: $ — $ — 3 — 3 14,53:
Loans, net of deferred fees 1,823,17 634,811 1,841,04. 198,08 4,497,12.
Loans held for sale 73t — — — 73t
Investments 83,32¢ 167,87. 872,20: 573,23 1,696,64!
Total interest-earning assets $ 1,921,77. $ 802,68 $ 2,713,24 ¢ 771,32t 6,209,02
Allowance for loan and lease losses (52,28()
Cash and due from banks 165,03(
Premises and equipment, net 154,73.
Other assets 685,07:
Total assets $ 7,161,58:
Interest-Bearing Liabilities
Interest-bearing non-maturity deposits $ 3,277,471 $ — $ —  $ — $ 3,27747
Time deposits 157,26 234,51; 118,52. — 510,29¢
Borrowings 30,00( — 26,00( 5,60¢ 61,60¢
Total interest-bearing liabilities $ 3,464,73 $ 234,51 $ 14452; $ 5,60¢ 3,849,37:
Other liabilities 2,258,95!
Total liabilities 6,108,33:
Shareholders’ equity 1,053,24!
Total liabilities and shareholders’ equity $ 7,161,58:
Interest-bearing liabilities as a percent of total
interest-earning assets 55.8( % 3.7¢% 2.32% 0.0%
Rate sensitivity gap $ (1,542,96) $ 568,17 $ 2,568,722 $ 765,72(
Cumulative rate sensitivity gap $ (1,54296) $ (974,79) $ 1,593,931 $ 2,359,65!
Rate sensitivity gap as a percentage of interest-
earning assets (24.85% 9.1t % 41.3% 12.3%
Cumulative rate sensitivity gap as a percentag
interest-earning assets (24.85% (15.70% 25.61% 38.0(%

Impact of Inflation and Changing Prices

The impact of inflation on our operations is in@ed operating costs. Unlike most industrial comganiirtually all the assets and
liabilities of a financial institution are monetarynature. As a result, interest rates generallyeha more significant impact on a financial
institution’s performance than the effect of geh@eels of inflation. Although interest rates dotmecessarily move in the same direction or t
the same extent as the prices of goods and seriicesases in inflation generally have resultethareased interest rates.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of ColianBanking System, Inc.
Tacoma, Washington

We have audited the accompanying consolidated balsineets of Columbia Banking System, Inc. ansuibsidiaries (the “Company”)
as of December 31, 2013 and 2012 , and the retatesblidated statements of income, comprehensoanie, changes in shareholders’ equity
and cash flows for each of the three years in gr®g ended December 31, 2013 . These financiemaents are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these financial statements basedr audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &andbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of Columbia Banking
System, Inc. and its subsidiaries as of Decembe?@13 and 2012 , and the results of its operatimukits cash flows for each of the three
years in the period ended December2013 , in conformity with accounting principles geally accepted in the United States of America.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
Company’s internal control over financial reportiag of December 31, 2013, based on the critetédbkshed in Internal Control—Integrated
Framework (1992) issued by the Committee of Spangddrganizations of the Treadway Commission antreport dated February 28, 2014
expressed an unqualified opinion on the Compamg&rmal control over financial reporting.

[s/ Deloitte & Touche LLP
Seattle, Washington
February 28, 2014
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COLUMBIA BANKING SYSTEM, INC.
CONSOLIDATED BALANCE SHEETS

ASSETS

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 $1,680,491 and $969,359, respectively
Federal Home Loan Bank stock at cost
Loans held for sale
Loans, excluding covered loans, net of unearneahicof ($68,282) and ($7,767), respectively

Less: allowance for loan and lease losses
Loans, excluding covered loans, net

Covered loans, net of allowance for loan lossg$28,174) and ($30,056), respectively

Total loans, net
FDIC loss-sharing asset
Interest receivable
Premises and equipment, net
Other real estate owned ($12,093 and $16,311 cousr&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 (Note 16)
Shareholders’ equity:

December 31, December 31,
2013 2012
Preferred stock (no par value)
Authorized shares 2,00( —
Issued and outstanding 9 —
Common stock (no par value)
Authorized shares 63,03t 63,03
Issued and outstanding 51,26¢ 39,68t

Retained earnings

Accumulated other comprehensive income (loss)
Total shareholders’ equity
Total liabilities and shareholders’ equity

See accompanying Notes to Consolidated Financa¢®ents.
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December 31,

December 31,

2013 2012
(in thousands)

$ 165,03( $ 124,57:
14,53: 389,35!
179,56: 513,92t
1,664,11. 1,001,66!
32,52¢ 21,81¢
735 2,56:
4,219,45: 2,525,71i
52,28( 52,24
4,167,17. 2,473,46!
277,67: 391,33
4,444 .84, 2,864,80.
39,84¢ 96,35¢
22,20¢ 14,26¢
154,73. 118,70¢
35,927 26,98
343,95; 115,55
25,85: 15,72:
217,28¢ 113,96
$ 7,161,58: $ 4,906,33!
$ 2,171,70: $ 1,321,17
3,787,77. 2,720,91.
5,959,47! 4,042,08!
36,60¢ 6,64¢
25,00( 25,00(
87,25: 68,59¢
6,108,33: 4,142,322
2,21 —
860,56: 581,47:
202,51 162,38t
(12,044 20,14¢
1,053,24 764,00¢
$ 7,161,58: $ 4,906,33!
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COLUMBIA BANKING SYSTEM, INC.
CONSOLIDATED STATEMENTS OF INCOME

I nterest Income
Loans
Taxable securities
Tax-exempt securities
Federal funds sold and deposits in banks
Total interest income
I nterest Expense
Deposits
Federal Home Loan Bank advances
Prepayment charge on Federal Home Loan Bank advance
Long-term obligations
Other borrowings
Total interest expense
Net I nterest Income
Provision for loan and lease losses
Provision (recapture) for losses on covered loans
Net interest income after provision (recapture)léan and lease losses
Noninterest Income (L0ss)
Service charges and other fees
Gain on bank acquisitions, net of tax
Merchant services fees
Investment securities gains (losses), net
Bank owned life insurance
Change in FDIC loss-sharing asset
Other
Total noninterest income (loss)
Noninterest Expense
Compensation and employee benefits
Occupancy
Merchant processing
Advertising and promotion
Data processing
Legal and professional fees
Taxes, licenses and fees
Regulatory premiums
Net cost (benefit) of operation of other real estatned
Amortization of intangibles
FDIC clawback liability expense (recovery)
Other
Total noninterest expense
Income before income taxes
Provision for income taxes
Net I ncome
Earnings Per Common Share
Basic
Diluted
Weighted average number of common shares outsi@ndin

Years ended December 31,

2013 2012 2011
(in thousands except per share)

$ 266,28¢ $ 219,43 $ 218,42(
20,45¢ 18,27¢ 21,87(
9,831 9,941 10,14:
35¢ 854 83¢
296,93! 248,50 251,27:
3,96: 5,88 10,47¢
(409 2,60¢ 2,98(
1,54¢ 60< —
— — 57¢
734 47¢ 49¢
5,84( 9,57 14,53t
291,09! 238,92 236,73t
3,16( 13,47¢ 7,40C
(3,267 25,89: (1,64%
291,19¢ 199,56( 230,98«
48,35! 29,99¢ 26,63:
— — 1,83(
8,812 8,15¢ 7,38%
462 3,73 (2,81€)
3,57( 2,861 2,18¢
(45,017 (24,46°) (49,49¢)
10,52 6,77¢ 4,994
26,70( 27,05¢ (9,287
125,43: 85,43« 81,557
33,05¢ 20,03: 18,96:
3,551 3,617 3,69¢
4,09( 3,65( 3,68¢
14,07¢ 9,71« 8,48¢
12,33¢ 8,91t 6,48¢
5,03: 4,73¢€ 4,44¢
4,70¢ 3,38¢ 4,33
(7,407 (1,969 (1,029
6,04 4,44% 4,31¢
27¢ (54) 3,65¢
29,68 21,01¢ 17,154
230,88t 162,91: 155,75¢
87,01( 63,70¢ 65,94
26,99 17,56: 17,90¢
$ 60,01¢ $ 46,14 $ 48,03
$ 1.24 $ 1.1¢ $ 1.22
$ 1.21 $ 1.1¢€ $ 1.21
47,99: 39,26( 39,10:



Weighted average number of diluted common sharestanding 49,05 39,26: 39,18(

See accompanying Notes to Consolidated Financié®ents.
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COLUMBIA BANKING SYSTEM, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years ended December 31,

2013 2012 2011
(in thousands)
Net income $ 60,01¢ $ 46,14: % 48,03’
Other comprehensive income (loss), net of tax:
Unrealized gain (loss) from securities:
Net unrealized holding gain (loss) from availatide $ale securities arising
during the period, net of tax of $17,498, $1,90d v,462) (30,727 (2,609 13,28:
Reclassification adjustment of net gain from sdlavailable for sale securitie
included in income, net of tax of $163, $1,316 &48 (299) (2,417 (85)
Net unrealized gain (loss) from securities, nateafassification adjustment (31,02¢) (5,026 13,20(
Cash flow hedging instruments:
Reclassification adjustment of net gain includethoome, net of tax of $0, $0,
and $79 — — (143)
Net change in cash flow hedging instruments — — (143)
Pension plan liability adjustment:
Unrecognized net actuarial loss during the pemed of tax of $780, $0 and
$154 (1,432 — (260)
Less: amortization of unrecognized net actuariaiggand losses included in
net periodic pension cost, net of tax of ($13538)%and ($31) 265 42 58
Pension plan liability adjustment, net (1,167 42 (20%)
Other comprehensive income (loss) (32,199 (4,989 12,85:
Comprehensive income $ 27,82 % 41,15¢ % 60,88¢

See accompanying Notes to Consolidated Financié®ents.
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COLUMBIA BANKING SYSTEM, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Balance at January 1, 2011

Net income

Other comprehensive income

Issuance of common stock - stock option
and other plans

Issuance of common stock - restricted st
awards, net of canceled awards

Tax benefit deficiency associated with
share-based compensation

Purchase and retirement of common stoc

Cash dividends paid on common stock
($0.27 per share)

Balance at December 31, 2011
Net income
Other comprehensive loss

Issuance of common stock - stock option
and other plans

Issuance of common stock - restricted st
awards, net of canceled awards

Cash dividends paid on common stock
($0.98 per share)

Balance at December 31, 2012

Net income

Other comprehensive loss

Issuance of preferred stock, common stock
and warrants

Activity in deferred compensation plan
Issuance of common stock - stock option
and other plans

Issuance of common stock - restricted st
awards, net of canceled awards

Tax benefit associated with share-based
compensation

Purchase and retirement of common stoc
Preferred dividends ($0.31 per common
share equivalent)

Cash dividends paid on common stock
($0.41 per share)

Balance at December 31, 2013

Preferred Stock Common Stock
Accumulated
Other Total
Number of Number of Retained Comprehensive Shareholders’
Shares Amount Shares Amount Earnings Income (Loss) Equity
(in thousands, except per share amounts)

—  $ = 39,33¢ $ 576,90! $ 117,69: $ 12,28: $ 706,87t
— — — — 48,037 — 48,031
— — — — — 12,85: 12,85:
— — 51 84¢ — — 84¢
— — 11¢ 1,63¢ — — 1,63¢
— — — (220 — — (220
— — ®) (32 — = (32
— — — — (10,66() — (10,66()
—  $ = 39,50¢ $ 579,13t $ 155,06 $ 25,13 $ 759,33t
— — — — 46,14: — 46,14:
— — — — — (4,989 (4,989
— — 40 712 — — 718
— — 14C 1,622 — — 1,622
— — — — (38,82 — (38,82
— S = 39,68t¢ $ 581,47: $ 162,38 $ 20,14¢ $ 764,00t
— — — — 60,01¢ — 60,01¢
— — — — — (32,199 (32,199

9 2,217 11,38( 273,96 — — 276,18:
— — — 517 — — 517
— — 73 1,24: — — 1,24:
— — 144 2,69: — — 2,69
— — — 1,10¢ — — 1,10¢
— — (18) (429 — — (42¢)
— — — — (32 — (32
— — — — (19,85¢) — (19,85¢)

9 3 2,217 51,26¢ $ 860,56: $ 202,51« $ (12,049 $ 1,053,24

See accompanying Notes to Consolidated Financaé®ents.
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COLUMBIA BANKING SYSTEM, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

2013 2012 2011

(in thousands)
Cash Flows From Operating Activities

Net Income $ 60,01¢ $ 46,14: $ 48,03°
Adjustments to reconcile net income to net caskigeal by operating activities
Provision (recapture) for loan and lease lossedass#s on covered loans (101 39,36° 5,752
Stock-based compensation expense 2,84¢ 1,622 1,63¢
Depreciation, amortization and accretion 40,43: 57,30¢ 46,12:
Gain on FDIC-assisted bank acquisitions — — (1,830
Investment securities (gain) loss, net (462) (3,739 2,81¢
Net realized (gain) loss on sale of other assets (48) (45€) 79
Net realized gain on sale of other real estate dwne (10,539 (11,634 (9,310
Gain on termination of cash flow hedging instrunsent — — (222)
Write-down on other real estate owned 2,03t 8,30( 6,307
Deferred income tax expense (benefit) 5,417 (3,656 (3,789
Net change in:
Loans held for sale 1,82¢ (415) (1,399
Interest receivable (7,939 1,01¢ (1,243
Interest payable (122) (629) (40%)
Other assets (3,385) (2,119 (19,249
Other liabilities (10,33¢) 3,77¢ 13,11
Net cash provided by operating activities 79,63¢ 134,89t 86,42¢
Cash Flows From Investing Activities
Loans originated and acquired, net of principalextéd (161,82) (92,08¢%) (110,57)
Purchases of:
Securities available for sale (457,98Y (322,347 (453,04)
Premises and equipment (13,139 (17,13 (15,08%)
Proceeds from:
FDIC reimbursement on loss-sharing asset 9,24¢ 54,64¢ 54,20(
Sales of securities available for sale 166,88: 95,16t 72,52¢
Principal repayments and maturities of securitieslable for sale 293,94( 236,74 148,58:
Sales of loans held for investment and other assets 4,031 4,414 46
Sales of covered other real estate owned 22,04¢ 33,31* 20,61¢
Sales of other real estate and other personal gyopened 14,40; 15,68¢ 12,27¢
Termination of trust subsidiaries — — 774
Additions to OREO (3,577) (11) (735)
Decrease in Small Business Administration secucetblvings _ _ (642)
Acquisition of intangible assets (919) — —
Net cash (paid) received in business combinations (154,17() — 247,79.
Net cash provided by (used in) investing activities (281,06() 8,40: (23,270
Cash Flows From Financing Activities
Net increase (decrease) in deposits 33,98! 226,55¢ (204,58)
Proceeds from:
Exercise of stock options 1,097 71< 84¢
Federal Home Loan Bank advances 1,215,10! 10C 10C
Federal Reserve Bank borrowings 50 10C 10C
Payments for:
Repayment of Federal Home Loan Bank advances (1,313,000 (112,219 (42,989

Repayment of Federal Reserve Bank borrowings (50) (100) (200)



Preferred stock dividends (32) _ _

Common stock dividends (19,85¢) (38,824 (10,660)
Repayment of long-term subordinated debt (51,000) — (25,774
Purchase and retirement of common stock (429) — (32)
Excess tax benefit from stock-based compensation 1,20: _ 98
Net cash provided by (used in) financing activities (132,94 76,33¢ (282,99)

Increase (decrease) in cash and cash equivalents (334,364 219,63 (219,84)
Cash and cash equivalents at beginning of period 513,92t 294,28t 514,13(
Cash and cash equivalents at end of period $ 179,56: $ 513,92 $ 294,28

Supplemental Information:
Cash paid during the year for:
Cash paid for interest $ 5,96; $ 10,20¢ $ 14,93¢

Cash paid for income tax $ 26,75« $ 11,927 $ 23,02¢
Non-cash investing and financing activities

Assets acquired in FDIC-assisted acquisitions (ainh cash and cash equivalents) $ — $ — $ 485,87!
Liabilities assumed in FDIC-assisted acquisitions $ — $ - $ 731,83:
Loans transferred to other real estate owned $ 18,10( $ 21,62; $ 24,35’
Share-based consideration issued in business catitnia $ 276,18 $ — $ —

See accompanying Notes to Consolidated Financidé®ents.
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COLUMBIA BANKING SYSTEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended December 31, 2013, 2012 andl20

1. Summary of Significant Accounting Policie
Organization

Columbia Banking System, Inc. (the “Corporatiorg}tie holding company for Columbia State Bank {Benk”) and West Coast Trust
Company, Inc. ("West Coast Trust"). The Bank presid full range of financial services through 1dgnlh locations, including 8@ the Stat
of Washington and 62 in Oregon. West Coast Trustiges fiduciary, agency, trust and related sessie@d life insurance products. Because
the Bank comprises substantially all of the busirfghe Corporation, references to the “Compangamthe Corporation and the Bank
together. The Corporation is approved as a bardifplcompany pursuant to the Gramm-Leach-Bliley éfct999.

The Company’s accounting and reporting policiesf@an to accounting principles generally acceptethinUnited States of America
(“GAAP”) and practices in the financial serviceslustry. To prepare the financial statements in @onity with GAAP, management must
make estimates and assumptions that affect thetegpamounts of assets and liabilities at the ditke financial statements, and income and
expenses during the reporting period. Circumstaandsevents that differ significantly from thoselarlying our estimates and assumptions
could cause actual financial results to differ froor estimates. The most significant estimatesiged in the financial statements relate to the
allowance for loan and lease losses, business catidis, acquired impaired loans, Federal Depositrance Corporation loss sharing asset
and goodwill impairment.

The Company has applied its accounting policiesestighation methods consistently in all periodspreed in these financial stateme
(to the periods in which they applied), excepttfar adoption of Accounting Standards Update ("ASD])2-06 as noted below under the
heading "Accounting Pronouncements.”

Consolidation

The consolidated financial statements of the Comjirgeiude the accounts of the Corporation anditssgliaries, including the Bank and
West Coast Trust. Intercompany balances and traaeahave been eliminated in consolidation.

Cash and cash equivalents

Cash and cash equivalents include cash and dueldaois, and interest bearing balances due fronegondent banks and the Federal
Reserve Bank. Cash and cash equivalents have aitymafo0 days or less at the time of purchase.

Securities

Securities are classified based on managemengstinh on the date of purchase. All securitiescéassified as available for sale and are
presented at fair value. Unrealized gains or lossesecurities available for sale are excluded fn@nincome but are included as separate
components of other comprehensive income, netxelstaPurchase premiums or discounts on securitakahble for sale are amortized or
accreted into income using the interest method thesterms of the individual securities. The Compperforms a quarterly assessment to
determine whether a decline in fair value below gined cost is other-thatemporary. Amortized cost includes adjustments ntadile cost @
an investment for accretion, amortization, colleetof cash and previous other-than temporary impexit recognized in earnings. Other-than-
temporary impairment exists when it is probablé tha Company will be unable to recover the erdireortized cost basis of the security.

In performing the quarterly assessment for dehtriges, management considers whether or not thegany expects to recover the
entire amortized cost basis of the security. Intaald management also considers whether it is rikedy than not that it will not have to sell
the security before recovery of its cost basithéf Company intends to sell a security or it is endely than not it will be required to sell a
security prior to recovery of its cost basis, thére amount of impairment is recognized in earsiffjithe Company does not intend to sell the
security or it is not more likely than not it wilk required to sell the security prior to recovefrjts cost basis, the credit loss component of
impairment is recognized in earnings and impairnassbciated with non-credit factors, such as mdidugtity, is recognized in other
comprehensive income net of tax. A credit losfiésdifference between the cost basis of the sgcamid the present value of cash flows
expected to be collected, discounted at the sgtaugffective interest rate at the date of acquisitThe cost basis of an other-than-temporarily
impaired security is written down by the amouninopairment recognized in earnings. The new cosshasot adjusted for subsequent
recoveries in fair value. However, the differenedéndeen the new amortized cost basis and the oawsis #xpected to be collected is accreted &
interest income. The total other-than-temporaryammpent is presented in the
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consolidated statements of income with a redudtiothe amount of other-than-temporary impairméat is recognized in other
comprehensive income, if any.

Realized gains or losses on sales of securiticitablafor sale are recorded using the specifiaiifieation method.
Federal Home Loan Bank Sta

The Company'’s investment in Federal Home Loan BARKLB”) stock is carried at par value because shares can only be redeemed
with the FHLB at par. The Company is required tdrtean a minimum level of investment in FHLB stdo#tsed on specific percentages of its
outstanding mortgages and FHLB advances. Stocknptiens are at the discretion of the FHLB or of @@mpany, upon five years’ prior
notice for FHLB Class B stock or six months nofieceFHLB Class A stock to the FHLB. FHLB stock igrded at cost and is subject to
recoverability testing per the Financial Servicesepbsitory and Lending topic of the FASB AccountBtgndards Codification (“ASC”).

Loans

Loans are generally carried at the unpaid prindpddnce, net of premiums, unearned discounts andeferred loan fees. Net deferred
loan fees include deferred unamortized fees lesstdncremental loan origination costs. Net defédoan fees, premiums and unearned
discounts on loans are recognized in interest ircosing either the interest method or straighttimehod over the terms of the loans, adjuste
for actual prepayments. Interest income is accaseelarned. Fees related to lending activities dli@ar the origination or purchase of loans are
recognized as noninterest income during the peliedelated services are performed.

Nonaccrual loans—Loans are placed on nonaccrual status when adeammes contractually past due 90 days with respeaterest or
principal unless the loan is both well secured iarttie process of collection, or if full collectiarfi interest or principal becomes uncertain.
When a loan is placed on nonaccrual status, amyped@nd unpaid interest receivable is reversedtadecognition of net deferred loan fees,
premiums and unearned discounts ceases. Theréafteest collected on the loan is accounted fothencash collection or cost recovery
method until qualifying for return to accrual swtGenerally, a loan may be returned to accruadsiahen the delinquent principal and inte
are brought current in accordance with the ternth®foan agreement for a minimum period of six therand future payments are reasonably
assured.

Impaired loans—Loans are considered impaired when based on dunfenmation and events, it is probable that tteenpany will be
unable to collect all amounts due according tocthr@tractual terms of the loan agreement or wheraa has been modified in a troubled debt
restructuring. The assessment for impairment oosbien and while such loans are designated as fidmsper the Company’s internal risk
rating system or when and while such loans areamaccrual. All nonaccrual loans greater than $5Da0e considered impaired and analy
individually on a quarterly basis. Classified loavith an outstanding balance greater than $500a08@valuated for potential impairment on a
quarterly basis.

When a loan with unique risk characteristics hanlidentified as being impaired, the amount of iimpant will be measured by the
Company using discounted cash flows, except whisndiétermined that the primary (remaining) sowfceepayment for the loan is the
operation or liquidation of the underlying collatkrn these cases, the current fair value of tiiateral, reduced by costs to sell, will be use
place of discounted cash flows. As a final altexggtthe observable market price of the debt maydsal to assess impairment. Predominantly
the Company uses the fair value of collateral apgindbased upon a reliable valuation.

When the measurement of the impaired loan is less the recorded amount of the loan, an impairisergcognized by recording a
charge-off to the allowance for loan and leasede$s by designating a specific reserve. The Cogipguolicy is to record cash receipts
received on impaired loans first as reductionsriiocipal and then to interest income.

