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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended March 31, 2011.

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number 0-20288

COLUMBIA BANKING SYSTEM, INC.

(Exact name of issuer as specified in its charter)

Washington 91-1422237
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)
1301“A” Street Tacoma, Washingtor 9840:z-2156
(Address of principal executive offices) (Zip Code)

(253) 305-1900

(Issuer’s telephone number, including area code)

(Former name, former address and former fiscal yearif changed since last report)

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewxti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the past@@s. Yes No O

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRile 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&d No O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated fil¢ Accelerated filel O

Non-accelerated file [ Smaller reporting compar [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No

The number of shares of common stock outstandirgslt 30, 2011 was 39,482,955.
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PART | - FINANCIAL INFORMATION
ltem 1. FINANCIAL STATEMENTS

CONSOLIDATED CONDENSED STATEMENTS OF INCOME
Columbia Banking System, Inc.

(Unaudited)
Three Months Ended
March 31,
(in thousands except per share) 2011 2010
I nterest Income
Loans $47,42¢  $36,94°
Taxable securitie 4,417 4,74~
Tax-exempt securitie 2,467 2,44¢
Federal funds sold and deposits in ba 29¢ 14¢
Total interest incom 54,61 44,28
I nterest Expense
Deposits 3,07¢ 4,941
Federal Home Loan Bank advan: 694 70&
Long-term obligation: 251 24¢
Other borrowingt 13€ 11¢
Total interest expens 4,162 6,01
Net Interest |ncome 50,44¢ 38,27«
Provision for loan and lease los: 0 15,00(
Provision for losses on covered loi (422) 0
Net interest income after provision for loan araske losse 50,87: 23,27«
Noninterest Income (L0ss)
Service charges and other ft 6,28¢ 5,42¢
Gain on bank acquisitior 0 9,81¢
Merchant services fet 1,63: 1,73¢
Gain on sale of investment securities, 0 58
Bank owned life insuranc 50¢& 504
Change in FDIC loss sharing as (24,779 0]
Other 92¢ 93C
Total noninterest income (los (5,419 18,47:
Noninterest Expense
Compensation and employee bene 18,92 16,98¢
Occupancy 4,391 3,96¢
Merchant processin 88: 1,10C
Advertising and promotio 901 83¢
Data processing and communicatic 1,924 1,87¢
Legal and professional fe 1,41: 1,49¢
Taxes, licenses and fe 86% 564
Regulatory premium 2,19t 1,49¢
Net cost of operation of other real estate ow (442) 1,312
Amortization of intangible: 984 787
Other 5,30¢ 3,46¢
Total noninterest expen: 37,34¢ 33,89"
Income before income tax 8,10¢ 7,85(
Income tax provision (benefi 2,321 (66)
Net Income $ 577¢ $ 7,91
Net Income Applicable to Common Shareholc $ 577¢ $ 6,80¢
Earnings per common shg
Basic $ 01t $ 0.2¢
Diluted $ 01t $ 0.2¢
Dividends paid per common shz $ 00 $ o0.01
Weighted average number of common shares outsig 39,04: 27,88t
Weighted average number of diluted common sharessamding 39,15¢ 28,09¢

See accompanying notes to unaudited consolidatedecsed financial statements.
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CONSOLIDATED CONDENSED BALANCE SHEETS
Columbia Banking System, Inc.

(Unaudited)
December 31
March 31,
(in thousands) 2011 2010
ASSETS
Cash and due from ban $ 74,97 $ 55,49:
Interes-earning deposits with ban 401,35! 458,63t
Total cash and cash equivale 476,32¢ 514,13(
Securities available for sale at fair value (anzedi cost of $864,653 and
$743,928, respectivel 888,18t 763,86¢
Federal Home Loan Bank stock at ¢ 17,90¢ 17,90¢
Loans held for sal 542 754
Loans, excluding covered loans, net of deferred feas of ($3,161) and
($3,490), respectivel 1,884,20i 1,915,75.
Less: allowance for loan and lease los 55,31¢ 60,99!
Loans, excluding covered loans, 1,828,89. 1,854,76.
Covered loans, net of allowance for loan lossg$5§633) and ($6,055),
respectively 486,34! 517,06
Total loans, ne 2,315,223 2,371,82
FDIC loss sharing ass 193,05: 205,99:
Interest receivabl 12,88¢ 11,16¢
Premises and equipment, | 94,13: 93,10¢
Other real estate owned ($13,527 and $14,443 co\sr&DIC loss share,
respectively’ 39,60¢ 45,43
Goodwill 109,63¢ 109,63¢
Core deposit intangible, n 17,71: 18,69¢
Other asset 99,08¢ 103,85:
Total Asset: $4,264,31! $4,256,36.
LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits;
Noninteres-bearing $ 892,75: $ 895,67:
Interes-bearing 2,443,46, 2,431,59!
Total deposit: 3,336,21. 3,327,26!
Federal Home Loan Bank advan: 115,26! 119,40!
Securities sold under agreements to repurc 25,00( 25,00(
Other borrowing 84 642
Long-term subordinated de 25,75: 25,73¢
Other liabilities 47,92 51,43
Total liabilities 3,550,233l 3,549,48!
Commitments and contingent liabiliti
Shareholder equity:
March 31, December 31
2011 2010
Common Stock (no par valu
Authorized share 63,03: 63,03t
Issued and outstandit 39,48 39,33¢ 577,58t 576,90!
Retained earning 122,29( 117,69:
Accumulated other comprehensive inca 14,20¢ 12,28
Total shareholde’ equity 714,08: 706,87¢
Total Liabilities and Sharehold¢ Equity $4,264,31! $4,256,36.

See accompanying notes to unaudited consolidatedecsed financial statements.
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CONSOLIDATED CONDENSED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
Columbia Banking System, Inc.

(Unaudited)
Preferred Stock Common Stock Accumulated
Other Total
Number of Number of Comprehensive Shareholders’
Retained
(in thousands) Shares Amount Shares Amount Earnings Income Equity
Balance at January 1, 201! 77 $74,30: 28,12¢ $348,70t $ 93,31¢ $ 11,81¢ $ 528,13
Comprehensive incom
Net income 7,91¢ 7,91¢
Other comprehensive income, net of 1
Net unrealized gain from securities
net of reclassification adjustmet 3,51¢ 3,51¢
Net change in cash flow hedging
instruments (479 (479
Net pension plan liability adjustme 30 30
Other comprehensive incor 3,06¢
Comprehensive incorr 10,98¢
Accretion of preferred stock discot 14¢€ (14€) 0
Issuance of common stock - stock option and
other plans 41 50¢ 50¢
Issuance of common stock - restricted stock
awards, net of cancelled awal 72 35C 35C
Tax benefit deficiency associated with share-
based compensatic (29 29
Preferred dividend (967) (967)
Cash dividends paid on common st (282) (282)
Balance at March 31, 2010 77 $74,44 28,24 $34954t $ 99,847 $ 1488 $ 538,72
Balance at January 1, 201. 0 $ 0 39,33¢ $576,90* $117,69: $ 12,28. $ 706,87
Comprehensive incom
Net income 5,77¢ 5,77¢
Other comprehensive income, net of 1
Net unrealized gain from securities
net of reclassification adjustmet 2,31 2,31:
Net change in cash flow hedging
instruments (142 (142)
Net pension plan liability adjustme (247) (249
Other comprehensive incor 1,92¢
Comprehensive incorr 7,708
Issuance of common stock - stock option and
other plans 23 38C 38C
Issuance of common stock - restricted stock
awards, net of cancelled awal 122 33t 33t
Repurchase of shar (2 (32 (32
Cash dividends paid on common stt (1,187 (1,187)
Balance at March 31, 2011 0 3 0 39,48. $577,58{ $12229( $ 14,20¢ $ 714,08

See accompanying notes to unaudited consolidatedecsed financial statements.
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CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
Columbia Banking System, Inc.

(Unaudited)
Three Months Ended
March 31,
(in thousands) 2011 2010
Cash Flows From Operating Activities
Net Income $ 577¢ ¢ 7,91
Adjustments to reconcile net income to net caskigeal by operating activitie
Provision for loan and lease los: (422 15,00(
Stocl-based compensation expel 33t 35C
Depreciation, amortization and accret 3,77¢ 2,90z
Net realized gain on FDIC assisted bank acquist 0 (9,81¢)
Net realized gain on sale of securit 0 (58)
Net realized gain on sale of other as: 3 (14)
Net realized (gain) loss on sale of other realtesianec (2,712) 14%
Gain on termination of cash flow hedging instrunse (222) (743)
Write-down on other real estate owr 1,92¢ 82¢
Deferred income tax bene 0 (125)
Net change in
Loans held for sal 212 0]
Interest receivabl (1,72 (600
Interest payabl (251) (14%)
Other asset 13,73¢ 6,49:
Other liabilities (76€) 6,28¢
Net cash provided by operating activit 19,66( 28,42
Cash Flows From Investing Activities
Loans originated and acquired, net of principalemtéd 51,87( 75,50¢
Purchases o
Securities available for sa (149,799 (56,469
Premises and equipme (2,467) (20
Proceeds from
Sales of securities available for s 0 69,32¢
Principal repayments and maturities of securitieslable for sale 27,31¢ 21,91
Disposal of premises and equipm 20 54
Sales of covered other real estate ow 6,95¢ 5,95(
Sales of other real estate and other personal pgyopened 5,37 1,361
Capital improvements on other real estate props (257) (329
Decrease in Small Business Administration secuogtblwvings (55¢) 0]
Net cash acquired in business combinat 0 145,53
Net cash (used in) provided by investing activi (61,537 262,83!
Cash Flows From Financing Activities
Net increase (decrease) in depa 8,94¢ (258,867)
Proceeds from
Federal Home Loan Bank advan: 10C 0
Federal Reserve Bank borrowir 10C 0
Exercise of stock optior 38C 49C
Payment for
Repayment of Federal Home Loan Bank adva (4,140 (30,159
Repayment of Federal Reserve Bank borrow (100 0
Preferred stock dividenc 0 (9617)
Common stock dividenc (1,187 (282)
Repurchase of common sta (32 0
Net decrease in other borrowin 0 (86)
Net cash provided by (used in) financing activi 4,071 (289,86()
(Decrease) Increase in cash and cash equiv: (37,80 1,39
Cash and cash equivalents at beginning of p¢ 514,13( 305,07:
Cash and cash equivalents at end of pe $476,32¢ $ 306,47.

Supplemental Information:
Cash paid during the year for:
Cash paid for intere: $ 441 $  6,15¢



Non-cash investing activities
Assets acquired in FDIC assisted acquisitions (ehof cash and cash equivaler
Liabilities assumed in FDIC assisted acquisiti
Loans transferred to other real estate ow

See accompanying notes to unaudited consolidatedeosed financial statements.
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NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
Columbia Banking System, Inc.

1. Basis of Presentation and Significant Accountingolicies

(a) Basis of Presentatio

The interim unaudited consolidated condensed filghstatements have been prepared in accordanbeasgbunting principles
generally accepted in the United States of Amdicaondensed interim financial information andhwiitstructions to Form 10-Q and Article
10 of Regulation S-X. Accordingly, certain finarldisformation and footnotes have been omitted erdemsed. The consolidated condensed
financial statements include the accounts of the@amy, and its wholly owned banking subsidiary @dbia Bank. All intercompany
transactions and accounts have been eliminategnisotidation. In the opinion of management, albatthents (consisting only of normal
recurring adjustments) considered necessary fair atatement of the results for the interim pesipdesented have been included. The results
of operations for the three months ended Marct2B11 are not necessarily indicative of resultsg¢@bticipated for the year ending
December 31, 2011. The accompanying interim unaddibnsolidated condensed financial statementdghbeuead in conjunction with the
financial statements and related notes containéueitCompany’s 2010 Annual Report on Form 10-K.

(b) Significant Accounting Policie

The significant accounting policies used in preparaof our consolidated financial statements aseldsed in our 2010 Annual Report
on Form 10-K. There have not been any changesrisignificant accounting policies compared to thosetained in our 2010 10-K
disclosure for the year ended December 31, 2010.

2. Accounting Pronouncements Recently Issued

In April 2011, the Financial Accounting StandardsaBl (“the FASB”) issued Accounting Standards UpdéASU”) 2011-02 A
Creditor’s Determination of Whether a Restructuris@ Troubled Debt Restructurirf@opic 310). ASU 2011-02 clarifies the criteria for
restructuring to be classified as a TDR. The eiffeatiate of ASU 2011-02 will be the first interim@annual period beginning after June 15,
2011 and should be applied retrospectively to #gariming of the annual period of adoption. The Campis evaluating the impact this ASU
will have on its financial condition and resultsagferations.



Table of Contents

3. Earnings per Common Share

Basic Earnings Per Share (“EPS”) is computed bidtlig income applicable to common shareholdersheyweighted average number
of common shares outstanding for the period. Comshames outstanding include common stock and vesgtdcted stock awards where
recipients have satisfied the vesting terms. DdWE®S reflects the assumed conversion of all diéusiecurities, applying the treasury stock
method. The Company calculates earnings per slsarg the two-class method as described in the Bgsrper Share topic of the FASB
Accounting Standards Codification (“ASC"). The falling table sets forth the computation of basic dihtted earnings per share for the
three months ended March 31, 2011 and 2010:

Three Months Ended

March 31,

(in thousands except per share) 2011 2010
Basic EPS:
Net income $ 5,77¢ $ 7,91¢
Less: Preferred dividends and accretion of issudismunt for preferred

stock 0 1,10
Net income applicable to common sharehol $ 577¢ $ 6,80¢
Less: Earnings allocated to participating secis (53 (73
Earnings allocated to common sharehol $ 5,72¢ $ 6,73¢€
Weighted average common shares outstan 39,04: 27,88t
Basic earnings per common sh $ 0.1f $ 0.2¢
Diluted EPS:
Earnings allocated to common sharehol $ 5,72¢ $ 6,73¢€
Weighted average common shares outstan 39,04 27,88t
Dilutive effect of equity awards and warra 112 212
Weighted average diluted common shares outstar 39,15¢ 28,09¢
Diluted earnings per common shi $ 0.1f $ 0.2¢
Potentially dilutive share options that were nafuded in the computation

diluted EPS because to do so would be-dilutive. 54 54

4. Securities

The following table summarizes the amortized cgiss unrealized gains and losses and the restdtingalue of securities available
for sale:

Gross Gross
Unrealized Unrealized
Amortized
(in thousands) Cost Gains Losses Fair Value
March 31, 2011:
U.S. government agency and government-sponsoretpeise mortgage-backed
securities and collateralized mortgage obligat $612,37¢ $15,73¢ ($1,19¢  $626,92(
State and municipal securiti 246,97¢ 10,321 (1,289 256,01¢
U.S. government agency securit 2,01¢ 10 0 2,024
Other securitie: 3,281 0 (55) 3,22¢
Total $864,65: $ 26,07¢ ($ 2,54) $888,18t
December 31, 2010:
U.S. government agency and government-sponsoretpeise mortgage-backed
securities and collateralized mortgage obligat $491,53( $16,13¢ ($1,027)  $506,64:
State and municipal securiti 249,11° 7,241 (2,389 253,98:
Other securitie: 3,281 0 (38) 3,24:
Total $743,92¢ $ 23,38¢ ($ 3,449 $763,86¢
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The scheduled contractual maturities of investnsentirrities available for sale at March 31, 2011paesented as follows:

