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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This annual report on Form 10-K may contain forwiaraking statements within the meaning of the Rev@ecurities Litigation Reform
Act of 1995. These forwarlboking statements include, but are not limitedstatements about our plans, objectives, expentatad intentior
that are not historical facts, and statements ifieditoy words such as “expects,” “anticipatesyiténds,” “plans,” “believes,” “should,”
“projects,” “seeks,” “estimates” or the negativasien of those words or other comparable wordshoages of a future or forward-looking
nature. These forward-looking statements are baseaxlirrent beliefs and expectations of managenrahtiee inherently subject to significant
business, economic and competitive uncertaintidscantingencies, many of which are beyond our obnltin addition, these forward-looking
statements are subject to assumptions with respéature business strategies and decisions tkatuject to change. In addition to the factor
set forth in the sections titled “Risk Factors,"uiness” and “Management’s Discussion and Analysisnancial Condition and Results of
Operations” in this Form 10-K, the following facspamong others, could cause actual results terdifaterially from the anticipated results
expressed or implied by the forward-looking statetsie

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

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

» the risks presented by the economy, which caditersely affect credit quality, collateral valuies]uding real estate collateral,
investment values, liquidity and loan originatiaml loan portfolio delinquency rates;

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

» the ability to complete future acquisitions aacduccessfully integrate acquired entities (intlgdntermountain Community Bancorp
(“Intermountain”)) into Columbia;

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

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

» changes in the scope and cost of Federal Dejpssitance Corporation (“FDICThsurance and other coverag

» the impact of acquired loans on our earni

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

« changes in laws and regulations affecting owirnmsses, including changes in the enforcementraé@gbretation of such laws and
regulations by applicable governmental and reguyagencies;

» competition among financial institutions could iease significantl

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

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

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

* our ability to identify and address cyber-seiyurisks, including security breaches, “denial efice attacks,” “hacking” and identity
theft;

» any material failure or interruption of our imfieation and communications systems or inabilitikegep pace with technological
changes;

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

» the effect of geopolitical instability, includingans, conflicts and terrorist attac

« our profitability measures could be adversely affddf we are unable to effectively manage our tzdypanc

» the effects of any damage to our reputation resyfiiom developments related to any of the itenastified above

You should take into account that forward-lookita@tements speak only as of the date of this refven the described uncertainties
and risks, we cannot guarantee our future perfoc@an results of operations and you should noteplaue reliance on these forwdndking
statements. We undertake no obligation to updatevase any forwardeoking statements, whether as a result of newrn&tion, future even
or otherwise, except as required under federalrgm=ulaws.
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ITEM 1. BUSINESS

General

” o n W

Columbia Banking System, Inc. (referred to in tl@port as “we,” “our,”, “the Company”, and “Colunad) is a registered bank holding
company whose wholly owned banking subsidiary isi@bia State Bank (“Columbia Bank” or “the BankFeadquartered in Tacoma,
Washington, we provide a full range of banking &ms to small and medium-sized businesses, profesisi and individuals throughout
Washington, Oregon and Idaho. As part of the adtiuisof West Coast Bancorp on April 1, 2013, then@bany also acquired West Coast
Trust Company, Inc. (“West Coast Trust”), an Oregoist company that provides agency, fiduciary atter related trust services with offices
in Portland and Salem, Oregon.

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

At December 31, 2014 , Columbia Bank had 154 bramcdtions in Washington, Oregon and Idaho. Subist&nall of Columbia Banks
loans, loan commitments and core deposits aremithiservice areas. Columbia Bank is a Washingtate-chartered commercial bank, the
deposits of which are insured in whole or in parthe FDIC. Columbia Bank is subject to regulatignthe FDIC, the Washington State
Department of Financial Institutions Division ofid@, the Oregon Department of Consumer and BusBessces Division of Finance and
Corporate Securities, and the Idaho Departmenirafriee. Although Columbia Bank is not a membeheffederal Reserve System, the B«
of Governors of the Federal Reserve System (“Fééeserve”) has certain supervisory authority adierCompany, which can also affect
Columbia Bank.

Business Overview

Our goal is to continue to be a leading Pacifictheest regional community banking company whilesistently increasing shareholder
value. We continue to build on our reputation fecadlent customer service in order to be recognaethe bank of choice for retail customers
and small to medium-sized businesses in all marketserve.

We have established a network of 154 branches ishifigton, Oregon and Idaho as of December 31, #0idwhich we intend to gro'
market share. We operate 78 branches in 21 couintthe state of Washington, 60 branches in 16 tesim Oregon and 16 branches in 10
counties in Idaho.

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

Business Strategy

Our business strategy is to provide our customérstive financial sophistication and product deptla regional banking company while
retaining the appeal and service level of a comtyuank. We continually evaluate our existing bessprocesses while focusing on
maintaining asset quality and a diverse loan ampasieportfolio. We continue to build our strongeaeposit base, expanding total revenue
and controlling expenses in an effort to increagereturn on average equity and gain operatiorfaiefcies. As a result of our strong
commitment to highly personalized, relationshipeated customer service, our varied products, eategfic branch locations and the long-
standing community presence of our managers, bgrdficers and branch personnel, we believe wenalepositioned to attract and retain
new customers and to increase our market shac@ao$§] deposits, investments, and other financiglcss. We are committed to increasing
market share in the communities we serve by comiinto leverage our existing branch network, addieg branches in key locations and
considering business combinations that are comsigtith our expansion strategy throughout the Fabdlbrthwest. We have grown our
franchise over the past decade through a combmafiacquisitions and organic growth.

To that end, on November 1, 2014, the Company cetaglits acquisition of Intermountain. The Compaanguired approximately
$964.4 million in assets, including $502.6 millivnloans measured at fair value, and approxim&i€B6.8 million in deposits. See Note 2 to
the Consolidated Financial Statements in “ItemiBafcial Statements and Supplementary Dafahis report for further information regardi
this acquisition.
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Products & Services

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

Personal Banking Business Banking Wealth Management
e Investment Services through CB

e Checking and Saving Accounts e Agricultural Lending Financial Services
e Consumer Lending e Checking andiga¥ccounts e Private Banking
*  Electronic Bill Pay »  Commercial & Industrial Lending e rofessional Banking
e Mobile Banking e International Bang e Trust Services
e Online Banking *  Merchant Card Services
¢ Residential Lending ¢ Mobile Bangin
* VISA® Card Services e Municipal Lending

¢ Online Banking

* Real Estate and Real Estate
Construction Lending

 Remote Deposit Capture
* SBA Lending

»  Small Business Services
e Treasury Management

* VISA® Card Services

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

Online Banking

Columbia Bank’s Premier Personal Online Banking/fites simple navigation, access to important inetion and frequently used
features, as well as the foundation for a bestasscmobile banking solution. Our online banking/ee, Columbia Onliné", provides our
personal banking customers with the ability to lseded securely conduct their banking business®#da day, 7 days a week.
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Business Banking: We offer our business banking customers the foimmaf a variety of checking, savings, interesatiy money market
and certificate of deposit accounts to satisfytair banking needs. In addition to these core lmangroducts, we provide a breadth of services
to support the complete financial needs of smallmiddle market businesses including Cash Manager@emmercial Lending, International
Banking, Merchant Card Services, Business VPE¥ebit and Credit Cards and Wealth Management.

Cash Management

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

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

Commercial Lending

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

International Banking

Columbia Bank’s International services divisionesff a range of financial services to help our lssrcustomers explore global markets
and conduct international trade smoothly and exqrehi. We are proud to provide small and mid-siasibbesses with the same caliber of
expertise and personalized service that nationgtdasually limit to large businesses. Our expeegenith foreign currency exchange, letter
credit, foreign collections and trade finance ssgican help companies open the door to new maakdtsuppliers overseas.