Restructured Loans-A loan is classified as a troubled debt restruoguwhen a borrower is experiencing financial difities that lead
to a restructuring of the loan, and the Companptgraoncessions to the borrower in the restruajutiat it would not otherwise consider.
These concessions may include interest rate reshs;tprincipal forgiveness, extension of maturdyedand other actions intended to minimize
potential losses. Generally, a nonaccrual loanithastructured remains on nonaccrual status fariod of six months to demonstrate that the
borrower can meet the restructured terms. If thredweer's performance under the new terms is natoreably assured, the loan remains
classified as a nonaccrual loan.

Acquired Impaired Loans-Loans acquired with evidence of credit deteriamasince origination for which it is probable tadit
contractually required payments will not be coldettaire accounted for under ASC 310438ans and Debt Securities Acquired with
Deteriorated Credit Qualit, formerly SOP 03-2Z\ccounting for Certain Loans or Debt Securities diced in a Transfer In addition, because
of the significant discounts associated with certdithe acquired loan portfolios, the Company teléd¢o account for those certain acquired
loans under ASC 310-30.
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In situations where such loans have similar riskrabteristics, loans are aggregated into poolstimate cash flows. A pool is accounted
for as a single asset with a single interest @tmulative loss rate and cash flow expectation.etgrl cash flows at the acquisition date in
excess of the fair value of loans are considerdmbtaccretable yield, which is recognized as istareome over the life of the loan pool using
a level yield method if the timing and amount af fature cash flows of the pool is reasonably egile. Subsequent to the acquisition date,
any increases in cash flow over those expectedrahpse date in excess of fair value are recordéaterest income prospectively. Any
subsequent decreases in cash flow over those exbatpurchase date due to credit deteriorationezagnized by recording an allowance for
losses on covered loans. Any disposals of loatyding sales of loans, payments in full or forecles result in the removal of the loan from
the loan pool at the carrying amount.

Covered Loans—The term covered loans refers to acquired loaaisate covered under a loss-sharing agreementhgtRDIC. At
December 31, 2013, approximately 96% of covereddagere subject to an FDIC loss-sharing agreenasmtapproximately 90% were
accounted for as acquired, impaired loans. See ifedjimpaired Loans for further discussion.

Unfunded loan commitmentsUnfunded commitments are generally related to jgliagi credit facilities to clients of the Bank aneé ao
actively traded financial instruments. These unfthdommitments are disclosed as financial instrusnwith off-balance sheet risk in Note 16
in the Notes to Consolidated Financial Statements.

Allowance for Loan and Lease Los:

The Company accounts for the credit risk associaitdlending activities through its allowance foan and lease losses and provision
for loan and lease losses. The provision is theesp recognized in the consolidated statementgofrie to adjust the allowance to the levels
deemed appropriate by management, as determimaagthapplication of the Compaisyallowance methodology procedures. The provisio
loan and lease losses reflects management’s judgrhéme adequacy of the allowance for loan andddasses. Loan and lease losses are
charged against the allowance when managemenveéslibe collectability of a loan balance is unfke3ubsequent recoveries, if any, are
credited to the allowance.

The allowance for loan and lease losses is evaluatea regular basis by management and is basedropoagemerg’ periodic review ¢
the collectability of the loans in light of histoal experience, the nature and volume of the |l@atigdio, adverse situations that may affect the
borrower’s ability to repay, and estimated valuawoy underlying collateral and prevailing econogoaditions. This evaluation is inherently
subjective as it requires estimates that are stibtepo significant revision as more informatioadomes available.

The allowance consists of general, specific, arallocated components. The general component céaans not specifically measured
for impairment and is based on historical loss egpee adjusted for qualitative factors. The specibmponent relates to loans that are
impaired. For impaired loans an allowance is esthbt when the discounted cash flows (or collateahle or observable market price) of the
impaired loan is lower than the carrying valuehattloan. The unallocated allowance provides fbeotredit losses inherent in the Company’:
loan portfolio that may not have been contemplaietie general and specific components of the alme. This unallocated amount generally
comprises less than 5% of the allowance. The ucethal amount is reviewed periodically based ordsen credit losses, the results of credit
reviews and overall economic trends.

Allowance for Unfunded Commitments and Lettersrefi®

The allowance for unfunded commitments is mainthiatea level believed by management to be sufficeabsorb estimated probable
losses related to these unfunded credit facilifiée determination of the adequacy of the allowasdxmsed on periodic evaluations of the
unfunded credit facilities including an assessnoéithe probability of commitment usage, credit rfiaktors for loans outstanding to these sam
customers, and the terms and expiration datesafitfunded credit facilities. The allowance forumded commitments is included in other
liabilities on the consolidated balance sheetsh slitanges to the balance charged against nonineqesnse.

Allowance for Loan Losses on Covered Lo

The Company updates its cash flow projections émeced loans accounted for under ASC 310-30 oresateply basis. Assumptions
utilized in this process include projections retate probability of default, loss severity, prepamhand recovery lag. Projections related to
probability of default and prepayment are calculat8lizing a loan migration analysis. The loan nakipn analysis is a matrix of probability
that is used to estimate the probability of a Ipaanl transitioning into a particular delinquencsitstgiven its delinquency state at the
remeasurement date. Loss severity factors are hgmmdeither actual charge-off data within the Ipaols or industry averages and recovery
lags are based upon the collateral within the |oawis.

Any decreases in expected cash flows after theisitign date and subsequent measurement periods@rgnized by recording a
provision for loan losses. See Acquired Impairednsfor further discussion.
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Premises and Equipme

Land, buildings, leasehold improvements and equiirage stated at cost less accumulated depreci@tidramortization. Gains or losses
on dispositions are reflected in current operatiégpenditures for improvements and major renewsdcapitalized, and ordinary
maintenance, repairs and small purchases are chirggperating expenses. Depreciation and amddizare computed based on the straight-
line method over the estimated useful lives ofwaeous classes of assets. The ranges of useéd fir the principal classes of assets are as
follows:

Buildings and building improvements 5 to 39 years
Leasehold improvements Term of lease or usety lihichever is shorter
Furniture, fixtures and equipment 3 to 7 years
Vehicles 5 years
Computer software 3 to 5years
Software

Capitalized software is stated at cost, less actatadiamortization. Amortization is computed ortraight-line basis and charged to
expense over the estimated useful life of the sowvhich is generally three years. Capitalizedsark is included in Premises and equipn
net in the Consolidated Balance Sheets.

Other Real Estate Owned

Other real estate owned (“OREQ”) is composed dfestate acquired in satisfaction of loans. Pragercquired by foreclosure or deed
in lieu of foreclosure are transferred to OREO arelrecorded at fair value less estimated costsltpat the date of transfer of the property. If
the carrying value exceeds the fair value at time tf the transfer, the difference is charged ¢oafowance for loan and lease losses. The fair
value of the OREO property is based upon curreptagal. Losses that result from the ongoing pécigdluation of these properties are
charged to the net cost of operation of OREOQ inpéréod in which they are identified. Improvemetitshe OREO are capitalized and holding
costs are charged to the net cost of operatiorREQ as incurred.

Covered OREG—Covered OREO includes acquired OREO that is calvergler a loss-sharing agreement with the FDICs&lassets
were recorded at their fair value on acquisitioted@€overed OREO is reported in Other real estateed in the Consolidated Balance Sheets.
Covered OREO is reported exclusive of expectedlveisement cash flows from the FDIC. Upon trandfigrdovered loan collateral to cove
OREO status, valuation adjustments arising fromuisitipn accounting on the related loan are alandferred to covered OREO. Valuation
adjustments arising from acquisition accountingovered OREO result in a reduction of the cover®EO carrying amount and a
corresponding increase in the expected FDIC reisdnent, with the estimated net loss to the Compgéagy, charged against earnings.

FDIC Loss«sharing Asset

The acquisition date fair value of the reimbursentlie@ Company expected to receive from the FDICeutmss-sharing agreements was
recorded in the FDIC loss-sharing asset on the @laded Balance Sheet. Subsequent to initial neitiog), the FDIC loss-sharing asset is
reviewed quarterly and adjusted for any changexjrected cash flows. These adjustments are measnithé same basis as the related
covered assets. Any decrease in expected cashfibowse covered assets due to an increase in tegbepedit losses will increase the FDIC
loss-sharing asset and any increase in expectetfoash flows for the covered assets due to @&dserin expected credit losses will decrease
the FDIC losssharing asset. Changes in the estimated cash fiowsvered assets that are immediately recognizeggome generally result
a similar immediate adjustment to the loss-shassget while changes in expected cash flows on edwassets that are accounted for as an
adjustment to yield generally result in adjustmeatthe amortization or accretion rate for the iskaring asset. Increases and decreases to tt
FDIC loss-sharing asset are recorded as adjustrteentminterest income.

Goodwill and Intangibles

Net assets of companies acquired in purchase ttimiss are recorded at fair value at the date qéisition. Identified intangibles are
amortized on an accelerated basis over the pedodflted. Goodwill is not amortized but is reviewed potential impairment during the third
quarter on an annual basis or, more frequenthyéits or circumstances indicate a potential impait, at the reporting unit level. A reporting
unit is an operating segment or one level belowarating segment for which discrete financial infation is available and regularly reviev
by management. The Company consists of a singtatiag unit. If the fair value of the reporting tinincluding goodwill, is determined to be
less than the carrying amount of the reporting, anftirther test is required to measure the amotimpairment. If an impairment loss exists,
the
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carrying amount of goodwill is adjusted to a newtdmasis. Subsequent reversal of a previously rézed goodwill impairment loss is
prohibited.

Intangible assets are evaluated for impairmentehés and circumstances indicate a possible imgaitnSuch evaluation of other
intangible assets is based on undiscounted castpflojections. At December 31, 2013, intangiblgets included on the consolidated balance
sheets consist of a core deposit intangible aneattising an accelerated method with an originahesed life 10 years .

Income Taxe

The provision for income taxes includes current deférred income tax expense on net income adjdistgzermanent and temporary
differences such as interest income on state amdcipal securities and affordable housing credisterred tax assets and liabilities are
recognized for the expected future tax consequenfcesisting temporary differences between therfoial reporting and tax reporting basis of
assets and liabilities using enacted tax laws atesr The effect on deferred tax assets and tiekilof a change in tax rates is recognized in
income in the period that includes the enactmetd. dan a quarterly basis, management evaluatesrdéfiax assets to determine if these tax
benefits are expected to be realized in futureogistiThis determination is based on facts and wistances, including the Company’s current
and future tax outlook. To the extent a deferrexdbssset is no longer considered “more likely thati to be realized, a valuation allowance is
established.

Advertising
Advertising costs are generally expensed as indurre
Earnings per Common Sha

The Company's capital structure includes convertilbeferred shares, common shares, restricted carsh@es, common share options,
and warrants to purchase common shares. Restdotathon shares participate in dividends declaredommmon shares at the same rate as
common shares. Preferred shares participate idetids declared on common shares on an "as if deaVdrasis. Accordingly, the Company
calculates earnings per common share (“EPS”) usiagwo-class method under the Earnings per Sbaie of the FASB ASC. The two-class
method is an earnings allocation formula that sr@gparticipating security as having rights to emys that otherwise would have been availi
to common shareholders but does not require trseptation of basic and diluted EPS for securitteerothan common shares.

Under the two-class method, basic EPS is computeatividing earnings allocated to common sharehaldigrthe weighted average
number of common shares outstanding for the peBadhings allocated to common shareholders represenincome reduced by earnings
allocated to participating securities. Common shargstanding include common stock and vestedatsirstock awards. Diluted EPS is
computed in the same manner as basic earningbaer except that the denominator is increasedctade the number of additional common
shares that would have been outstanding if cestadmes issuable upon exercise of options and wamare included unless those additional
shares would have been anti-dilutive. For the ddUEPS computation, the treasury stock methodgbeapand compared to the two-class
method and whichever method results in a moreigduimpact is utilized to calculate diluted EPS.

Share-Based Payment

The Company accounts for stock options and stock@sin accordance with the Compensati@teek Compensation topic of the FA
ASC. Authoritative guidance requires the Companméasure the cost of employee services receiverdhange for an award of equity
instruments, such as stock options or stock awaatsed on the fair value of the award on the gtaté. This cost must be recognized in the
consolidated statements of income over the vest@mpd of the award.

The Company issues restricted stock awards whinkrgdly vest over a four- or five-year period dgrimhich time the holder receives
dividends and has full voting rights. Restricteacktis valued at the closing price of the Compasytek on the date of an award.

Derivatives and Hedging Activiti¢

In accordance with the Derivatives and Hedgingdapithe FASB ASC, the Company recognizes derieati®s assets or liabilities on -
consolidated balance sheets at their fair value.ti@atment of changes in the fair value of derrestdepends on the character of the
transaction.

The Company enters into derivative contracts tostdtility to interest income and to manage itsosxgpe to changes in interest rates.
the date the Company enters into a derivative aoptthe derivative instrument is designated gsa (iedge of the fair value of a recognized
asset or liability or of an unrecognized firm conment (a “fair value” hedge); (2) a hedge of
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the variability in expected future cash flows asatmel with an existing recognized asset or liapidit a probable forecasted transaction (a “cas
flow” hedge); or (3) held for other economic purpsgan “economic” hedge) and not formally desigmat® part of qualifying hedging
relationships under authoritative guidance.

In a fair value hedge, changes in the fair valuthefhedging derivative are recognized in earnargsoffset by recognizing changes in
the fair value of the hedged item attributableti® tisk being hedged. To the extent that the hedleeffective, the changes in fair value will
not offset and the difference is reflected in eaggi

In a cash flow hedge, the effective portion of thange in the fair value of the hedging derivatsveecorded in accumulated other
comprehensive income and is subsequently reclaedsifto earnings during the same period in whiehhtbdged item affects earnings. The
change in fair value of any ineffective portiontieé hedging derivative is recognized immediatelgannings. When a cash flow hedge is
discontinued, the net derivative gain or loss curgs to be reported in accumulated other comprareimcome unless it is probable that the
forecasted transactions will not occur by the ehithe originally specified time period. The netiglative gain or loss from a discontinued cash
flow hedge is reclassified into earnings during dhiginally specified time period in which the feested transactions were to occur.

The Company formally documents the relationshipvieen the hedging instruments and hedged itemsekswsvits risk management
objective and strategy before initiating a hedgegiialify for hedge accounting, the derivatives ezidted hedged items must be designated ¢
a hedge. For hedging relationships in which effeetess is measured, the correlations between tggrgeinstruments and hedged items are
assessed at inception of the hedge and on an apgasis, which includes determining whether thegha@lationship is expected to be highly
effective in offsetting changes in fair value osledlows of hedged items.

Derivatives used for other economic purposes agd as economic hedges in which the Company haattemtpted to achieve the highly
effective hedge accounting standard under authigtguidance. The changes in fair value of theastruments are recognized immediately in
earnings.

Accounting Pronouncemer
During the year ended December 31, 2013, theviiig Accounting Standards Updates were issued carhe effective:

In July 2013, the Financial Accounting Standardafiq"FASB") issued ASU No. 2013-1Rresentation of an Unrecognized Tax Ber
When a Net Operating Loss Carryforward, a Similax Toss, or a Tax Credit Carryforward Exist$ie Update clarifies when it is appropriate
for an unrecognized tax benefit, or a portion ofiarecognized tax benefit, to be presented inittential statements as a reduction to a
deferred tax asset for a net operating loss camal, a similar tax loss, or a tax credit carryfard. ASU 2013-11 is effective for interim and
annual periods beginning after December 15, 2048y &doption is permitted. The amendments shoeldgplied prospectively to all
unrecognized tax benefits that exist at the effeatiate, however, retrospective application is piwnitted. Adoption of the new guidance is
not expected to have a significant impact on then@any's consolidated financial statements.

In February 2013, the FASB issued ASU No. 2013R&)horting of Amounts Reclassified Out of AccumdlI&tther Comprehensive
Income. The Update requires an entity to provide infoioratibout the amounts reclassified out of accuredlather comprehensive income
by component and to present either on the fackeo$tatement where net income is presented, eindtes, significant amounts reclassified
out of accumulated other comprehensive income bydhpective line items of net income, but ontyh& amount reclassified is required to be
reclassified to net income in its entirety in tlaene reporting period. The amendments are effefivannual and interim reporting periods
beginning on or after December 15, 2012. The Compaopted the ASU 2013-02 reporting requirementmduhe interim reporting period
beginning on January 1, 2013 with no impact toGbenpany's financial condition or results of opemnasgi. See Note 18 to the Consolidated
Financial Statements of this report for new disates related to accumulated other comprehensiveriac

In October 2012, the FASB issued ASU 2012-8@hsequent Accounting for an Indemnification ARgebgnized at the Acquisition Date
as a Result of a Government-Assisted Acquisiti@anRihancial Institution ASU 2012-06 clarifies that when a reporting entégognizes an
indemnification asset as a result of a governmesisted acquisition of a financial institution ghdre is a subsequent change in the amount ¢
cash flows expected to be collected on the indeéathdsset, the reporting entity should subsequeméigsure the indemnification asset on the
same basis as the underlying loans by taking iotownt the contractual limitations of the Loss-8iguAgreement ("LSA™). For amortization
of changes in value, the reporting entity shoulg the term of the LSA if it is shorter than thentesf the acquired loans. ASU 2012-06 is
effective for interim and annual periods beginnatfigr December 15, 2012. The Company adopted the #sSof January 1, 2013. As a result
of the adoption of the ASU, an additional $12.3lioml of indemnification asset amortization was recordedng the year ending December
2013, resulting in a reduction of $8.0 million iatincome and $0.16 in diluted earnings per share.
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In December 2011, the FASB issued ASU 2011-11,IBssees about Offsetting Assets and Liabilitiesgit®210). ASU 20111 require
an entity to disclose information about offsettaryl related arrangements to enable users of #adial statements to understand the effect of
those arrangements on its financial position. ASW1211 is effective for interim and annual peribeéginning on or after January 1, 2013 and
should be applied retrospectively for all compaeeriods presented. Subsequent to December 32, ##¢ FASB issued ASU 2013-01
which clarifies the scope of ASU 2011-11. Adoptafrthe new guidance is not expected to have afgigni impact on the Company's
consolidated financial statements. See Note 1hgd@bnsolidated Financial Statements of this refpomew disclosures related to balance
sheet offsetting.

2. Business Combinations
West Coast Bancorp

On April 1, 2013, the Company completed its adtjois of West Coast Bancorp ("West Coast"). The @any acquired 100% of the
voting equity interests of West Coast. The print@gson for the acquisition was to expand the Conlp@eographic footprint consistent with
its ongoing growth strategy.

The assets acquired and liabilities assumed hesa Accounted for under the acquisition methododanting (formerly the purchase
method). The assets and liabilities, both tangilole intangible, were recorded at their estimatedsédues as of the April 1, 2013 acquisition
date. Subsequent to the acquisition date, the atmdomother assets, other liabilities and gooddile been retrospectively adjusted to reflect
the removal of a liability that was recorded by Wesast, as well as the associated impacts toaferréd tax asset (other assets) and goodwi
The subsequent adjustment recorded was a decreateet liabilities of $3.3 million , a decreaseotber assets of $890 thousand and a
decrease to goodwill of $2.4 million and no impacpreviously reported net income.

The application of the acquisition method of acamgresulted in the recognition of goodwill of $2 million and a core deposit
intangible of $15.3 million , or 0.89% of core defie. The goodwill represents the excess purchase gver the estimated fair value of the ne
assets acquired. The goodwill is generally not delie for income tax purposes.

The table below summarizes the amounts recognized the acquisition date for each major classseéts acquired and liabilities

assumed:

April 1, 2013

(in thousands)

Purchase price as of April 1, 2013 $ 540,79:
Recognized amounts of identifiable assets acquireshd (liabilities assumed), at fair value:
Cash and cash equivalents $ 110,441
Investment securities 730,84
Federal Home Loan Bank stock 11,82
Acquired loans 1,407,79
Premises and equipment 35,88«
Other real estate owned 14,70¢
Core deposit intangible 15,257
Other assets 75,82(
Deposits (1,883,40)
Federal Home Loan Bank advances (128,88
Junior subordinated debentures (51,000
Other liabilities (26,889
Total fair value of identifiable net assets 312,39:
Goodwill $ 228,39

See Note 10, Goodwill and Other Intangible Asdetsfurther discussion of the accounting for godtlamd other intangible assets.
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The operating results of the Company include treraing results produced by the acquired assetassuimed liabilities for the period
April 1, 2013 to December 31, 201B®isclosure of the amount of West Coast's revemaenet income (excluding integration costs) inetlich
Columbia's consolidated income statement is immaicie due to the integration of the operations arwbunting for this acquisition.

The following table presents certain unauditedfprma information for illustrative purposes onlgy the years endddecember 31, 201
and 2012 as if West Coast had been acquired oradatp2012 The unaudited estimated pro forma information leimas the historical resu
of West Coast with the Company's consolidated figstbresults and includes certain adjustment®otifig the estimated impact of certain fair
value adjustments for the respective periods. Todgrma information is not indicative of what wdutave occurred had the acquisition
occurred on January 1, 2012 . In particular, nostdjents have been made to eliminate the impasthef-than-temporary impairment losses
and losses recognized on the sale of securitiésrthg not have been necessary had the investmetusities been recorded at fair value as of
January 1, 2012 . The unaudited pro forma inforomatioes not consider any changes to the provisioorédit losses resulting from recording
loan assets at fair value. Additionally, Columbkpects to achieve further operating cost savingsatiner business synergies, including
revenue growth, as a result of the acquisition Wiaiee not reflected in the pro forma amounts thlddv. As a result, actual amounts will differ
from the unaudited pro forma information presented.

Unaudited Pro Forma
Years Ended December 31,
2013 2012

(in thousands)

Total revenues (net interest income plus noninténesme) $ 337,71. $ 420,16
Net income $ 76,49¢ $ 91,26
Earnings per share - basic $ 15C $ 1.7¢
Earnings per share - diluted $ 146 % 1.7¢

In connection with the West Coast acquisition, @ddia recognized $25.5 million of acquisition-rethexpenses for the year ended
December 31, 2013 and $1.8 million for the yearegndecember 31, 2012. The acquisition-related esgeewere excluded from the table
above.

Bank of Whitman

On August 5, 2011 the Bank acquired certain assetsassumed certain liabilities of the Bank of \Wiaih from the FDIC in an FDIC-
assisted transaction. The Bank and the FDIC entatech modified whole bank purchase and assumgtiwzaement without loss share.

The Bank of Whitman was a full service communityplbaeadquartered in Colfax, Washington. We enteriedthis transaction to
acquire 9 branches total in Adams, Asotin, Graptk&ne, Walla Walla, and Whitman counties to assswith filling in our geographic
footprint in eastern Washington. We believe pgstiting with the FDIC in this assisted transacti@swrom an economical standpoint,
advantageous to expansion through de novo branching

The assets acquired and liabilities assumed heee Accounted for under the acquisition methodadanting (formerly the purchase
method). The assets and liabilities, both tanggioié intangible, were recorded at their estimated/édues as of the August 5, 2011 acquisition
date. The application of the acquisition methodaifounting resulted in the recognition of a bargmirchase gain, net of tax, of $1.8 million ,
which is included in th&ain on bank acquisitiotine item in the Consolidated Statements of Incoamg, a core deposit intangible of $3.9
million . The bargain purchase gain representeioess of the estimated fair value of the assefsiat] over the estimated fair value of the
liabilities assumed and is influenced significartjythe FDIC-assisted transaction process. Thedspesit intangible asset recognized is
deductible for income tax purposes.