Due within one yea

Due after one year through five ye.
Due after five years through ten ye
Due after ten yeal

Total investment securities availa-for-sale

March 31, 2011

The following table summarizes the carrying valfisexurities pledged as collateral at March 31,1201

(in thousands)

Washington and Oregon State public depc
Federal Reserve Bank borrowir

Federal Home Loan Bank advant
Repurchase agreeme

Interest rate contrac

Other

Total securities pledged as collate

Amortized
Cost Fair Value
(in thousands)
$ 6,56¢ $ 6,697
59,80: 62,13¢
163,00 168,24!
632,00: 647,88!
$861,37. $884,96.
Carrying
Amount
$178,71¢
144,88
97,16:
26,73¢
12,40
1,427
$461,32¢

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, sgpgesl by investment category and length of timeitidividual securities have been in a

continuous unrealized loss position at March 31,128nd December 31, 2010:

March 31, 2011

Less than 12 Months

12 Months or More Total

Unrealized Unrealized Unrealize
Fair Fair Fair
(in thousands) Value Losses Value Losses Value Losses
U.S. government agency and government-sponsoredpgise
mortgage-backed securities and collateralized ragetg
obligations $201,95. ($1,19¢) $ 49 (% 2) $202,44: ($ 1,199
State and municipal securiti 31,03¢ (1,05  2,84( (237) 33,87¢ (1,28¢)
Other securitie: 2,261 (14) 95¢ (42) 3,22¢ (55)
Total $235,25° ($2,26)) $4,292 ($ 280 $239,54¢ ($ 2,54))
December 31, 201!
Less than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Fair Fair
(in thousands) Value Losses Value Losses Value Losses
U.S. government agency and government-sponsoredpgise
mortgage-backed securities and collateralized ragetg
obligations $ 86,52¢ ($1,02) $ 58t (% 2) $87,117 ($ 1,029
State and municipal securiti 74,75t (2,099 2,79 (284) 77,54 (2,389
Other securitie: 2,27¢ (6) 96¢ (32 3,24: (38)
Total $163,55¢ ($ 3,130 $4,34¢ ($ 318 $167,90° ($ 3,449

The unrealized losses on the above securitiesramarily attributable to increases in market ingtmates subsequent to their purchase
by the Company. Management does not intend taeglimpaired securities nor does available evidsnggest it is more likely than not that
management will be required to sell any impairezlgées. The Company’s securities portfolio doesinclude any private label mortgage
backed securities or investments in trust prefesesirities. Management believes the nature ofrgeslin the Company’s investment
portfolio present a very high probability of coltimg all contractual amounts due, as the majoritthe securities held are backed by
government agencies or government-sponsored eisespHowever, this recovery in value may not oédousome time, perhaps greater than

the one-year time horizon or perhaps even at ntgturi
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5. Loans
The following is an analysis of the loan portfotip major types of loans (net of deferred loan fees)

December 31
March 31,

(in thousands) 2011 2010
Noncovered loans
Commercial busines $ 782,56! $ 795,36!
Real Estate
One-to-four family residentia 50,54¢ 49,38:
Commercial and five or more family residential pedpes 785,87( 794,32!
Total real estat 836,41! 843,71:
Real estate constructio
One-to-four family residentia 61,097 67,96
Commercial and five or more family residential pedpes 30,07: 30,18t
Total real estate constructi 91,16¢ 98,14¢
Consume 177,21¢ 182,01
Less: deferred loan fe: (3,167 (3,490
Total noncovered loans, net of deferred 1 1,884,201 1,915,75.
Less: Allowance for loan and lease los (55,31%) (60,997
Noncovered loans, n 1,828,89: 1,854,76.
Covered loans, net of allowance for loan lossg$5{633) and ($6,055),
respectively 486,34! 517,06.
Total loans, ne $2,315,23 $2,371,82,
Loans held for sal $ 542 $ 754

Noncovered Loans

At March 31, 2011 and December 31, 2010, the Compad no loans to foreign domiciled businesse®m@idn countries, or loans
related to highly leveraged transactions. Subsitiytll of the Company’s loans and unfunded commeitts are geographically concentrated
in its service areas within the states of Washingtod Oregon.

The Company and its banking subsidiary have graotats to officers and directors of the Company r@hated interests. These loans
are made on the same terms, including interest eatd collateral, as those prevailing at the tiotedbmparable transactions with unrelated
persons and do not involve more than the normalaisollectability. The aggregate dollar amountitdse loans was $11.0 million and $12.9
million at March 31, 2011 and December 31, 2018peetively. During the first three months of 20adyances on related party loans were
$1.8 million and repayments totaled $3.7 million.

At March 31, 2011 and December 31, 2010, $414.lioniand $426.6 million of commercial and residehteal estate loans were
pledged as collateral on FHLB borrowings. Additityyaat March 31, 2011, the Company had $84 thodsarsmall Business Administration
(“SBA") loans pledged as collateral for SBA-secubemrowings.
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The following is an analysis of nonaccrual loansfaslarch 31, 2011 and December 31, 2010:

(in thousands)
Commercial Busines

Securec
Unsecurec

Real Estate -4 Family

Residential RE Pert

Real Estate Commercial & Multifamil

Commercial RE Lani
Income Property Multifamily Pert
Owner Occupied RE Per

Construction -4 Family

Land & Acquisition
Residential Constructic

Construction Commercial & Multifamil

Income Property Multifamily Constructic
Owner Occupied RE Constructi

Consume

(1)

Total

March 31, 2011

December 31, 2010

Recorded Unpaid Principe
Investment (1

Balance
Nonaccrual Nonaccrual
Loans Loans

Recorded Unpaid Principe
Investment (1

Balance
Nonaccrual Nonaccrual
Loans Loans

$ 23,68¢ $ 32,17

23C 231
3,18i 3,55¢
6,16( 8,94¢
9,38¢ 11,18¢

10,31¢ 10,57«
9,36¢ 19,27¢
3,66 9,23t
7,072 12,89:

0 0
5,71¢ 6,147

$ 32,36¢ $  44,31¢

0 327
2,99¢ 3,35:%
4,09: 6,27¢

11,71¢ 12,73;
7,407 8,99(
11,60¢ 21,34+
6,502 11,541
7,58¢ 12,91¢

0 0

5,022 5,192

$ 78,78 $  114,21¢

$ 89,30: $ 127,00:

Recorded investment includes unpaid princigddibce, net of charge-offs, unamortized deferrad fees or costs, unamortized

premiums or discounts and accrued intel
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The following is an analysis of the aged loan midfas of March 31, 2011 and December 31, 2010:

Greater

than 90
30-59 60 - 89 Days Pas Nonaccrue
Current Days Days Total
(in thousands) Loans Past Du Past Du Due Past Du Loans Total Loans
March 31, 2011
Commercial Busines
Securec $ 716,03( $2,83¢ $ 11 $ 0 $295: $23,67. $ 742,65:
Unsecurec 39,49¢ 13€ 50 0 18¢€ 22¢ 39,91
Real Estate -4 Family
Residential RE Pert 47,31 50 0 0 50 3,18¢ 50,54t
Real Estate Commercial & Multifamil
Commercial RE Lan 18,05: 21C 0 0 21C 6,15t 24,417
Income Property Multifamily Perr 420,77 1,02¢ 452 0 1,47¢ 9,37( 431,62(
Owner Occupied RE Per 317,00¢ 2,51z 0 0 2,51z 10,31 329,83
Construction -4 Family
Land & Acquisition 23,57« 0 0 0 0 9,36t 32,93¢
Residential Constructic 22,87( 1,66¢ 0 0 1,66°¢ 3,627 28,157
Construction Commercial & Multifamil
Income Property Multifamily Constructic 11,16¢ 0 0 0 0 7,072 18,23¢
Owner Occupied RE Constructi 11,83: 0 0 0 0 0 11,83:
Consume 170,69: 60¢ 20€ 0 81t 5,71 177,21¢
Total $1,798,801 $9,04¢ $ 821 $ 0 $9,86¢ $78,69: $1,887,36
Greater
than 90
30-59 60 - 89 Days Pas Nonaccrue
Current Days Days Total
(in thousands) Loans Past Du Past Du Due Past Due Loans Total Loans
December 31, 201!
Commercial Busines
Securec $ 720,92t $ 91¢ $ 692 $ 1 $1612 $31,91¢ $ 754,45
Unsecurec 40,45¢ 9 0 0 9 44¢ 40,91:
Real Estate -4 Family
Residential RE Pert 46,16" 22C 0 0 22C 2,99¢ 49,38:
Real Estate Commercial & Multifamil
Commercial RE Lan 18,97¢ 0 1,752 0 1,752 4,091 24,82
Income Property Multifamily Pert 426,32( 1,20¢ 121 0 1,32¢ 10,74¢ 438,39
Owner Occupied RE Per 318,50t 497 3,752 0 4,24¢ 8,35¢ 331,118
Construction -4 Family
Land & Acquisition 24,88: 214 20k 0 41¢ 11,60 36,90¢
Residential Constructic 24,65¢ 0 0 0 0 6,40( 31,05
Construction Commercial & Multifamil
Income Property Multifamily Constructic 10,66¢ 0 0 0 0 7,58¢ 18,25(
Owner Occupied RE Constructi 11,93t 0 0 0 0 0 11,93¢
Consume 176,00! 397 59k 0 992 5,02( 182,01
Total $1,819,49 $3,46¢ $7,117 $ 1 $10,58. $89,16: $1,919,24.

10
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The following is an analysis of nhoncovered impail@ahs as of March 31, 2011 and December 31, 2010:

Balance of

Impaired Loans With Impaired Loans Without
Loans Balance of Recorded Allowanc Recorded Allowanc Average
Collectively Loans Recorded
Measured fc  Individually Investmer
Measured fc Unpaid
Contingenc) Principa Unpaid Interest
Specific Recorded Related Recorded Principal Impaired  Recognized o
(in thousands) Provision Impairment Investment (1 Balance Allowance Investment (1 Balance Loans (1) Impaired Loan
March 31, 2011
Commercial Busines
Securec $ 720,86¢ $ 21,781 $ 12,05¢ $13247 $ 247 $ 10,34t $ 16,78 $ 26,101 $ 14¢
Unsecurec 39,81: 10z 73 75 73 29 30 102 2
Real Estate -4 Family
Residential RE Peri 47,687 2,85¢ 70 74 1 2,79(C 3,082 2,75¢ 4
Real Estate Commercial & Multifami
Commercial RE Lan 18,35( 6,067 4,71 6,90¢ 58 1,36( 1,44+ 4,97C 64¢
Income Property Multifamily Pert 422,15¢ 9,46¢ 311 321 51 9,17( 10,86¢ 11,43¢ 10
Owner Occupied RE Per 313,91° 15,91¢ 0 0 0 15,95¢ 18,53¢ 15,05¢ 0
Construction -4 Family
Land & Acquisition 23,421 9,51¢ 5,141 7,91t 35E 4,38( 9,06: 10,53¢ 94t
Residential Constructio 24,53¢ 3,62: 32¢ 327 34 3,33¢ 8,911 5,082 14
Construction Commercial & Multifamil
Income Property Multifamily
Constructior 11,16¢ 7,072 0 0 0 7,074 12,89: 7,32¢ 0
Owner Occupied RE Constructit 11,83: 0 0 0 0 0 0 0 0
Consumel 172,29! 4,92: 0 0 0 4,92¢ 5,22¢ 4,72¢ 0
Total $ 1,806,03 $ 81,33( $ 22,69t $2886. $ 81¢ $ 59,36t $ 86,83t $ 88,09 $ 1,76¢
Balance of Impaired Loans With Impaired Loans Without
Loans Balance of Recorded Allowanc Recorded Allowanc
Collectively Loans
Measured fc Individually
Measured fc Unpaid
Contingency Principa Unpaid
Specific Recorded Related Recorded Principal
(in thousands) Provision Impairment Investment (1 Balance Allowance Investment (1 Balance
December 31, 2010
Commercial Busines
Securec $ 724,66 $ 29,79: $ 2,717 $ 2,75¢ $ 60C $ 27,08! $ 26,91:
Unsecurec 40,80¢ 104 75 75 75 29 30
Real Estate -4 Family
Residential RE Pert 46,72¢ 2,65t 0 0 0 2,65¢ 2,94¢
Real Estate Commercial & Multifami
Commercial RE Lan 20,95¢ 3,86: 3,06: 5,22t 0 804 82€
Income Property Multifamily Pert 427,79¢ 10,59¢ 3,094 3,13¢ 59 10,29: 12,25:
Owner Occupied RE Per 317,01( 14,10: 0 0 0 14,15: 17,09¢
Construction -4 Family
Land & Acquisition 25,36 11,54: 53¢ 54¢ 3 11,01: 20,71¢
Residential Constructio 24,65t 6,40( 91t 1,72% 62 5,58t 9,82¢
Construction Commercial & Multifamil
Income Property Multifamily Constructic 10,66¢ 7,58¢ 6,792 10,51°¢ 175 792 2,401
Owner Occupied RE Constructit 11,93¢ 0 0 0 0 0 0
Consumel 177,48 4,53: 0 0 0 4,53: 4,691
Total $ 1,828,07: $ 91,17: $ 17,18¢ $ 23,98 $ 974 $ 76,93¢ $ 97,70«

(1) Recorded investment includes unpaid principdéubce, net of charge-offs, unamortized deferrad Ffees or costs, unamortized
premiums or discounts and accrued intel

Acquired Loans

Acquired loans accounted for under ASC Topic 310a88 comprised primarily of covered loans acquirethe Federal Deposit
Insurance Corporation (the “FDIC”") assisted acdquiss of Columbia River Bank and American MarinenBand are subject to loss-sharing
agreements with the FDIC. Acquired loans subjetbss-sharing agreements with the FDIC are refewwexds covered loans. The balance of
covered loans, net of allowance for loan losses, $486.3 million at March 31, 2011.

Under ASC Topic 310-30, purchasers are permittexjggregate acquired loans into one or more poadsjged the loans have common
risk characteristics. A pool is then accountedsf®a single asset with a single composite intea¢stand an aggregate expectation of cash
flows.

Changes in accretable yield for acquired loans asr®llows for the three months ended March 31,120

Three months ende:

March 31, 2011
(in thousands) Accretable Yield



Balance at beginning of peric $ 256,57.