Merchant Card Services

Business clients that use Columbia’s Merchant Gandlices have the ability to accept VisaMasterCard®, American Expresdand
Discover®sales drafts for deposit directly into their busimehecking account. Merchants are provided witbraprehensive accounting
system tailored to their needs, which includes mmdotdate credit card deposit information on ageartion statement. Internet access is
available, allowing business customers to reviewcimnt statements, authorized, captured, clear@dettied transactions. Columbia offers
state-of-the-art point of sale solutions to suit customers’ needs for card acceptance, includingihals, mobile platforms, virtual terminals
and on-line applications.

Business VISA ® Debit and Credit Cards

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

CB Financial Services

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

Comprehensive solutions include:

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

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

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

* Financial Planning : Asset Allocation, Net Worth Analysis, Estate Plamg & Preservatioff, Education Funding, Wealth Transfer.
Private Banking

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

Professional Banking

Columbia Professional Bankers are uniquely qualifeehelp medical and dental professionals acgbirégg and grow their practice. We
offer tailored banking and investment solutionswgkd by experienced bankers with the industrywkedge necessary to meet their busiress
unique needs. No matter what the needs are nowtbeiyears to come, we guide professionals thrailgheir financial options to make their
banking as easy and personal as possible.

Trust and | nvestment Services

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

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

(1) Securities and insurance products are offdrerligh Cetera Investment Services LLC (doing iasoe business in California as
CFGIS Insurance Agency), member FINRA/SIPC. Adyisservices are offered through Cetera Investmeniskds LLC. Neither
firm is affiliated with the financial institution ere investment services are offered.

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

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

representatives may give legal or tax advice.
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Competition

Our industry remains highly competitive despitdoavsrecovery from the recent economic crisis. Salether financial institutions with
greater resources compete for banking businessrimarket areas. These competitors have the atilityake larger loans, finance extensive
advertising and promotion campaigns, access intierra financial markets and allocate their investinassets to regions of highest yield and
demand. In addition to competition from other bagkinstitutions, we continue to compete with nomtiag companies such as credit unions,
brokerage houses and other financial services coiepa/e compete for deposits, loans, and othaniiral services by offering our customers
similar breadth of products as our larger compeitehile delivering a more personalized servicelavith faster transaction turnaround time.

Employees

As of December 31, 2014 the Company employed f@#4ime equivalent employees, a 9% increase filg695 full-time equivalent
employees at December 31, 2013 . The increase nivaargly due to the acquisition of Intermountairrithg the fourth quarter of 2014. We
value our employees and pride ourselves on pragidiprofessional work environment accompanied byprehensive pay and benefit
programs. We are committed to providing flexiblel aalue-added benefits to our employees throughogal Compensation Philosophy”
which incorporates all compensation and benefits. @ntinued commitment to employees was demosestiay Columbia Bank being hono
as one of th€uget Sound Business Journdlgashington’s Best Workplaces” for the eighth candere year.

Available Information

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

Additionally, reports filed with the SEC can betaibed through our website wtvw.columbiabank.comThese reports are made
available through our website as soon as reasomahtyicable after they are filed electronicallyiwihe SEC. Information contained on our
website is not incorporated by reference into tlfort.

Supervision and Regulation

The following discussion provides an overview oftaim elements of the extensive regulatory framéwveapplicable to the Company and
Columbia State Bank, which operates under the naohembia Bank in Washington, Oregon and Idaho. Téggilatory framework is primari
designed for the protection of depositors, custspfederal deposit insurance funds and the bardgistem as a whole, rather than specifically
for the protection of shareholders. Due to the thitreand growth of this regulatory framework, oustsoof compliance continue to increase in
order to monitor and satisfy these requirements.

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

Federal and State Bank Holding Company Regulation

General . The Company is a bank holding company as defimélge Bank Holding Company Act of 1956, as amen@dBHCA”), and is
therefore subject to regulation, supervision arah@Rration by the Federal Reserve. In general, tHEA limits the business of bank holding
companies to owning or controlling banks and enggi other activities closely related to bankifige Company must file reports with and
provide the Federal Reserve such additional inftionas it may require. Under the Financial Servibtdernization Act of 1999, a bank
holding company may apply to the Federal Resenmtmme a financial holding company, and therelyaga (directly or through a
subsidiary) in certain expanded activities deenreahtial in nature, such as securities and ins@rancerwriting. As of the date of this report,
we have not elected to be treated as a financldifgpcompany.
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Holding Company Bank Ownership . The BHCA requires every bank holding companylitam the prior approval of the Federal
Reserve before (i) acquiring, directly or indirgctbwnership or control of any voting shares oftapobank or bank holding company if, after
such acquisition, it would own or control more th& of such shares; (ii) acquiring all or substhtiall of the assets of another bank or banl
holding company; or (iii) merging or consolidatingth another bank holding company. In addition, enthe Bank Merger Act of 1960, as
amended, the prior approval of the FDIC is requfoedhe Bank to merge with another bank or puretalbor substantially all of the assets or
assume any of the deposits of another FDIC-insdegasitory institution. In reviewing applicatioreeking approval of merger and acquisition
transactions, bank regulators consider, among ¢hiveys, the competitive effect and public bendditshe transactions, the capital position anc
managerial resources of the combined organizati@nrisks to the stability of the U.S. banking ioahcial system, the applicant’s performance
record under the Community Reinvestment Act of 10CRA”), the applicant’s compliance with fair haog and other consumer protection
laws and the effectiveness of all organization®ived in combating money laundering activitiesatidition, failure to implement or maintain
adequate compliance programs could cause bankategaihot to approve an acquisition where reguadpproval is required or to prohibit an
acquisition even if approval is not required.

Holding Company Control of Nonbanks. With some exceptions, the BHCA also prohibits akbaoiding company from acquiring or
retaining direct or indirect ownership or contrblhaore than 5% of the voting shares of any compahigh is not a bank or bank holding
company, or from engaging directly or indirectlyactivities other than those of banking, managingomtrolling banks, or providing services
for its subsidiaries. The principal exceptionsitese prohibitions involve certain non-bank acteatihat, by statute or by Federal Reserve
regulation or order, have been identified as ditiziclosely related to the business of bankingf@nanaging or controlling banks.

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

Support of Subsidiary Banks. Under Federal Reserve policy, as codified byDibdd+Frank Wall Street Reform and Consumer Prote(
Act (the “Dodd-Frank Act”), the Company is requiredact as a source of financial and manageriahgth to Columbia Bank, including at
times when we may not be in a financial positioprtovide such resources, and it may not be inauour shareholdershest interests to do ¢
This means that the Company is required to conamihecessary, resources to support Columbia Bankcapital loans a bank holding
company makes to its subsidiary banks are subdrdtoaleposits and to certain other indebtednetisosk subsidiary banks.

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

Federal and State Regulation of Columbia Bank

General . The deposits of Columbia Bank, a Washington efnad commercial bank with branches in Washingtaegon and Idaho, are
insured by the FDIC. As a result, Columbia Bankubject to supervision and regulation by the Wagtieim Department of Financial
Institutions’ Division of Banks and the FDIC. Themgencies have the authority to prohibit banks femmaging in what they believe constitute
unsafe or unsound banking practices. With respelstanches of Columbia Bank in Oregon and Idah®Bnk is also subject to certain laws
and regulations governing its activities in thotsges.