The operating results of the Company include theraing results produced by the acquired assetassuimed liabilities for the period
August 6, 2011 to December 31, 2013 . Due to tletusion of the majority of the non-performing loaared 11 branch locations, as well as the
significant amount of fair value adjustments, histal results of the Bank of Whitman are not meghihto the Company's results and thus no
proforma information is presented.
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The table below displays the amounts recognizesf #g acquisition date for each major class oétsacquired and liabilities assumed:

August 5, 2011

(in thousands)

Assets
Cash and due from banks $ 52,07:
Investment securities 16,29¢
Federal Reserve Bank and Federal Home Loan Baok sto 3,971
Acquired loans 200,04:
Accrued interest receivable 1,97¢
Premises and equipment 86
FDIC receivable 156,71(
Core deposit intangible 3,94:
Other assets 2,44
Total assets acquired $ 437,54¢
Liabilities
Deposits $ 401,12
Federal Home Loan Bank advances 32,94¢
Accrued interest payable 213
Deferred tax liability 1,03¢
Other liabilities 39¢€
Total liabilities assumed 435,71¢
Net assets acquired (after tax gain) $ 1,83(

First Heritage Bank

On May 27, 2011 the Bank acquired certain assatsaasumed certain liabilities of First Heritage B&mom the FDIC in an FDIC-
assisted transaction. As part of the Purchase asdmption Agreement, the Bank and the FDIC entietedoss-sharing agreements (each, a
“loss-sharing agreement” and collectively, the slaharing agreements”), whereby the FDIC will cawvsubstantial portion of any future
losses on loans (and related unfunded commitmeDBRIEO and certain accrued interest on loans faog® days. We refer to the acquired
loans and OREO subiject to the loss-sharing agretsnehectively as “covered assets.” Under the geafithe loss-sharing agreements, the
FDIC will absorb 80% of losses and share in 80%®$ recoveries. The loss-sharing provisions ofaireements for commercial and single
family residential mortgage loans are in effectffee years and ten years, respectively, from ttegy 47, 2011 acquisition date and the loss
recovery provisions for such loans are in effectight years and ten years, respectively, fromattguisition date.

First Heritage Bank was a full service communitplbaeadquartered in Snohomish, Washington thatadeefive branch locations in
King and Snohomish Counties. We entered into thissiaction to assist us with filling in our geodriapfootprint between Seattle and
Bellingham, Washington and to support our receatiyanded Bellingham banking team. We believe ppatimg with the FDIC in this assist
transaction was, from an economical standpointaathgeous to expansion through de novo branching.

The assets acquired and liabilities assumed hase &ecounted for under the acquisition method cbaeting (formerly the purchase
method). The assets and liabilities, both tangginié intangible, were initially provisionally recad at their estimated fair values as of the
May 27, 2011 acquisition date pending completiomalfiation adjustments related to acquired loaf&:O, the indemnification asset, and
other assets. The initial amounts recorded for iaeduoans, OREOQ, the indemnification asset, ahémassets were $81.9 million , $8.3
million , $38.1 million , and $1.7 million , respeely. At December 31, 2011 these amounts werespectively adjusted resulting in a $369
thousand decrease to acquired loans, a $61 thodsanelase to OREO, a $427 thousand increase bodémnification asset, and a $1.9
million increase to other assets. The applicatiothe acquisition method of accounting resultethim recognition of $4.0 million of goodwill
and a core deposit intangible of $1.3 million . Guadwill represents the excess of the estimateddtue of the liabilities assumed over the
estimated fair value of the assets acquired amdlisenced significantly by the FDIC-assisted traction process.

The operating results of the Company include treraing results produced by the acquired assetassuimed liabilities for the period
May 28, 2011 to December 31, 2013 . Due primadl$he significant amount of fair value adjustmeansl the FDIC loss-sharing agreements
put in place, historical results of First Herité@@nk are not meaningful to the Compangesults and thus no proforma information is prtesg
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The table below displays the amounts recognizesf #g acquisition date for each major class oétsacquired and liabilities assumed:

May 27, 2011
(in thousands)

Assets
Cash and due from banks $ 4,68¢
Interest-earning deposits with banks 6,68¢
Investment securities 5,30z
Federal Home Loan Bank stock A77
Acquired loans 81,48t¢
Accrued interest receivable 47¢€
Premises and equipment 5,33¢
FDIC receivable 4,751
Other real estate owned covered by loss sharing 8,22¢
Goodwill 4,02
Core deposit intangible 1,33
FDIC indemnification asset 38,53:
Other assets 3,651

Total assets acquired $ 164,98:
Liabilities
Deposits $ 159,52!
Federal Home Loan Bank advances 5,00z
Accrued interest payable 421
Other liabilities 35

Total liabilities assumed $ 164,98:-

Summit Bank

On May 20, 2011 the Bank acquired certain assatsaasumed certain liabilities of Summit Bank frdra Federal Deposit Insurance
Corporation (“FDIC”") in an FDIC-assisted transantids part of the Purchase and Assumption AgreentiemtBank and the FDIC entered into
loss-sharing agreements (each, a “loss-sharingagnet” and collectively, the “loss-sharing agreets§nwhereby the FDIC will cover a
substantial portion of any future losses on loamsl (related unfunded commitments), OREO and ceatairued interest on loans for up to 90
days. We refer to the acquired loans and OREO sutnehe loss-sharing agreements collectivelycaséred assets.” Under the terms of the
loss-sharing agreements, the FDIC will absorb 80%sses and share in 80% of loss recoveries. d$&dharing provisions of the agreement:
for commercial and single family residential moggdoans are in effect for five years and ten yeaspectively, from the May 20, 2011
acquisition date and the loss recovery provisianstich loans are in effect for eight years and/gans, respectively, from the acquisition date

Summit Bank was a full service community bank headtgred in Burlington, Washington that operatededtbranch locations in Skagit
County. We entered into this transaction to assswith filling in our geographic footprint betwe&eattle and Bellingham, Washington and tc
support our recently expanded Bellingham bankiagteéWe believe participating with the FDIC in thssisted transaction was, from an
economical standpoint, advantageous to expansiongh de novo branching.

The assets acquired and liabilities assumed hase &ecounted for under the acquisition method cbaeting (formerly the purchase
method). The assets and liabilities, both tanggiplé intangible, were initially provisionally reced at their estimated fair values as of the
May 20, 2011 acquisition date pending completiomadfiation adjustments related to acquired loafE0O, the indemnification asset, and
other assets. The initial amounts recorded for iaeduoans, OREOQ, the indemnification asset, aheémnassets were $71.4 million , $2.7
million , $27.2 million , and $786 thousand , respesly. At December 31, 2011 these amounts werespectively adjusted resulting in a $1.7
million decrease to acquired loans, a $509 thousaedease to OREO, a $3.0 million increase tortdemnification asset, and a $1.0 million
increase to other assets. The application of thaisition method of accounting resulted in the geation of $1.9 million of goodwill and a
core deposit intangible of $509 thousand . The gdlbcepresents the excess of the estimated fdirevaf the liabilities assumed over the
estimated fair value of the assets acquired amdlissnced significantly by the FDIC-assisted traction process.
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The operating results of the Company include treraing results produced by the acquired assetassuimed liabilities for the period
May 21, 2011 to December 31, 2013 . Due primadlthe significant amount of fair value adjustmeantsl the FDIC loss-sharing agreements
put in place, historical results of Summit Bank ao¢ meaningful to the Company’s results and thmpno forma information is presented.

The table below displays the amounts recognizesf #g acquisition date for each major class oétsacquired and liabilities assumed:

May 20, 2011
(in thousands)

Assets
Cash and due from banks $ 1,831
Interest-earning deposits with banks and federad$isold 14,19¢
Investment securities 871
Federal Home Loan Bank stock 40¢€
Acquired loans 69,78
Accrued interest receivable 42¢
Premises and equipment 42
FDIC receivable 6,98¢
Other real estate owned covered by loss sharing 2,16:
Goodwill 1,89:
Core deposit intangible 50¢
FDIC indemnification asset 30,20:
Other assets 1,81z

Total assets acquired $ 131,12¢
Liabilities
Deposits $ 123,27!
Federal Home Loan Bank advances 7,772
Accrued interest payable 71
Other liabilities 7

Total liabilities assumed $ 131,12¢

3. Cash and Cash Equivalent

The Company is required to maintain an averagavedmlance with the Federal Reserve Bank or miaistach reserve balance in the
form of cash. The average required reserve balamdbe years ended December 31, 2013 and 2012p@meximately $36.3 million antl28.€
million , respectively, and was met by holding casld maintaining an average balance with the FeBeserve Bank.

4, Securities

At December 31, 2013 the Company's securities @artprimarily consisted of securities issued bg th.S. government, U.S.
government agencies, U.S. government-sponsoredpeists and state and municipalities. All of thex@any’s mortgage-backed securities
and collateralized mortgage obligations are isdned.S. government agencies and U.S. governmemtsgped enterprises and are implicitly
guaranteed by the U.S. government. The Companyibadher issuances in its portfolio which exceetgedpercent of shareholders’ equity.
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The following table summarizes the amortized ogigiss unrealized gains and losses and the resédiingalue of securities available {
sale:

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

December 31, 2013 (in thousands)
U.S. government agency and government-sponsoredpeise

mortgage-backed securities and collateralized rageg

obligations $ 961,44: $ 10,64C % (23,679 $ 948,40t
State and municipal securities 357,01: 11,45( (3,999 364,47(
U.S. government agency and government-sponsoredpeise

securities 335,67: 434 (10,06¢) 326,03¢
U.S. government securities 21,08: — 967) 20,11«
Other securities 5,28¢ 27 (231) 5,08(

Total $ 1,680,49 $ 22,55 % (38,93) $ 1,664,11

December 31, 2012
U.S. government agency and government-sponsoredpeise

mortgage-backed securities and collateralized raggg

obligations $ 561,07¢ % 16,71¢  $ (5,426 % 572,36
State and municipal securities 265,07( 20,89: (38¢) 285,57!
U.S. government agency and government-sponsoredpeise

securities 120,08! 851 (435) 120,50:
U.S. government securities 19,80¢ 39 (15) 19,82¢
Other securities 3,32¢ 104 (36) 3,39:

Total $ 969,35¢ % 38,60¢ % (6,300 $ 1,001,66!

Gross realized losses amounted to $170 thousant¥, thousand , and $250 thousand for the yearsldbdeember 31, 2013, 2012 and
2011 , respectively. Gross realized gains amoutat&®32 thousand , $4.4 million , and $384 thoudanthe years ended December 31, 2013
2012 and 2011 , respectively. The following tahlmmarizes the amortized cost and fair value of siesi available for sale by contractual
maturity groups:

December 31, 2013

Amortized Cost Fair Value

(in thousands)

Due within one year $ 14,07¢ % 14,23¢
Due after one year through five years 303,87! 302,64:
Due after five years through ten years 487,64: 480,24«
Due after ten years 869,61( 861,90°
Other securities with no stated maturity $ 528/ % 5,08(

Total investment securities available-for-sale $ 168049 $ 166411

The following table summarizes, as of December2®13 and 2012 , the carrying value of securitiesigéd as collateral to secure public
deposits, borrowings and other purposes as pechotteequired by law:

December 31, 2013 December 31, 2012

(in thousands)

Washington and Oregon State to secure public deposi $ 277,01:  $ 281,00¢
Federal Reserve Bank to secure borrowings 42,69 47,63¢
Other securities pledged 43,08: 46,09(

Total securities pledged as collateral $ 362,78  $ 374,73
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The following tables show the gross unrealizeddesnd fair value of the Company’s investments witrealized losses that are not
deemed to be other-than-temporarily impaired, agppesl by investment category and length of timeitidividual securities have been in a
continuous unrealized loss position at DecembeRB13 and 2012 :

Less than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

December 31, 2013 (in thousands)
U.S. government agency and government-sponsored

enterprise mortgage-backed securities and collateda

mortgage obligations $ 492,92 $ (10,99)) $  121,30¢ $ (12,689 $ 614,22 (23,67%)
State and municipal securities 112,40( (3,06¢) 13,81t (929) 126,21! (3,999
U.S. government agency and government-sponsored

enterprise securities 260,00: (8,06%) 28,44 (2,007) 288,44¢ (10,06¢)
U.S. government securities 20,11« (967) — — 20,11« (967)
Other securities 2,257 (59) 2,78¢ a73) 5,04( (231)

Total $ 887,69 $ (23,149 $  166,34¢ $ (15,787 $ 1,054,04 $ (38,93)

December 31, 2012
U.S. government agency and government-sponsored

enterprise mortgage-backed securities and collateda

mortgage obligations $ 167,73 $ (5,090 $ 12,20« $ (336¢) $ 179,94 $ (5,42¢)
State and municipal securities 20,41 (389) 21C (5) 20,62 (38¢)
U.S. government agency and government-sponsored

enterprise securities 56,60( (435) — — 56,60( (435)
U.S. government securities 9,91« (15) — — 9,91« (%)
Other securities — — 964 (3€) 964 (36)

Total $ 254,66t $ (5,929 $ 13,37¢ $ (377) $ 268,04« $ (6,300

At December 31, 2013, there were 84 U.S. goverhagency and government-sponsored enterprise nyertgacked securities and
collateralized mortgage obligations securitiesriruarealized loss position, of which 11 were iroatluous loss position for 12 months or
more. The decline in fair value is attributableeb@anges in interest rates relative to where thasestments fall within the yield curve and their
individual characteristics. Because the Companys that currently intend to sell these securitiesduas the Company consider it more likely
than not that it will be required to sell thesewéies before the recovery of amortized cost hagisch may be maturity, the Company does
consider these investments to be other-than-tempoimpaired at December 31, 2013 .

At December 31, 2013, there were 131 state andaipahgovernment securities in an unrealized lossition, of which 11 were in a
continuous loss position for 12 months or more. Theealized losses on state and municipal secaifitére caused by interest rate changes ot
widening of market spreads subsequent to the psecbithe individual securities. Management mosifmrblished credit ratings of these
securities for adverse changes. As of Decembe2@Il3 none of the rated obligations of state andllgovernment entities held by the
Company had an adverse credit rating. Becauserdidé quality of these securities are investmentigrand the Company does not currently
intend to sell these securities nor does the Cognpansider it more likely than not that it will bequired to sell these securities before the
recovery of amortized cost basis, which may be nitgfuhe Company does not consider these invedisiterbe other-than-temporarily
impaired at December 31, 2013 .

At December 31, 2013, there were 31 U.S. goverh@agency and government-sponsored enterprise fiesun an unrealized loss
position, of which three were in a continuous Ipssition for 12 months or more. The decline in failue is attributable to changes in interest
rates relative to where these investments falliwithe yield curve and their individual charactécis. Because the Company does not currentl
intend to sell these securities nor does the Cognpansider it more likely than not that it will bequired to sell these securities before the
recovery of amortized cost basis, which may be nitgfuhe Company does not consider these invedisrterbe other-than-temporarily
impaired at December 31, 2013 .

At December 31, 2013, there were five U.S. goveminsecurities in an unrealized loss position, Whiere not in a continuous loss
position for 12 months or more. The decline in faitue is attributable to changes in interest regétive to where these investments fall wit
the yield curve and their individual characteristiBecause the Company does not currently intesdltdhese securities nor does the Compar
consider it more likely than not that it will begudred to sell these securities before the recoséamortized cost basis, which may be matt
the Company does not consider these investmeits toher-than-temporarily impaired at December2813 .
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At December 31, 2013, there were two other sdesrih an unrealized loss position, of which oneusigy, a mortgage-backed securities
fund, was in a continuous unrealized loss positiori2 months or more. The decline in fair valuatisibutable to changes in interest rates an
the additional risk premium investors are demandimgnvestment securities with these charactesstfhe Company does not consider this
investment to be other-than-temporarily impaireBatember 31, 2013 as it has the intent and aldityold the investment for sufficient time
to allow for recovery in the market value.

Securities Deemed to be Other-Than-Temporarily inega

During the fourth quarter of 2012, the Company ezt full payment on a municipal bond that was duateed to be other-than-
temporarily impaired during 2011 for which the Camp recorded impairment of $3.0 milliam2011. The 2011 impairment and the 2012
related to this security are recorded in the lteeinvestment securities gains(losses),inghe Consolidated Statements of Income.

5. Noncovered Loan:
Noncovered loans include loans originated throughboanch network and loan departments as welt@siged loans that are not subj
to FDIC loss-share agreements.

The following is an analysis of the noncovered lpartfolio by major types of loans (net of unearirezbme):

December 31, December 31,
2013 2012

(in thousands)
Noncovered loans:

Commercial business $ 1561,78 % 1,155,15!
Real estate:

One-to-four family residential 108,31 43,92
Commercial and multifamily residential 2,080,07! 1,061,20:
Total real estate 2,188,39; 1,105,12:

Real estate construction:
One-to-four family residential 54,15¢ 50,60:
Commercial and multifamily residential 126,39( 65,101
Total real estate construction 180,54! 115,70¢
Consumer 357,01 157,49:
Less: Net unearned income (68,287) (7,767
Total noncovered loans, net of unearned income 4,219,45, 2,525,71I
Less: Allowance for loan and lease losses (52,280) (52,249
Total noncovered loans, net $ 4,167,17. $ 2,473,461
Loans held for sale $ 735 $ 2,56:

At December 31, 2013 and 2012 , the Company hadaterial foreign activities. Substantially all bEtCompany’s loans and unfunded
commitments are geographically concentrated isdtgice areas within the states of Washington amed)@n.

The Company has granted loans to officers and tdireof the Company and related interests. Themgslare made on the same terms,
including interest rates and collateral, as thaseailing at the time for comparable transactioiith wnrelated persons and do not involve mor
than the normal risk of collectability. The aggresgdollar amount of these loans was $14.2 milliod $14.2 million at December 31, 2013 anc
2012 , respectively. During 2013, advances andym@ents on related party loans totaled $2.0 million

At December 31, 2013 and 2012 , $1.08 billion a#4354 million of commercial and residential reah#s loans were pledged as
collateral on Federal Home Loan Bank advances.Cdrapany has also pledged $45.2 million and $13Bomiof commercial loans to the
Federal Reserve Bank for additional borrowing cépat December 31, 2013 and 2012 , respectively.

Nonaccrual loans totaled $34.0 million and $37.4ioni at December 31, 2013 and 2012 , respectividhe amount of interest income
foregone as a result of these loans being placewnaccrual status totaled $2.9 million for 20%$3.4 million for 2012 and $5.3 million for
2011 . There were no loans 90 days past due dhdcstiuing interest as of December 31, 2013 anckbwer 31, 2012 . At December 2013
and 2012 , there were $28 thousand and $346 thdysaspectively, of commitments of additional farfdr loans accounted for on a
nonaccrual basis.
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The following is an analysis of noncovered, nonaattoans as of December 31, 2013 and 2012 :

Noncovered loans:
Commercial business:
Secured
Unsecured
Real estate:
One-to-four family residential

Commercial and multifamily residential:

Commercial land
Income property
Owner occupied
Real estate construction:
One-to-four family residential:
Land and acquisition
Residential construction
Consumer
Total

December 31, 2013

December 31, 2012

Recorded Unpaid Principal Recorded Unpaid Principal
Investment Balance Investment Balance
Nonaccrual Nonaccrual Nonaccrual Nonaccrual

Loans Loans Loans Loans
(in thousands)

$ 12,43: $ 19,18¢ $ 9,037 $ 17,82:
17¢€ 20z 262 262

2,667 4,67¢ 2,34¢ 2,67

442 78% 4,07¢ 7,491

4,267 5,38: 8,52( 10,81¢

6,33¢ 7,48¢ 6,60¢ 7,741

3,24¢ 6,601 3,08¢ 6,70¢

45¢ 1,92¢ 1,81¢ 2,431

3,991 6,187 1,64: 1,94(

$ 34,01t $ 52,43¢ $ 37,39¢ $ 57,87
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The following is an aging of the recorded investingithe noncovered loan portfolio as of December2913 and 2012 :

30-59 60 - 89
Current Days Days Total Nonaccrual
Loans Past Due Past Due Past Due Loans Total Loans
December 31, 2013 (in thousands)
Noncovered loans:
Commercial business:
Secured $ 145782 $ 12718 $ 681 $ 1339« $ 1243 $ 148364
Unsecured 72,25t 15€ 17 172 17¢€ 72,60
Real estate:
One-to-four family residential 100,59: 1,99¢ 641 2,63¢ 2,661 105,89
Commercial and multifamily residential:
Commercial land 142,03« — 35¢ 35¢ 443 142,83
Income property 1,138,73 144 3,28¢ 3,43¢ 4,261 1,146,43
Owner occupied 749,56: 4,71¢ — 4,71¢ 6,33¢ 760,60!
Real estate construction:
One-to-four family residential:
Land and acquisition 8,22¢ 19¢ — 19¢ 3,24¢ 11,67
Residential construction 41,53 — _ — 45¢ 41,99;
Commercial and multifamily residential:
Income property 86,52: — _ — — 86,52:
Owner occupied 38,91¢ _ _ _ _ 38,91¢
Consumer 322,68! 83t 82¢ 1,65¢ 3,991 328,33:
Total $ 4,158,87. $ 20,75¢ $ 5,80¢ $ 26,56 $ 34,01t $ 4,219,45
30-59 60 - 89
Current Days Days Total Nonaccrual
Loans Past Due Past Due Past Due Loans Total Loans
December 31, 2012 (in thousands)
Noncovered loans:
Commercial business:
Secured $ 1,091,771 $ 4,25¢ $ 1,48¢ $ 5,744 $ 9,037 $ 1,106,55
Unsecured 44.81° 252 12 264 262 45,34
Real estate:
One-to-four family residential 41,50¢ 19z 142 33¢ 2,34¢ 44,19:
Commercial and multifamily residential:
Commercial land 42,81 311 12z 432 4,07€ 47,32;
Income property 603,33¢ 2,72¢ 227 2,95¢ 8,52( 614,81
Owner occupied 387,52! 1,04( — 1,04(¢ 6,60¢ 395,17:
Real estate construction:
One-to-four family residential:
Land and acquisition 15,41 — — — 3,08¢ 18,49¢
Residential construction 29,84¢ — — — 1,81¢ 31,66
Commercial and multifamily residential:
Income property 28,34: — — — — 28,34:
Owner occupied 36,21: — — — — 36,21
Consumer 155,20 387 362 74¢ 1,64: 157,59!
Total $ 2,476,79 $ 9,16¢ $ 2,35( $ 11,51¢ $ 37,39¢ $ 2,525,771
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The following is an analysis of impaired loans (bkxe 1) as of December 31, 2013 and 2012 :