Accretion (21,309
Cash receipts, disposals and change in cash (17,919
Balance at end of peric $ 217,35:
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6. Allowance for Loan and Lease Losses and Unfundeg@iommitments and Letters of Credit

We maintain an allowance for loan and lease lo§#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. Oathrmdology for making such assessm
and determining the adequacy of the ALLL includessfollowing key elements:

1. General valuation allowance consistent with thetlbgencies topic of the FASB ASI

2. Classified loss reserves on specific relatigmshpecific allowances for identified problem Isame determined in accordance
with the Receivables topic of the FASB A<

3. The unallocated allowance provides for otherdiacinherent in our loan portfolio that may novédeen contemplated in the
general and specific components of the allowanbés linallocated amount generally comprises legs 384 of the allowance. Tt
unallocated amount is reviewed quarterly basedeands in credit losses, the results of credit iesiand overall economic trenc

The general valuation allowance is systematicallgwdated quarterly using quantitative and qualigainformation about specific loan
classes. The minimum required level in which artgxievelops a systematic methodology to deterritallowance for loan and lease los
is at the segment level. However, the Company’gesyatic methodology in determining its allowancelé@mn and lease losses is prepared at
the class level, which is more detailed than tlggrsant level. The quantitative information usesdrisal losses from a specific loan class and
incorporates the loan’s risk rating migration fronigination to the point of loss. A loan’s riskirag is primarily determined based upon the
borrower’s ability to fulfill its debt obligationrém a cash flow perspective. In the event thefm@ncial deterioration of the borrower, the
borrower’s other sources of income or repaymentbs®@ considered, including recent appraisal valoesollateral dependent loans. The
qualitative information takes into account gene@nomic and business conditions affecting our etgplace, seasoning of the loan portfc
duration of the business cycle, etc. to ensurar@thodologies reflect the current economic envireninand other factors as using historical
loss information exclusively may not give an acteiestimate of inherent losses within the Compalogds portfolio.

The specific valuation allowance is a reserve &mheloan determined to be impaired and the valubeoimpaired loan is less than its
recorded investment. The Company measures therimeai based on the discounted expected futureftags, observable market price, or
the fair value of the collateral less selling caktke loan is collateral dependant or if foreclasis probable. The specific reserve for each
loan is equal to the difference between the reabideestment in the loan and its determined impaitvalue.

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

We have used the same methodology for ALLL calémtat during the three months ended March 31, 20812810. Adjustments to t!
percentages of the ALLL allocated to loan categosiee made based on trends with respect to deliwgggeand problem loans within each
pool of loans. The Company reviews the ALLL quaatiite and qualitative methodology on a quarterlsidand makes adjustments when
appropriate. The Company continues to strive towandintaining a conservative approach to creditityuand will continue to prudently add
to our ALLL as necessary in order to maintain adegueserves. The Company carefully monitors tha fwortfolio and continues to
emphasize the importance of credit quality whilatoaiously strengthening loan monitoring systent eontrols.
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The following table shows a detailed analysis efdiowance for loan and lease losses for noncdveans as of the three months
ended March 31, 2011 and the year ended Decemb203Q:

Beginning Specific
Ending General
(in thousands) Balance Chargt-offs Recoverie Provision Balance Reserwvi Allocation
March 31, 2011
Commercial Busines
Securec $21,817 ($328) $ 96 $3,687 $22,307 $247 $22,06(
Unsecurec 73¢€ (84) 9 (45) 61¢ 73 54k
Real Estate -4 Family
Residential RE Peri 1,10C (44%) 0 44¢ 1,10C 1 1,09¢
Real Estate Commercial & Multifamil
Commercial RE Lani 634 0 0 (79 55k 58 497
Income Property Multifamily Pert 15,21( (365) 42 (2,597 12,29¢ 51 12,24¢
Owner Occupied RE Per 9,69 0 31 68¢ 10,41 0 10,41
Construction -4 Family
Land & Acquisition 3,76¢ (768) 1,06¢ (773) 3,29¢ 35E 2,941
Residential Constructic 2,292 (659) 36 44¢ 2,11¢ 34 2,08¢
Construction Commercial & Multifamil
Income Property Multifamily Constructic 274 (487) 0 34C 127 0 127
Owner Occupied RE Constructi 70 0 0 2 68 0 68
Consume 2,12( (925) 63 1,16(C 2,41¢ 0 2,41¢
Unallocatec 3,28: 0 0 (3,289 0 0 0
Total $60,99: ($ 7,029 $ 1,348 % 0 $55,31f $ 81C $54,49¢
Beginning Specific
Ending General
(in thousands) Balance Charge-offs Recoverie Provision Balance Reservi Allocation
December 31, 2010
Commercial Busines
Securec $20,40¢ ($12,779 $ 1,21¢ $12,96¢ $21,81! $60C $21,21:
Unsecurec 1,56( (2,100 1,171 107 73¢€ 75 663
Real Estate -4 Family
Residential RE Peri 1,07z (40€) 15 41¢ 1,10C 0 1,10C
Real Estate Commercial & Multifamil
Commercial RE Lani 664 (2,165 0 2,13t 634 0 634
Income Property Multifamily Pert 9,86( (1,969 124 7,19t 15,21( 59 15,15!
Owner Occupied RE Per 6,69( (2,039 2 5,03¢ 9,69z 0 9,692
Construction -4 Family
Land & Acquisition 5,711 (8,409 1,19¢ 5,26¢ 3,76¢ 3 3,76¢
Residential Constructic 2,30¢ (2,447 474 1,961 2,292 62 2,23(
Construction Commercial & Multifamil
Income Property Multifamily Constructic 2,45: (3,109 77t 152 274 17t 99
Owner Occupied RE Constructi 36 0 0 34 70 0 70
Consume 1,282 (3,989) 64¢ 4,171 2,12 0 2,12(
Unallocatec 1,43 0 0 1,84¢ 3,28 0 3,28t
Total $53,47¢ ($39,407) $ 5,627 $41,29. $60,99¢ $ 974 $60,01¢

Changes in the allowance for unfunded commitmemdisletters of credit are summarized as follows:

Three Months Ended

March 31,
(in thousands) 2011 2010
Beginning balanc $ 1,16¢ $ 77E
Net changes in the allowance for unfunded commitsand letters of crec 49E 40
Ending balanci $ 1,66( $ 81t

Risk Elements

The extension of credit in the form of loans toiundlals and businesses is one of our principalroente activities. Our policies and
applicable laws and regulations require risk arglgis well as ongoing portfolio and credit managem@/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 limig the aggregation of debt to a sin



borrower.
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The monitoring process for the loan portfolio irdds periodic reviews of individual loans with risitings assigned to each loan. Based
on the analysis, loans are given a risk rating-t0 based on the following criteria:

1)
2)

3)

4)
5)
6)

ratings of -3 indicate minimal to low credit risl

ratings of 4-5 indicate an average to aboveamecredit risk with adequate repayment capacitgnwgrolonged periods of
adversity do not exis

ratings of 6-7 indicate potential weaknesseshagler credit risk requiring greater attentiondank personnel and management to
help prevent further deterioratic

rating of 8 indicates a loss is possible if loaralugesses are not correct
rating of 9 indicates loss is highly probable; hoes the amount of loss has not yet been determ
and a rating of 10 indicates the loan is uncollgletaand when identified is charc-off.

Loans with a risk rating of 1-6 are considered R@ass and loans with risk ratings of 7, 8, 9 afdife considered Special Mention,
Substandard, Doubtful and Loss, respectively. Lagitts a risk rating of Substandard or worse arerta as classified loans in our
allowance for loan and lease losses analysis. Wewehese loans to assess the ability of our lvegre to service all interest and principal
obligations and, as a result, the risk rating maatijusted accordingly. Risk ratings are reviewsd gpdated whenever appropriate, with
more periodic reviews as the risk and dollar vaifiss on the loan increases. In the event fulection of principal and interest is not
reasonably assured, the loan is appropriately deadggl and, if warranted, placed on non-accrualsten though the loan may be current
as to principal and interest payments. Additionallg assess whether an impairment of a loan warsg@cific reserves or a writwn of th

loan.

The following is an analysis of the credit qualiiyour noncovered loan portfolio as of March 3112@nd December 31, 2010:

March 31, 2011 December 31, 2010
Recorded Recorded
Weighted- Investment Weighted- Investment
Average Noncovered Average Noncovered
(dollars in thousands) Risk Ratin¢ Loans (1) Risk Ratin¢ Loans (1)
Commercial Busines
Securec 4.9¢ $ 745,14: 4,9¢ $ 757,37:
Unsecurec 4.4¢€ 37,53¢ 4.2% 41,17¢
Real Estate -4 Family
Residential RE Pert 4.9z 50,72( 4,9¢ 49,43¢
Real Estate Commercial & Multifamil
Commercial RE Lani 5.9C 24,54t 5.7t 24,95¢
Income Property Multifamily Pert 5.0 433,41: 5.07 406,71:
Owner Occupied RE Per 5.14 331,24! 5.12 366,28
Construction -4 Family
Land & Acquisition 6.71 33,06¢ 6.7¢ 37,05
Residential Constructic 6.4¢ 28,33« 6.62 31,29:
Construction Commercial & Multifamil
Income Property Multifamily Constructic 5.72 18,29( 6.3¢ 18,29¢
Owner Occupied RE Constructi 4.87 11,89¢ 4.9 11,99(
Consume 4.41 177,46! 4.31 182,62
Total recorded investment of noncovered la $1,891,65! $1,927,19:

(1) Recorded investment includes unpaid princidéubce, net of charge-offs, unamortized deferrad fees or costs, unamortized
premiums or discounts and accrued intel
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The following is an analysis of our covered loame, of related allowance for losses on coveredd@anof March 31, 2011 and
December 31, 2010:

Allowance
Weighted-
Covered Loans Average for Loan
(dollars in thousands) March 31, 201: Risk Ratin¢ Losses
Commercial Busines $ 144,38t 5.7¢ $ 861
Real Estate -4 Family 62,28 4.7t 327
Real Estate Commercial & Multifamil 329,19: 5.6¢ 2,731
Construction -4 Family 37,28: 7.4z 937
Construction Commercial & Multifamil 32,29( 6.6¢ 62€
Consume 53,97¢ 4.52 14¢
Subtotal of covered loar 659,41( $ 5,63¢
Less:
Valuation discount resulting from acquisition
accounting 167,43:
Allowance for loan losse 5,63¢
Covered loans, net of allowance for loan los $ 486,34!
Allowance
Weighted-
Covered Loans Average for Loan
(dollars in thousands) December 31, 20: Risk Ratin¢ Losses
Commercial Busines $ 165,25! 5.7¢ $ 2,90:
Real Estate -4 Family 68,70( 4,71 1,01z
Real Estate Commercial & Multifamil 341,06 5.7C 821
Construction -4 Family 39,754 7.2¢ 98
Construction Commercial & Multifamil 41,62 6.7¢ 46¢
Consume 58,33 4.4¢ 751
Subtotal of covered loar 714,73: $ 6,05¢
Less:
Valuation discount resulting from acquisition
accounting 191,61
Allowance for loan losse 6,05t
Covered loans, net of allowance for loan los $ 517,06

Acquired loans are accounted for under ASC 310rgDiwitially measured at fair value based on exgaéuture cash flows over the life
of the loans. Management monitors and estimatesateg future cash flows of acquired loans on atgtgrbasis. Acquired loans are also
subject to the Company’s internal and externalitrediew and are risk rated using the same cdtes loans originated by the Company.
However, risk ratings are not a clear indicatologEes on acquired loans as a majority of the $oaserecoverable from the FDIC under the
loss sharing agreements.

Draws on acquired loans, advanced subsequent togheacquisition date, are accounted for under ASG@20 and those amounts are
also subject to the Company’s internal and extesredit review. An allowance for loan losses ismated in a similar manner as the
originated loan portfolio, and a provision for ldasses is charged to earnings as necessary.

During the quarter ended March 31, 2011, the Compacorded a $422 thousand provision expense ne@aftir losses on covered
loans. Of this amount, $482 thousand was impairregpénse calculated in accordance with ASC 310p806204 thousand was negative
provision to adjust the allowance for loss caladiatinder ASC 450-20 for draws on acquired loans.ifitpact to earnings of the $422
thousand of provision expense recapture for covieras was offset through noninterest income bg2B&housand decrease in the FDIC
sharing asset.
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7. Changes in Other Real Estate Owned
The following table sets forth activity in noncoedrOREO for the period:

March 31,
(in thousands) 2011
Noncovered OREC
Balance, beginning of peric $30,99:
Transfers in, net of wri-downs ($91 and $193, respective 2,042
OREO improvement 251
Additional OREO writ-downs (2,910
Proceeds from sale of OREO prope (5,372
Gain on sale of ORE! 79
Total noncovered OREO, end of peri $26,08:
The following table sets forth activity in cover@REO at carrying value for the period:
March 31,
(in thousands) 2011
Covered OREO
Balance, beginning of peric $14,44:
Established through acquisitio 0]
Transfers in, net of wri-downs ($418 and $2,087, respective 3,42¢
OREO improvement 0
Additional OREO writ-downs (15)
Proceeds from sale of OREQO prope (6,959)
Gain on sale of ORE! 2,638
Total covered OREO, end of peri $13,52:

The covered OREO is covered by loss-sharing agneeméth the FDIC in which the FDIC will assume 8@¥&additional write-downs
and losses on covered OREOQO sales, or 95% of additierite-downs and losses on covered OREO satls iminimum loss share thresholds
are met.

8. Goodwill and Intangible Assets

In accordance with the Intangibles — Goodwill arttiéd topic of the FASB ASC, goodwill is not amoetizbut is reviewed for potential
impairment at the reporting unit level during thed quarter on an annual basis and between amestalin certain circumstances such as
material adverse changes in legal, business, regyland economic factors. An impairment loss torded to the extent that the carrying
amount of goodwill exceeds its implied fair valitnie Company completed its annual goodwill impairtiest during the third quarter of
2010 and determined the fair value of the Compasiyigle reporting unit exceeded its carrying value.

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

Three Months Ended

March 31,

(in thousands) 2011 2010
Total goodwill, beginning of perio $109,63¢ $ 95,51¢
Established through acquisitio 0 14,12(

Total goodwill, end of perio 109,63 109,63
Gross core deposit intangible balance, beginningeabd 26,65 8,89¢
Accumulated amortization, beginning of per (7,955 (4,037)
Core deposit intangible, net, beginning of pel 18,69¢ 4,86:
Established through acquisitio 0 17,75¢
CDiI current period amortizatic (989) (787)

Total core deposit intangible, end of per 17,71: 21,83:
Total goodwill and intangible assets, end of pe $127,35: $131,47!

The following table provides the estimated futumeoatization expense of core deposit intangiblegfierremaining nine months ending
December 31, 2011 and the succeeding four years:

(in thousands) Amount
Year ending December 3

2011 $2,84:
2012 3,441
2013 3,06¢
2014 2,604
2015 1,95¢

9. Shareholders’ Equity

Common StockOn February 3, 2011, the Company declared a qliadash dividend of $0.03 per share, payable onciM&; 2011 to
shareholders of record as of the close of busioe$=bruary 17, 2011. The payment of cash divid&hdabject to Federal regulatory
requirements for capital levels and other restiddi In addition, the cash dividends paid by Colianidank to the Company are subject to
both Federal and State regulatory requirementsse&julent to quarter end, on April 27 the Companyaded a quarterly cash dividend of
$0.05 per share, payable on May 25, 2011 to shitetsoof record at the close of business May 11120
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10. Comprehensive Income
The components of comprehensive income are asfgllo

Three Months Ended

March 31,
(in thousands) 2011 2010
Net income as reporte $5,77¢ $ 7,91¢
Unrealized gain from securitie
Net unrealized holding gain from available for ssgeurities arising during the period, net of thx$d,284) anc
($1,956) 2,31: 3,55¢
Reclassification adjustment of net gain from sdlawailable for sale securities included in incomet of tax of
$0 and $2( 0 (38)
Net unrealized gain from securities, net of redfacsgion adjustmen 2,31 3,51¢
Cash flow hedging instrumen
Reclassification adjustment of net gain includethcome, net of tax of $79 and $2 (142) (479
Net change in cash flow hedging instrume (142) (479
Pension plan liability adjustmer
Net unrealized gain (loss) from unfunded defineddbi¢ plan liability arising during the period, nefttax of
$154 and $(12 (261) 23
Less: amortization of unrecognized net actuariss iacluded in net periodic pension cost, net xofa($8) and
$(4) 14 7
Pension plan liability adjustment, r (247) 30
Total comprehensive incon $7,70:  $10,98¢

11. Fair Value Accounting and Measurement

The Fair Value Measurements and Disclosures tdpiceoFASB ASC defines fair value, establishes @segient framework for
measuring fair value and expands disclosure reqapangs about fair value. We hold fixed and variable interest-bearing securities,
investments in marketable equity securities anthaeother financial instruments, which are cara¢dair value. Fair value is determined
based upon quoted prices when available or thrthigluse of alternative approaches, such as matmodel pricing, when market quotes
not readily accessible or available.