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

Community Reinvestment . The CRA requires that, in connection with exartiores of financial institutions within their jurigetion, the
Federal Reserve or the FDIC evaluate the recotldeofinancial institution in meeting the credit deef its local communities, including low
and moderate-income neighborhoods, consistenttivitisafe and sound operation of the institutiobafk’s community reinvestment recorc
also considered by the applicable banking ageriiesaluating mergers, acquisitions and applicatiimnopen a branch or facility. The Bank’s
failure to comply with the CRA could, among othleinggs, result in the denial or delay in conneciidth such transactions. The Bank received
a rating of “satisfactory” in its most recently cpleted CRA examination.
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Transactions with Affiliates; Insider Credit Transactions . Transactions between the Bank and its subsidiamie the one hand, and the
Company or any other subsidiary, on the other harelregulated under federal banking law. The Fdd®gserve Act imposes quantitative anc
gualitative requirements and collateral requirerm@mt covered transactions by the Bank with, otHerbenefit of, its affiliates. In addition,
subsidiary banks of a bank holding company areesiilip restrictions on extensions of credit tolib&ling company or its subsidiaries, on
investments in securities of the holding companitsosubsidiaries and on the use of their secsragcollateral for loans to any borrower.
These regulations and restrictions may limit thenfany’s ability to obtain funds from Columbia Bdiok its cash needs, including funds for
payment of dividends, interest and operational rgps.

Banks are also subject to certain restrictions sepldy the Federal Reserve Act on extensions dftdaeeexecutive officers, directors,
principal shareholders or any related interestuch persons. Extensions of credit (i) must be noadgubstantially the same terms, including
interest rates and collateral, and follow creddemvriting procedures that are at least as stringgthose prevailing at the time for comparable
transactions with persons not related to the lepbiank; and (i) must not involve more than thenmalrrisk of repayment or present other
unfavorable features. Banks are also subject taiodending limits and restrictions on overdratisnsiders. A violation of these restrictions
may result in the assessment of substantial cieitetary penalties, regulatory enforcement actiand,other regulatory sanctions.

Regulation of Management . Federal law (i) sets forth circumstances undackvbfficers or directors of a bank may be remolgdhe
institution’s federal supervisory agency; (i) pacestraints on lending by a bank to its execudffieers, directors, principal shareholders, anc
their related interests; and (iii) generally pratslmanagement personnel of a bank from servirdjrastors or in other management positions
of another financial institution whose assets edaespecified amount or which has an office withispecified geographic area.

Safety and Soundness Standards . Certain noreapital safety and soundness standards are alss@dppon banks. These standards ¢
internal controls, information systems and intemnadit systems, loan documentation, credit undéngriinterest rate exposure, asset growth,
compensation, fees and benefits, such other opaediand managerial standards as the agency detsnu be appropriate, and standards for
asset quality, earnings and stock valuation. Atitirt®on that fails to meet these standards maguigect to regulatory sanctions, including
limitations on growth.

Interstate Banking and Branching

The Riegle-Neal Interstate Banking and Branchirficieihcy Act of 1994 (the “Interstate Act”) togethsith the Dodd-Frank Act relaxed
prior interstate branching restrictions under fatlaw by permitting, subject to regulatory apprpgtate and federally chartered commercial
banks to establish branches in states where treepgawnit banks chartered in such states to edtaiiznches. The Interstate Act requires
regulators to consult with community organizatible$ore permitting an interstate institution to @a@sbranch in a low-income area. Federal
banking agency regulations prohibit banks from gi¢hreir interstate branches primarily for depositquction and the federal banking agencie:
have implemented a loan-to-deposit ratio screemsure compliance with this prohibition.

Dividends; Stress Testing

Columbia is a legal entity separate and distimmnfthe Bank and its other subsidiaries. As a badtihg company, Columbia is
subject to certain restrictions on its ability typividends under applicable banking laws andlegigms. Federal bank regulators are
authorized to determine under certain circumstanglasing to the financial condition of a bank halgicompany or a bank that the payment of
dividends would be an unsafe or unsound practidg@prohibit payment thereof. In particular, femldsank regulators have stated that paying
dividends that deplete a banking organization’stabpase to an inadequate level would be an uresadeunsound banking practice and that
banking organizations should generally pay divideoly out of current operating earnings. In additiin the current financial and economic
environment, the Federal Reserve has indicated#rat holding companies should carefully reviewrtdaidend policy and has discouraged
payment ratios that are at maximum allowable leualsss both asset quality and capital are veongtrA significant portion of our income
comes from dividends from the Bank, which is als® primary source of our liquidity. In additionttee restrictions discussed above, the Bank
is subject to limitations under Washington law melijzg the level of dividends that it may pay to Wsashington law limits a bank’s ability to
pay dividends that are greater than the bank’snedaearnings without approval of the applicablekieg agency.
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In October 2012, as required by the Dodd-Frank thet,Federal Reserve and the FDIC published filakrregarding company-run stress
testing. These rules require bank holding compaanesbanks with average total consolidated assetay than $10 billion to conduct an
annual company-run stress test of capital, constaitiearnings and losses under one base andtaileastress scenarios provided by the
federal bank regulators. Neither we nor the Barduisently subject to the stress testing requiresjdiut we expect that once we are subject t
those requirements, the Federal Reserve, the FBdGhee Washington Department of Financial Institas’ Division of Banks will consider
our results as an important factor in evaluatingaapital adequacy, and that of the Bank, in evalgaany proposed acquisitions and in
determining whether any proposed dividends or stepkirchases by us or by the Bank may be an unsafesound practice.

Regulatory Capital Requirements

Prior Capital Guidelines. The Federal Reserve monitors the capital adeqoiitye Company on a consolidated basis, and tHE Rbd
the Washington Department of Financial Institutiddiwision of Banks monitor the capital adequacytlodé Bank. The risk-based capital
guidelines applicable to us and the Bank througbeldber 31, 2014 were based on the 1988 capitatddazown as Basel |, of the Basel
Committee on Banking Supervision (the “Basel Cortenril) as implemented by the federal bank regulatssets and off-balance sheet items
were assigned to weighted risk categories, andalagassified in one of the two following tierspinding on its characteristic:

» Tier 1 (Core) Capitatcommon equity, retained earnings, qualifying nomalative perpetual preferred stock, minority ietts
in equity accounts of consolidated subsidiariesl (@mder existing standards, a limited amount @flifging trust preferred
securities at the holding company level), less galhdnost intangible assets and certain othertasse

» Tier 2 (Supplementary) Capitgberpetual preferred stock and trust preferredrigesinot meeting the definition of Tier 1
capital, qualifying mandatory convertible debt s@@s, qualifying subordinated debt and a limitedount of allowances for
loan and lease losses.

Under the requirements in effect through DecemhefB814, we were required to maintain Tier 1 cédital total capital (that is, Tier 1
capital plus Tier 2 capital, less certain dedua)aqual to at least 4% and 8%, respectively, otatal risk-weighted assets (including various
off-balance sheet items such as letters of crealith, similar required capital ratios for the Baidee “-Prompt Corrective Action Framework”
for a discussion of certain other capital ratios.

Under those guidelines, bank holding companieshamits were also required to comply with minimurrelege requirements, measured
based on the ratio of a bank holding company’sleeirek’s, as applicable, Tier 1 capital to adjustedrterly average total assets (as defined fc
regulatory purposes). These requirements genearallgssitated a minimum Tier 1 leverage ratio offdfall bank holding companies and
banks, with a lower 3% minimum for bank holding ganies and banks meeting certain specified crjteriduding having the highest
composite regulatory supervisory rating.