ﬁf;;:g:gt Impaired Loans With Impaired Loans Without
Recorded Investment of Loans Recorded Allowance Recorded Allowance
of Loans Individually
Collectively Measured Measured for Unpaid Unpaid
for Contingency Specific Recorded Principal Related Recorded Principal
Provision Impairment Investment Balance Allowance Investment Balance
December 31, 2013 (in thousands)
Noncovered loans:
Commercial business:
Secured $ 1,478,561 $ 5,08 2,86¢ $ 2,88 $ 34¢ 2,221 $  2,56(
Unsecured 72,56¢ 35 35 35 35 — —
Real estate:
One-to-four family residential 104,27: 1,62( 44z 47¢ 13¢ 1,17¢ 2,11¢
Commercial and multifamily residential:
Commercial land 142,71¢ 11F — — — 11t 39¢
Income property 1,140,01! 6,41% 91¢ 93¢ 26 5,49¢ 7,88t
Owner occupied 749,60: 11,00¢ 3,80z 3,815 1,07 7,20¢ 10,46+
Real estate construction:
One-to-four family residential:
Land and acquisition 9,72¢ 1,944 11z 11z 71 1,831 2,581
Residential construction 41,99: — — — — — —
Commercial and multifamily residential:
Income property 86,52: — — — — — —
Owner occupied 38,91¢ — — — — — —
Consumer 328,16° 167 23 27 4 144 21C
Total $ 4,193,06: $ 26,38¢ 8,19¢ $ 8,28¢ $ 1,69(C 18,19( $ 26,22
Ir?\?gs(;:g:gt Impaired Loans With Impaired Loans Without
Recorded Investment of Loans Recorded Allowance Recorded Allowance
of Loans Individually
Collectively Measured Measured for Unpaid Unpaid
for Contingency Specific Recorded Principal Related Recorded Principal
Provision Impairment Investment Balance Allowance Investment Balance
December 31, 2012 (in thousands)
Noncovered loans:
Commercial business:
Secured $ 1,101,68! $ 4,862 69C $ 1,99 $ 4L7E 4,172 $ 6,76¢
Unsecured 45,25 92 92 92 92 — —
Real estate:
One-to-four family residential 42,10: 2,08¢ 34t 364 11z 1,74« 1,90
Commercial and multifamily residential:
Commercial land 44,67 2,65t — — — 2,65k 5,727
Income property 606,65¢ 8,15¢ 2,67( 2,72 1,04( 5,48¢ 7,86(
Owner occupied 383,26¢ 11,90 60¢ 61C 38 11,29¢ 14,64
Real estate construction:
One-to-four family residential
Land and acquisition 15,671 2,81¢ — — — 2,81¢ 4,81:
Residential construction 29,700 1,957 — — — 1,951 2,57(
Commercial and multifamily residential:
Income property 28,34: — — — — — —
Owner occupied 36,21 — — — — — —
Consumer 157,47 127 — — — 127 127
Total $ 2,491,04 $ 34,66 4,40¢ $ 5,781 $ 1,39¢ 30,25¢ $ 44,41
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The following table provides additional information impaired loans for the years ended Decembe2(@®1l3 , 2012 and 2011 :

Noncovered loans:
Commercial business
Secured
Unsecured
Real estate:

One-to-four family
residential

Commercial &
multifamily residential

Commercial land
Income property
Owner occupied
Real estate construction:

One-to-four family
residential

Land and acquisitior

Residential
construction

Commercial &
multifamily residential

Income property
Consumer

Total

Year ended December 31, 2013

Year Ended December 31, 2012

Year ended December 31, 2011

Interest

Average Recorded
Investment on
Impaired Loans

Recognized

Impaired Loans

Average Recorded

Investment
Impaired Loans

Interest
Recognized

Impaired Loans

Average Recorded

Investment
Impaired Loans

Interest
Recognized
on
Impaired Loans

(in thousands)

$ 563t $ 19 % 8,97¢ 9 $ 15,57¢  $ 511
61 3 11c 6 13¢ —

1,66t 63 2,13( — 2,49¢ —

1,691 — 3,12¢ — 4,26: —

8,91( 23¢ 7,89¢ 77 8,881 B5Y

10,77¢ 971 13,31 1,004 15,25¢ 18

2,62¢ 6 4,46t — 8,97 11€

42( — 3,22¢ 11 4,53¢ —

— — 3,16¢ — 7,06¢ —

258 6 1,112 7 3,88( 15

$ 32,03¢ $ 1,30¢ $ 47,52« 1,112 $ 71,06 $ 71¢
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The following is an analysis of loans classifiedlagsubled Debt Restructurings ("TDR") for the yearsled December 31, 2013, 2012
and 2011 :

Year ended December 31, 2013 Year Ended December 31, 2012 Year ended December 31, 2011
Pre- Post- Pre- Post- Pre- Post-
Modification Modification Modification Modification Modification Modification
Outstanding Outstanding Outstanding Outstanding Outstanding Outstanding
Number of TDR Recorded Recorded Number of TDR Recorded Recorded Number of TDR Recorded Recorded
Modifications Investment Investment Modifications Investment Investment Modifications Investment Investment
Noncovered loans: (dollarsin thousands)
Commercial business:
Secured 2 % 19C % 19C 1 % 198 % 194 6 $ 65¢ % 65¢
Real estate:
One-to-four family
residential 1 11z 11z — — — 1 36¢ 36¢
Commercial and
multifamily residential:
Commercial land 1 137 137 — — — — — —
Income property 4 1,18¢ 1,18¢ 1 4,27¢ 2,65( 2 1,28( 1,28(
Owner occupied 1 172 172 — — — — — —
Real estate construction:
One-to-four family
residential:
Land and
acquisition 1 117 117 — — — — — —
Residential
construction — — — — — — 1 36 36
Consumer 2 53 53 — — — — — —
Total 12 3 1,96¢ $ 1,96¢ 2 % 447  $ 2,84¢ ORI 234¢ 3% 2,34¢

The Company's loans classified as TDR are loanihtae been modified or the borrower has been gdasppecial concessions due to
financial difficulties, that if not for the challges of the borrower, the Company would not othexwi@nsider. The Company had commitment:
to lend $0 and $236 thousand of additional fundkans classified as TDR as of December 31, 2081842 , respectively. The TDR
modifications or concessions are made to incrdasékelinood that these borrowers with financidficulties will be able to satisfy their debt
obligations as amended. Credit losses for loarssiflad as TDR are measured on the same basigasr@d loans. For impaired loans, an
allowance is established when the collateral vidas selling costs (or discounted cash flows oenfable market price) of the impaired loan is
lower than the recorded investment of that Iddre Company did not have any loans modified as TR defaulted within 12 months of be
modified as TDR during the years ended Decembe2®13 , 2012 , and 2011 .

6. Allowance for Noncovered Loan and Lease Losses atthfunded Commitments and Letters of Credi

We maintain an allowance for loan and lease lo§#dd L") to absorb losses inherent in the loan dolio. The size of the ALLL is
determined through quarterly assessments of tHeapte estimated losses in the loan portfolio. Oathmdology for making such assessments
and determining the adequacy of the ALLL includesfollowing key elements:

1. General valuation allowance consistent with thet®gencies topic of the FASB AS

2. Classified loss reserves on specific relatigpstBpecific allowances for identified problemrsaare determined in accordance with
the Receivables topic of the FASB ASC.

3. The unallocated allowance provides for othetdia inherent in our loan portfolio that may nave been contemplated in the
general and specific components of the allowanbé @inallocated amount generally comprises less 584 of the allowance. The
unallocated amount is reviewed quarterly basedeanrds in credit losses, the results of credit siand overall economic trends.
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The general valuation allowance is systematicallgudated quarterly using quantitative and qualitainformation about specific loan
classes. The minimum required level an entity dgyel methodology to determine its allowance fanland lease losses is by general
categories of loans, such as commercial busineakestate, and consumer. However, the Compangthodology in determining its allowar
for loan and lease losses is prepared in a moedleldimanner at the loan class level, utilizingc$ipecategories such as commercial business
secured, commercial business unsecured, real estawmercial land, and real estate income propettifamily. The quantitative information
uses historical losses from a specific loan claskiacorporates the loan’s risk rating migratioonfr origination to the point of loss based upon
the consideration of an appropriate look back pkrio

A loan’s risk rating is primarily determined basgubn the borrower’s ability to fulfill its debt aghtion from a cash flow perspective. In
the event there is financial deterioration of tlberbwer, the borrower’s other sources of incomespayment are also considered, including
recent appraisal values for collateral dependaridoThe qualitative information takes into accayameral economic and business conditions
affecting our marketplace, seasoning of the loatf@am, duration of the business cycle, etc. taune our methodologies reflect the current
economic environment and other factors as usingiisl loss information exclusively may not give accurate estimate of inherent losses
within the Company’s loan portfolio.

When a loan is deemed to be impaired, the Compasyddetermine if a specific valuation allowarseeiquired for that loan. The
specific valuation allowance is a reserve, caledadt the individual loan level, for each loan deieed to be both, impaired and containing a
value less than its recorded investment. The Compaasures the impairment based on the discourfasteed future cash flows, observable
market price, or the fair value of the collateesd selling costs if the loan is collateral depandeif foreclosure is probable. The specific
reserve for each loan is equal to the different¢evden the recorded investment in the loan andettsrchined impairment value.

The ALLL is increased by provisions for loan andde losses (“provision”) charged to expense, anedisced by loans charged off, net
of recoveries. While the Company’s management betieghe best information available is used to ddter the ALLL, changes in market
conditions could result in adjustments to the ALBffecting net income, if circumstances differ frtime assumptions used in determining the
ALLL.

We have used the same methodology for ALLL caléuastduring 2013, 2012 and 2011 . Adjustmenthéopercentages of the ALLL
allocated to loan categories are made based odstreith respect to delinquencies and problem ledtisn each class of loans. The Company
reviews the ALLL quantitative and qualitative mediotogy on a quarterly basis and makes adjustmemésappropriate. The Company
continues to strive towards maintaining a cons@rgatpproach to credit quality and will continueptmdently adjust our ALLL as necessary in
order to maintain adequate reserves. The Compasfutiy monitors the loan portfolio and continueseimphasize the importance of credit
quality.

Once it is determined that all or a portion of anldalance is uncollectable, and the amount caedsmnably estimated, the uncollectabls
portion of the loan is charged-off.
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The following tables show a detailed analysis efalowance for loan and lease losses for noncdvesns for the years ended

December 31, 2013, 2012 and 2011 :

Year ended December 31, 2013
Noncovered loans:
Commercial business:
Secured
Unsecured
Real estate:
One-to-four family residential
Commercial and multifamily residential:
Commercial land
Income property
Owner occupied
Real estate construction:
One-to-four family residential:
Land and acquisition
Residential construction
Commercial and multifamily residential:
Income property
Owner occupied
Consumer
Unallocated
Total

Year Ended December 31, 2012
Noncovered loans:
Commercial business:
Secured
Unsecured
Real estate:
One-to-four family residential
Commercial and multifamily residential:
Commercial land
Income property
Owner occupied
Real estate construction:
One-to-four family residential:
Land and acquisition
Residential construction
Commercial and multifamily residential:
Income property
Owner occupied
Consumer
Unallocated
Total

Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation
(in thousands)
$ 27,27 $ (4,149 $ 1512 $ 6,39 $ 31,027 $ 34z % 30,68
758 (794) 93: (195) 69€ 35 661
694 (22€) 27C 51¢ 1,252 13¢ 1,11¢
46( (20) 16¢ (120 48¢ — 48¢
11,03: (1,408 48¢ (889 9,23¢ 26 9,20¢
6,362 (1,119 37t (2,019 3,60t 1,07¢ 2,53:
1,171 (32 2,55: (3,089 61C 71 53¢
63t (103) 112 17€ 822 — 82z
31€ — — (32) 28t — 28t
10z — — (44) 58 — 58
2,431 (2,247) 552 1,80( 2,541 4 2,54:
1,011 — — 644 1,655 — 1,65t
$ 52,24: $ (10,089 $ 6,96 $ 3,16( $ 52,28( $ 1,69C $ 50,59(
Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation
(in thousands)
$ 24,74 % (10,029 $ 1,35 % 11,20C $ 27,270 $ 112 $ 27,157
68¢ (144) 194 14 752 92 661
654 (549 28t 304 694 112 582
48¢ (52€) 63 43¢ 46( — 46(
9,551 (4,030) 90t 4,607 11,03 1,04( 9,99:
9,60¢ (91¢) 631 (2,959 6,36- 38 6,32¢
2,331 (98¢) 1,05¢ (1,230 1,171 — 1,171
864 (617) 42¢ (42) 63t — 63t
665 (93 66 (322 31€ — 31€
35 — — 67 10z — 10z
2,71¢ (2,539 1,171 1,081 2,431 — 2,431
694 — — 317 1,011 — 1,011
$ 53,04. $ (20,429 $ 6,157 $ 13478 % 52,24: $ 1,398  $ 50,84¢
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Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation

Year ended December 31, 2011 (in thousands)

Noncovered loans:

Commercial business:

Secured $ 21,81 % (7,270 $ 115 % 9,05 $ 24,748 $ 954 $ 23,79:
Unsecured 73¢ (639) 1,444 (859 68¢ 97 592
Real estate:
One-to-four family residential 1,10¢ (719 80 191 654 96 55¢
Commercial and multifamily residential:
Commercial land 634 (660) 12 502 48¢ — 48¢
Income property 15,21( (1,407%) 414 (4,666 9,551 63 9,48¢
Owner occupied 9,69: (1,620 33 1,501 9,60¢ 18t 9,421

Real estate construction:

One-to-four family residential:

Land and acquisition 3,76¢ (1,419 1,97¢ (1,999) 2,331 — 2,331

Residential construction 2.29; (1,06¢) 112 (479 864 59 80E
Commercial and multifamily residential:

Income property 274 (2,219 — 2,60¢ 668 — 665

Owner occupied 70 _ _ (35) 35 _ 35

Consumer 2,12 (3,919 351 4,16€ 2,71¢ 30 2,68¢

e 3,28: — — (2,589 69¢ — 694

Total $ 6099 $ (20,93) $ 557¢  $ 7400 $ 5304 $ 148: $ 51,55

Changes in the allowance for unfunded commitmemdisletters of credit, a component of other lialabtin the consolidated balance
sheet, are summarized as follows:

Years Ended December 31,

2013 2012 2011
(in thousands)
Beginning balance $ 1,91t % 153 % 1,16¢
Net changes in the allowance for unfunded commitmand letters of credit 59C 38C 37C
Ending balance $ 2,508 % 191 $ 1,53t

Risk Elements

The extension of credit in the form of loans toiuidluals and businesses is one of our principalroence activities. Our policies and
applicable laws and regulations require risk analgis well as ongoing portfolio and credit managetmé&/e manage our credit risk through
lending limit constraints, credit review, appropalicies and extensive, ongoing internal monitorMée also manage credit risk through
diversification of the loan portfolio by type ofdn, type of industry, type of borrower and by limit the aggregation of debt to a single
borrower.

Risk ratings are reviewed and updated wheneveioappte, with more periodic reviews as the risk dotlar value of loss on the loan
increases. In the event full collection of prindipad interest is not reasonably assured, theikappropriately downgraded and, if warranted,
placed on nonaccrual status even though the logrbe&urrent as to principal and interest paymeidslitionally, we assess whether an
impairment of a loan warrants specific reservea arite-down of the loan.

Pass loans are generally considered to have sirffisburces of repayment in order to repay theilodull in accordance with all terms
and conditions. Special mention loans have potewtaknesses that, if left uncorrected, may raaulieterioration of the repayment prospects
for the asset or in the Company's credit positiosoane future date. Loans with a risk rating of Sabdard or worse are reported as classified
loans in our allowance for loan and lease lossalysis. We review these loans to assess the abflibyir borrowers to service all interest and
principal obligations and, as a result, the rigkhgamay be adjusted accordingly. Substandard logfhect loans where a loss is possible if loan
weaknesses are not corrected. Doubtful loans haighgprobability of loss, however, the amountaxd has not yet been determined. Loss
loans are considered uncollectable and when idedtifre charged off.
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The following is an analysis of the credit qualiiyour noncovered loan portfolio as of December28,3 and 2012 :

Special
Pass Mention Substandard Doubtful Loss Total
December 31, 2013 (in thousands)
Noncovered loans:
Commercial business:
Secured $ 1,372,030 $ 43,30¢ $ 68,30( $ — % — $ 1,483,664
Unsecured 72,22¢ 19¢ 17¢ — — 72,60«
Real estate:
One-to-four family residential 98,62¢ 1,567 5,69¢ — — 105,89:.
Commercial and multifamily residential:
Commercial land 137,85( — 4,98¢ — — 142,83«
Income property 1,108,03. 5,47% 32,92¢ — — 1,146,43.
Owner occupied 748,72! — 11,88 — — 760,60¢
Real estate construction:
One-to-four family residential:
Land and acquisition 7,52¢ — 4,14« — — 11,67(
Residential construction 36,27( 2,35z 3,37( — — 41,99;
Commercial and multifamily residential:
Income property 86,20¢ — 31t — — 86,52:
Owner occupied 38,91¢ — — — — 38,91¢
Consumer 321,34¢ 331 6,18¢ 467 — 328,33:
Total $ 4,027,76. $ 53,23. $ 137,98¢ $ 467 $ = 4,219,45,
Less:
Allowance for loan losses 52,28(
Noncovered loans, net $ 4,167,17
Special
Pass Mention Substandard Doubtful Loss Total
December 31, 2012 (in thousands)
Noncovered loans:
Commercial business:
Secured $ 1,011,72. $ 29,220 $ 65,607 $ — 3 — $ 1,106,55
Unsecured 44,78¢ 26 52¢ — — 45,34:
Real estate:
One-to-four family residential 40,34¢ 40€ 3,44( — — 44,19
Commercial and multifamily residential:
Commercial land 43,40: — 3,92¢ — — 47,32%
Income property 581,67: 3,68¢ 29,45 — — 614,81.
Owner occupied 357,06: 1,84¢ 36,26: — — 395,17:
Real estate construction:
One-to-four family residential:
Land and acquisition 12,74: 1,351 4,40¢ — — 18,49¢
Residential construction 28,70¢ 1,14z 1,817 — — 31,66¢
Commercial and multifamily residential:
Income property 28,34 — — — — 28,34
Owner occupied 36,21 — — — — 36,21
Consumer 151,04¢ 75 6,47¢ — — 157,59¢
Total $ 233,03 $ 37,756 $ 151911 $ — 3 = 2,525,71
Less:

Allowance for loan losses 52,24



Noncovered loans, net $ 2,473,46!
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7. Noncovered Other Real Estate Owne
The following table sets forth activity in noncogdrOREO for the period:

December 31, 2013 December 31, 2012

(in thousands)

Noncovered OREO:

Balance, beginning of period $ 10,67¢ $ 22,89
Established through acquisitions 14,70¢ —
Transfers in, net of write-downs ($90 and $205peetively) 9,27: 7,461
Additions to OREO 3,571 11
Additional OREO write-downs (1,759 (4,81¢)
Proceeds from sale of OREQO property (13,907 (15,689
Net gain on sale of OREO 1,25¢ 81€
Total noncovered OREO, end of period $ 23,83 $ 10,67¢

8. Covered Assets and FDIC Loss-sharing Asset
Covered Assets

Covered assets consist of loans and OREO acquiregtiain FDIC-assisted acquisitions during 2018 20111, for which the Bank
entered into loss-sharing agreements, wherebyEh€ Will cover a substantial portion of future lesson loans (and related unfunded loan
commitments), OREO and certain accrued interesv@ms during the terms of the agreements. Undetetines of the loss-sharing agreements,
the FDIC will absorb 80% of losses and share in 89%6ss recoveries up to specified amounts. W&dpect to lossharing agreements for t
acquisitions completed in 2010, after those spattiimounts, the FDIC will absorb 95% of lossessrade in 95% of loss recoveries. The loss
sharing provisions of the agreements for commeagidl single-family mortgage loans are in effectfiee and ten years, respectively, from the
acquisition dates and the loss recovery proviséwadn effect for eight and ten years, respectivietym the acquisition dates.

Ten years and forty-five days after the acquisitlates, the Bank shall pay to the FDIC a clawbadké event the losses from the
acquisitions fail to reach stated levels. The anhofithe clawback is determined by a formula spedifn each individual loss-sharing
agreement. As of December 31, 2013 and 2012 ,ghprasent value of the Bank’s estimated clawbiddlity is $3.9 million and $3.6
million , respectively, which is included in othébilities on the Consolidated Balance Sheet.

The following is an analysis of our covered loaret, of related allowance for losses as of Decer@8heP013 and 2012 :

December 31, 2013 December 31, 2012
Covered loans: (dollarsin thousands)
Commercial business $ 72,87( $ 125,37:
Real estate:
One-to-four family residential 41,64 57,15(
Commercial and multifamily residential 170,87¢ 233,10t
Total real estate 212,52: 290,25t
Real estate construction:
One-to-four family residential 14,78: 25,39¢
Commercial and multifamily residential 6,86¢ 15,25:
Total real estate construction 21,65( 40,64¢
Consumer 34,10: 44,51¢
Subtotal of covered loans 341,14: 500,79:
Less:
Valuation discount resulting from acquisition acating 43,29, 79,40:
Allowance for loan losses 20,17 30,05¢
Covered loans, net of valuation discounts and alloe for loan losses $ 277,67 $ 391,33

Acquired impaired loans are accounted for under 8%C-30 and initially measured at fair value baseddxpected future cash flows
over the life of the loans. Acquired loans thatdhaemmon risk characteristics are aggregated imddspThe Company remeasures contractua
and expected cash flows, at the pool-level, onaatgtly basis.
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Contractual cash flows are calculated based upsfotin pool terms after applying a prepayment fa@alculation of the applied
prepayment factor for contractual cash flows isshme as described below for expected cash flows.

Inputs to the determination of expected cash flmekide cumulative default and prepayment dataelkasg loss severity and recovery
lag information. Cumulative default and prepayndait are calculated via a transition matrix. Thedition matrix is a matrix of probability
values that specifies the probability of a loanlgansitioning into a particular delinquency stéteg. 0-30 days past due, 31 to 60 days, etc.)
given its delinquency state at the remeasuremeat Hass severity factors are based upon eitheabcharge-off data within the loan pools or
industry averages and recovery lags are basedthparollateral within the loan pools.

Acquired impaired loans are also subject to the @amy’s internal and external credit review andraierated using the same criteria as
loans originated by the Company. However, risknggiare not a clear indicator of losses on acquldaas as the loans were acquired with a
significant discount and a majority of the lossesracoverable from the FDIC under the loss-shaaigmgements.

Losses attributable to draws on acquired loansarekd subsequent to the loan acquisition datga@unted for under ASC 450-20 and
those amounts are also subject to the Companygmialtand external credit review. An allowancelé@n losses is estimated in a similar
manner as the originated loan portfolio, and a isiom for loan losses is charged to earnings assszry.

The excess of cash flows expected to be colleatedtbe initial fair value of acquired impaired ihsais referred to as the accretable yielc
and is accreted into interest income over the edéchlife of the acquired loans using the effectiidd method. Other adjustments to the

accretable yield include changes in the estimagathiming life of the acquired loans, changes ireetgd cash flows and changes of indices fo
acquired loans with variable interest rates.