The valuation techniques are based upon obseraalbl@nobservable inputs. Observable inputs reflecket data obtained from
independent sources, while unobservable inputsaieflur own market assumptions. These two typé&spots create the following fair value
hierarchy:

Level 1 — Quoted prices for identical instrumentsictive markets that are accessible at the maasutalate.

Level 2 —Quoted prices for similar instruments in active ke#s; quoted prices for identical or similar instients in markets that are
active; and model derived valuations whose inprgshservable or whose significant value driveesarservable.

Level 3 — Prices or valuation techniques that negimputs that are both significant to the faimeameasurement and unobservable.
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Fair values are determined as follows:

Securities at fair value are priced using matrigipg based on the securities’ relationship to ptienchmark quoted prices, and under
the provisions of the Fair Value Measurements aisdlBsures topic of the FASB ASC are considere@wel 2 input method.

Interest rate contract positions are valued in fgdehich use as their basis, readily observablkeatgparameters and are classified
within level 2 of the valuation hierarchy.

The following table sets forth the Company’s finahassets and liabilities that were accountedafdair value on a recurring basis at
March 31, 2011 by level within the fair value hiexfay. Financial assets and liabilities are clasdifih their entirety based on the lowest level
of input that is significant to the fair value maesment:

Fair value at Fair Value Measurements at Reporting Date Using
(in thousands March 31, 201: Level 1 Level 2 Level 3
Assets
Securities available for sa
U.S. government agen $ 2,02¢ $ 0 $ 2,024 $ O
U.S. government agency and sponsored enterprise
mortgage-back securities and collateralized modgag
obligations 626,92( 0 626,92( 0
State and municipal debt securit 256,01¢ 0 256,01¢ 0
Other securitie: 3,22¢ 0 3,22¢ 0
Total securities available for se $ 888,18! $ 0 $ 888,18t $ O
Other assets (Interest rate contra $ 9,05( $ 0 $ 9,05( $ O
Liabilities
Other liabilities (Interest rate contrac $ 9,05( $ 0 $ 9,05( $ O

Certain assets and liabilities are measured av&ire on a nonrecurring basis after initial reddgn such as loans measured for
impairment and OREO. The following methods werealuseestimate the fair value of each such clagmancial instrument:

Impaired loans - A loan is considered to be impaired when, basedusrent information and events, it is probabk the Company
will be unable to collect all amounts due (botlenest and principal) according to the contracteahs of the loan agreement. Impaired
loans are measured by the fair market value otdlflateral less estimated costs to sell.

Other real estate owned OREO is real property that the Bank has takenewshnip of in partial or full satisfaction of a loanloans.
OREO is recorded at the lower of the carrying amadithe loan or fair value less estimated costselb This amount becomes the
property’s new basis. Any write-downs based onpitoperty fair value less estimated cost to sathatdate of acquisition are charged to
the allowance for loan and lease losses. Managepeeiadically reviews OREO in an effort to ensure property is carried at the lov

of its new basis or fair value, net of estimatestsdo sell. Any write-downs subsequent to acqaisiare charged to earnings.

The following table presents information about @@mpany’s assets measured at fair value on a namireg basis for which a
nonrecurring change in fair value has been recoddeithg the reporting period. The amounts discldseldw represent the fair values at the
time the nonrecurring fair value measurements weade and not necessarily the fair value at thertigodate.

Fair Value Measurements at Losses During the
Reporting Date Using Three Months Endec
Fair value at
(in thousands March 31, 201: Level 1 Level2 Level 3 March 31, 2011
Impaired loan: $ 31,71 $ O $ 0 $31,71: $ 4,90¢
Non-covered OREC( 4,49( 0 0 4,49( 2,001
$  36,20: $ 0 $ 0 $36,20: $ 6,90¢

The losses on impaired loans disclosed above représe amount of the specific reserve and/or ehafts during the period applicable
to loans held at period end. The amount of theipeeserve is included in the allowance for laard lease losses. The losses on cmrerec
OREO disclosed above represent the writedowns takfareclosure that were charged to the allowdoctan and lease losses, as well as
subsequent writedowns from updated appraisalsatbet charged to earnings.
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12. Fair Value of Financial Instruments

Because broadly traded markets do not exist foit wiathe Company’s financial instruments, the faitue calculations attempt to
incorporate the effect of current market conditiaha specific time. These determinations are stilgein nature, involve uncertainties and
matters of significant judgment and do not incltabe ramifications; therefore, the results cannotibermined with precision, substantiated
by comparison to independent markets and may no¢ddized in an actual sale or immediate settleroétite instruments. There may be
inherent weaknesses in any calculation techniquéchanges in the underlying assumptions usedjdimgy discount rates and estimates of
future cash flows, could significantly affect thesults. For all of these reasons, the aggregafitmedair value calculations presented herein
do not represent, and should not be construedptesent, the underlying value of the Company.

The following methods and assumptions were usedtimate the fair value of each class of finanicisiruments 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 @k considered to have a fair value that approxamearrying value.

Securities available for sale—Securities at fair value are priced using matrigipg based on the securities’ relationship tceoth
benchmark quoted prices.

Loans—Loans are not recorded at fair value on a recgrimsis Nonrecurring fair value adjustments are periodjcedcorded on
impaired loans that are measured for impairmergdas the fair value of collateral. For most parforg loans, fair value is estimated using
expected duration and lending rates that would lh&es offered on March 31, 2011 for loans whichronithe attributes of the loans with
similar rate structures and average maturities. i@ernial loans and construction loans, which aréabée rate and short-term are reflected
with fair values equal to carrying value. The fatues resulting from these calculations are redilogean amount representing the change in
estimated fair value attributable to changes imdaers’ credit quality since the loans were orig@ith For nonperforming loans, fair value is
estimated by applying a valuation discount basexhupan sales data from the FDIC.

FDIC loss sharing asset The FDIC loss sharing asset is considered to hdai @alue that approximates carrying value.

Interest rate contracts—Interest rate swap positions are valued in moaetich use as their basis, readily observable ntarke
parameters.

Deposits—For deposits with no contractual maturity, the failue is equal to the carrying value. The faiuesof fixed maturity
deposits is based on discounted cash flows usiangitference between the deposit rate and currankeh rates for deposits of similar
remaining maturities.

FHLB and FRB borrowings —The fair value of Federal Home Loan Bank of Sedtthe “FHLB”) advances and Federal Reserve E
of San Francisco (the “FRB”) borrowings are estedabased on discounting the future cash flows usiagnarket rate currently offered.

Repurchase Agreements—The fair value of securities sold under agreemenépurchase are estimated based on discountirfgttive
cash flows using the market rate currently offered.

Long-term subordinated debt—The fair value of long-term subordinated debtestmated based on discounting the future cashsflow
using an estimated market rate.

Other Financial Instruments —The majority of our commitments to extend credit standby letters of credit carry current market
interest rates if converted to loans, as suchyirayvalue is assumed to equal fair value.
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The following table summarizes carrying amounts @stimated fair values of selected financial inskeats as well as assumptions used
by the Company in estimating fair value:

March 31, 2011 December 31, 2010
Carrying Fair Carrying Fair
Amount Value Amount Value
(in thousands)

Assets

Cash and due from ban $ 7497 $ 7497 $ 55,49 $ 55,49:
Interes-earning deposits with ban 401,35! 401,35! 458,63 458,63t
Securities available for sa 888,18t 888,18t 763,86t 763,86¢
FHLB stock 17,90¢ 17,90¢ 17,90¢ 17,90¢
Loans held for sal 542 542 754 754
Loans 2,315,23i 2,440,52i 2,371,82; 2,525,11:
FDIC loss sharing ass 193,05: 193,05: 205,99: 205,99:
Interest rate contrac 9,05( 9,05( 10,167 10,167
Liabilities

Deposits $3,336,21.  $3,336,80° $3,327,26' $3,330,61!
FHLB Advances 115,26! 117,72! 119,40! 122,72
Repurchase agreeme 25,00( 27,17¢ 25,00( 27,25
Other borrowing: 84 84 642 642
Long-term subordinated de 25,75: 23,45¢ 25,73¢ 20,15¢
Interest rate contrac 9,05( 9,05( 10,167 10,167

13. Derivatives and Hedging Activities

The Company periodically enters into certain conuia¢ifoan interest rate swap agreements in ordpragide commercial loan
customers the ability to convert from variableit@dl 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 conveagtistomer’s variable rate loan into a
fixed rate. The Company then enters into a cornedipg swap agreement with a third party in ordesfteet its exposure on the variable and
fixed components of the customer agreement. Afntleeest rate swap agreements with the customershénd parties are not designated as
hedges under the Derivatives and Hedging topib®BRASB ASC, the instruments are marked to markearnings.

The following table presents the fair value of datfive instruments at March 31, 2011 and 2010:

Asset Derivatives Liability Derivatives
As of March 31, 2011 2010 2011 2010
Balance Sheet Fair Balance Sheet Fair Balance Sheet Fair Balance Sheet Fair
(in thousands Location Value Location Value Location Value Location Value
Derivatives not designated a
hedging instruments
Interest rate contrac Other asse $9,05( Other asse $13,62: Other liabilities $9,05( Other liabilities $13,62:
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

This discussion should be read in conjunction withunaudited consolidated condensed financiasiants of Columbia Banking
System, Inc. (referred to in this report as “weduf”, and “the Company”) and notes thereto presketsewhere in this report and with the
December 31, 2010 audited consolidated financiésients and its accompanying notes included iManoal Report on Form 10-K. In the
following discussion, unless otherwise noted, r&fiees to increases or decreases in average balaneas of income and expense for a
particular period and balances at a particular oefter to the comparison with corresponding amototshe period or date one year earlier.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This quarterly report on Form 10-Q contains forwkoking statements within the meaning of the ReV@ecurities Litigation Reform
Act of 1995. These forward-looking statements idelubut are not limited to, statements about camglobjectives, expectations and
intentions that are not historical facts, and ostatements identified by words such as “expettsticipates,” “intends,” “plans,” “believes,”
“should,” “projects,” “seeks,” “estimates” or words$ similar meaning. These forward-looking stateteere based on current beliefs and
expectations of management and are inherently sttgjiesignificant business, economic and competitiucertainties and contingencies,
many of which are beyond our control. In addititrese forward-looking statements are subject torapons with respect to future business
strategies and decisions that are subject to chamgeldition to the factors set forth in the sees “Risk Factors” and “Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations” in this report, the follogyifactors, among others, could cause

actual results to differ materially from the anpiaied results:

* local and national economic conditions could bs fasorable than expected or could have a moretdired pronounced effect on
us than expected and adversely affect our abdityontinue internal growth at historical rates amantain the quality of our
earning asset:

» the local housing/real estate market could conttowecline;

» the risks presented by a continued challenging @ognwhich could adversely affect credit qualitgllateral values, including
real estate collateral, investment values, liqyiditd loan originations and loan portfolio delingog rates

» the efficiencies and enhanced financial and opgygierformance we expect to realize from investsianpersonnel, acquisitions
and infrastructure could not be realiz

» interest rate changes could significantly reduddnterest income and negatively affect fundingrses;
» projected business increases following strategi@psion or opening of new branches could be loham expectec
» the scope and cost of FDIC insurance and otherages could increas

» changes in accounting principles, policies, andiglines applicable to bank holding companies amdkibng could increase costs
adversely affect our financial resul

» competition among financial institutions could iease significantly

» the goodwill we have recorded in connection withuasitions could become impaired, which may hava@werse impact on our
earnings and capite

e we may not be able to effectively manage credk, iigterest rate risk, market risk, operationak riegal risk, liquidity risk and
regulatory and compliance risk; a

» our profitability measures could be adversely affddf we are unable to effectively deploy the talpive raised in 201(

Please take into account that forward-looking statets speak only as of the date of this reportdd/aot undertake any obligation to
publicly correct or update any forward-looking staent whether as a result of new information, fiwents or otherwise.
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CRITICAL ACCOUNTING POLICIES

Management has identified the accounting policégted to the allowance for loan and lease logsesness combinations, acquired
impaired loans, FDIC loss sharing asset and theatiain and recoverability of goodwill as criticaldn understanding of our financial
statements. These policies and related estimatedisoussed in “ltem 7. Management Discussion amalysis of Financial Condition and
Results of Operation” under the headings “Allowafard_oan and Lease Losses”, “Business CombinatjdAsquired Impaired Loans”,
FDIC Loss Sharing Asset” and “Valuation and Recabdity of Goodwill” in our 2010 Annual Report orofm 10-K. There have not been
any material changes in our critical accountinggied as compared to those disclosed in our 20XfuainReport on Form 10-K.

Significant Influences on the Quarter Ended March 3, 2011
Earnings Summary

The Company reported net income for the first qarast $5.8 million applicable to common sharehaddar $0.15 per diluted common
share, compared to $6.8 million or $0.24 per ddutemmon share for the first quarter of 2010. Téerease in net income from the prior y
period was attributable to a decline in noninter@sdme and an increase in noninterest expensaeTieeluctions, however, were partially
offset by an increase in net interest income. Reburaverage assets and return on average comrin were 0.55% and 3.30%,
respectively, for the first quarter of 2011, cormguhwith returns of 0.81% and 5.93%, respectivehttie same period of 2010.

Revenue (net interest income plus noninterest ie)dor the three months ended March 31, 2011 waL%$4illion, 21% less than the
same period in 2010. The decrease was primaridgaltrof a decline in noninterest income due togdie recorded on the acquisition of
American Marine Bank during the first quarter ofl2Qas well as the $14.8 million loss recordedmuthe first three months of 2011 as a
result of a change in the FDIC loss sharing a3$et.noninterest income decline was partially offsetin increase in net interest income as a
result of recording incremental accretion incom&b2.4 million on the acquired loan portfolios. Theremental accretion income represents
the amount of income recorded on the acquired labose the contractual rate stated in the indiithan notes.

Total noninterest expense in the quarter ended IMatc 2011 was $37.3 million, a 10% increase froenfirst quarter of 2010. The
increase was primarily due to the additional opegagxpenses of the two FDIC assisted acquisitionthe entire first quarter of 2011,
compared to only the last two months of the fitsarger in 2010.