Basel I11 and the New Capital Rules. In July 2013, the federal bank regulators appddiral rules implementing the Basel Committee’s
December 2010 final capital framework for strengthg international capital standards, known as Bldis&nd various provisions of the
Dodd-Frank Act (the “New Capital Rules”). The Newital Rules substantially revise the risk-baseutabrequirements applicable to bank
holding companies and banks, including us and trekBcompared to the risk-based capital rulesfeceat December 31, 2014. The New
Capital Rules revise the components of capitalaittess other issues affecting the numerator uaty capital ratio calculations. The New
Capital Rules also address risk weights and o#fsereis affecting the denominator in regulatory ehpétio calculations, including by replacing
the existing risk-weighting approach derived fromsBI | with a more risk-sensitive approach basegait, on the standardized approach
adopted by the Basel Committee in its 2004 capitabrds, known as Basel Il. The New Capital Rules inplement the requirements of
Section 939A of the Dodd-Frank Act to remove refiees to credit ratings from the federal bank retgu$i rules. Subject to a phase-in period
for various provisions, the New Capital Rules beeafiective for us and for the Bank on JanuaryOlL52

The New Capital Rules, among other things, (i)adtrce a new capital measure called “Common Equéy I,” or CETL, (ii) specify the
Tier 1 capital consists of CET1 and “Additional Tilecapital” instruments meeting specified requieais, (iii) define CET1 narrowly by
requiring that most deductions/adjustments to e#guy capital measures be made to CET1 and nbetother components of capital and
(iv) expand the scope of the deductions/adjustntentapital as compared to existing regulations.

Under the New Capital Rules, the minimum capitibsaas of January 1, 2015 are (i) 4.5% CET1 toweighted assets, (ii) 6% Tier 1
capital (that is, CET1 plus Additional Tier 1 cabjtto risk-weighted assets and (iii) 8% total ¢alpjthat is, Tier 1 capital plus Tier 2 capitad) t
risk-weighted assets.
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The New Capital Rules also introduce a new capaabkervation buffer designed to absorb losses glyréniods of economic stress. The
capital conservation buffer is composed entirel{C&fT1, on top of these minimum risk-weighted asatbs. In addition, the New Capital
Rules provide for a countercyclical capital buffgplicable only to certain covered institutions. Wéenot expect the countercyclical capital
buffer to be applicable to us or the Bank. Bankiraditutions with a ratio of CETL1 to risk-weightadsets above the minimum but below the
capital conservation buffer (or below the combigagital conservation buffer and countercyclicali@fpuffer, when the latter is applied) will
face constraints on dividends, equity repurchasdscampensation based on the amount of the sHortfal

The implementation of the capital conservation @uvill begin on January 1, 2016 at the 0.625%llend will be phased in over a three-
year period (increasing by 0.625% on each subseéda@oary 1, until it reaches 2.5% on January 19R0Nhen fully phase-in, the New
Capital Rules will require us, and the Bank, tomtegin such additional capital conservation buffe2.6% of CET1, effectively resulting in
minimum ratios of (i) 7% CETL to risk-weighted atsséii) 8.5% Tier 1 capital to risk-weighted assetnd (iii) 10.5% total capital to risk-
weighted assets. The New Capital Rules also elifaitiee more permissive 3% minimum Tier 1 leveragmmunder the capital guidelines that
were in effect through December 31, 2014, resuiting 4% minimum Tier 1 leverage ratio for all bariding companies and banks.

The New Capital Rules provide for a number of déidus from and adjustments to CET1. These inclémegxample, the requirement
that mortgage servicing rights, certain deferredassets and significant investments in non-codat#d financial entities be deducted from
CET1 to the extent that any one such category esc&@% of CET1 or all such categories in the agagfregxceed 15% of CET1.
Implementation of the deductions and other adjustsn®® CET1 began on January 1, 2015 and will lzes@dh in over a four-year period
(beginning at 40% on January 1, 2015 and an addit20% per year thereafter). The New Capital Ralss generally preclude certain hybrid
securities, such as trust preferred securities) foeing counted as Tier 1 capital for most banklingl companies. However, bank holding
companies such as us who had less than $15 hiflieasets as of December 31, 2009 (and who continbave less than $15 billion in assets)
are permitted to include trust preferred securigeaed prior to May 19, 2010 as Additional Tierapital under the New Capital Rules.

The New Capital Rules also prescribe a new staimitépproach for risk weightings that expandgigleweighting categories from
four Basel I-derived categories (0%, 20%, 50% ab@P4) to a much larger and more risk-sensitive nurobeategories, depending on the
nature of the assets, generally ranging from 0%Ut&. government and agency securities, to 600¥%gdrtain equity exposures, and resulting
in higher risk weights for a variety of asset carées.

With respect to the Bank, the New Capital Rules atwise the prompt corrective action regulationsspant to Section 38 of the Federal
Deposit Insurance Act (“FDIA”). See “-Prompt Cortige Action Framework.”

We believe that, as of December 31, 2014, we am@#nk would meet all capital adequacy requirementer the New Capital Rules on
a fully phased-in basis as if such requirement®wieen in effect.

Liquidity Requirements

Historically, the regulation and monitoring of baakd bank holding company liquidity has been adsh@ss a supervisory matter,
without required formulaic measures. The Basdiimél framework requires banks and bank holding pames to measure their liquidity
against specific liquidity tests that, although i&amin some respects to liquidity measures histdly applied by banks and regulators for
management and supervisory purposes, going forwatdd be required by regulation. One test, refetoeds the liquidity coverage ratio is
designed to ensure that the banking entity maigtainadequate level of unencumbered high-quatjtydiassets equal to the entity’s expected
net cash outflow for a 30-day time horizon (ogriéater, 25% of its expected total cash outflongarran acute liquidity stress scenario. The
other test, referred to as the net stable fundatig is designed to promote more medium- and lemgtfunding of the assets and activities of
banking entities over a one-year time horizon. €hesjuirements will incentivize banking entitiesriorease their holdings of U.S. Treasury
securities and other sovereign debt as a compafessets and increase the use of long-term debfwasding source.

Prompt Corrective Action Framework

The FDIA requires the federal bank regulators ke farompt corrective action in respect of depogitostitutions that fail to meet
specified capital requirements. The FDIA estabksiiee capital categories (“well-capitalized,” “ajleately capitalized,” “undercapitalized,”
“significantly undercapitalized” and “critically awiercapitalized”), and the federal bank regulatoesraquired to take certain mandatory
supervisory actions, and are authorized to takerattscretionary actions, with respect to instdns that are undercapitalized, significantly
undercapitalized or critically undercapitalized €1deverity of these mandatory and discretionargsugory actions depends upon the capital
category in which the institution is placed. Gellgraubject to a narrow exception, the FDIA regsithe regulator to appoint a receiver or
conservator for an institution that is criticallpdercapitalized.
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Under the rules in effect through December 31, 2@ibdnsured depository institution generally Ww# classified in the following
categories based on the capital measures indicated:

“Well capitalized” “Adequately capitalized”

Total capital ratio of at least 10%, Total capitio of at least 8%,

Tier 1 capital ratio of at least 6%, Tier 1 cabitdio of at least 4%, and
Tier 1 leverage ratio of at least 5%, and Tiee\ielage ratio of at least 4%.
Not subject to any order or written directive reg a specific capital

level.

“Undercapitalized” “Significantly undercapitalized”

Total capital ratio of less than 8%, Total capitelo of less than 6%,
Tier 1 capital ratio of less than 4%, or Tier pital ratio of less than 3%, or
Tier 1 leverage ratio of less than 4%. Tier 1 tage ratio of less than 3%.

“Critically undercapitalized”
Tangible equity to average quarterly tangible ass&R% or less.

The New Capital Rules revised the prompt corredistion requirements effective January 1, 2015)inttoducing a CET1 ratio
requirement at each level (other than criticallgdentapitalized), with the required CET1 ratio befn§% for well-capitalized status;
(ii) increasing the minimum Tier 1 capital ratiajterement for each category (other than criticaligercapitalized), with the minimum Tier 1
capital ratio for well-capitalized status being 886 compared to the previous 6%); and (iii) elirtimathe previous provision that allowed a
bank with a composite supervisory rating of 1 tabesidered adequately capitalized with a leveratie of 3%. The New Capital Rules do
change the total risk-based capital requiremenaffgrprompt corrective action category.