The following table shows the changes in accretgiglel for acquired loans for the years ended Ddrma31, 2013, 2012, and 2011 :

Years Ended December 31,

2013 2012 2011
(in thousands)
Balance at beginning of period $ 166,88¢ $ 259,66¢ $ 256,57
Additions resulting from acquisitions — — 59,81(
Accretion (51,816 (86,677) (90,379
Disposals (6,899 (12,85¢) (31,487
Reclassifications from nonaccretable difference (4,267) 6,74¢ 65,14¢
Balance at end of period $ 103,90° $ 166,88t $ 259,66

During the year ended December 31, 2013 , the Coyngcorded a provision recapture for losses omi@Vloans of $3.3 million . Of
this amount, $1.7 million was impairment recapttatulated in accordance with ASC 310-30 and $illlomwas a provision recapture to
adjust the allowance for loss calculated under AS@-20 for draws on acquired loans. The impacatoiags of the $3.3 million of provision
recapture for covered loans was substantially bffseugh noninterest income by a charge to thaghéan FDIC loss-sharing asset. For the
year ended December 2012 , the Company recorded a provision for loasés of $25.9 million which was partially offsetday increase to
the FDIC loss-sharing asset and for the year eBémgémber 31, 201,1the Company recorded a provision recapture f&sde on covered loa
of $ 1.6 million which was partially offset by aaige to the change in FDIC loss-sharing asset.

The changes in the ALLL for covered loans for teans ended December 31, 2013, 2012 , and 20kLiammarized as follows:

Years Ended December 31,

2013 2012 2011
(in thousands)
Balance at beginning of year $ 30,05¢ % 494, % 6,05t
Loans charged off (13,859 (5,112 (1,489
Recoveries 7,23z 4,33: 2,02t
Provision charged to expense (3,26)) 25,89: (1,649
Balance at end of year $ 20,17 % 30,05¢ % 4,94/
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The following is an analysis of the credit qualiiour covered loan portfolio as of December 31,28nd 2012 :

December 31, 2013
Covered loans:
Commercial business:
Secured
Unsecured
Real estate:
One-to-four family residential

Commercial and multifamily residential:

Commercial land
Income property
Owner occupied
Real estate construction:
One-to-four family residential:
Land and acquisition
Residential construction

Commercial and multifamily residential:

Income property
Owner occupied
Consumer
Total
Less:

Valuation discount resulting from acquisition aceting

Allowance for loan losses
Covered loans, net

December 31, 2012
Covered loans:
Commercial business:
Secured
Unsecured
Real estate:
One-to-four family residential

Commercial and multifamily residential:

Commercial land
Income property
Owner occupied
Real estate construction:
One-to-four family residential:
Land and acquisition
Residential construction

Commercial and multifamily residential:

Income property
Owner occupied
Consumer
Total
Less:

Valuation discount resulting from acquisition aceting

Allowance for loan losses

Pass Special Mention ~ Substandard Doubtful Loss Total
(in thousands)

$ 48,51( $ 2,84¢ $ 18,29. $ = 69,65(
2,73: 39¢ 92 — 3,22(
35,06¢ 1,84: 4,73¢ — 41,64
10,77¢ 19¢ 7,58¢ — 18,56¢
55,98t 3,95( 10,657 — 70,59:
67,65 111 13,95¢ — 81,72:
4,674 2,73¢ 1,93¢ — 9,34¢
3,00¢ — 2,42 — 5,43
3,80¢ — 1,70¢ — 5,51¢
1,074 — 28C — 1,35¢
30,72: 33 3,31¢ 27 34,10:
$ 264,000 $ 12,11¢  $ 64,98¢ $ 27 341,14.
43,29'
20,17
277,67:

Pass Special Mention ~ Substandard Doubtful Loss Total

(in thousands)

$ 71,62: $ 1,82 $ 45,15( $ = 118,59
4,98¢ — 1,791 — 6,77¢
44,78: 1,34« 11,02« — 57,15(
16,33¢ — 10,29: — 26,62¢
81,20¢ 864 23,31t — 105,38:-
82,22: 3,31¢ 15,554 — 101,09«
4,81 3,27: 5,74: — 13,83
6,05( — 5,51¢ — 11,56¢
4,41¢ — 7,901 — 12,32(
1,10 — 1,82¢ — 2,931
38,97 381 5,162 — 44 51¢
$ 356,52( $ 11,00 $ 133,27: $ = 500,79-
79,40:
30,05¢



Covered loans, net $ 391,33
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The Company did not acquire any loans accountedrfder ASC 310-30 during 2013 or 2012.

The following table sets forth activity in cover€REO at carrying value for the years ended Decer®bg2013 and 2012 :

December 31, 2013 December 31, 2012

(in thousands)
Covered OREO:
Balance, beginning of period $ 16,31: % 28,12¢

Transfers in 8,821 14,16¢
Additional OREO write-downs (282) (3,489
Proceeds from sale of OREO property (22,04¢) (33,31Y
Net gain on sale of OREO 9,28: 10,81¢
Total covered OREO, end of period $ 12,090 % 16,31:

The covered OREO is covered by loss-sharing agneesmeéth the FDIC in which the FDIC will assume 8@¥&additional write-downs
and losses on covered OREO sales, or 95% , ifegipé, of additional write-downs and losses on ced ©REO sales if the minimum loss
share thresholds are met.

FDIC Loss-sharing Asset

At December 31, 2013 and 2012 , the FDIC loss-shasset is comprised of an FDIC indemnificaticseasf $37.9 million and $87.7
million , respectively, and an FDIC receivable @f@Gmillion and $8.6 million , respectively. Thedemnification represents the cash flows the
Company expects to collect from the FDIC underltiss-sharing agreements and the FDIC receivablesepts the reimbursable amounts
from the FDIC that have not yet been received.

For covered loans, the Company remeasures cortitaid expected cash flows on a quarterly basienAthe quarterly remeasurement
process results in a decrease in expected cash floe/to an increase in expected credit lossesiimpnt is recorded. As a result of this
impairment, the indemnification asset is increasaflect anticipated future cash to be receivedifthe FDIC. Consistent with the loss-
sharing agreements between the Company and the, Htd@mount of the increase to the indemnificatisset is measured as 80% of the
resulting impairment.

Alternatively, when the quarterly remeasurementlissn an increase in expected future cash floustd a decrease in expected credit
losses, the nonaccretable difference decreasetharmdfective yield of the related loan portfolincreased. As a result of the improved
expected cash flows, the indemnification asset dibel reduced first by the amount of any impairngeatiously recorded and, second, by
increased amortization over the remaining lifehaf telated loss-sharing agreement.

The following table shows a detailed analysis ef #DIC loss-sharing asset for the years ending idbee 31, 2013 and 2012 :

2013 2012
(in thousands)

Balance at beginning of period $ 96,35« $ 175,07:
Adjustments not reflected in income:

Cash received from the FDIC (9,24¢) (54,649

FDIC reimbursable losses, net (2,24%) 39¢
Adjustments reflected in income:

Amortization, net (36,729 (42,940

Loan impairment (recapture) (2,609 20,71«

Sale of other real estate (6,177) (7,789

Write-downs of other real estate 364 5,19(

Other 134 35¢
Balance at end of period $ 39,84¢ % 96,35
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9. Premises and Equipmer

Land, buildings, and furniture and equipment, Bssumulated depreciation and amortization, weffelasvs:

December 31,

2013 2012
(in thousands)
Land $ 48,99: $ 39,44:
Buildings 94,87¢ 84,401
Leasehold improvements 14,25:¢ 2,68¢
Furniture and equipment 29,46¢ 24,11(
Vehicles 54€ 43¢
Computer software 17,49( 13,78
Total Cost 205,62! 164,86:
Less accumulated depreciation and amortization (50,899 (46,155
Total $ 154,73 $ 118,70¢

Total depreciation and amortization expense was2ktillion , $6.3 million , and $5.7 million , fahe years ended December 31, 2013 .
2012, and 2011, respectively.

In conjunction with the acquisition of West Coasrtain facilities owned or leased by the Compaeyenevaluated for ongoing econol
benefit. From that evaluation, the decision waseradccease using certain facilities. As a resuthange in estimate was made to shorten the
useful lives of $1.4 million of the fixed assetsadated with these facilities. The after tax aeled depreciation for the 2013 closures
resulted in a one-time $886 thousand reductioretantome for the current period, or $0.02 perdasd diluted share. For additional
information regarding these exit activities, se¢eN6, Commitments and Contingent Liabilities.

10. Goodwill and Other Intangible Asset:

In accordance with the Intangibles — Goodwill artti€d topic of the FASB ASC, goodwill is not amoetizbut is reviewed for potential
impairment at the reporting unit level. Managenemlyzes its goodwill for impairment on an annuagib and between annual tests in certair
circumstances such as material adverse changegah business, regulatory and economic factoran#mairment loss is recorded to the exten
that the carrying amount of goodwill exceeds itplied fair value. The Company performed an impaimassessment as of July 31, 2013 anc
concluded that there was no impairment. As of Ddeam31, 2013 we determined there were no evertsamstances which would more
likely than not reduce the fair value of our repagtunit below its carrying amount.

The core deposit intangible (“CDI") is evaluated iimpairment if events and circumstances indicgtessible impairment. The CDI is
amortized on an accelerated basis over an estirtitdexd 10 years .
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The following table sets forth activity for goodirvdind other intangible assets for the period:

Years Ended December 31,

2013 2012 2011
(in thousands)
Total goodwill, beginning of period $ 11555 % 11555 % 109,63¢
Established through acquisitions 228,39t — 5,91¢
Total goodwill, end of period 343,95: 115,55¢ 115,55¢

Other intangible assets, net
Core deposit intangible:

Gross core deposit intangible balance, beginnirgeoibd 32,44 32,44 26,65:
Accumulated amortization, beginning of period (16,720 (12,274 (7,95¢€)
Core deposit intangible, net, beginning of period 15,72: 20,16¢ 18,69¢
Established through acquisitions 15,257 — 5,78¢
CDI current period amortization (6,04%) (4,44%) (4,319
Total core deposit intangible, end of period 24,93¢ 15,72: 20,16¢
Intangible assets not subject to amortization 91¢ — —
Other intangible assets, net at end of period 25,85: 15,72: 20,16¢
Total goodwill and intangible assets, end of period $ 369,80: $ 131,270 § 135,72

The following table provides the estimated futumeétization expense of core deposit intangiblegtiersucceeding five years:

Years Ending December 31, (in thousands)

2014 $ 5,96:
2015 4,93¢
2016 4,19¢
2017 3,361
2018 2,50(

11. Deposits

Year-end deposits are summarized in the followalzie:

December 31,
2013 2012

(in thousands)

Core deposits:

Demand and other noninterest-bearing $ 2,171,70. % 1,321,17
Interest-bearing demand 1,170,001 870,82:
Money market 1,569,26: 1,043,45!
Savings 496,44« 314,37:
Certificates of deposit less than $100,000 288,94: 252,54
Total core deposits 5,696,35 3,802,36!
Certificates of deposit greater than $100,000 201,49¢ 212,92:
Certificates of deposit insured through CDARS® 19,48¢ 26,72(
Brokered money market accounts 41,76¢ —
Subtotal 5,959,10! 4,042,011
Valuation adjustment resulting from acquisition @aating 367 75

Total deposits $ 595947 $ 4,042,08!
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Overdrafts of $1.1 million and $528 thousand wedassified as loan balances at December 31, 20d2@12 , respectively.

The following table shows the amount and maturftiime deposits that had balances of $100,000 eatgr:

Years Ending December 31, (in thousands)
2014 $ 172,42.
2015 28,55¢
2016 11,83¢
2017 4,81(C
2018 2,162
Thereafter 10€
Total $ 219,89(

12. Federal Home Loan Bank and Federal Reserve Bank Boywings

FEDERAL HOME LOAN BANK

The Company has entered into borrowing arrangenvetiishe FHLB of Seattle to borrow funds undehars-term floating rate cash
management advance program and fixed-term loareagmets. All borrowings are secured by stock offH&B and a blanket pledge of
qualifying loans receivable. At December 31, 2013 B advances were scheduled to mature as follows:

Federal Home Loan Bank Advances
Fixed rate advances

Wtd Avg Rate Amount
(dollarsin thousands)
Within 1 year 02% $ 30,00(
Over 1 through 5 years 5.6€% 1,00C
Due after 10 years 5.31% 5,00(
Total 36,00(
Valuation adjustment from acquisition accounting 60€
Total $ 36,60¢

The maximum, average outstanding and year-end txedaend average interest rates on advances frortHhB were as follows for the
years ended December 2013, 2012 and 2011 :

Years ended December 31,

2013 2012 2011
(dollarsin thousands)
Balance at end of year $ 36,60¢ $ 6,64< $ 119,00¢
Average balance during the year $ 51,03( $ 100,33 $ 120,41
Maximum month-end balance during the year $ 190,63: $ 118,96 $ 127,42¢
Weighted average rate during the year 1.12% 2.7<% 2.7¢%
Weighted average rate at December 31 1.0% 5.42% 2.81%

FHLB advances are collateralized by the following:

December 31,
2013 2012

(in thousands)

Recorded value of blanket pledge on loans recegvabl $ 1,075,38 $ 443,41¢
Total 1,075,38" % 443,41
FHLB borrowing capacity $ 1,037,145 $ 435,18¢
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FEDERAL RESERVE BANK

The Company is also eligible to borrow under thddfal Reserve Bank’s primary credit program, incilgdhe Term Auction Facility
auctions. All borrowings are secured by certairdgésl available for sale investment securities.

Although the Company has not had FRB borrowinghénlast three years, the Company pledges secuaitid loans for borrowing
capacity at the Federal Reserve Bank.

The following table shows amounts pledged to thedeFe@ Reserve Bank:

December 31,

2013 2012
(in thousands)

Fair value of investment securities $ 40,21  $ 45,64

Recorded value of pledged commercial loans 45,24; 13,81¢

Total $ 8545 $ 59,45¢

Federal Reserve Bank borrowing capacity $ 8545: % 59,45¢

13. Other Borrowings
Securities Sold Under Agreements to Repurchase

The Company has entered into wholesale repurchigeemments with certain brokers. At December 313201d 2012 , the Company
held $25.0 million in wholesale repurchase agregmeith an interest rate of 1.88% . Securities labée for sale with a carrying amount of
$28.2 million at December 31, 2013 were pledgeco#iateral for the repurchase agreement borrowilge.broker holds the securities while
the Company continues to receive the principaliatetest payments from the securities. Upon matafithe agreement, the pledged secur
will be returned to the Company.

14. Derivatives and Balance Sheet Offsettir

The Company periodically enters into certain conuia¢toan interest rate swap agreements in ordpragide commercial loan
customers the ability to convert from variableiti@fl interest rates. Under these agreements, thgp@ay enters into a variable-rate loan
agreement with a customer in addition to a swapegent. This swap agreement effectively convedstistomer’s variable rate loan into a
fixed rate. The Company then enters into a corneging swap agreement with a third party in ordesffset its exposure on the variable and
fixed components of the customer agreement. Aftieeest rate swap agreements with the customershand parties are not designated as
hedges under the Derivatives and Hedging topib®RASB ASC, the instruments are marked to markearnings. The notional amount of
open interest rate swap agreements at Decembg033,and 2012 was $179.5 million and $177.0 millioespectively. There was no impact
to the statement of operations for the years enbegember 31, 2013, 2012 and 2011 .

The following table presents the fair value andibak sheet classification of derivatives not destiegh as hedging instruments at
December 31, 2013 and 2012 :

Asset Derivatives Liability Derivatives
2013 2012 2013 2012
Balance Sheet Balance Sheet Balance Sheet Balance Sheet
(in thousands) Location Fair Value Location Fair Value Location Fair Value Location Fair Value

Interest rate contracts Other assets $ 9,04¢ Other assets $ 14,92: Other liabilities $ 9,04¢ Other liabilities $ 14,92
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The Company is party to interest rate swap agretsraamd repurchase agreements that are subjectoiceable master netting
arrangements or similar agreements. Under theseagnts, the Company may have the right to né¢ settitiple contracts with the same
counterparty. The following tables show the grogerest rate swap agreements and repurchase agitsaémthe consolidated balance sheets
and the respective collateral received or pledgeatié form of other financial instruments, whiclke generally marketable securities. The
collateral amounts in these tables are limitedhéodutstanding balances of the related assethilitija Therefore, instances of
overcollateralization are not shown.

Net Amounts of

Gross Amounts Assets/Liabilities Gross Amounts Not Offset in the
Gross Amounts of Offset in the Presented in the Consolidated Balance Sheets
Recognized Consolidated Consolidated Balance
Assets/Liabilities Balance Sheets Sheets Collateral Posted Net Amount
December 31, 2013 (in thousands)
Assets
Interest rate contracts $ 9,04 % — 3 9,04¢ $ — 3 9,04¢
Liabilities
Interest rate contracts $ 9,042 $ — 3 9,04 $ (9,042 $ —
Repurchase agreements $ 25,000 $ —  $ 25,000 $ (25,000 $ —
December 31, 2012
Assets
Interest rate contracts $ 14,92:  $ — 3 14,92:  $ — 3 14,92:
Liabilities
Interest rate contracts $ 14,92:  $ —  $ 14,92: % (14,92) $ —
Repurchase agreements $ 25,000 $ — $ 25,000 $ (25,000 $ =

15. Employee Benefit Plan
401(k) Plan

The Company maintains defined contribution andipstfaring plans in conformity with the provisiooisection 401(k) of the Internal
Revenue Code. The Columbia Bank 401(k) and Profitri@g Plan (the “401(k) Plan”), permits eligiblelGmbia Bank employees, those who
are at least 18 years of age and have completedaiths of service, to contribute up to 75% ofrtledigible compensation to the 401(k) Plan.
On a per pay period basis the Company is requaredatch 50% of employee contributions up to 3%aafheemployee eligible compensatio
Additionally, as determined annually by the Boafdoectors of the Company, the 401(k) Plan prosiflar a non-matching discretionary
profit sharing contribution. The Company contrittlg&L.9 million during 2013, $1.4 million during 28, and $1.2 million during 2011 , in
matching funds to the 401(k) Plan. The Companyssmitionary profit sharing contributions were $#illion during 2013, $2.9 millionluring
2012 and $2.6 million during 2011 .

Employee Stock Purchase PI

The Company maintains an “Employee Stock Purch&s® Rhe “ESP Plan”) in which substantially all ployees of the Company are
eligible to participate. The ESP Plan providesipguants the opportunity to purchase common std¢ke® Company at a discounted price.
Under the ESP Plan, participants can purchase constock of the Company for 90% of the lowest pooeeither the first or last day in each
of two six month look-back periods. The look-baekipds are January 1st through June 30th and 3ulhtbugh December 31st of each
calendar year. The 10% discount is recognized &yCibmpany as compensation expense and does noa ma&eerial impact on net income or
earnings per common share. Participants of the&®purchased 32,598 shares for $686 thousarn@li® 239,393 shares for $725 thousand
in 2012 and 39,989 shares for $690 thousand in 28& December 31, 2013 there were 575,912 shawatable for purchase under the ESP
plan.

Supplemental Compensation Plan

The Company maintains supplemental compensatiamgements (“Unit Plans”) to provide benefits fortam employees. The Unit
Plans generally vest over a 4-10 year period aadige a fixed annual benefit over a 5-10 year mgkrt December 31, 2013 and 2012 the
liability associated with these plans was $4.7iomlland $4.7 million , respectively. Expense assted with these plans for the years ended
December 31, 2013, 2012 and 2011 was $458 thoysk6iV thousand and $655 thousand , respectively.
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Supplemental Executive Retirement Plan

The Company maintains a supplemental executiveereéint plan (the “SERP”), a nonqualified deferrethpensation plan that provides
retirement benefits to certain highly compensatextetives. The SERP is unsecured and unfundedhene &re no program assets. The SERF
projected benefit obligation, which representswbsted net present value of future payments twididals under the plan is accrued over the
estimated remaining term of employment of the pardints and has been determined by actuarial vafuasing the “RP-2000 Annuity
Mortality Table” for the mortality assumptions adidcount rate of 5.10% for both 2013 and 2012 .i#althl assumptions and features of the
plan are a normal retirement age of 65 and a 2%a st of living benefit adjustment. The projecbenefit obligation is included in other
liabilities on the Consolidated Balance Sheets.

The following table reconciles the accumulatediligbfor the projected benefit obligation:

December 31,

2013 2012
(in thousands)
Balance at beginning of year $ 11,61¢ $ 11,237
Established through acquisitions 3,39¢ —
Change in actuarial loss 2,21 (80)
Benefit expense 1,88( 1,015
Benefit payments (2,687%) (55¢)
Balance at end of year $ 16,420 % 11,61¢

The benefits expected to be paid in conjunctiomtie SERP are presented in the following table:

Years Ending December 31, (in thousands)
2014 $ 1,70z
2015 97¢
2016 994
2017 1,08¢
2018 1,35¢
2019 through 2023 8,85z
Total $ 14,96¢

16. Commitments and Contingent Liabilities

Lease CommitmentsThe Company leases locations as well as equiporetdr various non-cancellable operating leasesettte
between 2014 and 2045 . The majority of the leasatin renewal options and provisions for increaneental rates based on an agreed upo
index or predetermined escalation schedule. Asagfelinber 31, 2013, minimum future rental paymemslusive of taxes and other charges,
of these leases were:

Years Ending December 31, (in thousands)
2014 $ 8,03:
2015 6,787
2016 4,84
2017 3,64
2018 3,111
Thereafter 13,10¢
Total minimum payments $ 39,52¢

Total rental expense on buildings and equipmentpheental income of $673 thousand , $639 thousarti$655 thousand , was $8.5
million , $4.5 million and $4.6 million , for theears ended December 31, 2013, 2012 and 2011ectesyy.
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Financial Instruments with Off-Balance Sheet Rigkthe normal course of business, the Company makescommitments (typically
unfunded loans and unused lines of credit) andesstandby letters of credit to accommodate thenfiial needs of its customers.

Standby letters of credit commit the Company to enp&yments on behalf of customers under specifiaditons. Historically, no
significant losses have been incurred by the Compader standby letters of credit. Both arrangeméate credit risk essentially the same ac
that involved in extending loans to customers amdsabject to the Company’s normal credit policiesluding collateral requirements, where
appropriate. At December 31, 2013 and 2012 , thefamy’s loan commitments amounted to $1.37 bilaod $888.5 million , respectively.
Standby letters of credit were $36.7 million an® $1million at December 31, 2013 and 2012 , respelgt In addition, commitments under
commercial letters of credit used to facilitatetonsers’ trade transactions and other off-balaneeskhabilities amounted to $2.7 million and
$46 thousand at December 31, 2013 and 2012 , rdsglgc

Legal ProceedingsThe Company and its subsidiaries are from timénie tdefendants in and are threatened with variegal |
proceedings arising from their regular busineswities. Management, after consulting with legaliosel, is of the opinion that the ultimate
liability, if any, resulting from these pendingthreatened actions and proceedings will not haveterial effect on the financial statements of
the Company.

Exit or disposal activitiestn conjunction with the acquisition of West Coasrtain facilities owned or leased by the Comparyew
evaluated for ongoing economic benefit. From tivaluation, the decision was made to cease usingiodacilities. As a result, in addition to
recording a cease-use liability at December 31326151.4 million , the Company also made a changsstimate for the useful lives of the
fixed assets associated with these facilities, ivhiccelerated depreciation by $1.4 milliarthe current period. The total current periodenga
related to the exit activities of $2.8 million weeorded in the noninterest expense line i@taupancyin the Consolidated Statements of
Income. The total expected expense related toxheadtivities is $4.0 million . The remaining expe of $1.2 million is expected to be
incurred in 2014.