The provision for loan and lease losses for thet §uarter of 2011 was $0 for the noncovered laatfgdio and a negative $422
thousand for the covered loan portfolio compareith %iL5.0 million for the noncovered loan portfadiod $0 for the covered loan portfolio
during first quarter of 2010. As discussed in mibetail elsewhere in this report, the provision dieci is made quarterly, based on a detailed
process to determine the adequacy and approprsst@fi¢he Company'’s allowance for loan losses. Adingly, the level of provisioning in
the first quarter of 2011 does not necessarilyaigrirend. As a result of not recording a provisihe Company’s total allowance for loan
and lease losses was 2.94% of net noncovered &dnarch 31, 2011 compared to 3.18% at year-en® 201 2.92% at the end of the first
quarter 2010. Net charge-offs for the current qrastere $5.7 million compared to $11.5 million fbe first quarter of 2010.

RESULTS OF OPERATIONS

Our results of operations are dependent to a ldegece on our net interest income. We also geneaatimterest income through service
charges and fees, merchant services fees, andowaréd life insurance. Our operating expenses copsisarily of compensation and
employee benefits, occupancy, merchant card primggs$ata processing and legal and professional féke most financial institutions, our
interest income and cost of funds are affectedifsigmtly by general economic conditions, partigliyfachanges in market interest rates, an
government policies and actions of regulatory atitiles.

Net Interest Income

Net interest income for the first quarter of 2014sv$50.4 million, an increase of 32% from $38.3iamilfor the same quarter in 2010.
The Company’s net interest margin increased to%.B0the first quarter of 2011, from 4.78% for g@me quarter last year. The increases in
net interest income and margin were primarily duthe impact of income accretion on the acquireah Iportfolios. The incremental accreti
income represents the amount of income recordd¢teacquired loans above the contractual ratedstatihe individual loan notes. The
additional income stems from the discount estabtisht the time these loan portfolios were acquiged,increases net interest income anc
net interest margin. The incremental accretionimedad a positive impact of approximately 1.38%k@nfirst quarter’s net interest margin.
For the same period last year, the incrementakiocrincome had a positive impact of approxima@B356% on the net interest margin.
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The following table sets forth the average balamtesl major categories of interest-earning asaatsinterest-bearing liabilities, the
total dollar amounts of interest income on integgning assets and interest expense on intergsting liabilities, the average yield earned
on interest-earning assets and average rate pardesest-bearing liabilities by category and itatamet interest income and net interest
margin.

Three months ended March 31, Three months ended March 31,
2011 2010
Average Average
Average Interest Average Interest

(in thousands) Balances (1) Earned / Paic Rate Balances (1) Earned / Paic Rate
ASSETS
Loans, net (1) (2 $2,388,071 $ 47,56¢ 8.0¢% $2,440,41! $ 37,06¢ 6.1€%
Taxable securitie 526,81 4,415 3.4(% 487,95¢ 4,74 3.94%
Tax exempt securities(: 240,54: 3,82¢ 6.45% 222,68¢ 3,79¢ 6.91%
Interes-earning deposits with banks and federal funds 477,22° 29¢ 0.25% 217,17¢ 14¢ 0.2E%

Total interes-earning asset 3,632,66: $ 56,11. 6.26%  3,368,24. $ 45,75« 5.51%
Other earning asse 52,70¢ 50,67t
Noninteres-earning asse! 582,97t 526,12¢

Total asset $4,268,34 $3,945,04
LIABILITIES AND SHAREHOLDERS ' EQUITY
Certificates of depos $ 608,15« $ 1,447 0.9¢% $ 858,570 $ 2,84( 1.34%
Savings accoun 215,03« 46 0.0% 182,16 82 0.1&%
Interes-bearing deman 682,74¢ 411 0.2% 594,05¢ 653 0.45%
Money market accoun 923,88 1,17¢ 0.52% 760,76: 1,36¢ 0.7%

Total interes-bearing deposit 2,429,82. 3,07¢ 0.51%  2,395,56. 4,941 0.84%
Federal Home Loan Bank and Federal Reserve Bank

borrowings 115,19: 694 2.4% 125,35( 70t 2.28%

Long-term obligations 25,74 251 3.9¢% 25,67¢ 24¢ 3.95%
Other borrowing 26,077 13¢ 2.15% 25,00( 11€ 1.91%

Total interes-bearing liabilities 2,596,83 $ 4,16 0.65% 2,57158 $ 6,01 0.95%
Noninteres-bearing deposit 876,34 740,38
Other nonintere-bearing liabilities 84,88t 93,21:
Shareholder equity 710,28: 539,85t
Total liabilities & shareholde’ equity $4,268,34 $3,945,04.
Net interest income (% $ 51,95( $ 39,74.
Net interest margil 5.8(% 4.78%

(1) Nonaccrual loans have been included in the taldésams carrying a zero yield. Amortized net deferdoan fees were included in 1
interest income calculations. The amortization eff deferred loan fees was $224 thousand and $98@ahd for the three months en
March 31, 2011 and 2010, respective

(2) Tax-exemptincome is calculated on a tax equivalenspbased on a marginal tax rate of 3!
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The following tables set forth the total dollar ambof change in interest income and interest espefhe changes have been
segregated for each major category of interestiggassets and interest-bearing liabilities intamants attributable to changes in volume,
changes in rates and changes in rates multipliacblyme. Changes attributable to the combined effegolume and interest rates have been
allocated proportionately to the changes due tamel and the changes due to interest rates:

Three Months Ended March 31,
2011 Compared to 2010

(in thousands) Increase (Decrease) Due to
Volume Rate Total

Interest earning asset:

Loans (1)(2 $(811) $11,31¢  $10,50¢

Taxable securitie 35¢ (687) (32%)

Tax exempt securities (. 293 (2617) 32

Interest earning deposits with banks and federal$isolc 162 (14) 14¢
Interest income (2 $ 4 $10,35¢  $10,35¢

Interest bearing liabilities

Deposits:
Certificates of depos $(710) $ (687 $(1,399
Savings accoun 13 (49) (36)
Interes-bearing deman 87 (329) (242)
Money market accoun 257 (448) (197)
Total interest on deposi (359 (1,509 (1,862)
FHLB and Federal Reserve Bank borrowil (59) 48 (172)
Long-term obligations © 2 2
Other borrowing 5 15 20
Interest expens $(407) $(1,449 $(1,85)

(1) Nonaccrual loans have been included in the talddsams carrying a zero yield. Amortized net defddoan fees were included in 1
interest income calculations. The amortization eff deferred loan fees was $224 thousand and $98@dind for the three months en
March 31, 2011 and 2010, respectiv¢

(2) Tax-exemptincome is calculated on a tax equivalenspbhased on a marginal tax rate of 3!

Provision for Loan and Lease Losses

During the first quarter of 2011, the Company releorno provision for loan and lease losses on n@red loans, compared to $15.0
million for the same period in 2010. The decisiomeécord no provision was made in accordance Wighdompany’s methodology for
determining the ALLL, discussed in Note 6 to thex@pany’s consolidated condensed financial statenpretented elsewhere in this report,
and was based upon improving credit metrics imihrecovered loan portfolio and contraction of thetfotio. The Company’s total allowance
for loan losses was 2.94% of noncovered loans athval, 2011 compared to 3.18% of noncovered laaecember 31, 2010. For the
covered loan portfolio, the Company recorded a tieg@rovision for loan losses of $422 thousancti@ quarter ended March 31, 2011.
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Noninterest Income (Loss)

Noninterest loss was $5.4 million for the first geaof 2011, compared to income of $18.5 million the prior-year period. The
decrease was primarily due to the $14.8 millionngjeain the FDIC loss sharing asset recorded ictinent quarter. The change in the FDIC
loss sharing asset recognizes the decreased athati@olumbia expects to collect from the FDIC urtthe terms of its loss sharing
agreements due to loan prepayments and removaliyadtiring the quarter. The decrease in nonirgeigcome was also due to the fact that
the first quarter of 2010 included the $9.8 millioargain purchase gain from the American MarinekBagmsaction. The current quarter
includes no such bargain purchase gain.

Noninterest Expense

Total noninterest expense for the first quarte2@f1 was $37.3 million, an increase of 10% from.$38illion a year earlier. The
addition of operating expenses for the two 2010¢~@ssisted transactions was the primary reasoéancrease. The most significant
increases were in compensation and employee benafitupancy and regulatory premiums. The incriasempensation and employee
benefits resulted from two FDIC assisted transast@nd the addition of two new banking teams. Oaoap expenses increased due to the
Company actively remediating deferred maintenassess at branches acquired through the FDIC-ad¢istesactions. The increase in
regulatory premiums is a result of the increasthénCompany’s deposit base through both acquiséti@horganic growth. Finally, other
noninterest expense increased $1.8 million fronfitsequarter of 2010. The increase was primatilg to the Company recording a clawk
liability of $1.7 million. The Companyg Purchase & Assumption agreement with the FDI@Qireg the Company to reimburse the FDIC a
conclusion of the loss share agreement period,uaep020, a calculated amount if total lossesheraicquired loan portfolios fail to reach a
minimum threshold level. The $1.7 million liabilitgcorded in the first quarter represents the resemt value of management’s clawback
liability estimate of $2.7 million. The clawbaclability is evaluated at the individual portfoliovkd each quarter and adjusted upward or
downward according to the total expected losses thnveloss share period.

The following table presents the significant comgruts of noninterest expense and the related datidupercentage change from period
to period:

Three months ended March 31,

2011 $ Change % Change 2010
(dollars in thousands)
Compensatiol $15,58: $ 3,81¢ 32%  $11,76¢
Employee benefit 3,26¢ 754 3% 2,51t
Contract labo 65 (2,639 -98% 2,70z
18,92: 1,93t 11% 16,98¢
All other noninterest expens

Occupancy 4,391 42¢ 11% 3,96¢
Merchant processin 883 (217) -20% 1,10C
Advertising and promotio 901 63 8% 83¢
Data processing and communicati 1,92¢ 45 2% 1,87¢
Legal and professional fe 1,41% (85) -6% 1,49¢
Taxes, license and fe 86& 301 53% 564
Regulatory premium 2,19t 69¢ 47% 1,49¢
Net cost of operation of other real estate ow (442) (1,759 -134% 1,312
Amortization of intangible: 984 197 25% 787
Other 5,30¢ 1,83 53% 3,46¢
Total all other noninterest exper 18,42°¢ 1,51¢ 9% 16,91
Total noninterest expen: $37,34¢ $ 3,44¢ 10% $33,89:
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The following table presents selected items induideother noninterest expense and the associatathe from period to period:

Three months ended Increase

March 31, (Decrease

(in thousands) 2011 2010 Amount
FDIC clawback expenst $1,70C $ — $ 1,70C
Postage 52¢ 47¢€ 53
Software support & maintenan 31C 24¢€ 64
Supplies 267 30¢ 42
Insurance 222 234 (12
ATM Network 222 177 45
Travel 21t 164 51
Employee expense 171 13z 38
Sponsorships and charitable contributi 13C 191 (62)
Directors fee! 11t 111 4
Federal Reserve Bank processing 1 79 68 11
CRA partnership investment exper 54 66 (12
Investor relation: 25 20 5
Miscellaneous 1,26¢€ 1,27: (7)
Total other noninterest exper $5,30f $3,46¢ $ 1,83i

In managing our business, we review the efficieratip, on a fully taxable-equivalent basis. Ouiaiincy ratio (noninterest expense,
excluding net cost of operation of other real estatd FDIC clawback liability expense, divided bg sum of net interest income and
noninterest income on a tax equivalent basis, eketpany gain/loss on sale of investment securias on bank acquisition, incremental
accretion income on the acquired loan portfolio tredchange in the FDIC indemnification asset) Wai83% compared to 67.03% for the
first quarter 2010.

Income Taxes

We recorded an income tax provision of $2.3 millionthe first quarter of 2011, compared with adfeérof $66 thousand for the same
period in 2010. Our effective tax rate remains Iotian the statutory tax rate due to our nontaxadgeme generated from tax-exempt
municipal bonds, investments in bank owned lifairasce, and low income housing credits. For adttiinformation, please refer to the
Company'’s annual report on Form 10-K for the yeates]l December 31, 2010.

Credit Risk Management

The extension of credit in the form of loans orestbredit products to individuals and businesseséof our principal business
activities. Our policies and applicable laws angltations require risk analysis as well as onggogfolio and credit management. We
manage our credit risk through lending limit coastts, credit review, approval policies, and exiezsongoing internal monitoring. We also
manage credit risk through diversification of tban portfolio by type of loan, type of industrypgyof borrower and by limiting the
aggregation of debt limits to a single borrowere Thonitoring process for our loan portfolio inclsgeeriodic reviews of individual loans w
risk ratings assigned to each loan. We review theges to assess the ability of the borrower toiserall of its interest and principal
obligations and, as a result, the risk rating mayadjusted accordingly. In the event that full edlion of principal and interest is not
reasonably assured, the loan is appropriately doadggl and, if warranted, placed on nonaccruals&tan though the loan may be currer
to principal and interest payments. Additionallye review these types of loans for impairment iroagdance with the Receivables topic of the
FASB ASC. Impaired loans are considered for nonsdatatus and will typically remain as such uatilprincipal and interest payments are
brought current and the prospects for future paymienaccordance with the loan agreement appeatively certain.

Loan policies, credit quality criteria, loan poltoguidelines and other credit approval processesestablished under the guidance of
our Chief Credit Officer and approved, as apprdpriby the Board. The Company’s Credit Administnatidepartment and loan committee
have the responsibility for administering the ctegliproval process. As another part of its corgrotess, we use an independent internal
credit review and examination function to provigsarance that loans and commitments are made ainthinad as prescribed by our credit
policies. This includes a review of documentatidrew the loan is initially extended and subsequenttitoring to assess continued
performance and proper risk assessment.
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We have diversification of loan types within ouriolio. However, we are not immune to either tlwerent instability in the residential
real estate markets and mortgage-related indusirithee increasing economic stress in the comnmler@aket. Accordingly, we will continue
to be diligent in our risk management practices magthtain, what we believe, are adequate reseorgadbable loan losses.

Loan Portfolio Analysis

We are a full service commercial bank, originatingide variety of loans, but concentrating our lagdefforts on originating
commercial business and commercial real estatesloan

The following table sets forth the Company’s loamtfolio by type of loan for the dates indicated:

December 31

(in thousands) Ma;gqfl, 2010
Commercial business $ 782,56! 41.5% $ 795,36 41.5%
Real estate:
One-to-four family residentia 50,54¢ 2.7% 49,38: 2.6%
Commercial and five or more family residential pedjes 785,87( 41.7% 794,32¢ 41.5%
Total real estat 836,41! 44.% 843,71. 44.1%
Real estate construction
One-to-four family residentia 61,097 3.2% 67,96 3.5%
Commercial and five or more family residential pedjes 30,07: 1.€% 30,18t 1.€%
Total real estate constructi 91,16¢ 4.%% 98,14¢ 5.1%
Consumer 177,21t 9.4% 182,01 9.5%
Subtotal 1,887,36 100.%  1,919,24. 100.2%
Less: Deferred loan fet (3,167 -0.2% (3,490 -0.2%
Total noncovered loans, net of deferred 1 1,884,201 100.%  1,915,75 100.(%
Less: Allowance for loan and lease los (55,319 (60,999
Noncovered loans, n 1,828,89. 1,854,76.
Covered loans, net of allowance of ($5,633) andO@&h), respectivel 486,34! 517,06:
Total loans, ne $2,315,23 $2,371,82;
Loans Held for Sal $ 542 $ 754

Total noncovered loans decreased $31.5 millio2%y from year-end 2010. The decrease in total leassdriven primarily by weak
loan demand in the markets we serve. The noncoveaedportfolio continues to be diversified, wittetintent to mitigate risk by minimizing
concentration in any one segment.