An institution may be downgraded to, or deemedetdnb a capital category that is lower than indidaby its capital ratios if it is
determined to be in an unsafe or unsound conddiahit receives an unsatisfactory examinatiomngtvith respect to certain matters. A bank’
capital category is determined solely for the psgof applying prompt corrective action regulaticarsd the capital category may not
constitute an accurate representation of the banlésall financial condition or prospects for otlpeirposes.

As of December 31, 2014, we and the Bank were eeglitalized with Tier 1 capital ratios of 12.98%ak?.52% , respectively, total
capital ratios of 14.13% and 13.67% , respectivahy] Tier 1 leverage ratios of 10.57% and 9.79@spectively, in each case calculated unde
the then applicable risk-based capital guidelines.

An institution that is categorized as undercaptadi significantly undercapitalized or criticallpdercapitalized is required to submit an
acceptable capital restoration plan to its appateriederal bank regulator. Under the FDIA, in orfde the capital restoration plan to be
accepted by the appropriate federal banking agenbgnk holding company must guarantee that adiabgidepository institution will comply
with its capital restoration plan, subject to cerfamitations. The bank holding company must gisovide appropriate assurances of
performance. The obligation of a controlling bamkding company under the FDIA to fund a capitatoestion plan is limited to the lesser of
5% of an undercapitalized subsidiary’s assets@athount required to meet regulatory capital rexpénts. An undercapitalized institution is
also generally prohibited from increasing its ageréotal assets, making acquisitions and capisdtidutions, establishing any branches or
engaging in any new line of business, except im@znce with an accepted capital restoration ptamith the approval of the FDIC.
Institutions that are undercapitalized or signifitya undercapitalized and either fail to submitaaceptable capital restoration plan or fail to
implement an approved capital restoration plan begubject to a number of requirements and rastnstincluding orders to sell sufficient
voting stock to become adequately capitalized, irequents to reduce total assets and cessatiorteifpteof deposits from correspondent bai
Critically undercapitalized depository institutiofagling to submit or implement an acceptable apitstoration plan are subject to appointr
of a receiver or conservator.

In addition, the FDIA prohibits an insured depositmstitution from accepting brokered deposit®fiering interest rates on any deposits
significantly higher than the prevailing rate irethank’s normal market area or nationally (depeamdimon where the deposits are solicited),
unless it is well capitalized or is adequately taizied and receives a waiver from the FDIC. A dgfooy institution that is adequately
capitalized and accepts brokered deposits undeivewfrom the FDIC may not pay an interest rateoyn deposit in excess of 75 basis points
over certain prevailing market rates.
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The Volcker Rule

The Dodd-Frank Act prohibits banks and their &dfiis from engaging in proprietary trading and itimgsin and sponsoring hedge funds
and private equity funds. The statutory provisieeammonly called the “Volcker Rule.” In Decemb@i 3, federal regulators adopted final
rules to implement the Volcker Rule that becameatiife in April 2014. The Federal Reserve, howeigsyed an order extending the period
that institutions have to conform their activittesthe requirements of the Volcker Rule to July 2015. Banks with less than $10 billion in
total consolidated assets, such as the Bank, thabtlengage in any covered activities, other thading in certain government, agency, sta
municipal obligations, do not have any significaompliance obligations under the rules implementiregVolcker Rule. We are continuing to
evaluate the effects of the Volcker Rules on ouwittess, but we do not currently anticipate thatbkeker Rule will have a material effect on
our operations.

Interchange Fees

Under the Durbin Amendment to the Dodd-Frank Awe, Federal Reserve adopted rules establishingas@tbr assessing whether the
interchange fees that may be charged with respemrtain electronic debit transactions are “reabtsand proportional” to the costs incurred
by issuers for processing such transactions.

Interchange fees, or “swipe” fees, are chargesnttethants pay to us and other card-issuing bankzrécessing electronic payment
transactions. Under the final rules, the maximummpgsible interchange fee is equal to no more #fanents plus 5 basis points of the
transaction value for many types of debit intergfeatransactions. The Federal Reserve also adoptéd # allow a debit card issuer to recc
1 cent per transaction for fraud prevention purpadkthe issuer complies with certain fraud-relatequirements required by the Federal
Reserve. The Federal Reserve also has rules gogeiting and exclusivity that require issuersffer two unaffiliated networks for routing
transactions on each debit or prepaid product.

On July 31, 2013, the U.S. District Court for thistilct of Columbia found the interchange fee cag the exclusivity provision adopted
by the Federal Reserve to be invalid. The U.S. Caiuhppeals for the District of Columbia, or D.Circuit, reversed this decision on March
21, 2014, generally upholding the Federal Reselimgspretation of the Durbin Amendment and thedfabReserve’s rules implementing it
and on January 20, 2015, the U.S. Supreme Couiedefaintiffs’ petition for certiorari.

Currently, we qualify for the small issuer exemptfoom the interchange fee cap, which applies tod®bit card issuer that, together w
its affiliates, has total assets of less than $llid as of the end of the previous calendar y&ée. will become subject to the interchange fee
cap beginning July 1 of the year following the timleen our total assets reaches or exceeds $1@nbileliance on the small issuer exemption
does not exempt us from federal regulations préihipnetwork exclusivity arrangements or from ragtrestrictions, however, and these
regulations have negatively affected the intercleangome we have received from our debit card nétwo

Regulatory Oversight and Examination

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

Banks are subject to periodic examinations by themary regulators. Bank examinations have evolvenh reliance on transaction
testing in assessing a bank’s condition to a figlused approach. These examinations are exteast/eover the entire breadth of operatior
the bank. Generally, safety and soundness examirgaticcur on an 18-month cycle for banks under $8illbn in total assets that are well-
capitalized and without regulatory issues, andrishths otherwise. Examinations alternate betweefetieral and state bank regulatory ag:
or may occur on a combined schedule. The frequeficgnsumer compliance and CRA examinations islihto the size of the institution and
its compliance and CRA ratings at its most rec&atrénations. However, the examination authorityhef Federal Reserve and the FDIC all
them to examine supervised banks as frequentlg@sedd necessary based on the condition of thedreaka result of certain triggering
events.
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Corporate Governance and Accounting

Sarbanes-Oxley Act of 2002 . The Sarbanes-Oxley Act of 2002 (*SOX”") addresaesong other things, corporate governance, auditing
and accounting, enhanced and timely disclosur@farate information, and penalties for non-comp@ Generally, SOX (i) requires chief
executive officers and chief financial officerscertify to the accuracy of periodic reports filedhwthe SEC; (ii) imposes specific and enhar
corporate disclosure requirements; (iii) acceler#ite time frame for reporting of insider transaasi and periodic disclosures by public
companies; (iv) requires companies to adopt andatie information about corporate governance prestiincluding whether or not they have
adopted a code of ethics for senior financial efficand whether the audit committee includes at l@@e “audit committee financial expert;”
and (v) requires the SEC, based on certain enuatefattors, to regularly and systematically reviamsporate filings.

Anti-Money Laundering and Anti-terrorism

The Bank Secrecy Act (the “BSA”) requires all ficéad institutions, including banks and securitiesker-dealers, to, among other thin
establish a risk-based system of internal contedsonably designed to prevent money launderingrantinancing of terrorism. It includes a
variety of recordkeeping and reporting requiremésiish as cash and suspicious activity reportisgyell as due diligence/know-your-
customer documentation requirements.