17. Shareholders’Equity

Preferred Stockin conjunction with the acquisition of West Codabg Company issued 8,782 shares of mandatorilyertibie
cumulative participating preferred stock, Serie§Be Series B Preferred Stock is not subject totieration of a sinking fund. The Series B
Preferred Stock is not redeemable by the Compadysaperpetual with no maturity. The holders ofi&eB Preferred Stock have no general
voting rights. If the Company declares and payi&/@end to its common shareholders, it must decaue: pay to its holders of Series B
Preferred Stock, on the same date, a dividend emawunt per share of the Series B Preferred Statkig intended to provide such holders
dividends in the amount they would have receiveshdres of Series B Preferred Stock had been daavieto Common Stock as of that date.
The outstanding shares of Series B Preferred Staekonvertible into 102,363 shares of Company Com8tock.

Warrants to Purchase Common Stdeckconjunction with the acquisition of West Codbe Company issued Amended and Restated
Warrants (the "Warrants") to purchase an aggregjatke4,639 shares of Company common stock at ariegeurice of $8.58 per share%ir9.0
million in aggregate. The Company's Amended and Restate@ditaamended and restated Class C Warrants palyiissued by West Coa
The Warrants were immediately exercisable andexitlire on October 23, 2016.

Dividends.On January 24, 2013 , the Company declared a glyactesh dividend of $0.10 per share payable orrdely 20, 2013 to
shareholders of record as of the close of busioes$sbruary 6, 2013 . On April 24, 2013 the Compdeglared a quarterly cash dividend of
$0.10 per share payable on May 22, 2013 to shatetwbf record at the close of business May 8, 2@3 July 25, 2013 the Company
declared a quarterly cash dividend of $0.10 pereshayable on August 21, 2013 to shareholdersanirdeat the close of business August 7,
2013 . On October 24, 2013 the Company declaracheterly cash dividend of $0.11 per share payablBlavember 20, 2013 to shareholders
of record at the close of business November 6, 2@ sequent to year end, on January 23, 201@dhepany declared a quarterly cash
dividend of $0.12 per share payable on Februar2@®4 , to shareholders of record at the closaisiness on February 5, 2014 .

The payment of cash dividends is subject to Fedegallatory requirements for capital levels anceotiestrictions. In addition, the cash
dividends paid by Columbia Bank to the Companysaitgect to both Federal and State regulatory reqments.
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Stock Repurchase Program

In 2011, the Board of Directors authorized the repase of 2 million shares of Columbia common stdtle Company may purchase the
shares from time to time in the open market omrimgte transactions, under conditions which allmetsrepurchases to be accretive to earning
per share while maintaining capital ratios thatesxtthe guidelines for a well-capitalized finanaistitution. No shares were repurchased
under the stock repurchase program during 20132 202011 .

18. Accumulated Other Comprehensive Income

The following table shows changes in accumulatéérotomprehensive income (loss) by component y#gar ended December 31,

2013
Unrealized Gains and Unrealized Gains and
Losses on Available-for- Losses on Pension
Sale Securities (1) Plan Liability (1) Total (1)

Year ended December 31, 2013 (in thousands)

Beginning balance $ 20,91¢ $ (769 $ 20,14¢
Other comprehensive loss before reclassifications (30,727 (1,439 (32,159
Amounts reclassified from accumulated other comgmsive income
(2) (299 26& 39

Net current-period other comprehensive loss (31,02¢ (1,167 (32,199

Ending balance $ (10,109 $ (1,939 $ (12,049

(1) All amounts are net of tax. Amounts in paresiféndicate debits.
(2) See following table for details about thesdassifications.

The following table shows details regarding thdassifications from accumulated other comprehenisiveme for the year ended
December 31, 2013 :

Amount Reclassified from

Accumulated Other Comprehensive Affected line Item in the Consolidated
Income Statement of Income
Year Ended

December 31, 2013

(in thousands)
Unrealized gains and losses on available-for-sadarsties
$ 462 Investment securities gains, net
462 Total before tax
(163  Income tax provision
$ 29¢ Net of tax

Amortization of pension plan liability

Compensation and employee
Actuarial losses $ (400)  benefits

(400) Total before tax
13¢ Income tax benefit

$ (265)  Net of tax
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19. Fair Value Accounting and Measuremen

The Fair Value Measurements and Disclosures tdpiceoFASB ASC defines fair value, establishes @sesient framework for
measuring fair value and expands disclosure reqp@ngs about fair value. We hold fixed and variahte interest-bearing securities,
investments in marketable equity securities anthoeother financial instruments, which are car@¢dair value. Fair value is determined be
upon quoted prices when available or through tleeafi@lternative approaches, such as matrix or imwiteéng, when market quotes are not
readily accessible or available.

The valuation techniques are based upon obseraabl@nobservable inputs. Observable inputs refilecket data obtained from
independent sources, while unobservable inputsatedlur own market assumptions. These two typ@gpots create the following fair value
hierarchy:

Level 1 — Quoted prices for identical instrumemtactive markets that are accessible at the maasuatedate.

Level 2 — Quoted prices for similar instrumentsaative markets; quoted prices for identical or Bminstruments in markets that are not
active; and model derived valuations whose inprgsaservable or whose significant value driveesarservable.

Level 3 — Prices or valuation techniques that negimputs that are both significant to the faimeameasurement and unobservable.

Fair values are determined as follows:

Securities at fair value are priced using a combnaof market activity, industry recognized infaation sources, yield curves, discour
cash flow models and other factors. These fairesahlculations are considered a Level 2 input neethwler the provisions of the Fair Value
Measurements and Disclosures topic of the FASB A8@ll securities other than U.S. Treasury notdsch are considered a Level 1 input
method.

Interest rate contract positions are valued in fsdehich use as their basis, readily observablikeatgparameters and are classified
within Level 2 of the valuation hierarchy.
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The following table sets forth the Company’s finhassets and liabilities that were accountedfdair value on a recurring basis at
December 31, 2013 and 2012 by level within thevfalue hierarchy. Financial assets and liabilitiess classified in their entirety based on the
lowest level of input that is significant to therfaalue measurement:

. Fair Value Measurements at Reporting Date Using
Fair value at

December 31, 2013 Level 1 Level 2 Level 3

(in thousands)
Assets
Securities available for sale

U.S. government agency and sponsored enter|
mortgage-back securities and collateralized

mortgage obligations $ 948,40¢ % — 3 948,40¢ % =
State and municipal securities 364,47( — 364,47( —
U.S. government agency and government-
sponsored enterprise securities 326,03¢ — 326,03¢ —
U.S. government securities 20,11« 20,11« — —
Other securities 5,08( — 5,08( —
Total securities available for sale $ 1,664,117  $ 20,11  $ 1,643,99 $ —
Other assets (Interest rate contracts) $ 9,04¢ % — % 9,04¢ % =
Liabilities
Other liabilities (Interest rate contracts) $ 9,042 % — 3 9,04¢  $ =
Fair value at Fair Value Measurements at Reporting Date Using
December 31, 2012 Level 1 Level 2 Level 3
(in thousands)
Assets
Securities available for sale
U.S. government agency and sponsored enter|
mortgage-back securities and collateralized
mortgage obligations $ 572,36¢ % — 3 572,36¢ $ =
State and municipal debt securities 285,57" — 285,57" —
U.S. government agency and government-
sponsored enterprise securities 120,50: — 120,50: —
U.S. government securities 19,82¢ 19,82¢ — —
Other securities 3,392 — 3,392 —
Total securities available for sale $ 1,001,66! $ 19,82¢ $ 981,83’ $ —
Other assets (Interest rate contracts) $ 14,92. % —  $ 14,92 $ =
Liabilities
Other liabilities (Interest rate contracts) $ 1492 % — 3 14,92 $ =

There were no transfers between Level 1 and LewéltRe valuation hierarchy during the years endedember 31, 2013 and 201Zhe
Company recognizes transfers between levels ofdhetion hierarchy based on the valuation levéhatend of the reporting period.
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Nonrecurring Measurements

Certain assets and liabilities are measured av&hire on a nonrecurring basis after initial redtgn such as loans measured for
impairment and OREO. The following methods weraluseestimate the fair value of each such clagsmancial instrument:

Impaired loans —A loan is considered to be impaired when, basedusrent information and events, it is probable tha Company
will be unable to collect all amounts due (botlemest and principal) according to the contracteahs of the loan agreement. Impaired loans
are measured based on the present value of exfettieel cash flows discounted at the loan’s effectnterest rate, a loan’s observable marke
price, or the fair market value of the collatersdd estimated costs to sell if the loan is a eatdidependent loan. Generally, the Company
utilizes the fair market value of the collaterahteasure impairment. The impairment evaluationpar®rmed in conjunction with the ALLL
process on a quarterly basis by officers in thecBb€redits group, which reports to the Chief Gr&fficer. The Real Estate Appraisal
Services Department ("REASD"), which also repaootthe Chief Credit Officer, is responsible for dbilag appraisals from third-parties or
performing internal evaluations. If an appraisadlisained from a third-party, the REASD reviews dppraisal to evaluate the adequacy of the
appraisal report, including its scope, methodsyemy, and reasonableness.

Other real estate owned and other personal propertpwned ("OPPO") —OREO and OPPO is real and personal property ligat t
Bank has taken ownership of in partial or full sction of a loan or loans. OREO and OPPO arergiyeneasured based on the item's fair
market value as indicated by an appraisal or arleftintent to purchase. OREO and OPPO are redatithe lower of the carrying amount or
fair value less estimated costs to sell. This arhbenomes the property’s new basis. Any write-dotamsed on the property fair value less
estimated costs to sell at the date of acquisdiencharged to the allowance for loan and leasesodManagement periodically reviews OREO
and OPPO in an effort to ensure the property isgezhat the lower of its new basis or fair valuet of estimated costs to sell. Any write-downs
subsequent to acquisition are charged to earnifgsinitial and subsequent write-down evaluatiarsperformed by officers in the Special
Credits group, which reports to the Chief Credificgfr. The REASD obtains appraisals from third-jgerfor OREO and OPPO and performs
internal evaluations. If an appraisal is obtaineanf a third-party, the REASD reviews the appratisavaluate the adequacy of the appraisal
report, including its scope, methods, accuracy,raadonableness.

The following table sets forth the Company’s astets were measured using fair value estimatesrmneecurring basis at December
31, 2013 and 2012 :

) Fair Value Measurements at Reporting Date Using Losses During the
Fair value at Year Ended
December 31, 2013 Level 1 Level 2 Level 3 December 31, 2013
(in thousands)
Impaired loans $ 8,97¢ % — % — 3 8,97: % 1,53¢
Noncovered OREO 5,08( — — 5,08( 994
Covered OREO 61 — — 612 23¢
$ 14,66¢ $ — $ — $ 14,66¢ $ 2,76¢
_ Fair Value Measurements at Reporting Date Using Losses During the
Fair value at Year Ended
December 31, 2012 Level 1 Level 2 Level 3 December 31, 2012
(in thousands)
Impaired loans $ 10,59¢ $ — % — % 10,59¢ % 3,891
Noncovered OREO 10,97( — — 10,97( 3,78¢
Covered OREO 2,66: — — 2,66: 1,03z
Noncovered OPPO 21C — — 21C 3¢
$ 24,44; $ = $ — $ 24,44 $ 8,75(

The losses on impaired loans disclosed above représe amount of the specific reserve and/or ahrafts during the period applicable
to loans held at period end. The amount of theiipe@eserve is included in the allowance for Igard lease losses. The losses on noncovere
OREO disclosed above represent the write-downstakéoreclosure that were charged to the allowdoickan and lease losses, as well as
subsequent write-downs from updated appraisalsatbed charged to earnings.
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Quantitative information about Level 3 fair value measurements

The range and weighted-average of the significanbaervable inputs used to fair value our LevebBracurring assets during 2013 and
2012 , along with the valuation techniques useel shown in the following tables:

Fair value at Range (Weighted
December 31, 2013 Valuation Technique Unobservable Input Average) (1)

(dollarsin thousands)
Fair Market Value of Adjustment to Appraisal

Impaired loans $ 8,97: Collateral Value N/A (2)
Fair Market Value of Adjustment to Appraisal

Noncovered OREO 5,08C Collateral Value N/A (2)
Fair Market Value of Adjustment to Appraisal

Covered OREO 61: Collateral Value N/A (2)

(1) Discount applied to appraisal value, letteintént to purchase, or stated value (in the caseodunts receivable and inventory).

(2) Quantitative disclosures are not provided fopaired loans, noncovered OREO and covered ORE&ubedhere were no adjustments made to the
appraisal value during the current period.

Fair value at Range (Weighted
December 31, 2012 Valuation Technique Unobservable Input Average) (1)

(dollarsin thousands)
Fair Market Value of Adjustment to Appraisal

Impaired loans $ 10,59¢ Collateral Value N/A (2)
Fair Market Value of Adjustment to Appraisal

Noncovered OREO 10,97C Collateral Value N/A (2)
Fair Market Value of Adjustment to Appraisal

Covered OREO 2,66: Collateral Value N/A (2)
Fair Market Value of Adjustment to Appraisal

Noncovered OPPO 21C Collateral Value N/A (2)

(1) Discount applied to appraisal value, letteintént to purchase, or stated value (in the caseodunts receivable and inventory).

(2) Quantitative disclosures are not provided fiopaired loans, noncovered OREO, covered OREO ancowered OPPO because there were no adjustmen
made to the appraisal value during the currenpgeri

Fair value of financial instruments

Because broadly traded markets do not exist fott mfahe Company’s financial instruments, the faitue calculations attempt to
incorporate the effect of current market conditiaha specific time. These determinations are stibbgin nature, involve uncertainties and
matters of significant judgment and do not incltaeramifications; therefore, the results cannotibrmined with precision, substantiated by
comparison to independent markets and may notdzed in an actual sale or immediate settlemeth@instruments. There may be inherent
weaknesses in any calculation technique, and clsangbe underlying assumptions used, includingailist rates and estimates of future cash
flows, could significantly affect the results. Fal of these reasons, the aggregation of the fdirescalculations presented herein do not
represent, and should not be construed to reprabeninderlying value of the Company.
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The following methods and assumptions were usestimate the fair value of each class of finanicistruments for which it is
practicable to estimate that value:

Cash and due from banks and interest-earning depdsiwith banks—The fair value of financial instruments that aher-term or
reprice frequently and that have little or no sk considered to have a fair value that approxémearrying value (Level 1).

Securities available for sale—Securities at fair value, other than U.S. Treadmyes, are priced using a combination of markgviag,
industry recognized information sources, yield esivdiscounted cash flow models and other factaeq] 2). U.S. Treasury Notes are priced
using quotes in active markets (Level 1).

Federal Home Loan Bank stock—The fair value is based upon the par value oktbek which equates to its carrying value (Level 2)

Loans—Loans are not recorded at fair value on a recgriasis Nonrecurring fair value adjustments are periodycedcorded on
impaired loans that are measured for impairmergdas the fair value of collateral. For most perfing loans, fair value is estimated using
expected duration and lending rates that would hees offered on December 31, 2013 or 2012 fordeamch mirror the attributes of the
loans with similar rate structures and average niags. The fair values resulting from these cadtioins are reduced by an amount representir
the change in estimated fair value attributablehtanges in borrowers’ credit quality since the oaere originated. For nonperforming loans,
fair value is estimated by applying a valuatiorcdist based upon loan sales data from the FDICc&wared loans, fair value is estimated by
discounting the expected future cash flows usitending rate that would have been offered on Deeer8l, 2013 (Level 3).

FDIC loss-sharing asset—The fair value of the FDIC loss-sharing assestingated based on discounting the expected fuash flows
using an estimated market rate (Level 3).

Interest rate contracts—Interest rate contracts are valued in models, whie as their basis, readily observable marketnpeters
(Level 2).

Deposits—For deposits with no contractual maturity, the failue is equal to the carrying value (Level I)eTair value of fixed
maturity deposits is based on discounted cash fimirgy the difference between the deposit ratecangnt market rates for deposits of similar
remaining maturities (Level 2).

FHLB advances—The fair value of FHLB advances is estimated basediscounting the future cash flows using thekearate
currently offered (Level 2).

Repurchase agreements—The fair value of securities sold under agreen@n¢purchase is estimated based on discountinfythe
cash flows using the market rate currently offgtesivel 2).

Other Financial Instruments —The majority of our commitments to extend credid standby letters of credit carry current market
interest rates if converted to loans, as suchyirayivalue is assumed to equal fair value.
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The following tables summarize carrying amounts @stimated fair values of selected financial insteats for the periods indicated:

December 31,

2013
Carrying Fair
Amount Value Level 1 Level 2 Level 3
(in thousands)
Assets
Cash and due from banks $ 16503 $ 16503( $ 16503 $ — 3 —
Interest-earning deposits with banks 14,53: 14,53 14,53: = =
Securities available for sale 1,664,11 1,664,11 20,11« 1,643,99 —
FHLB stock 32,52¢ 32,52¢ = 32,52¢ —
Loans held for sale 73t 73¢ — 73¢ —
Loans 4,444.84; 4,605,03:! — — 4,605,03
FDIC loss-sharing asset 39,84¢ 11,24¢ — — 11,24¢
Interest rate contracts 9,04¢ 9,04 — 9,04+ =
Liabilities
Deposits $ 5,959,470 $ 5958,74 $ 544954 $ 509,20: $ —
FHLB advances 36,60¢ 35,08( — 35,08( —
Repurchase agreements 25,00( 26,36: = 26,36 =
Interest rate contracts 9,04¢ 9,04 — 9,04 —
December 31,
2012
Carrying Fair
Amount Value Level 1 Level 2 Level 3
(in thousands)
Assets
Cash and due from banks $ 12457. $ 12457 $ 124570 $ — 8 —
Interest-earning deposits with banks 389,35: 389,35: 389,35: = =
Securities available for sale 1,001,66! 1,001,66! 19,82¢ 981,83 —
FHLB stock 21,81¢ 21,81¢ = 21,81¢ —
Loans held for sale 2,562 2,56 — 2,56: —
Loans 2,864,80: 2,944,31 = = 2,944,31
FDIC loss-sharing asset 96,35¢ 26,54: — — 26,54
Interest rate contracts 14,92: 14,92: — 14,92: =
Liabilities
Deposits $ 4,042,08 $ 4,04322 $ 354982 $ 493,40 $ —
FHLB advances 6,64 5,89 — 5,89¢ —
Repurchase agreements 25,00( 26,46 = 26,464 —
Interest rate contracts 14,92: 14,92: — 14,92: —

20. Earnings per Common Shari

The Company applies the two-class method of comguiasic and diluted EPS. Under the two-class nietBBS is determined for each
class of common stock and participating securigoeaing to dividends declared and participatiomtsgn undistributed earnings. The
Company issues restricted shares under share-basgzknsation plans and preferred shares whichfg@eliparticipating securities.
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The following table sets forth the computation abiz and diluted earnings per share for the peiiutisated:

Year Ended December 31,

2013 2012 2011
(in thousands except per share)

Basic EPS:
Net income $ 60,01¢ % 46,14:  $ 48,031
Less: Earnings allocated to participating secigitie

Preferred shares 95 — —

Nonvested restricted shares 52¢ 44: 45(
Earnings allocated to common shareholders $ 59,39¢ % 45700 % 47,58’
Weighted average common shares outstanding 47,99: 39,26( 39,10:
Basic earnings per common share $ 122 % 1.1¢ $ 1.22
Diluted EPS:
Earnings allocated to common shareholders (1) $ 59,407 % 4570  $ 47,58t
Weighted average common shares outstanding 47,99: 39,26( 39,10¢
Dilutive effect of equity awards and warrants 1,05¢ 3 77
Weighted average diluted common shares outstanding 49,05 39,26: 39,18(
Diluted earnings per common share $ 121 $ 1.1€  $ 1.21

Potentially dilutive share options that were nafuded in the computation of
diluted EPS because to do so would be anti-dilutive 64 9 53

(1) Earnings allocated to common shareholders for zasiadiluted EPS may differ under the two-classhogs a result of adding common stock equivafentsptions and
warrants to dilutive shares outstanding, whichraltee ratio used to allocate earnings to commare$tolders and participating securities for thgpses of calculating
diluted EPS.

21. ShareBased Payment

At December 31, 2013, the Company had one eqaitypensation plan (the “Plan”), which is sharehokgroved, that provides for the
granting of share options and shares to eligiblpleyees and directors up to 3,113,592 shares.

Share AwardsRestricted share awards provide for the immedgseance of shares of Company common stock to diigeet, with
such shares held in escrow until certain servicalitions are met, generally four years of contirseabVice. Recipients of restricted shares do
not pay any cash consideration to the Companyhfoshares, have the right to vote all shares stutgjestich grant, and receive all dividends
with respect to such shares, whether or not theestieave vested. The fair value of share awaregual to the fair market value of the
Company’s common stock on the date of grant.
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A summary of changes in the Company’s nonvesterestend related information for the years endeceBéer 31, 2013 , 2012 and
2011 is presented below:

Weighted

Average

Grant-Date

Nonvested Shares Shares Fair Value
Nonvested at January 1, 2011 353,28! $ 21.1¢
Granted 133,35( $ 19.4¢
Vested (209,03) $ 25.7:
Forfeited (14,929 $ 18.8¢
Nonvested at December 31, 2011 362,670 $ 19.2¢
Granted 180,84. $ 21.3:
Vested (118,51) $ 21.6¢
Forfeited (40,91 $ 18.6(
Nonvested at December 31, 2012 384,09 $ 19.5¢
Granted 203,44. % 20.7¢
Vested (117,15) $ 16.9(
Forfeited (59,78() $ 20.2¢
Nonvested at December 31, 2013 410,59t $ 20.7¢

As of December 31, 2013, there was $6.4 milliototdl unrecognized compensation cost related hwested share-based compensatio
arrangements granted under the Plan. That cogpeced to be recognized over a weighted averagedoef 2.3 years. The total fair value, as
measured on the date of vesting, of shares vesigdhe years ended December 31, 2013, 201@ 2641 was $2.5 million , $2.5 million ,
and $2.2 million , respectively.

Share OptionsOption awards are generally granted with an exengige equal to the market price of the Compastgsk at the date of
grant; those option awards generally vest basetiree years of continual service and are exer@daibla five -year period after vesting.
Option awards granted have a 10 -year maximum term.

The fair value of each option award is estimatedhendate of grant using the Black-Scholes opt@ination model. The fair value of all
options is amortized on a straight-line basis dkierrequisite service periods, which are genetbhiyvesting periods. The expected life of
options granted represents the period of timettiegt are expected to be outstanding. The expeifteid determined based on historical
experience with similar awards, giving consideratio the contractual terms and vesting schedubgseed volatilities of our common stock
are estimated at the date of grant based on tharibed volatility of the stock. The volatility faor is based on historical stock prices over the
most recent period commensurate with the estimatpdcted life of the award. The risk-free interast is based on the U.S. Treasury curve i
effect at the time of the award. The expected éindlyield is based on dividend trends and the madae of the Compang’stock price at tt
time of the award.

A summary of option activity under the Plan as etcBmber 31, 2013, and changes during the yeaetiaad is presented below. The
options granted during 2013 relate to the acquoisitif West Coast.