Commercial LoansWe are committed to providing competitive commdrigiading in our primary market areas. Managemeapeets a
continued focus within its commercial lending protduand to emphasize, in particular, relationslaipking with businesses, and business
owners.

Real Estate Loansthese loans are used to collateralize outstandiagreces from the FHLB. Those residential loanssaseired by
properties located within our primary market arean typically have loan-to-value ratios of 80%awer.

Generally, commercial and five-or-more family resitial real estate loans are made to borrowershake existing banking
relationships with us. Our underwriting standardeeyally require that the loan-to-value ratio foege loans not exceed 75% of appraised
value, cost, or discounted cash flow value, as@pjate, and that commercial properties maintalst deverage ratios (net operating income
divided by annual debt servicing) of 1.2 or bettdowever, underwriting standards can be influenmedompetition and other factors. We
endeavor to maintain the highest practical undéingistandards while balancing the need to remaimpetitive in our lending practices.

Real Estate Construction Loané/e originate a variety of real estate construckimms. One-tdeur family residential construction loe
are originated for the construction of custom hoiwgsere the home buyer is the borrower) and to
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provide financing to builders for the constructimiipre-sold homes and speculative residential cooson. Underwriting guidelines for these
loans vary by loan type but include loan-to-valingtk, term limits and loan advance limits, as agaile.

Our underwriting guidelines for commercial and fimemore family residential real estate construttimans generally require that the
loan-to-value ratio not exceed 75% and stabilizelot doverage ratios (net operating income dividedrimual debt servicing) of 1.2 or better.
As noted above, underwriting standards can beénfted by competition and other factors. Howeverendeavor to maintain the highest
practical underwriting standards while balancing tieed to remain competitive in our lending prastic

Consumer LoansConsumer loans include automobile loans, boat aagkational vehicle financing, home equity and home
improvement loans and miscellaneous personal loans.

Foreign LoansOur banking subsidiaries are not involved with l&mforeign companies or foreign countries.

Nonperforming Assets

Nonperforming assets consist of: (i) nonaccruah$odii) in most cases restructured loans, for Whioncessions, including the reduc
of interest rates below a rate otherwise avail&dbtdat borrower or the deferral of interest onpipal, have been granted due to the
borrower’s weakened financial condition (interestrestructured loans is accrued at the restructiated when it is anticipated that no loss of
original principal will occur); (iii) other real ¢ste owned; and (iv) other personal property ow@mllectively, nonaccrual and restructured
loans are considered nonperforming loans.

Nonaccrual noncovered loang he consolidated financial statements are prepaceording to the accrual basis of accountings Thi
includes the recognition of interest income onltan portfolio, unless a loan is placed on a nonaddasis, which occurs when there are
serious doubts about the collectability of printipainterest. Generally our policy is to discomiinthe accrual of interest on all loans past due
90 days or more and place them on nonaccrual sttiien a noncovered loan is placed on nonaccratlsstany accrued but unpaid interest
on that date is removed from interest income.

Covered loans We consider covered loans to be performing dubdapplication of the yield accretion method undi8C Topic 310-
30, Loans and Debt Securities Acquired with DeteriodaBredit Quality. Topic 310-30 allows us to aggregate credit-ingghioans acquired
in the same fiscal quarter into one or more pguigyided the loans have common risk characteristigzool is then accounted for as a single
asset with a single composite interest rate anabgnegate expectation of cash flows. The coveradslacquired are and will continue to be
subject to the Company’s internal and externalitregiew and monitoring. Any credit deterioratierperienced subsequent to the initial
acquisition will result in a provision for loan ks being charged to earnings. These provisioh®evihostly offset by an increase to the
FDIC loss sharing asset and will be recognizecoimimterest income.
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The following tables set forth, at the dates int#idainformation with respect to our nonaccruahmaestructured loans, total
nonperforming loans and total nonperforming assets:

December 31

March 31,
(in thousands) 2011 2010
Nonperforming assets, excluding covered assets
Nonaccrual loans
Commercial busines $ 23,89¢ $ 32,367
Real estate
One-to-four family residentia 3,18¢ 2,99¢
Commercial and five or more family residential resfate 25,83¢ 23,19:
Total real estat 29,02: 26,18¢
Real estate constructio
One-to-four family residentia 12,981 18,00¢
Commercial and five or more family residential resfate 7,072 7,58¢
Total real estate constructi 20,06( 25,58¢
Consume 5,712 5,02(
Total nonaccrual loar 78,69: 89,16:
Restructured loan:
Commercial busines 11€ —
Commercial and five or more family residential resfate 5,88¢ 5,74
One-to-four family residential constructic 74C 75€
Total restructured loar 6,73¢ 6,50¢
Total nonperforming loan 85,43: 95,66¢
Other real estate owned and other personal propented 29,31t 30,99
Total nonperforming assets, excluding covered a $114,74¢ $ 126,65¢

As of March 31, 2011, nonperforming noncovered @ssere $114.7 million, compared to $126.7 millairDecember 31, 2010. The
percent of nonperforming, noncovered assets t@gamnd noncovered assets at March 31, 2011 wa%:3c0mpared to 3.40% for
December 31, 2010. For additional discussion asdakure see Note 6 to the Company’s ConsolidatezhEial Statements presented
elsewhere in this report.
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Allowance for Loan and Lease Losses

We maintain an allowance for loan and lease lo§#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. Oathrmdology for making such assessm
and determining the adequacy of the ALLL includessfollowing key elements:

1. General valuation allowance consistent with thetlbgencies topic of the FASB ASI

2. Classified loss reserves on specific relatigmshpecific allowances for identified problem Isame determined in accordance
with the Receivables topic of the FASB A<

3. The unallocated allowance provides for other criedises inherent in our loan portfolio that may Imte been contemplated in
general and specific components of the allowanbés linallocated amount generally comprises legs 384 of the allowance. Tt
unallocated amount is reviewed periodically basedrends in credit losses, the results of creditengs and overall economic
trends.

On a quarterly basis our Chief Credit Officer rewdewith 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 trend:

Historical loss experienc

Seasoning of the loan portfol

Bank regulatory examination resu

Findings of internal credit examine

Duration of current business cy(

© N o gk wbd

Specific loss estimates for problem lo:

The ALLL is increased by provisions for loan andde losses (“provision”) charged to expense, anetlisced by loans charged off, net
of recoveries. While we believe the best informatwailable is used by us to determine the ALLLlargdes in market conditions could result
in adjustments to the ALLL, affecting net incomiesircumstances differ from the assumptions usetkitermining the ALLL.

In addition to the ALLL, we maintain an allowanag finfunded commitments and letters of credit. Wfmort this allowance as a
liability on our Consolidated Balance Sheet. Weethaine this amount using estimates of the proligihwfithe ultimate funding and losses
related to those credit exposures. This methodo®gimilar to the methodology we use for determgnthe adequacy of our ALLL. For
additional information on our allowance for unfuddsmmitments and letters of credit, see NotetBeaConsolidated Condensed Financial
Statements presented elsewhere in this report.

At March 31, 2011, our allowance for loan and Idlasses for noncovered loans was $55.3 millior2.84% of total noncovered loans
(excluding loans held for sale) and 65% of nonpenfog, noncovered loans and 48% of nonperformingcovered assets. This compares
with an allowance of $61.0 million, or 3.18% of ttmal loan portfolio (excluding loans held foregl64% of nonperforming loans at
December 31, 2010.
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The following table provides an analysis of the @amy’s allowance for loan and lease losses for ogred loans at the dates and the
periods indicated:

Three Months Ended March 31,

(in thousands) 2011 2010
Beginning balanc $ 60,99 $ 53,47¢
Charge-offs:
Commercial busines (3,929 (2,21¢6)
One-to-four family residentia (102) —
Commercial and fiv-or-more family residentie (365) (2,487)
One-to-four family residential constructic (1,21¢) (4,662
Commercial and fiv-or-more family residential constructic (487) (2,359
Consume (925) (1,139
Total charg-offs (7,029) (12,857
Recoveries
Commercial busines 10t 528
Commercial and fiv-or-more family residentie 73 39
One-to-four family residential constructic 1,104 767
Consume 63 27
Total recoverie 1,34 1,35¢
Net charg-offs (5,67¢) (11,499
Provision charged to expen — 15,00(
Ending balanci $ 55,31 $ 56,98
Total loans, net at end of period, excluding cogldoans and loans held for sale $1,884,20! $1,949,60!
Allowance for loan and lease losses to pe-end loans, excluding covered lo¢ 2.94% 2.92%

Allowance for unfunded commitments and letters of dit

Beginning balanc $ 1,16f $ 77t
Net changes in the allowance for unfunded commitsand letters of crec 49t 40
Ending balanci $  1,66( $ 81F

(1) Excludes loans held for sa

Securities

At March 31, 2011, the Company held investment sies totaling $888.2 million compared to $763.8lion at December 31, 2010.
All of our securities are classified as availaldedale and carried at fair value. The increagbérinvestment securities portfolio from year-
end is due to the Company actively investing furidh a focus on short-term, high quality debt instents with a very high degree of
certainty to their cash flows, with maturities ladeld over a period of twelve to thirjx months. These securities are used by the Coyras
a component of its balance sheet management s&stégom time to time securities may be sold position the portfolio in response to
strategies developed by the Company’s asset liglitimmittee. In accordance with our investmerdtstyy, management monitors market
conditions with a view to realize gains on its ¢afale for sale securities portfolio when prudent.

At March 31, 2011, the market value of securitiegilable for sale had an unrealized gain, netxfda$15.1 million compared to an
unrealized gain, net of tax, of $12.7 million atd@mber 31, 2010. The change in market value ofrgesuavailable for sale is due primarily
to fluctuations in interest rates subsequent talpge. The Company does not consider
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these investment securities to be other than teanippimpaired. In the future, if the impairmentjiglged to be other than temporary, the cost
basis of the individual impaired securities willWwatten down to fair value; the amount of the wrddown could be included in earnings as a
realized loss.

The following table sets forth our securities palitf by type for the dates indicated:

December 31
March 31,

(in thousands) 2011 2010
Securities Available for Sale
U.S. government agency and government-sponsoredpeise mortgage-backed securities and collatemliz

mortgage obligation $626,92( $ 506,64:
State and municipal securiti 256,01¢ 253,98:
U.S. government agency securit 2,02¢ —
Other securitie: 3,22¢ 3,24:

Total $888,18t $ 763,86t

Liquidity and Sources of Funds

Our primary sources of funds are customer depasdditionally, we utilize advances from the FHLB ®éattle, the FRB of San
Francisco, and wholesale repurchase agreementippdesnent our funding needs. These funds, togettiedoan repayments, loan sales,
retained earnings, equity and other borrowed fumdaused to make loans, to acquire securities trat assets, and to fund continuing
operations.

Deposit Activities

Our deposit products include a wide variety of $@gtion accounts, savings accounts and time degasiunts. Core deposits (demand
deposit, savings, money market accounts and ozt of deposit less than $100,000) increased $2@lion, or approximately 1%, since
yea-end 2010 while certificates of deposit greatent$ia00,000 decreased slightly to $257.4 milliomfrgear-end 2010.

We have established a branch system to serve osunwer and business depositors. In addition, maneuges strategy for funding as:
growth is to make use of brokered and other whided@posits on an as-needed basis. At March 311, Bdkered and other wholesale
deposits (excluding public deposits) totaled $50ikion, or 1.5% of total deposits, compared to $6million, or 2% of total deposits, at year-
end 2010. The brokered deposits have varied miatirit
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The following table sets forth the Company’s depbase by type of product for the dates indicated:

March 31, 2011 December 31, 2010 March 31, 2010
% of % of % of
(in thousands) Balance Total Balance Total Balance Total
Core deposits
Demand and other n-interest bearini $ 892,75: 26.8% $ 895,67: 26.5% $ 756,06( 22.4%
Interest bearing demat 695,85¢ 20.% 672,30 20.2% 651,35: 19.5%
Money marke 935,23t 28.(% 920,83: 27.1% 902,17¢ 26.£%
Savings 219,77 6.€% 210,99! 6.3% 204,80: 6.1%
Certificates of deposit less than $100,! 284,27¢ 8.5% 298,67¢ 9.C% 341,79t 10.1%
Total core deposit 3,027,899 90.8%  2,998,48. 90.1%  2,856,18! 84.7%
Certificates of deposit greater than $100, 257,42! 7. 7% 266,70t 8.C% 407,00: 12.1%
Certificates of deposit insured by CDA® 50,37t 1.5% 38,31 1.2% 82,78: 2.5%
Wholesale certificates of depo — 0.C% 23,15t 0.7% 23,15t 0.7%
Subtotal 3,335,691 100.(% 3,326,65  100.(% 3,369,12. 100.(%
Premium resulting from acquisition date fair value
adjustmen 51E 612 2,041
Total deposit: $3,336,21. $3,327,26! $3,371,16!
Borrowings

We rely on FHLB advances and FRB borrowings asharatource of both short and long-term funding. BHidvances and FRB
borrowings are secured by bonds within our investrpertfolio, one-tofour family real estate mortgages, and other loAnsdarch 31, 201:
we had FHLB advances of $114.7 million, before asitjan date fair value adjustments, compared tb34 million at December 31, 2010.
The decrease in FHLB advances was primarily thelre§ scheduled maturities.

We also utilize wholesale repurchase agreemerdssapplement to our funding sources. Our wholesgderchase agreements are
secured by mortgage-backed securities. At Marct2811 and December 31, 2010 we had repurchasenagnée of $25.0 million.
Management anticipates we will continue to relyF¢iL.B advances, FRB borrowings, and wholesale rdmse agreements in the future and
we will use those funds primarily to make loans pocchase securities.

During 2001, the Company, through a special purpasst (“the Trust”) participated in a pooled trpséferred offering, whereby the
Trust issued $22.0 million of 3gear floating rate capital securities. The captadurities constitute guaranteed preferred beaéfitierests i
debentures issued by the Trust. The debenturearhadtial rate of 7.29% and a rate of 3.88% atdhadl, 2011. The floating rate is basec
the 3-month LIBOR plus 3.58% and is adjusted quigtt&hrough the Trust, we may call the debentateany time for a premium and after
ten years at par, allowing us to retire the dedyébmarket conditions are favorable. Through 2307 Town Center Bancorp acquisition, the
Company assumed an additional $3.0 million in flaatate trust preferred obligations; these delresthad a rate of 4.05% at March 31,
2011. The floating rate is based on the 3-monthQRBplus 3.75% and is adjusted quarterly.

The trust preferred obligations are classifiedoagiterm subordinated debt and our related investinghe Trust is recorded in other
assets on the consolidated balance sheets. Thecbalathe long-term subordinated debt was $25llfomiat March 31, 2011 and
December 31, 2010. The subordinated debt payaltetdrust is on the same interest and paymenstasthe trust preferred obligations
issued by the Trust.

Contractual Obligations & Commitments

We are party to many contractual financial obligas, including repayment of borrowings, operating aquipment lease payments,
commitments to extend credit and investments iordéfble housing partnerships. At March 31, 2011hae commitments to extend credit of
$652.1 million compared to $612.0 million at Dece&mnB1, 2010.