The Uniting and Strengthening America by Providiqpropriate Tools Required to Intercept and Obstiigrorism Act of 2001,
intended to combat terrorism, was renewed witha@@d@mendments in 2006 (the “Patriot Act”). TheridatAct further augments and
strengthens the requirements set forth in the B®w. Patriot Act, in relevant part, (i) prohibitsnika from providing correspondent accounts
directly to foreign shell banks; (ii) imposes dukgeénce requirements on banks opening or holdogpants for foreign financial institutions or
wealthy foreign individuals; (iii) requires finamtiinstitutions to establish an anti-money-laundigicompliance program; and (iv) eliminates
civil liability for persons who file suspicious adty reports. The Patriot Act also includes praeiss providing the government with power to
investigate terrorism, including expanded governnaegess to bank account records. Columbia Bankstaslished compliance programs
designed to comply with the BSA and the Patriot Act

Deposit Insurance

The Bank’s deposits are insured under the FDIAouhe maximum applicable limits and are subjeatdposit insurance assessments
designed to tie what banks pay for deposit inswgdache risks they pose. The Dodd-Frank Act broadghe base for FDIC insurance
assessments. Assessments are now based on thgeavenagolidated total assets less tangible eqajital of a financial institution. In
addition, the Dodd~rank Act raised the minimum designated resenie (dte FDIC is required to set the reserve raticheyear) of the Depo:
Insurance Fund (“DIF”) from 1.15% to 1.35%; reqditbat the DIF meet that minimum ratio of insureghaisits by 2020; and eliminates the
requirement that the FDIC pay dividends to insutepository institutions when the reserve ratio erisecertain thresholds. The FDIC has
established a higher reserve ratio of 2% as a teng-goal beyond what is required by statute. Téyeodit insurance assessments to be paid b
Columbia Bank could increase as a result.

The Dodd-Frank Act

As a result of the financial crisis, on July 2110ahe Dodd-Frank Act was signed into law. The Dé&dank Act significantly changed tl
bank regulatory structure and is affecting the legddeposit, investment, trading and operating/giets of financial institutions and their
holding companies, including the Company and CoiarBlank. The full impact of the Dodd-Frank Act magt be known for years. Some of
the provisions of the Dodd-Frank Act that may intpae business are summarized below.

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

Prohibition Against Charter Conversions of Troubled I nstitutions. The Dodd-Frank Act generally prohibits a depoyiiastitution from
converting from a state to federal charter, or vieesa, while it is the subject to an enforcemetiba unless the bank seeks prior approval 1
its regulator and complies with specified proceduteensure compliance with the enforcement action.
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Consumer Financial Protection Bureau . The Dodd-Frank Act created a new, independerréddgency called the Consumer Financial
Protection Bureau (the “CFPB”). The CFPB has bnegeimaking, supervision and enforcement authodtyaf wide range of consumer
protection laws applicable to banks and thriftdwgteater than $10 billion in assets. Smaller tuttins are subject to certain rules promulg
by the CFPB but will continue to be examined angesvised by their federal banking regulators fanptiance purposes. The CFPB has ist
numerous additional regulations that will likelychene industry best practice and increase the camgai burden of Columbia Bank.

Repeal of Demand Deposit | nterest Prohibition . The Dodd-Frank Act repealed the federal protobgion the payment of interest on
demand deposits, thereby permitting depositonjtutgins to pay interest on business transactiahather accounts.

Heightened Requirements for Bank Holding Companiewvith $10 Billion or More in Assets

Various federal banking laws and regulations, ideig rules adopted by the Federal Reserve purd¢odhé requirements of the Dodd-
Frank Act, impose heightened requirements on celéage banks and bank holding companies. Modtexd rules apply primarily to bank
holding companies with at least $50 billion in tatansolidated assets, but certain rules also apphanks and bank holding companies with a
least $10 billion in total consolidated assetsldvaihg the fourth consecutive quarter (and any @pple phase-in period) where our or the
Bank’s total consolidated assets, as applicableglear exceed $10 billion, we or the Bank, as ajtlie, will, among other requirements:

» be required to perform annual stress tests saxitbed above in “Dividends; Stress Testing;”

» be required to establish a dedicated risk cotemivf our board of directors responsible for oseiisg our enterpriseide risk
management policies, which must be commensurateowit capital structure, risk profile, complexiagtivities, size and
other appropriate risk-related factors, and inglgdis a member at least one risk management expert;

» calculate our FDIC deposit assessment base agiggformance score and a legserity score system; €
* be examined for compliance with federal consumetgation laws primarily by the CFF

While we do not currently have $10 billion or mametotal consolidated assets, we have begun amaj\these requirements to ensure we
are prepared to comply with the rules when andaf/tbecome applicable. It is reasonable to asshai@tr total assets will exceed $10 billion
in the future, based on our historic organic groweties or if we engage in any acquisitions.

Incentive Compensation

The Dodd-Frank Act requires the federal bank raéguaand the SEC to establish joint regulationguedelines prohibiting incentive-
based payment arrangements at specified regulatg®, including us and the Bank, having at I&dsbillion in total assets that encourage
inappropriate risks by providing an executive aficemployee, director or principal stockholdethnekcessive compensation, fees, or benefit:
or that could lead to material financial loss te #&ntity. In addition, these regulators must ehlyegulations or guidelines requiring enhance
disclosure to regulators of incentive-based comgiEms arrangements. The agencies proposed suclatiegs in April 2011, but the
regulations have not been finalized. If the redotet are adopted in the form initially proposeaythvill impose limitations on the manner in
which we may structure compensation for our exgesti

In June 2010, the Federal Reserve and FDIC issmegehensive final guidance on incentive compeosaiolicies intended to ensure
that the incentive compensation policies of bankirganizations do not undermine the safety anddess of such organizations by
encouraging excessive risk-taking. The guidancégtwtovers all employees that have the ability tdamially affect the risk profile of an
organization, either individually or as part ofragp, is based upon the key principles that a lman&irganization’s incentive compensation
arrangements should (i) provide incentives that@mpately balance risk and financial results imanner that does not encourage employe
expose their organizations to imprudent risk,{@ compatible with effective internal controls arek management and (iii) be supported by
strong corporate governance, including active dfet#ve oversight by the organization’s board o&dtors. These three principles are
incorporated into the proposed joint compensatagulations under the Dodd-Frank Act, discussed @bov
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The Federal Reserve will review, as part of theulag risk-focused examination process, the inwentbmpensation arrangements of
banking organizations, such as us, that are noélacomplex banking organization3hese reviews will be tailored to each organizabasec
on the scope and complexity of the organizationtssaéies and the prevalence of incentive compeaaosadrrangements. The findings of the
supervisory initiatives will be included in repodsexamination. Deficiencies will be incorporaiatb the organization’s supervisory ratings,
which can affect the organization’s ability to malaguisitions and take other actions. Enforcemeti@s may be taken against a banking
organization if its incentive compensation arrangets, or related risk management control or govaa@rocesses, pose a risk to the
organization’s safety and soundness and the orgtimrizis not taking prompt and effective measuoesorrect the deficiencies.

Proposed Legislation

Proposed legislation relating to the banking induist introduced in almost every legislative sessi@ertain of such legislation could
dramatically affect the regulation of the bankindustry. We cannot predict if any such legislatiol be adopted or if it is adopted how it
would affect the business of Columbia Bank or tloeenPany. Recent history has demonstrated that ngigld¢ion or changes to existing laws
or regulations usually results in a greater conmgiaburden and therefore generally increases steo€doing business.

Effects of Government Monetary Policy

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

ITEM 1A. RISK FACTORS

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

National and global economic and other conditionsauld adversely affect our future results of operatins or market price of our stock.