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Options Shares Price Term ($000)
Balance at December 31, 2012 25,95: $ 20.1:
Granted 222,11 % 64.1]
Forfeited (83,289 $ 69.27
Expired (12,549 % 81.7¢
Exercised (36,03) $ 11.4¢
Balance at December 31, 2013 116,19 $ 65.0] 28 $ 55C
Total Exercisable at December 31, 2013 116,19 $ 65.01 28 $ 55C
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The total intrinsic value of options exercised dgrthe years ended December 31, 2013 , 2012 ,Gkd\®as $410 thousand , $5
thousand , and $65 thousand , respectively. N@ogtivere granted in 2012 or 2011 .

As of December 31, 2013, outstanding stock optammsist of the following:

Weighted Average

Number of Weighted Average Weighted Average Number of Exercise Price of
Ranges of Option Remaining Exercise Price of Exercisable Exercisable Option
Exercise Prices Shares Contractual Life Option Shares Option Shares Shares
$0.00 - $9.99 29,60: 50 $ 9.91 29,60: $ 9.91
$10.00 - $19.99 2,87¢ 10 $ 17.3¢ 2,87¢ $ 17.3¢
$30.00 - $39.99 4,051 31 % 30.8¢ 4,051 $ 30.8¢
$40.00 - $49.99 34¢ 45 $ 44.4¢ 34¢ $ 44.4¢
$50.00 - $146.41 79,31¢ 20 $ 89.1¢4 79,31¢ $ 89.1¢4
$0.00 - $146.41 116,19 28 $ 65.01 116,19 g 65.01

It is the Company’s policy to issue new sharessfare option exercises and share awards. The Coneppenses awards of share
options and shares on a straight-line basis owerdlated vesting term of the award. For the 12thmanded December 31, 2013, 2012 and
2011 , the Company recognized pre-tax share-basagensation expense of $2.8 million , $1.6 millgovd $1.6 million , respectively.

22. Income Tax

The components of income tax expense (benefitasifellows:

Years Ended December 31,

2013 2012 2011
(in thousands)
Current tax expense $ 2158: % 21,21t $ 21,68¢
Deferred tax expense (benefit) 5,41 (3,656 (3,789
Total $ 26,99 % 17,56: $ 17,90¢

Significant components of the Company’s deferredatssets and liabilities are as follows:

December 31,
2013 2012

(in thousands)

Deferred tax assets:

Allowance for loan and lease losses $ 27,19¢ % 30,021
Supplemental executive retirement plan 8,56¢ 6,961
Stock option and restricted stock 917 682
OREO costs 7,92¢ 3,801
Nonaccrual interest 2,35¢ 19z
Purchase accounting 15,55 —
Unrealized loss on investment securities 7,17¢ —
Other 1,741 557
Total deferred tax assets 71,42¢ 42,22%
Deferred tax liabilities:
Asset purchase tax basis difference (7,759 (19,409
FHLB stock dividends (4,159 (1,969
Purchase accounting — (74%)
Deferred loan fees (4,517) (1,755
Unrealized gain on investment securities — (11,150
Depreciation (7,07¢) (1,870

Total deferred tax liabilities (23,507 (36,89)

NiAt AAafavvAad tAav Ann




$ 47,92¢ % 5,33¢
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A reconciliation of the Company’s effective incomag rate with the federal statutory tax rate isciews:

Years Ended December 31,
2013 2012 2011

Amount Percent Amount Percent Amount Percent

(dollarsin thousands)

Income tax based on statutory rate $ 30,45¢ 3% $ 2229 35% $ 23,08 35%

Reduction resulting from:
Tax credits (1,039 ()% (504) ()% (60¢) ()%
Tax exempt instruments (4,119 (5)% (3,906 (6)% (3,829 (6)%
Life insurance proceeds (1,250 (D)% (1,009 2% (76€) D)%
Bargain purchase — — % — — % (2,03¢) (2%
Acquisition costs 1,362 2% — — % — — %
Other, net 1,57¢ 1% 67€ 1% 1,05¢ 2%

Income tax provision $ 26,99 31% $ 17,56: 27% $ 17,90¢ 27 %

As of December 31, 2013 and 2012 , we had no ugrezed tax benefits. Our policy is to recognizerast and penalties on
unrecognized tax benefits in “Provision for incotages” in the Consolidated Statements of Incomerdfwere no amounts related to interest
and penalties recognized for the years ended Dezedih 2013 and 2012 . The tax years subject tmimedion by federal and state taxing
authorities are the years ending December 31, 20032 , 2011 and 2010 . As a result of the actjoisof West Coast, the Company has
Oregon state net operating loss carryforwards 8f3illion , which begin to expire in 2023 and @ua credit carryforwards of $1.7 million ,
which begin to expire in 2014. The amount of casryfards that may be utilized annually is limitedlanSection 382 as a result of the change
in control. Management believes that these camdods will be used in the normal course of businasd as such, has not recorded a valu
allowance.

23. Regulatory Capital Requirements

The Company (on a consolidated basis) and its bagrdibsidiary are subject to various regulatorytabpequirements administered by
the federal banking agencies. Failure to meet miningapital requirements can initiate certain mamgaand possibly additional discretionary
actions by regulators that, if undertaken, couldeha direct material effect on the Company anfatsking subsidiary's financial statements.
Under capital adequacy guidelines and the regyldtamework for prompt corrective action, the Compand its banking subsidiary must
meet specific capital guidelines that involve gitative measures of assets, liabilities, and ceméf-balance sheet items as calculated under
regulatory accounting practices. The capital an®ant classification are also subject to qualiggiddlgments by the regulators about
components, risk weightings, and other factorsniptacorrective action provisions are not applicableank holding companies.

Quantitative measures established by regulati@msuire capital adequacy require the Company amauitking subsidiary to maintain
minimum amounts and ratios (set forth in the follogwtable) of total and Tier 1 capital to risk-wieigd assets (as defined in the regulations)
and of Tier 1 capital to average assets (as defindte regulations). Management believes, as aebder 31, 2013 and 2012 , that the
Company and Columbia Bank met all capital adequeguirements to which they are subject.
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As of December 31, 2013, the most recent notificafrom the Federal Deposit Insurance Corporatategorized Columbia Bank as
well capitalized under the regulatory framework poompt corrective action. To be categorized as eagitalized, an institution must maintain
minimum total risk-based, Tier 1 risk-based, aner T leverage ratios as set forth in the followtialgles. There are no conditions or events
since the notification that management believeg ltdnanged Columbia Bank’s category. The Companyitarznking subsidiary’s actual
capital amounts and ratios as of December 31, 208132012 , are also presented in the followingetabl

To Be Well
Capitalized Under
For Capital Prompt
Adequacy Corrective Action
Actual Purposes Provision
Amount Ratio Amount Ratio Amount Ratio
(dollarsin thousands)

As of December 31, 2013
Total Capital (to risk-weighted assets):

The Company $ 760,34 1468 $ 414,30 8.C% N/A N/A

Columbia Bank $ 700,09¢ 13.52% $ 414,23t 8.(% $ 517,79 10.(%
Tier 1 Capital (to risk-weighted assets):

The Company $ 695,48¢ 13.4% $ 207,15 4.(% N/A N/A

Columbia Bank $ 635,24t 12.2°% $ 207,11 4% $ 310,67¢ 6.C%
Tier 1 Capital (to average assets):

The Company $ 695,48¢ 10.1¢% $ 272,89: 4.(% N/A N/A

Columbia Bank $ 635,24t 9.2% $ 273,56l 4% $ 341,95( 5.C%
As of December 31, 2012
Total Capital (to risk-weighted assets):

The Company $ 652,70« 20.62% $ 253,24. 8.C% N/A N/A

Columbia Bank $ 565,67 17.8% $ 253,24 8.(% $ 316,55t 10.(%
Tier 1 Capital (to risk-weighted assets):

The Company $ 612,58 19.3% $ 126,62: 4.(% N/A N/A

Columbia Bank $ 525,55¢ 16.6(% $ 126,62 4% $ 189,93: 6.C%
Tier 1 Capital (to average assets):

The Company $ 612,58 12.78% $ 191,77¢ 4.(% N/A N/A

Columbia Bank $ 525,55¢ 11.0% $ 189,98t 4% $ 237,48 5.C%
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24. Parent Company Financial Information

Condensed Statements of Income—Parent Company Only

Years Ended December 31,

2013 2012 2011

(in thousands)

Income
Dividend from banking subsidiary $ 183,000 $ 48,95( $ —
Interest-earning deposits 68 152 712
Other income 7 — 17
Total income 183,07! 49,10: 72¢
Expense
Compensation and employee benefits 65¢ 182 88
Long-term obligations — — 57¢
Other borrowings 25¢ — —
Other expense 4,16: 1,19: 1,11«
Total expenses 5,07¢ 1,37¢ 1,781
Income (loss) before income tax expense (benafd)exjuity in undistributed
net income of subsidiaries 177,99° 47,72¢ (1,052
Income tax expense (benefit) (1,557) (43%) 91
Income (loss) before equity in undistributed nebime of subsidiaries 179,54¢ 48,16: (1,149
Equity in undistributed net income (loss) of sukmiigs (119,53) (2,020 49,18(
Net income $ 60,01¢ $ 46,14:  $ 48,03"
Condensed Balance Sheets—Parent Company Only
December 31,
2013 2012
(in thousands)
Assets
Cash and due from banking subsidiary $ 3,006 $ 1,72¢
Interest-earning deposits 50,67¢ 84,91¢
Total cash and cash equivalents 53,68¢ 86,64«
Investment in banking subsidiary 993,00: 676,97:
Investment in other subsidiaries 5,031 —
Other assets 1,952 64¢
Total assets $ 1,053,670 $ 764,26
Liabilities and Shareholders’ Equity
Other liabilities $ 42¢ $ 25¢
Total liabilities 42¢€ 25¢
Shareholders’ equity 1,053,24! 764,00¢
Total liabilities and shareholders’ equity $ 1,053,670 $ 764,26
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Condensed Statements of Cash Flows—Parent Companynlp

Years Ended December 31,

2013 2012 2011
(in thousands)
Operating Activities
Net income $ 60,01¢ $ 46,14: % 48,03"
Adjustments to reconcile net income to net caskigeal by operating
activities:
Equity in undistributed loss (earnings) of subgigis 119,53 2,02( (49,18()
Stock-based compensation expense 2,84¢ 1,62 1,63t
Net changes in other assets and liabilities 6,83( (269) 31t
Net cash provided by operating activities 189,22: 49,52 807
Investing Activities
Net cash paid in business combinations (53,159 — —
Proceeds from termination of trust subsidiaries — — 774
Net cash provided by (used in) investing activities (53,159 — 774
Financing Activities
Preferred stock dividends (32 — —
Common stock dividends (19,85%) (38,829 (10,66()
Repayment of long-term subordinated debt (51,000 — (25,77¢)
Purchase and retirement of common stock (429 — 32
Proceeds from exercise of stock options 1,092 713 84¢
Downstream stock offering proceeds to the Bank (100,000 — (50,000
Excess tax benefit associated with share-based exmsation 1,20¢ — 98
Net cash used in financing activities (169,029 (38,11)) (85,52()
Increase (decrease) in cash and cash equivalents (32,960) 11,41( (83,939
Cash and cash equivalents at beginning of year 86,64+ 75,23¢ 159,17:
Cash and cash equivalents at end of year $ 53,68 $ 86,64 $ 75,23¢

111




Table of Contents

25. Summary of Quarterly Financial Information (Unaudit ed)

Quarterly financial information for the years end@ecember 31, 2013 and 2012 is summarized as fellow

First Second Third Fourth Year Ended
Quarter Quarter Quarter Quarter December 31,
(in thousands, except per share amounts)
2013
Total interest income $ 5476 $ 8226¢ $ 8159 $ 78307 $ 296,93
Total interest expense 1,27¢ 2,27¢ 1,18¢ 1,09¢ 5,84(
Net interest income 53,48: 79,98¢ 80,41* 77,20¢ 291,09!
Provision (recapture) for loan and lease losses (2,000 2,00( 4,26( (2,100 3,16(
Provision (recapture) for losses on covered loans 98( (1,719 (947) (1,589 (3,267
Noninterest income 1,65¢ 6,80¢ 7,622 10,61: 26,70(
Noninterest expense 38,04¢ 64,50¢ 64,71« 63,61¢ 230,88t
Income before income taxes 17,11 22,00t 20,01( 27,88¢ 87,01(
Provision for income taxes 4,93t 7,414 6,73¢ 7,911 26,99
Net income $ 12,17¢  $ 1459 % 13,27¢  $ 19,97  $ 60,01¢
Per common share (1)
Earnings (basic) $ 031 $ 026 % 0.2¢ % 03¢ $ 1.24
Earnings (diluted) $ 031 $% 026 % 028 % 03 % 1.21
2012
Total interest income $ 69,71: $ 62,11« $ 5946¢ $ 57,20¢ $ 248,50
Total interest expense 2,64¢ 2,41z 2,204 2,311 9,571
Net interest income 67,06 59,70: 57,26t 54,89¢ 238,92
Provision for loan and lease losses 4,50( 3,75(C 2,87t 2,35( 13,47¢
Provision (recapture) for losses on covered loans 15,68¢ 11,68¢ (3,999 2,511 25,89:
Noninterest income (loss) 9,57¢ 11,82¢ (911 6,567 27,05¢
Noninterest expense 44,35; 39,82t 40,93¢ 37,80( 162,91:
Income before income taxes 12,10( 16,26¢ 16,53¢ 18,80« 63,70:
Provision for income taxes 3,19¢ 4,367 4,65¢ 5,34: 17,56
Net income $ 890z $ 11,89¢ % 11,88 % 13,46: $ 46,14:
Per common share (1)
Earnings (basic) $ 02: $ 03¢ $ 03¢ $ 034 $ 1.1€
Earnings (diluted) $ 02z % 03C $% 03C $ 032 $ 1.1¢€

(1) Due to averaging of shares, quarterly earnpggsshare may not add up to the totals reportethéofull year.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

An evaluation was carried out under the supervisiath with the participation of the Company’s mamagset, including the Chief
Executive Officer (“CEQ”) and Chief Financial Oféic (“CFQ”), of the effectiveness of our disclosamatrols and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) of the Securitieh&mge Act of 1934). Based on that evaluation, tB®@nd CFO have concluded that as of
the end of the period covered by this report, éscldsure controls and procedures are effectivansuring that the information required to be
disclosed by us in the reports we file or submiemthe Securities Exchange Act of 1934 is (i) awgkated and communicated to our
management (including the CEO and CFO) to allovelyndecisions regarding required disclosure, andgcorded, processed, summarized
and reported within the time periods specifiechia 8EC’s rules and forms.

Internal Control Over Financial Reporting
Management’'s Annual Report On Internal Control OFarancial Reporting

The Company’s management is responsible for estabfi and maintaining adequate internal controt éwancial reporting. The
internal control system has been designed to peorddsonable assurance to the Company’s managaneBioard of Directors regarding the
preparation and fair presentation of the Compapuyflsished financial statements. Internal contra@rdinancial reporting includes maintaining
records that in reasonable detail accurately ainly fa&flect the Company’s transactions; providimgisonable assurance that transactions are
recorded as necessary for preparation of the Coypgéinancial statements; providing reasonable &swe that receipts and expenditures are
made in accordance with management authorizatimhpeoviding reasonable assurance that unauthoaizgdisition, use or disposition of
company assets that could have a material effetit@@ompany’s financial statements would be preacor detected on a timely basis.
Because of its inherent limitations, internal cohtiver financial reporting is not intended to po®/absolute assurance that a misstatement o
the Company'’s financial statements would be preacgtnt detected.

Management has evaluated the effectiveness aftésnial control over financial reporting as of Dexber 31, 2013 based on the control
criteria established in a report entitledernal Control-Integrated Framework (1992)ssued by the Committee of Sponsoring Organinatiuf
the Treadway Commission. Based on such evaluatianagement has concluded that the Compainyernal control over financial reporting
effective as of December 31, 201Bhere were no changes in our internal control déwancial reporting (as defined in Rules 13a-15¢fyl
15d-15(f) of the Exchange Act) during our most relyecompleted fiscal year that materially affecterchre reasonably likely to materially
affect internal control over financial reporting.

Our independent registered public accounting fiam issued an attestation report on our internatabaover financial reporting, which
appears in this annual report on Form 10-K.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of CblianBanking System, Inc.
Tacoma, Washington

We have audited the internal control over finanmglorting of Columbia Banking System, Inc. andsitbsidiaries (the “Companyads of
December 31, 2013 , based on criteria establishbdarnal Control—Integrated Framework (1998%sued by the Committee of Sponsoring
Organizations of the Treadway Commission. Becauseagement's assessment and our audit were condoategkt the reporting
requirements of Section 112 of the Federal Depositrance Corporation Improvement Act (FDICIA), rmgament’s assessment and our aud
of the Company’s internal control over financigboeting included controls over the preparationhaf schedules equivalent to the basic
financial statements in accordance with the insimas for the Consolidated Reports of Condition &mwbme for Schedules RC, RI, and RI-

A. The Company’s management is responsible for maimiimg effective internal control over financigjporting and for its assessment of the
effectiveness of internal control over financighoeting, included in the accompanying Managemefitisual Report On Internal Control Over
Financial Reporting. Our responsibility is to exgg@n opinion on the Company’s internal controlr di@ncial reporting based on our audit.

We conducted our audit in accordance with the statsdof the Public Company Accounting Oversightri8q@nited States). Those
standards require that we plan and perform the &ndbtain reasonable assurance about whetheatigéénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etastilg and evaluating the design and operatifegtéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed by, or under the supenvidij the company’s principal
executive and principal financial officers, or pmrs performing similar functions, and effected g tompany’s board of directors,
management, and other personnel to provide realasturance regarding the reliability of financ@dorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles. A comgisaimternal control over financial
reporting includes those policies and proceduras(th) pertain to the maintenance of records thatasonable detail, accurately and fairly
reflect the transactions and dispositions of ttsetsof the company; (2) provide reasonable assertduat transactions are recorded as
necessary to permit preparation of financial stateisiin accordance with generally accepted acomgiptinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amedtdirs of the company; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on ttanéiial statements.

Because of the inherent limitations of internaltconover financial reporting, including the possti of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventetbtacted on a timely basis. Also,
projections of any evaluation of the effectivenekthe internal control over financial reportingftdure periods are subject to the risk that the
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies or procedures may
deteriorate.

In our opinion, the Company maintained, in all maleaespects, effective internal control over fingl reporting as of December 31,
2013, based on the criteria establishebhiarnal Control—Integrated Framework (1998%ued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We have not examined and, accordingly, we do nptesss an opinion or any other form of assuranc@anagement’s statement
referring to compliance with laws and regulations.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
consolidated financial statements as of and foy#se ended December 31, 2013 of the Company ancepart dated February 28, 2014
expressed an unqualified opinion on those finarstatements.

Is/ Deloitte & Touche LLP
Seattle, Washington
February 28, 2014

114




Table of Contents

ITEM9B. OTHER INFORMATION
None.
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE

Information regarding “Directors, Executive Offiseind Corporate Governance” is set forth undeh#aglings “Proposal No.1: Election
of Directors”, “Management—Executive Officers Whe &ot Directors” and “Corporate Governance” in @@mpany’s 2014 Annual Proxy
Statement (“Proxy Statement”) and is incorporatexkim by reference.

Information regarding “Compliance with Section 1)6¢athe Exchange Act” is set forth under the settiSection 16(a) Beneficial
Ownership Reporting Compliance” of the Company'sxyrStatement and is incorporated herein by refereimformation regarding the
Company'’s audit committee financial expert is settf under the heading “Board Structure and Comgtéors—What Committees has the
Board Established” in our Proxy Statement andésiiporated by reference.

On February 25, 2004, consistent with the requirgmef the Sarbanes-Oxley Act of 2002, the Compadopted a Code of Ethics
applicable to senior financial officers includiretprincipal executive officer. The Code of Ethigas filed as Exhibit 14 to our 2003 Form 10-
K Annual Report and can be accessed electronibgllyisiting the Company’s website atvw.columbiabank.com
ITEM 11. EXECUTIVE COMPENSATION

Information regarding “Executive Compensation”és orth under the headings “Board Structure anch@mnsation” and “Executive
Compensation” of the Company’s Proxy Statementiamtcorporated herein by reference.

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Information regarding “Security Ownership of Cent&8ieneficial Owners and Management and RelatedkBodder Matters” is set forth
under the heading “Stock Ownership” of the Compatroxy Statement and is incorporated herein areate.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information regarding “Certain Relationships anda®e Transactions, and Director Independencegtisasth under the headings
“Certain Relationships and Related Transactions@orporate Governance—Director Independencehef@ompany’s Proxy Statement anc
is incorporated herein by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information regarding “Principal Accounting Feesléervices” is set forth under the headifigdependent Registered Public Accoun
Firm” of the Company’s Proxy Statement and is ipooated herein by reference.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a)(1) Financial Statements:

The Consolidated Financial Statements and relatedrdents set forth in “ltem 8. Financial Statememts Supplementary Data” of this
report are filed as part of this report.

(2) Financial Statements Schedules:

All other schedules to the Consolidated Financiaté3nents required by Regulation S-X are omittezhbse they are not applicable, not
material or because the information is includethaConsolidated Financial Statements and relatégbsnin “Item 8. Financial Statements and
Supplementary Data” of this report.

(3) Exhibits:

The response to this portion of Item 15 is submitie a separate section of this report appearintetiiately following the signature pa
and entitled “Index to Exhibits.”
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized, on the 28th day of February 2014 .

COLUMBIA BANKING SYSTEM, INC.
(Registrant)

By: /sl MELANIE J. DRESSEL

Melanie J. Dressel

President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant and in the capacities indicatedthe 28th day of February 2014 .

Principal Executive Officer:

By: /sl MELANIE J. DRESSEL

Melanie J. Dressel
President and Chief Executive Officer

Principal Financial and Accounting Officer:

By: /s/ CLINT E. STEIN

Clint E. Stein
Executive Vice President and Chief Financial Office

Melanie J. Dressel, pursuant to a power of attothayis being filed with the Annual Report on FotK, has signed this report on
February 28, 2014 as attorney in fact for the feifgy directors who constitute a majority of the Bha

[David A. Dietzler] [S. Mae Numata]

[John P. Folsom] [Daniel C. Regis]
[Frederick M. Goldberg] [William T. Weyerhaeuser]
[Thomas M. Hulbert] [James M. Will]

[Michelle M. Lantow]

/s/ MELANIE J. DRESSEL

Melanie J. Dressel
Attorney-in-fact

February 28, 2014
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INDEX TO EXHIBITS

Exhibit No. Exhibit

3.1 Amended and Restated Articles of Incorporatign

3.2 Amended and Restated Bylaws (2)

4.1 Specimen of common stock certificate (3)

4.2 Pursuant to Item 601(b) (4) (iii) (A) of Regtibn S-K, copies of instruments defining the rigbt holders of long-term debt

and preferred securities are not filed. The Compgrges to furnish a copy thereof to the SecurdiesExchange
Commission upon request

10.1* Amended and Restated Stock Option and Edqiatypensation Plan (4)

10.2* Form of Stock Option Agreement (5)

10.3* Form of Restricted Stock Agreement (5)

10.4* Form of Stock Appreciation Right Agreemehit (

10.5* Form of Restricted Stock Unit Agreement (5)

10.6* Form of Long Term Restricted Stock Agreem@it

10.7* Amended and Restated Employee Stock Purdplase(7)

10.8 Office Lease, dated as of December 15, 1889een the Company and Haub Brothers Enterprisest {8)

10.9* Employment Agreement between the Bank, them@any and Melanie J. Dressel effective Augus0042(9)

10.10* Amendment to Employment Agreement betwéenBank, the Company and Melanie J. Dressel effeétebruary 1, 2009
(10)

10.11* Amendment to Employment Agreement effecideeember 31, 2008 among the Bank, the Companytahie J. Dressel
(11)

10.12* Form of Change in Control Agreement betwenenBank and Andrew L. McDonald dated June 1, 2809

10.13* Change in Control Agreement between thekBand Kent L. Roberts dated December 4, 2011 (12)

10.14* Change in Control Agreement between thekBard Mark W. Nelson dated as of October 23, 2QB3 (

10.15* Change in Control Agreement between thekBamd Clint E. Stein dated as of October 24, 2AB) (

10.16* Form of Long-Term Care Agreement betweenBhnk, the Company, and each of the followingadoes: Mr. Folsom, Mr.