Capital Resources

Shareholders’ equity at March 31, 2011 was $714lliom up from $706.9 million at December 31, 20Bhareholders’ equity was
16.7% and 16.6% of total period-end assets at Mai¢l2011 and December 31, 2010, respectively.

Capital Ratios Banking regulations require bank holding compaméemaintain a minimum “leverage” ratio of corgital to adjusted
quarterly average total assets of at least 3%«ddlitian, banking regulators have adopted risk-based
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capital guidelines, under which risk percentagesaasigned to various categories of assets arfehtifice sheet items to calculate a risk-
adjusted capital ratio. Tier | capital generallysists of preferred stock, common shareholderstgoand trust preferred obligations, less
goodwill and certain identifiable intangible assethile Tier Il capital includes the allowance foan losses and subordinated debt, both
subject to certain limitations. Regulatory minimuisk-based capital guidelines require Tier | cdpfad% of risk-adjusted assets and total
capital (combined Tier | and Tier Il) of 8% to bensidered “adequately capitalized”.

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 mhave a Tier | riskadjusted capital rat
of at least 6%, a total risk-adjusted capital rafiat least 10%, and a leverage ratio of at IB&&tFailure to qualify as “well capitalized” can
negatively impact a bank’s ability to expand anéngage in certain activities.

The Company and its subsidiaries qualify as “walbitalized” at March 31, 2011 and December 31, 2010

Company Columbia Bank Requirements
Adequatel
Well-
3/31/201. 12/31/201 3/31/201: 12/31/2011 capitalizec Capitalize
Total risk-based capital rati 25.25% 24.47% 18.8t% 18.2(% 8% 10%
Tier 1 risk-based capital rati 23.9¢% 23.2(% 17.62% 16.9:% 4% 6%
Leverage ratic 14.4%% 13.9% 10.6&% 10.3%% 4% 5%

Stock Repurchase Program

In March 2002 the Board of Directors approved amam stock repurchase program whereby the Compagysgsiematically
repurchase up to 500,000 of its outstanding shafresmmon stock. The Company may repurchase sframsime to time in the open
market or in private transactions, under conditimhgch allow such repurchases to be accretive moirgs while maintaining capital ratios
that exceed the guidelines for a well-capitalizedricial institution. No shares were repurchasetkuthis current stock repurchase program
during the first quarter of 2011, and as of Mar&éh2011 we have repurchased 66,317 shares of coratook under the program. As shown
in Part Il, Item 2 of this report, 1,529 shareseveithheld by the Company to cover applicable wilding taxes upon the vesting of a
restricted stock award during the first quarte@11.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

A number of measures are used to monitor and manseest rate risk, including income simulatiomsl anterest sensitivity (gap)
analyses. An income simulation model is the printanf used to assess the direction and magnitudbariges in net interest income resul
from changes in interest rates. Basic assumptiottsei model include prepayment speeds on mortgelgeed assets, cash flows and
maturities of other investment securities, loan degosit volumes and pricing. These assumptionmhsgently subjective and, as a result,
the model cannot precisely estimate net interestme or precisely predict the impact of higheraavdr interest rates on net interest income.
Actual results will differ from simulated results&to timing, magnitude and frequency of interagt changes and changes in market
conditions and management strategies, among ahtars. At March 31, 2011, based on the measuergktosnonitor and manage interest
rate risk, there has not been a material changeei€ompany’s interest rate risk since DecembeRB10. For additional information, refer to
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” referencethexCompany’s 2010 Annual Report
on Form 10-K.

Item 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

An evaluation was carried out under the superviaioth with the participation of the Company’s mamaget, including the Chief
Executive Officer (“CEO”) and Chief Financial Oféic (“CFQO”), of the effectiveness of our disclosamntrols and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) of the Securitieh&mxge Act of 1934). Based on that evaluation, ti®@nd CFO have concluded that as of
the end of the period covered by this report, aseldsure controls and procedures are effectivenisuring that the information required to be
disclosed by us in the reports we file or submiemthe Securities Exchange Act of 1934 is (i) angiated and communicated to our
management (including the CEO and CFO) to allovelyndecisions regarding required disclosure, andegcorded, processed, summarized
and reported within the time periods specifiechia 8EC’s rules and forms.

Changes in Internal Controls Over Financial Reportng

There was no change in our internal controls owerricial reporting during our most recent fiscaduder that has materially affected, or
is reasonably likely to materially affect, our imal controls over financial reporting.
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PART Il - OTHER INFORMATION
Item 1. LEGAL PROCEEDINGS

The Company and its banking subsidiaries are attieoutine litigation arising in the ordinary e¢se of business. Management
believes that, based on the information currentigvin to them, any liabilities arising from sucligétion will not have a material adverse
impact on the Company'’s financial condition, reswif operations or cash flows.

ITEM 1A. RISK FACTORS

Our business exposes us to certain risks. The folling is a discussion of what we currently believera the most significant risks
and uncertainties that may affect our business, fiancial condition and future results.

A slow or fragile economic recovery could adverselgffect our future results of operations or marketprice of our stock.

The national economy and the financial servicetosée particular continue to face significant deabes. We cannot accurately predict
how quickly the economy will recover from the retestession, which has adversely impacted the rteavke serve. The U.S. economy has
also experienced substantial volatility in the finial markets. Any further deterioration in the momies of the nation as a whole or in our
markets would have an adverse effect, which coaldhhterial, on our business, financial conditi@sutts of operations and prospects, and
could also cause the market price of our stocletdide. While it is impossible to predict how loadverse economic conditions may exist, a
slow or fragile recovery could continue to presisits for some time for the industry and our compan

Economic conditions in the market areas we serve ngacontinue to adversely impact our earnings and cdd increase our credit risk
associated with our loan portfolio and the value obur investment portfolio.

Substantially all of our loans are to businessesiagdividuals in Washington and Oregon, and a caitig decline in the economies of
these market areas could have a material adveise eh our business, financial condition, resafteperations and prospects. There has
a decline in housing prices and unemployment isrdicued concern in both Washington and Oregorurghér deterioration in the market
areas we serve could result in the following conseges, any of which could have an adverse impdnith could be material, on our
business, financial condition, results of operatiand prospects:

» commercial and consumer loan delinquencies magaser
» problem assets and foreclosures may incre

» collateral for loans made may decline further itueain turn reducing customers’ borrowing poweducing the value of assets
and collateral associated with existing loe

e certain securities within our investment portfatimuld become other than temporarily impaired, néggia write-down through
earnings to fair value, thereby reducing eqt

* low cost or no-interest bearing deposits may decrease;
« demand for our loan and other products and serw@gsdecreast

Our loan portfolio mix, which has a concentration d loans secured by real estate, could result in ineased credit risk in a challenging
economy.

Our loan portfolio is concentrated in commerciall restate and commercial business loans. These tfgeans, as well as real estate
construction loans and land development loans,isitigun and development loans related to the fée-kausing industry, generally are
viewed as having more risk of default than residéneal estate loans or certain other types afidaar investments. In fact, the FDIC has
issued pronouncements alerting banks of its corgieonit heavy loan concentrations. Because ourgoetfolio contains a significant number
of construction, commercial business and commereallestate loans with relatively large balanties deterioration of one or a few of these
loans may cause a
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significant increase in our non-performing loans.iAcrease in non-performing loans could resudt loss of earnings from these loans, an
increase in the provision for loan losses, or @ngase in loan chargwfs, which could have an adverse impact on owlte®f operations ai
financial condition.

A further downturn in the economies or real estalees in the markets we serve could have a mhtahieerse effect on both borrowers’
ability to repay their loans and the value of thal property securing such loans. Our ability toker on defaulted loans would then be
diminished, and we would be more likely to suff@sdes 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 outf@lay. While we strive to
carefully monitor credit quality and to identifydons that may become non-performing, at any timestaee loans in the portfolio that could
result in losses, but that have not been identdiedon-performing or potential problem loans. \Wenot be sure that we will be able to
identify deteriorating loans before they become-performing assets, or that we will be able to filngses on those loans that have been
identified. Additionally, the process for deternmigithe ALLL requires different, subjective and cdexjudgments about the future impact
from current economic conditions that might imghi ability of borrowers to repay their loans. Asault, future significant increases to the
ALLL may be necessary. Additionally, future increago the ALLL may be required based on changéseiromposition of the loans
comprising the portfolio, deteriorating values imderlying collateral (most of which consists oflrestate) and changes in the financial
condition of borrowers, such as may result fromng/es in economic conditions, or as a result ofaedtuure events differing from
assumptions used by management in determining k& AAdditionally, banking regulators, as an intagpart of their supervisory function,
periodically review our ALLL. These regulatory agérs may require us to increase the ALLL which dduhve a negative effect on our
financial condition and results of operation. Angriease in the ALLL would have an adverse effetictvcould be material, on our financial
condition and results of operations.

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

Our nonperforming assets adversely affect ourmairme in various ways. Until economic and markeidétions improve to pre-
recession levels, we expect to continue to incditahal losses relating to elevated levels of remfgrming loans. We do not record interest
income on non-accrual loans, thereby adverselytifig our income, and increasing loan administratiosts. When we receive collateral
through foreclosures and similar proceedings, weeaaguired to mark the related loan to the themnfeirket value of the collateral if the
collateral less selling costs is lower than theyiag amount of the related loan, which may resubi loss. An increase in the level of
nonperforming assets also increases our risk prafid may impact the capital levels our regulabeigeve is appropriate in light of such ris
We utilize various techniques such as loan saleskauts, and restructurings to manage our problesata. Decreases in the value of these
problem assets, the underlying collateral, or enltbrrowersperformance or financial condition, could adverssfgct our business, results
operations and financial condition. In additiorg tlesolution of nonperforming assets requires gt commitments of time from
management and staff, which can be detrimentagtfibpnance of their other responsibilities. Thema be no assurance that we will not
experience further increases in nonperforming laarkse future.

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 g@ur business by acquiring other businesses.€l¢an be no assurance that our
acquisitions will have the anticipated positiveules including results relating to: correctly assiag the asset quality of the assets being
acquired; the total cost of integration includingmagement attention and resources; the time rehigreomplete the integration successft
the amount of longer-term cost savings; being abfgofitably deploy funds acquired in an acquasitior the overall performance of the
combined entity.

We also may encounter difficulties in obtaininguiggd regulatory approvals and unexpected continigrilities can arise from the
businesses we acquire. Integration of an acquiusthbss can be complex and costly, sometimes imgumbmbining relevant accounting and
data processing systems and management contrelgllees managing relevant relationships with emppés, clients, suppliers and other
business partners. Integration efforts could dimeahagement attention and resources, which cowlersely affect our operations or results.

Given the continued market volatility and uncertgimotwithstanding our lossharing arrangements with the FDIC, we may conttol
experience increased credit costs or need to @dtiéi@nal markdowns and allowances for loan
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losses on the assets and loans acquired that aduédsely affect our financial condition and resolt operations in the future. We may also
experience difficulties in complying with the teétal requirements of our loss-sharing agreemerits thie FDIC, which could result in some
assets which we acquire in FDIC-assisted trangactasing their coverage under such agreementsei®@o assurance that as our
integration efforts continue in connection withghdransactions, other unanticipated costs, inetuttie diversion of personnel, or losses, will
not be incurred.

Acquisitions may also result in business disruitirat cause us to lose customers or cause custéonemove their accounts from us
and move their business to competing financialitusbns. It is possible that the integration preseelated to acquisitions could result in the
disruption of our ongoing businesses or inconsi@énin standards, controls, procedures and pselitiat could adversely affect our ability to
maintain relationships with clients, customers,aé#fors and employees. The loss of key employeesrninection with an acquisition could
adversely affect our ability to successfully contdmer business.

We may engage in future acquisitions involvingigsaance of additional common stock and/or casly.Mth acquisitions and related
issuances of stock may have a dilutive effect aniegs per share and the percentage ownershipradrdishareholders. The use of cash as
consideration in any such acquisitions could impartcapital position and may require us to ratkditéoonal capital.

Furthermore, notwithstanding our recent acquisgtjome cannot provide any assurance as to the exteritich we can continue to grow
through acquisitions as this will depend on thelaldity of prospective target opportunities alwations we find attractive and the
competition for such opportunities from other pesti

Our decisions regarding the fair value of assets gaired, including the FDIC loss-sharing assets, cdd be inaccurate which could
materially and adversely affect our business, finagial condition, results of operations, and future pospects.

Management makes various assumptions and judgrabatg the collectability of the acquired loans]uding the creditworthiness of
borrowers and the value of the real estate and a¥ets serving as collateral for the repaymeséctfired loans. In FDIC-assisted
acquisitions that include loss-sharing agreemeavesnay record a loss-sharing asset that we conadiaruate to absorb the indemnified
portion of future losses which may occur in thewagf loan portfolio. The FDIC loss-sharing asseddécounted for on the same basis as the
related acquired loans and OREO and primarily gts the present value of the cash flows the Coyngspects to collect from the FDIC
under the loss-sharing agreements.

If our assumptions are incorrect, significant egsivolatility can occur and the balance of the&iss-sharing asset may at any time
be insufficient to cover future loan losses, aretlitrioss provisions may be needed to respondffiereint economic conditions or adverse
developments in the acquired loan portfolio. Angréase in future loan losses could have a negefiget on our operating results.

Our profitability measures could be adversely affeted if we are unable to effectively deploy the cafal we raised in 2010.

We may use the net proceeds of our capital raisgtied in May 2010 for selective acquisitions tim&tet our disciplined acquisition
criteria, to fund internal growth, or for generakgorate purposes. Although we are periodicallyagregl in discussions with potential
acquisition candidates, we are not currently aygarainy purchase or merger agreement. There can hesurance that we will be able to
negotiate future acquisitions on terms acceptabiest Investing the proceeds of our recent offeingecurities until we are able to deploy
proceeds would provide lower margins than we gdiyezarn on loans, potentially adversely impactigreholder returns, including earni
per share, net interest margin, return on asseltsenrn on equity.

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

Accounting standards require that we account fquesitions using the acquisition method of accauntiUnder acquisition accounting,
if the purchase price of an acquired company excdelfair value of its net assets, the excesariged on the acquirer’s balance sheet as
goodwill. In accordance with generally acceptecbaating principles, our goodwill is evaluated forgairment on an annual basis or more
frequently if events or circumstances indicate thpbtential impairment exists. Such evaluatidmaised on a variety of factors, including the
quoted price of our common stock, market pricesomimon stock of other banking organizations, comstook trading multiples,
discounted cash flows, and data from comparablaisitigns. There can be no assurance that futuskiations of goodwill will not result in
impairment and ensuing write-down, which could teemial, resulting in an adverse impact on ouriegshand capital.
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Fluctuating interest rates could adversely affectar business.

Significant increases in market interest ratesoams$, or the perception that an increase may ocoutd adversely affect both our abi
to originate new loans and our ability to grow. €ersely, decreases in interest rates could rasalh iacceleration of loan prepayments. An
increase in market interest rates could also adleasfect the ability of our floating-rate borrorggo meet their higher payment obligations.
If this occurred, it could cause an increase inpgoforming assets and charge offs, which could e affect our business.