Our business is directly impacted by factors siech@nomic, political and market conditions, braadds in industry and finance,
and changes in government monetary and fiscalipslend inflation, all of which are beyond our e¢ohtin recent years, the national and
global economies have faced a severe economis anidiiding a major recession from which they doevly recovering, and these economies
and the financial services sector in particularticae to face significant challenges. Business gioaeross a wide range of industries and
regions in the United States remains reduced, @ad overnments and many businesses continugtrierce financial difficulty. Since the
recession, economic growth has been slow and unéwefinancial markets have experienced substamiatility, unemployment levels
generally remain elevated and there are contincamgerns related to the level of U.S. governmeht dad fiscal actions that may be taken to
address that debt. There can be no assurancectiairaic conditions will continue to improve, anésk conditions could worsen. Any
renewed deterioration in the economies of the na®a whole or in our markets would have an aéveffect, which could be material, on our
business, financial condition, results of operatiand prospects, and could also cause the maiketqfrour stock to decline. While it is
impossible to predict how long challenging econontnditions may exist, a slow or fragile recoveoyld continue to present risks into the
future for the industry and our company.
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Economic conditions in the market areas we serve rgaadversely impact our earnings and could increaseur credit risk associated with
our loan portfolio, the value of our investment potfolio and the availability of deposits.

Substantially all of our loan and deposit custonagesto businesses and individuals in Washingteag@n and Idaho, and continuing soft
economies in these market areas could have a rladrierse effect on our business, financial caomgiresults of operations and prospects.
While housing prices have stabilized, unemploymentains relatively high in all three states. A deration in the market areas we serve
could result in the following consequences, anwhbich would have an adverse impact, which couldnlagerial, on our business, financial
condition, results of operations and prospects:

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

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

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

. low cost or norinterest bearing deposits may decrease
. demand for our loan and other products and servitesdecreas

Concentrations within our loan portfolio could resut in increased credit risk in a challenging econom.

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

A large percentage of our loan portfolio is securethy real estate, in particular commercial real estte. Deterioration in the real estate
market or other segments of our loan portfolio woull lead to additional losses.

In conjunction with the recent financial crisisetteal estate market experienced a slow-down doegdative economic trends and credit
market disruption, from which the market continteslowly recover. At December 31, 2014, 63% of tmtial gross loans, were secured by
estate. Any renewed downturn in the economiesalragtate values in the markets we serve could aamaterial adverse effect on both
borrowers’ability to repay their loans and the value of tlal property securing such loans. Our ability woker on defaulted loans would ti
be diminished, and we would be more likely to suffsses on defaulted loans, any or all of whiclulddhave an adverse impact, which could
be material, on our business, financial conditr@sults of operations and prospects.

Our allowance for loan and lease losses (“ALLL") m& 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 our fpartfolio. While we strive to
carefully monitor credit quality and to identifydos that may become non-performing, at any timesthee loans in the portfolio that could
result in losses, but that have not been identdigdonperforming or potential problem loans. We cannosibee that we will be able to ident
deteriorating loans before they become non-perfograssets, or that we will be able to limit losseghose loans that have been identified.
Additionally, the process for determining the ALkéquires different, subjective and complex judgreexitout the future impact from current
economic conditions that might impair the abilifyb@rrowers to repay their loans. As a result, fatsignificant increases to the ALLL may be
necessary.

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

Our nonperforming assets adversely affect ourmmire in various ways. We do not record interestrime on nonaccrual loans, thereby
adversely affecting our income, and increasing la@ministration costs. Assets acquired by forecksu similar proceedings are recorded at
the lower of carrying value or fair value less mstied costs to sell. The valuation of these fosmtdmssets is periodically updated and resultir
losses, if any, are charged to earnings in thegen which they are identified. An increase in biaeel of nonperforming assets also increases
our risk profile and may impact the capital levels regulators believe is appropriate in light oéls risks. We utilize various techniques such
as loan sales, workouts, and restructurings to gear problem assets. Decreases in the valuesé throblem assets, the underlying
collateral, or in the borrowers’ performance omficial condition, would have an adverse impactctviciould be material, on our business,
financial condition, results of operations and pexgs. In addition, the resolution of nonperformasgets requires significant commitments of
time from management and staff, which can be detiad to performance of their other responsibsiti/e may experience further increase
nonperforming loans in the future.

Our acquisitions and the integration of acquired bisinesses subject us to various risks and may notadt in all of the benefits
anticipated, and future acquisitions may be dilutie to current shareholders.

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

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

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

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

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

Furthermore, notwithstanding our recent acquisgtjome cannot provide any assurance as to the extevritich we can continue to grow
through acquisitions as this will depend on thelalbdity of prospective target opportunities alwations we find attractive. In addition, the
Pacific Northwest is experiencing intensified cditation and we face significant competition fromnmerous other financial services
institutions for attractive acquisition candidatesny of which competitors will have greater fin@hcesources than we do.

Our assumptions regarding the fair value of assetacquired could be inaccurate, which could materiall and adversely affect our
business, financial condition, results of operatiogy and future prospects.

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

Our capital ratios are significantly higher thagukatory minimums. We may lower our capital ratiosough either selective acquisitions
that meet our disciplined criteria, organic loaowgth, investment in securities, or a combinatiomlbthree. We continually evaluate
opportunities to expand our business through gfi@tcquisitions. There can be no assurance thatillvee able to negotiate future
acquisitions on terms acceptable to us.

Conversely, there may be circumstances under whigbuld be prudent to consider alternatives fasirey capital to take advantage of
significant acquisition opportunities or in respens changing economic conditions. In addition,may need to raise additional capital in the
future to have sulfficient capital resources anditliy to meet our commitments and fund our bussneseds and future growth, particularly if
the quality of our assets or earnings were to detee significantly. We may not be able to raiddiional capital when needed on terms
acceptable to us or at all. Our ability to raisdifidnal capital, if needed, will depend on, amantlger things, conditions in the capital markets
at the time, which are outside our control, andfancial performance. Further, if we need toeaiapital in the future, we may have to do so
when many other financial institutions are alsdks®gto raise capital and would then have to compéth those institutions for investors. An
inability to raise additional capital on acceptatelens when needed could have a material advefeset eh our business, financial condition,
results of operations and prospects. In additiag,capital raising alternatives could dilute thédeos of our outstanding common stock and
may adversely affect the market price of our comstogk.

If the goodwill we have recorded in connection witlacquisitions becomes impaired, it could have a matial adverse impact on our
earnings and shareholders’ equity.

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

Fluctuating interest rates could adversely affectar business.

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

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

Our business depends on our ability to successfulmanage credit risk.

The operation of our business requires us to maoight risk. As a lender, we are exposed to tslettiat our borrowers will be unable
repay their loans according to their terms, andttiacollateral securing repayment of their loainany, may not be sufficient to ensure
repayment. In addition, there are risks inheremh@king any loan, including risks with respecthe period of time over which the loan may be
repaid, risks relating to proper loan underwritirigks resulting from changes in economic and itrguonditions and risks inherent in dealing
with individual borrowers. In order to successfuliyanage credit risk, we must, among other thingsntain disciplined and prudent
underwriting standards and ensure that our barikbosv those standards. The weakening of thesedstals for any reason, such as an attemp
to attract higher yielding loans, a lack of diswiplor diligence by our employees in underwritimgl anonitoring loans, the inability of our
employees to adequately adapt policies and proesdarchanges in economic or any other conditiffiestang borrowers and the quality of «
loan portfolio, may result in loan defaults, foresiires and additional charge-offs and may neces¢iitat we significantly increase our ALLL,
each of which could adversely affect our net incoAmea result, our inability to successfully managedit risk could have a material adverse
effect on our business, financial condition, resolk operations and prospects.
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We operate in a highly regulated environment and chinges of or increases in, or supervisory enforcemeaf, banking or other laws and
regulations or governmental fiscal or monetary pokies could adversely affect us.