Hulbert, Mr. Matson, Mr. Rodman, Mr. Weyerhaeuswsdt &r. Will (14)
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Exhibit No.

Exhibit

10.17*

10.18*

10.19*

10.20*

10.21*

10.22*

10.23*+

10.24*

10.25*

14

21+

23+

24+

31.1+

31.2+

32+

101+

Amended and Restated Executive Supplem@uamaipensation Agreements dated as of May 27, 26@thg the Company,
Columbia State Bank and Melanie J. Dressel and Marklelson, respectively (15)

Amended and Restated 401 Plus Plan (Defe2mnpensation Plan) dated December 14, 2011 fectdrs and key employees
(12)

Form of Supplemental Compensation Agreerbetween the Bank and Mssrs. Andrew L. McDonald @l E. Stein,
respectively (5)

Form of Indemnification Agreement betwelka Company and its directors (11)
Supplemental Executive Retirement Plan Agrent between the Company and Clint E. Stein, @ffedune 1, 2013 (16)

Supplemental Executive Retirement Plan Agrent between the Company and Andrew L. McDondld¢ctve June 1, 2013
(16)

Change in Control Agreement between thekBand Hadley S. Robbins dated February 4, 20Xddigfe March 1, 2014)
West Coast Bancorp 2002 Stock Incentive P15)

West Coast Bancorp 2012 Omnibus Incentlae PL7)

Code of Ethics (18)

Subsidiaries of the Company

Consent of Deloitte & Touche LLP

Power of Attorney

Certification of Chief Executive Officer Buant to Section 302 of the Sarbanes-Oxley Ac06R2

Certification of Chief Financial Officer Burant to Section 302 of the Sarbanes-Oxley Ac0622

Certification Filed Pursuant to 18 U.S.C. 8etfl350, as Adopted Pursuant to Section 906 oStimbanes-Oxley Act of 2002

The following financial information from Cehbia Banking System, Inc.'s Annual Report on FofaKifor the year ended
December 31, 2013 is formatted in XBRL: (i)Audit€dnsolidated Balance Sheets, (ii) Audited Constdid&tatements of
Income, (iii) Audited Consolidated Statements ofioehensive Income, (iv) Audited Consolidated Stetiets of Changes in
Shareholders' Equity, (v) Audited Consolidated @tants of Cash Flows, and (vi) Notes to Audited<otidated Financial
Statements.**
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Q) Incorporated by reference to Exhibit 3.1 &f @ompany's Quarterly Report on Form 10-Q for theeriggr ended March 31, 2013

2) Incorporated by reference to Exhibit 3.2 af @ompany's Current Report on Form 8-K filed onrkaty 2, 2010

3) Incorporated by reference to Exhibit 4.3 af @ompany's S-3 Registration Statement (File N8-1E5350) filed December 19, 2008

4) Incorporated by reference to Exhibit 99.1ha&f Company's S-8 Registration Statement (File 88-1350370) filed July 1, 2009

(5) Incorporated by reference to Exhibits 10.251@0.10 and 10.16 of the Company's Annual Repofiam 10-K for the year ended December 31, 2007
(6) Incorporated by reference to Exhibit 10.1h& Company's Current Report on Form 8-K filed Jan6a2010

(@) Incorporated by reference to Exhibit 10.7hef Company's Annual Report on Form 10-K for the yealed December 31, 2010

(8) Incorporated by reference to Exhibit 10.5ra& Company's Annual Report on Form 10-K for the yealed December 31, 2000

9) Incorporated by reference to Exhibit 10.2hef Company's Quarterly Report on Form 10-Q forjirerter ended June 30, 2004

(10) Incorporated by reference to Exhibit 10.1haf Company's Current Report on Form 8-K filed baby 19, 2009

(11) Incorporated by reference to Exhibits 10.8@ 20.4 of the Company's Quarterly Report on Fora@Qlfor the quarter ended September 30, 2009
(12) Incorporated by reference to Exhibits 10.4d 40.15 of the Company's Annual Report on FornKX0r the year ended December 31, 2011
(13) Incorporated by reference to Exhibits 10.d 20.2 of the Company's Current Report on Formf8ed October 29, 2012

(14) Incorporated by reference to Exhibit 10.3haf Company's Quarterly Report on Form 10-Q forctarter ended September 30, 2001

(15) Incorporated by reference to Exhibits 10.d 6.3 of the Company's Current Report on Formf8eld on June 2, 2009

(16) Incorporated by reference to Exhibits 10.d 20.2 of the Company's Quarterly Report on Fora@Qlfor the quarter ended September 30, 2013
(17) Incorporated by reference to Exhibits 99.d 88.2 of the Company's S-8 Registration Stateiftélet No. 333-187690) filed April 2, 2013

(18) Incorporated by reference to Exhibit 14 &f @ompany's Annual Report on Form 10-K for the yeafed December 31, 2003

* Management contract or compensatory plan or gearent

+ Filed herewith
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EXHIBIT 10.23

COLUMBIA STATE BANK
CHANGE IN CONTROL AGREEMENT

THIS CHANGE IN CONTROL AGREEMENT (“Agreement”), sntered into this #day of February, 2014, |
and between COLUMBIA STATE BANK, a Washington bamkicorporation (the “Bank”) and HADLEY S.
ROBBINS (“Employee”) and shall be effective on tiigective Date (defined below). If the Effective tealoes not
occur, this Agreement shall be null and void and@further force and effect.

Recitals

A. Employee has been employed as the Ba@enior Vice President, Oregon and Southwest Wegkdr
Group Manager, pursuant to an Employment Agreerdatdd as of September 25, 2012, which became ieHeat
April 1, 2013 (the “Employment Agreement”).

B. Employee and the Bank have also previousiceted a Change in Control Agreement, dated agof 23,
2013 (the “Existing CIC Agreement”).

C. The Bank and its parent holding company, @bliia Banking System, Inc. (“CBSI"wish to promot
Employee to the position of Chief Operating Offiadrthe Bank and CBSI, and Employee wishes to dcsept
promotion. In connection with the promotion, thetigs wish to terminate the Employment Agreemenrtéet for thos
surviving provisions identified herein) and the &g CIC Agreement, and have this Agreement téfleete

In consideration of the mutual promises, covenagseements and undertakings contained in this ehgeat
the parties hereby contract and agree as follows:

Agreement

1. Term. The term of this Agreement (“Term&hall commence on the date on which Employee as
the position of Chief Operating Officer of the Baankd CBSI (the “Effective Date”yhich date is expected to be Ma
1, 2014, and shall end on the earlier of the teation of Employees employment in a manner that does not consti
Termination Event or on the fifth anniversary of tihate first above written, unless extended iningiby the parties.

2. Severance Benefit . In the case of a Termination Event, as define8eantion 4, (i) the Bank shall g
to Employee all salary and benefits earned thrabgleffective date of Employesetermination and a severance be
(“Severance Benefit”) in an amount equal to twoettthe amount of Employee’s thearrent annual base salary,
(ii) vesting of all stock options and lapse of rstrictions with respect to restricted stock awashall occur. Payme
of the Severance Benefit shall begin, and vestimg) lapse of restrictions described in the precediagtence shi
occur, (i) in the case of a Termination Event dést in paragraph 4.1, upon the effective datenhination, and (i
in the case of a Termination Event described imgaph 4.2, upon the effective date of the Chandggontrol which i
then pending (or announced within sixty days ofdate when the Employeeémployment terminated). The Sever:
Benefit shall be




paid over a two year period in equal monthly paytsevithout interest on the last day of each moh#ginning witl
the month in which the Termination Event descrilvepgaragraphs 4.1 or 4.2, as the case may be,ccur

3. Other Compensation and Terms of Employment . Except with respect to the Severance Paymer
as otherwise explicitly set forth herein, this Agmeent shall have no effect on the determinatioanyf compensatic
payable by the Bank to the Employee, or upon arth@bther terms of Employeeémployment with the Bank. Eact
the Existing CIC Agreement and the Employment Agreet shall terminate in its entirety and be nulll aoid upol
the Effective Date, except that the terms and dardi of the following sections of the Employmengraement she
remain in full force and effect: Section 2(b)(v)et@ntion Bonus); Section 4(a)(i)(B) (Retention Bemayment
terminated without cause or resigns for good reasamd Section 4(a)(ii) (vesting of Equity Benefdad lapse
restrictions thereon); providedowever, that the terms “Cause” and “Good Reaasnised in the foregoing section
the Employment Agreement shall have the definitises forth below in Section 6 dhis Agreement and not t
definitions set forth in the Employment Agreeméntaddition to the foregoing:

3.1 Notwithstanding termination of the Employment Agremt, Employee shall receive in cast
later than March 15, 2014, the Annual Bonus for32s defined in Section 2(b)(i) of the Employm&greemen
prorated from April 1, 2013. From the Effective BaEmployee’s bonus will be governed by the ShAertm Bonu
Compensation Plan (or any successor plan for semerutives of the Bank).

3.2 If Employee voluntarily terminates his employmeritivthe Bank and CBSI before March 1, 2(
he shall reimburse the Bank for the prorated portib the relocation allowance paid to him for reltieg to th
Tacoma, Washington area.

3.3 If Employee remains employed by the Bank and CB&ll WApril 1, 2015 or if Employees
employment is terminated without Cause or due sability (as defined in the Supplemental ExecuRetirement Plg
adopted by West Coast Bancorp, West Coast Banleamuloyee, as amended and restated January 1, 2@93\(es
Coast SERP”)br Employee resigns for Good Reason before Aprd(iL5, then to the extent the West Coast SER
not otherwise been amended or replaced by mutwatagent of the Bank, CBSI and Employee, the bepafd unde
the West Coast SERP shall be no less than an arequat to the Change in Control Benefit set fonttsection 3.5 «
the West Coast SERP.

4, Termination Events. A Termination Event shall be deemed to occur upod, only upon, one or mc
of the following:

4.1 Termination of Employes’ employment by the Bank without Cause (as defineldw) or b
Employee for Good Reason (as defined below) wiBti days following the effective date of a Chang€ontrol; or

4.2 Termination of Employes’employment by the Bank without Cause prior tchart@e in Control
such termination occurs at any time from and afiely days prior to the public announcement byBhaek or CBSI ¢
any other party of a transaction which will resnlt




a Change in Control; provided that the effectiveeda the Change in Control occurs within eightée8) months ¢
Employee’s termination.

5. Restrictive Covenant .

5.1 Non-competition . Employee agrees that, during Emplogeemployment with the Bank or any
its affiliates, and for a period of two years aftemmencement of the payment to Employee of therdece Benefi
Employee will not directly or indirectly become énésted in, as a “foundemtganizer, principal shareholder, direc
or officer, any financial institution, now existiray organized hereafter, that competes or will cetmpvith CBSI, th
Bank or any of their affiliates (together the “Caang”), including any successor, within any county in whtble
Company does business; providinét Employees covenant not to compete shall terminate in trene¥mploye
waives the right to payment of any balance of teeegance Benefit then payable; and provided furthiest Employe
shall not be deemed a “principal shareholder” t(@sEmployees investment in such an institution exceeds 2%e
institution’s outstanding voting securities or (ii) Employe@dsive in the organization, management or affairsuct
institution. The provisions restricting competititmy Employee may be waived by action of the Bod&mhployet
recognizes and agrees that any breach of this eovdry Employee will cause immediate and irreparaury to the
Company, and Employee hereby authorizes recoursleebBank or CBSI to injunction and/or specificfpemance, ¢
well as to other legal or equitable remedies tocWigither may be entitled.

5.2 Non-interference. During the norcompetition period described in Section 5.1, Emeéghall nc
(a) solicit or attempt to solicit any other empleyaf the Company to leave the employ of the Companyn any wa
interfere with the relationship between the Compang any other employee of the Company, (b) sadicattempt t
solicit any customer of the Company to cease dbumjness with the Company or to otherwise divechstustomes
business from the Company, or (c) solicit or attetopsolicit any supplier, licensee, or other basmrelations of tl
Company to cease doing business with the Company.

5.3 Interpretation . If a court or any other administrative body wjithisdiction over a dispute relatec
this Agreement should determine that the restectiovenant set forth in Section 5.1 above is uoregdy broad, tt
parties hereby authorize and direct said courtdoniaistrative body to narrow the same so as to miakeasonabl
given all relevant circumstances, and to enforeestiime. The covenants in this paragraph shallv&termination ¢
this Agreement.

6. Definitions . For purposes of this Agreement and provisions efEmployment Agreement that
incorporated herein, the following definitions dregiply.

6.1. Cause. “Cause’shall mean only (i) willful misfeasance or grosgjligence in the performance
Employees duties, (i) conduct demonstrably and signifibardtarmful to the Bank (which would include will
violation of any final cease and desist order alie to the Bank), or (iii) conviction of a felany

6.2. Change in Control . “Change in Control’shall mean the occurrence of one or more o
following events:




6.2.1. A person, or more than one person acting as a gemguires ownership of stock in
Company that, together with stock held by such@e® group, constitutes more than fifty perce@} of the tote
fair market value or total voting power of the &t@t the Company;

6.2.2. A majority of the members of the Compasyioard of directors is replaced during
12-month period by directors whose appointment ortelacis not endorsed by a majority of the membefrshe
Company’s board of directors before the date ofib@ointment or election; or

6.2.3. A person, or more than one person acting as a gemguires (or has acquired during
12-month period ending on the date of the most reaequisition by such person or persons) assets tihen€Compan
that have a total gross fair market value equalrtmore than fifty percent (50%) of the total gréesis market value «
all of the assets of the Company immediately besoigh acquisition or acquisitions.

This definition of “Change in Controi’s intended to comply with, and shall be interpdete a manner consistent wi
the requirements of Section 409A of the U.S. lraeéRevenue Code of 1986, as amended, as U.S. Tyeagulatior
issued thereunder.

6.3. Good Reason . “Good Reason” shall mean (i) any reduction of lEayee’s salary or any reducti
or elimination of any other compensation or bengtin, which reduction or elimination is not of geal application t
substantially all employees of the Bank or suchlegges of any successor entity or of any entitgantrol of the Banl
(i) any changes in Employee’s authority or dutsesstantially inconsistent with Employsethen office position; «
(i) any transfer to a location other than Tacom&shington and its environs.

6.4 Termination of Employment. “Termination,” when used in reference to termination
employment, shall mean “separation from servies,"defined in Section 409A of the U.S. Internal émie Code ¢
1986, as amended, as U.S. Treasury regulationdskeecunder.

7. Specified Employee - Delay in Payments . If Executive is a “specified employeethen amoun
payable to him under this Agreement on account‘stparation from servicehat could cause him to be subject tc
gross income inclusion, interest and additionalgeovisions of U.S. Internal Revenue Code 8§ 409@A{aghall not b
paid until after the end of the sixth calendar rhobeginning after such separation from service (tBespensico
Period”). Within fourteen (14) calendar days after the endhef Suspension Period, the Company shall makeng
sum payment to Executive in cash in an amount efqu#te sum of all payments delayed because optheedin
sentence. Thereafter, Executive shall receive a&myaming payments under this Agreement as if theediatel
preceding provisions of this Paragraph 8 were no&ra of the Agreement. For purposes of this Ageetmnthe term
“specified employee” and “separation from servighiall have the meanings given to those terms in U®rna
Revenue Code § 409A and the Treasury regulatisagdsthereunder.”




8. Miscellaneous .

8.1 Integration; Amendment. Except as explicitly set forth herein, this Agre@neontains the enti
agreement between the parties with respect toubp& matter, and supersedes all prior agreemerdsor writtel
between the parties with respect to the subjectemét being understood, for the avoidance of dptitat each ¢
Section 2(b)(v), Section 4(a)(i)(B), and Sectiora)di{) of the Employment Agreement, shall continue to s
according to its terms and to Section 3 hereof) ianglibject to modification or amendment only uponendment i
writing signed by both parties.

8.2 Binding Effect. This Agreement shall bind and inure to the benefit the heirs, leg:
representatives, successors, and assign of thegart

8.3 Severance. If any provision of this Agreement is invalid orherwise unenforceable, all ot
provisions shall remain unaffected and shall bemefable to the fullest extent permitted by law.

8.4 Governing Law; Venue. This Agreement is made with reference to and enidéd to be constru
in accordance with the laws of the State of WagbimgVenue for any action arising out of or conaagnthis
Agreement shall lie in Pierce County, Washingtonthe event of a dispute under this Agreementdifgutes shall t
arbitrated pursuant to the Superior Court Mandatdrgitration Rules (“MAR”) adopted by the Washington S
Supreme Court, irrespective of the amount in coetirgy. This Agreement shall be deemed as stipulatichat effec
pursuant to MAR 1.2 and 8.1. The arbitrator, indrider discretion, may award attorneyées to the prevailing party
parties.

8.5 Notices. Any notice required to be given under this Agreetteneither party shall be given
personal service or by depositing a copy thereofhn United States registered or certified mailstpge prepai
addressed to the following address or such othdnead as addressee shall designate in writing:

Company: Columbia Bank
1301 ‘A’ Street, Ste. 800
Tacoma, WA 98402-4200
Attn: (Corporate Secretal

Employee: At the most recent address on file at the E

IN WITNESS WHEREOF, the parties have executedAlgileement effective on the date first above written




BANK: COLUMBIA STATE BANK

EMPLOYEE:

By: /s/ Melanie J. Dressel
Melanie J. Dressel
President and Chief Executive Officer

By: /s/ Hadley S. Robbins
Hadley S. Robbins




SUBSIDIARIES OF THE COMPANY

EXHIBIT 21

Name of Subsidiary State of Incorporation Ownership

Columbia State Bank Washington 100(%
West Coast Trust Company, Inc. Oregon 10(%
Totten Inc. Washington 100(%



EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement No0s.333-166401 and 333-166@1Foom S-3 and Nos. 333-187690,
333-160371, 333-160370, 333-145207, 333-144811-13%3 39, 333-125298, 333-120131, 333-100420 aned3386 on Form S-8 of our
reports dated February 28, 2014, relating to thesglidated financial statements of Columbia Bank&ygtem Inc., and the effectiveness of

Columbia Banking System, Inc.'s internal contro¢iofinancial reporting, appearing in this AnnuapBg on Form 10-K of Columbia Banking
System, Inc., for the year ended December 31, 2013.

/s/ Deloitte & Touche LLP

Seattle, Washington

February 28, 2014



EXHIBIT 24
POWER OF ATTORNEY

The director of Columbia Banking System, Inc. (t@empany”), whose signature appears below, hergppiats Melanie J. Dressel and
William T. Weyerhaeuser, or either of them, ash@s/attorney to sign, in his/her name and behalfiarmany and all capacities stated below,
Company's Form 10-K Annual Report pursuant to $acti3 of the Securities Exchange Act of 1934, delise to sign any and all
amendments and other documents relating theretbadlsbe necessary, such person hereby grantiegdio such attorney power to act with or
without the other and full power of substitutiordanrevocation, and hereby ratifying all that anyhsattorney or his substitute may do by virtue
hereof.

This Power of Attorney has been signed by the ¥ahg persons in the capacity indicated, on the 2éth of February, 2014.

Signature Title

/sl WILLIAM T. WEYERHAEUSER Chairman
William T. Weyerhaeuser

/sl MELANIE J. DRESSEL President, Chief Executive Officer and Director
Melanie J. Dressel

/s/ DAVID A. DIETZLER Director
David A. Dietzler

/s/ JOHN P. FOLSOM Director
John P. Folsom

/sl FREDERICK M. GOLDBERG Director
Frederick M. Goldberg

/sl THOMAS M. HULBERT Director
Thomas M. Hulbert

/s MICHELLE M. LANTOW Director
Michelle M. Lantow

/sl S. MAE NUMATA Director
S. Mae Numata

/s/ DANIEL C. REGIS Director
Daniel C. Regis
/sl JAMES M. WILL Director

James M. Will



EXHIBIT 31.1
CERTIFICATION

I, Melanie J. Dressel, certify that:

1.

2.

| have reviewed this annual report on FornKl@F Columbia Banking System, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to
the period covered by this report;

Based on my knowledge, the financial statemeamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this
report;

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%nd internal control over financial reportirag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd dave:

(a) Designed such disclosure controls and proesgjor caused such disclosure controls and proesdobe designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared;

(b) Designed such internal control over finaneoggdorting, or caused such internal control oveatditial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presentbd report our conclusions
about the effectiveness of the disclosure contatntsprocedures, as of the end of the period cousyréhis report based on such
evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyead, the registrant’s internal control over finaeeporting; and

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuaetimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting which
are reasonably likely to adversely affect the regrg’s ability to record, process, summarize apbrt financial information;
and

(b) Any fraud, whether or not material, that ined management or other employees who have aisagttifole in the registrant’s
internal control over financial reporting.

/sl MELANIE J. DRESSEL

Melanie J. Dressel
President and Chief Executive Officer

D ate: February 28, 2014



EXHIBIT 31.2
CERTIFICATION

[, Clint E. Stein, certify that:
1. I have reviewed this annual report on FornkKléfF Columbia Banking System, In

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ort@mstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this report;

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) Designed such disclosure controls and proesgjor caused such disclosure controls and proesdaibe designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared;

(b) Designed such internal control over finaneoggdorting, or caused such internal control oveaiditial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presentbd report our conclusions
about the effectiveness of the disclosure contatntsprocedures, as of the end of the period cousyréhis report based on such
evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyead, the registrant’s internal control over finaeeporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!

functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting which
are reasonably likely to adversely affect the regrg’s ability to record, process, summarize aqbrt financial information;

and

(b) Any fraud, whether or not material, that ined management or other employees who have aisagttifole in the registrant’s
internal control over financial reporting.

/s/ CLINT E. STEIN

Clint E. Stein
Executive Vice President and
Chief Financial Officer

Date: February 28, 2014



EXHIBIT 32
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of ColumbianBimg System, Inc. (the “Company”) on Form 10-K foe period ended December 31,
2013 as filed with the Securities and Exchange Cision on the date hereof (the “Report”), we, M&ah Dressel, President and Chief
Executive Officer, and Clint E. Stein, Executivec¥iPresident and Chief Financial Officer, certifyrsuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; an

(2) The information contained in the Report faphgsents, in all material respects, the finarmaldition and results of operations of the
Company.

/sl MELANIE J. DRESSEL

Melanie J. Dressel
President and Chief Executive Officer
Columbia Banking System, Inc.

/s/ CLINT E. STEIN

Clint E. Stein
Executive Vice President and
Chief Financial Officer
Columbia Banking System, Inc.

Da ted: February 28, 2014