Further, our profitability is dependent to a lagggent upon net interest income, which is the déffice (or “spread’petween the intere
earned on loans, securities and other interesirgpassets and the interest paid on deposits, Wworgs, and other interest-bearing liabilities.
Because of the differences in maturities and remgicharacteristics of our interest-earning asaetsinterest-bearing liabilities, changes in
interest rates do not produce equivalent changegerest income earned on interest-earning assetsnterest paid on interest-bearing
liabilities. Accordingly, fluctuations in interesdtes could adversely affect our interest rateagrand, in turn, our profitability.

The FDIC has increased insurance premiums to resterand maintain the federal deposit insurance fundyhich has increased our cos
and could adversely affect our business.

In 2009, the FDIC imposed a special deposit insteassessment of five basis points on all insurstitutions, and also required
insured institutions to prepay estimated quartasly-based assessments through 2012.

The Dodd-Frank Act established 1.35% as the minirdeposit insurance fund reserve ratio. The FDICd&ermined that the fund
reserve ratio should be 2.0% and has adopted aup@er which it will meet the statutory minimum €ureserve ratio of 1.35% by the
statutory deadline of September 30, 2020. The Drerdaik Act requires the FDIC to offset the effectimstitutions with assets less than $10
billion of the increase in the statutory minimunmdureserve ratio to 1.35% from the former statutaingimum of 1.15%. The FDIC has not
announced how it will implement this offset or htakger institutions will be affected by it.

Despite the FDIC's actions to restore the depaositiiance fund, the fund will suffer additional lessn the future due to failures of
insured institutions. There can be no assurandetteee will not be additional significant depadsisurance premium increases, special
assessments or prepayments in order to restoiesii@ance fund’s reserve ratio. Any significantrpiem increases or special assessments
could have a material adverse effect on the Conipdimancial condition and results of operations.

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

We are subject to extensive regulation, superviaiwhexamination by federal and state banking aitig In addition, as a publicly-
traded company, we are subject to regulation bys#aurities and Exchange Commission. Any changgjricable regulations or federal,
state or local legislation or in policies or interfations or regulatory approaches to complianckeesrfiorcement, income tax laws and
accounting principles could have a substantial rhpa us and our operations. Changes in laws andatons may also increase our
expenses by imposing additional fees or taxesstricions on our operations. Additional legislatiand regulations that could significantly
affect our powers, authority and operations magected or adopted in the future, which could teweaterial adverse effect on our finan
condition and results of operations. Failure torapgately comply with any such laws, regulatiomgpdnciples could result in sanctions by
regulatory agencies, or damage to our reputatibof vhich could adversely affect our businessaficial condition or results of operations.

In that regard, the Dodd-Frank Wall Street Reforrd @onsumer Protection Act was enacted in July 28#&fbng other provisions, the
new legislation (i) creates a new Bureau of Congufimreancial Protection with broad powers to regeiiednsumer financial products such as
credit cards and mortgages, (ii) creates a FinhBtability Oversight Council comprised of the hsad other regulatory agencies, (iii) will
lead to new capital requirements from federal baglkigencies, (iv) places new limits on electrombtdcard interchange fees and (v) will
require the Securities and Exchange Commissiomatidnal stock exchanges to adopt significant nexparate governance and executive
compensation reforms. The new legislation and e@gns are expected to increase the overall cdsegalatory compliance.
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Further, regulators have significant discretion anthority to prevent or remedy unsafe or unsouadtjzes or violations of laws or
regulations by financial institutions and holdirmpgpanies in the performance of their supervisoy emforcement duties. Recently, these
powers have been utilized more frequently due écstitious national, regional and local economiditmms we are facing. The exercise of
regulatory authority may have a negative impacvanfinancial condition and results of operatiofsdditionally, our business is affected
significantly by the fiscal and monetary policidgtee U.S. federal government and its agenciesudtieg the Federal Reserve Board.

We cannot accurately predict the full effects aferat legislation or the various other governmemégjulatory, monetary and fiscal
initiatives which have been and may be enactedheffimancial markets, on the Company and on th&BBime terms and costs of these
activities, or any worsening of current financiadnket and economic conditions could materially addersely affect our business, financial
condition, results of operations, and the tradiriggpof our common stock.

We may be required, in the future, to recognize impirment with respect to investment securities, inclding the FHLB stock we hold.

Our securities portfolio currently includes sedestwith unrecognized losses. We may continue seike 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 creditlitjuof the Company’s state and municipal secesifportfolio to be good, there can be no
assurance that the credit quality of these seeanitill not decline in the future. We evaluate $keurities portfolio for any other than
temporary impairment each reporting period, asireduby generally accepted accounting principleth@United States of America, and a
March 31, 2011, we did not recognize any securégsther-than-temporarily impaired. There candoassurance, however, that future
evaluations of the securities portfolio will notjtére us to recognize an impairment charge witheesto these and other holdings.

In addition, as a condition to membership in the.BHwe are required to purchase and hold a ceaaiaunt of FHLB stock. Our stock
purchase requirement is based, in part, upon ttetamding principal balance of advances from th&BHA\t March 31, 2011 we had stock in
the FHLB totaling $17.9 million. The FHLB stock Hdby us is carried at cost and is subject to reaikity testing under applicable
accounting standards. The FHLB has discontinuedeperchase of their stock and discontinued thegildigion of dividends. As of March 3
2011, we did not recognize an impairment chargetedito our FHLB stock holdings. There can be so@sce, however, that future nega
changes to the financial condition of the FHLB nmay require us to recognize an impairment chargpe mispect to such holdings.

Substantial competition in our market areas could dversely affect us.

Commercial banking is a highly competitive busin&e compete with other commercial banks, savimgslean associations, credit
unions, finance, insurance and other non-deposttonypanies operating in our market areas. We aigeri2nce competition, especially for
deposits, from internet-based banking institutiavisich have grown rapidly in recent years. We afgexct to substantial competition for
loans and deposits from other financial institusioBome of our competitors are not subject to éimeesdegree of regulation and restriction as
we are. Some of our competitors have greater fiahresources than we do. Some of our competitave Isevere liquidity issues, which
could impact the pricing of deposits in our markatp. If we are unable to effectively compete in market areas, our business, results of
operations and prospects could be adversely affecte

Changes in accounting standards could materially ipact 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 statemefiiese 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 appkgw or revised standard retroactively,
resulting in our restating prior period financigdtements.

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

Holders of our common stock are only entitled weree 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
there may be circumstances under which we woultdietite our common stock dividend in the future sTéould adversely affect the market
price of our common stock.
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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¢ians.

We are from time to time subject to claims and peatings related to our operations. These claimdegyad actions, which could inclu
supervisory or enforcement actions by our regusator criminal proceedings by prosecutorial autiesj could involve large monetary
claims, including civil money penalties or finesgosed by government authorities, and significaférise costs. To mitigate the cost of some
of these claims, we maintain insurance coveraganaunts and with deductibles that we believe apeagiate for our operations. However,
our insurance coverage does not cover any civileyjgenalties or fines imposed by government auibsrand may not cover all other cla
that might be brought against us or continue taNzlable to us at a reasonable cost. As a ragealtmay be exposed to substantial uninsured
liabilities, which could adversely affect our busss, prospects, results of operations and finanoradition. Substantial legal liability or
significant regulatory action against us could heagerial adverse financial effects or cause sicanift 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 adversehffect our business and results of operations.

We are exposed to many types of operational riekfjding reputational risk, legal and complianisk 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, non-public, confidential or proprigtamformation of customers in our possession weree mishandled or misused, we
could suffer significant regulatory consequenceputational damage and financial loss. Such midlmandr misuse could include, for
example, if such information were erroneously pided to parties who are not permitted to have tfarimation, either by fault of our syster
employees, or counterparties, or where such infoomas intercepted or otherwise inappropriateketa by third parties.

Because the nature of the financial services basimyolves a high volume of transactions, certainrs may be repeated or
compounded before they are discovered and suctiggsfetified. Our necessary dependence upon augshgystems to record and process
transactions and our large transaction volume raghdr increase the risk that technical flaws opleyee tampering or manipulation of th
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 emple, computer viruses or electrical or telecomroatibns outages, or natural disasters,
disease pandemics or other damage to propertyysiqath assets) which may give rise to disruptioservice to customers and to financial
loss or liability. We are further exposed to thekrihat our external vendors may be unable tollfthieir contractual obligations (or will be
subject to the same risk of fraud or operationadrerby their respective employees as we are) @tfetrisk that we (or our vendorgjisines
continuity and data security systems prove to beaguate. The occurrence of any of these riskslgesblt in a diminished ability of us to
operate our business (for example, by requirintpexpend significant resources to correct thealgfas well as potential liability to clients,
reputational damage and regulatory interventiorickvbould adversely affect our business, financtaddition and results of operations,
perhaps materially.

We may pursue additional capital, which may not bevailable on acceptable terms or at all, could dili¢ the holders of our outstanding
common stock and may adversely affect the market jwe of our common stock.

In the current economic environment, we believe firudent to consider alternatives for raisingitsdgvhen opportunities to raise
capital at attractive prices present themselvegrder to further strengthen our capital and bgitsition ourselves to take advantage of
opportunities that may arise in the future. Sutérahtives may include issuance and sale of conongneferred stock, or borrowings by the
Company, with proceeds contributed to our bankirgsaliary, Columbia State Bank (the “Bank”). Ouilipto raise additional capital, if
needed, will depend on, among other things, camkitin the capital markets at the time, which arside of our control, and our financial
performance. We cannot assure you that such capltdle available to us on acceptable terms @llatAny such capital raising alternatives
could dilute the holders of our outstanding comratmtk, and may adversely affect the market priceunfcommon stock and our
performance measures such as earnings per share.

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

Our articles of incorporation include certain pgigns that could make more difficult the acquisitaf us by means of a tender offer, a
proxy contest, merger or otherwise. These provisinolude certain non-monetary factors that ourdo# directors may consider when
evaluating a takeover offer, and a requirementdhgt‘Business Combination” be approved
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by the affirmative vote of no less than 66 2/3%t&f total shares attributable to persons other @éhi&@ontrol Person.” These provisions may
have the effect of lengthening the time requiredafperson to acquire control of us though a teoéfer, proxy contest or otherwise, and may
deter any potentially hostile offers or other effao obtain control of us. This could deprive shareholders of opportunities to realize a
premium for their Columbia common stock, even icwmstances where such action is favored by a rhapfrour shareholders.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

(&) Not applicable

(b) Not applicable

(c) The following table provides information about reghases of common stock by the Company during tiaeter ended March 31, 20

Period

1/1/11- 1/31/11
2/1/11- 2/28/11
3/1/11- 3/31/11

Total Number of

Common Share:

Purchased (1)
1,52¢

1,52¢

Average Price Paic

per Common Share
21.6:

$
$ —
$ —

21.62

Total number of
Shares Purchase!

as Part of Publicly

Announced

Plan (2)

Maximum Number
of Remaining
Shares That May B¢

Purchased at Perioc

End Under the Plan

433,68
433,68
433,68:

(1) Common shares repurchased by the Company dilminguarter consist of cancellation of 1,529 shafaestricted stock to pay
withholding taxes. During the three months endeddd&1, 2011, no shares were repurchased pursuémnd Company’s publicly

announced corporate stock repurchase plan desdril{g)ibelow.

(2) The repurchase plan, which was approved bBted and announced in 2002, originally authorithedrepurchase of up to

500 thousand share

Item 3. DEFAULTS UPON SENIOR SECURITIES

None.

Item 4. [REMOVED AND RESERVED.]

Item 5. OTHER INFORMATION

None.
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Item 6. EXHIBITS

31.1 Certification of Chief Executive Officer Pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2 Certification of Chief Financial Officer Pursuant$ection 302 of the Sarba-Oxley Act of 200z
32 Certification Pursuant to 18 U.S.C. Section 1358 Adlopted Pursuant to Section 906 of the Sarl-Oxley Act of 2002

101* The following financial information from ColumbiaaBking System, Inc’s. Quarterly Report on Form 16the quarter ended
March 31, 2011 is formatted in XBRL: (i) the Unatadi Consolidated Condensed Statements of Inco&h€iUnaudited
Consolidated Condensed Balance Sheets, (iii) treutdited Consolidated Condensed Statements of Ceam@hareholder’s
Equity, (iv) the Unaudited Consolidated Condensede®nents of Cash Flows, and (v) the Notes to UitedicConsolidated
Condensed Financial Statements, tagged as blodkst

*  Furnished herewit
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Company has duly causedébpisrt to be signed on its behalf

by the undersigned, thereunto duly authorized.

Date: May 6, 2011

Date: May 6, 2011

COLUMBIA BANKING SYSTEM, INC.

By /s/ M ELANIE J. DRESSEL
Melanie J. Dressel
President and Chief Executive Officer
(Principal Executive Officer

By /sl GARY R. SCHMINKEY
Gary R. Schminkey
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer
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INDEX TO EXHIBITS

31.1 Certification of Chief Executive Officer Pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2 Certification of Chief Financial Officer Pursuant$ection 302 of the Sarba-Oxley Act of 200z
32 Certification Pursuant to 18 U.S.C. Section 1358 Adlopted Pursuant to Section 906 of the Sarl-Oxley Act of 2002

101* The following financial information from ColumbiaaBking System, Inc’s. Quarterly Report on Form 16the quarter ended
March 31, 2011 is formatted in XBRL: (i) the Unatadi Consolidated Condensed Statements of Inco&h€iUnaudited
Consolidated Condensed Balance Sheets, (iii) treutdited Consolidated Condensed Statements of Ceam@hareholder’s
Equity, (iv) the Unaudited Consolidated Condensede®nents of Cash Flows, and (v) the Notes to UitedicConsolidated
Condensed Financial Statements, tagged as blodkst

*  Furnished herewit
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EXHIBIT 31.1
CERTIFICATION
I, Melanie J. Dressel, certify that:
1. | have reviewed this quarterly report on Form@0f Columbia Banking System, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,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, amngtfe@ 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 registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial 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 accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igant’s internal control over financial reportiremd

5. The registrant’s other certifying officer andve disclosed, based on our most recent evaluatimternal 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 cootrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

/s/ M ELANIE J. DRESSEL

Melanie J. Dressel
President and Chief Executive Officer

Date: May 6, 2011



EXHIBIT 31.2
CERTIFICATION
I, Gary R. Schminkey, certify that:
1. | have reviewed this quarterly report on Form@0f Columbia Banking System, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,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, amngtfe@ 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 registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial 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 accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igant’s internal control over financial reportiremd

5. The registrant’s other certifying officer andve disclosed, based on our most recent evaluatimternal 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 cootrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

/s/ Gary R. Schminkey
Gary R. Schminkey
Executive Vice President and
Chief Financial Officer

Date: May 6, 2011



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 Quarterly Report of ColumBianking System, Inc. (the “Company”) on Form 1@eQthe period ended March
31, 2011 as filed with the Securities and Excha@gmmission on the date hereof (the “Report”), weldnie J. Dressel, President and Chief
Executive Officer, and Gary R. Schminkey, Executitiee President and Chief Financial Officer, certipursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarlarkesy Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
the Company
/s/ M ELANIE J. DRESSEL
Melanie J. Dressel

President and Chief Executive Officer
Columbia Banking System, Inc.

/s/ GARY R. SCHMINKEY
Gary R. Schminkey
Executive Vice President and
Chief Financial Officer
Columbia Banking System, Inc.

Dated: May 6, 201