We are subject to extensive regulation, superviaiwh examination by federal and state banking aitién® In addition, as a publicly-
traded company, we are subject to regulation bystE. Any change in applicable regulations or faljetate or local legislation or in policies
or interpretations or regulatory approaches to d@mpe and enforcement, income tax laws and acaayptinciples could have a substantial
impact on us and our operations. Changes in lagsegulations may also increase our expenses bydimg additional fees or taxes or
restrictions on our operations. Additional legiglatand regulations that could significantly affear powers, authority and operations may be
enacted or adopted in the future, which could leweaterial adverse effect on our business, finnoiadition, results of operations and
prospects. Failure to appropriately comply with aogh laws, regulations or principles could resutanctions by regulatory agencies or
damage to our reputation, all of which could adelraffect our business, financial condition orulesof operations. In that regard, the Dodd-
Frank Act was enacted in July 2010. Among othevigions, the legislation (i) created a new ConsuRieancial Protection Bureau (the
“CFPB”) with broad powers to regulate consumerticial products such as credit cards and mortgdiijesteated a Financial Stability
Oversight Council comprised of the heads of otegutatory agencies, (iii) resulted in new capitajuirements from federal banking agencies
(iv) placed new limits on electronic debit cardeirdthange fees and (v) required the SEC and natsboelk exchanges to adopt significant new
corporate governance and executive compensatiommef some of which have yet to be promulgated.Db@d+Frank Act and regulations tt
have been adopted thereunder have increased thdl@asts of regulatory compliance and further Bédank Act related regulations may
lead to additional costs. In addition, the CFPB twasd rulemaking authority and is the principalefsal regulatory agency responsible for the
supervision and enforcement of a wide range of wores protection laws for banks with greater tha@ Billion in assets.

The New Capital Rules implementing Basel 11l wi# phased in through 2019. The New Capital Ruletddeave an adverse impact
our financial position and future earnings dueatnpng other things, the increased capital requinésne

Further, regulators have significant discretion anthority to prevent or remedy unsafe or unsouadtjzes or violations of laws or
regulations by financial institutions and holdir@mpgpanies in the performance of their supervisory emforcement duties. Recently, these
powers have been utilized more frequently due éoséirious national, regional and local economiditimms we are facing. The exercise of
regulatory authority may have an adverse impacichvbould be material, on our business, finanagdition, results of operations and
prospects. Additionally, our business is affectigaificantly by the fiscal and monetary policiestbé U.S. federal government and its agen
including 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 financianiket and economic conditions, could materially addersely affect our business, financial
condition and results of operations, as well agithding price of our common stock.

We will be subject to heightened regulatory requirenents if we exceed $10 billion in assets.

It is reasonable to assume that our total assditexeieed $10 billion in the future, based on oistdric organic growth rates or if we
engage in any acquisitions. The Dodd-Frank Actitsshplementing regulations impose various addaiaequirements on bank holding
companies with $10 billion or more in total assetsluding compliance with portions of the FedeRalserve’s enhanced prudential oversight
requirements and annual stress testing requiremerasidition, banks with $10 billion or more irtabassets are primarily examined by the
CFPB with respect to various federal consumer firemrotection laws and regulations. Currently; bank is subject to regulations adopted
by the CFPB, but the FDIC is primarily responsitoieexamining our bank’s compliance with consumetgction laws and those CFPB
regulations. As a relatively new agency with evalyregulations and practices, there is uncertaiatio how the CFPB’s examination and
regulatory authority might impact our business.
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Compliance with these requirements may necessliateve hire additional compliance or other pergbnalesign and implement
additional internal controls, or incur other sigedint expenses, any of which could have a matedeaérse effect on our business, financial
condition or results of operations. Compliance with annual stress testing requirements, part afhwhust be publicly disclosed, may also be
misinterpreted by the market generally or our cusis and, as a result, may adversely affect ogk gidce or our ability to retain our
customers or effectively compete for new businggmdunities. To ensure compliance with these heigdd requirements when effective, our
regulators may require us to fully comply with th@equirements or take actions to prepare for ciamgé even before our or our bank’s total
assets equal or exceed $10 bhillion. As a resultinag incur compliance-related costs before we miginerwise be required, including if we do
not continue to grow at the rate we expect orlatalr regulators may also consider our prepardtorcompliance with these regulatory
requirements when examining our operations geryepaltonsidering any request for regulatory appraweamay make, even requests for
approvals on unrelated matters.

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

Our securities portfolio currently includes sedestwith unrecognized losses. At December 31, 2tds unrealized losses in our
securities portfolio were $14.3 million . We mayntiaue to observe declines in the fair market vallithese securities. Securities issued by
certain states and municipalities have recentlyecander scrutiny due to concerns about credit yualithough management believes the
credit quality of the Company'’s state and municgedurities portfolio to be good, there can be ssueance that the credit quality of these
securities will not decline in the future. We eatkithe securities portfolio for any other thangenary impairment each reporting period, as
required by generally accepted accounting prinsipiehe United States of America. There can bassurance, however, that future
evaluations of the securities portfolio will nofjtére us to recognize further impairment chargeb vaspect to these and other holdings. For
example, it is possible that government-sponsoredrams to allow mortgages to be refinanced to taates could materially adversely
impact the yield on our portfolio of mortgage-baglsecurities, since a significant portion of owrdstment portfolio is composed of such
securities.

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-depostonypanies operating in our market areas. We ajgernce competition, especially for
deposits, from Internet-based banking institutiavisich have grown rapidly in recent years. We atgext to substantial competition for loans
and deposits from other financial institutions. $oofi our competitors are not subject to the sangeedeof regulation and restriction as we are
and/or have greater financial resources than w&dme of our competitors have severe liquidityéssuvhich could impact the pricing of
deposits, loans and other financial products inmarkets. Our inability to effectively compete iaranarket areas could have a material
adverse impact on our business, financial conditiesults of operations and prospects.

We may not be able to attract or retain key employes.

Our success depends in significant part on théssifilour management team and our ability to retaaruit and motivate key officers a
employees. We expect our future success to berdiiviarge part by the relationships maintainechwitir clients by our executives and other
key employees. Leadership changes will occur friome to time, and we cannot predict whether sigaiftaresignations will occur or whether
we will be able to recruit additional qualified pennel. Competition for senior executives and attipersonnel in the financial services and
banking industry is intense, which means the cbhtring, incentivizing and retaining skilled perstel may continue to increase. We need to
continue to attract and retain key personnel andc¢nuit qualified individuals to succeed existkay personnel to ensure the continued growtt
and successful operation of our business. The wwteg loss of any such employees, or the inaltdigcruit and retain qualified personnel in
the future, could have a material adverse impaaiwrbusiness, financial condition, results of ggpiens and prospects.

Changes in accounting standards could materially imact our financial statements.

From time to time, the Financial Accounting StamidaBoard and the SEC change the financial accayatid reporting standards that
govern the preparation of our financial statemefi@se changes can be very difficult to predict eamd materially impact how we record and
report our financial condition and results of opierss. In some cases, we could be required to applgw or revised standard retroactively,
resulting in our restating prior period financitdtements.
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There can be no assurance as to the level of divitls we may pay on our common stock.

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

We rely on dividends and other payments from our bak for substantially all of our revenue.

We are a separate and distinct legal entity froenBhnk, and we receive substantially all of ourrapeg cash flows from dividends and
other payments from the Bank. These dividends aydhpnts are the principal source of funds to paiddnds on our capital stock and inte:
and principal on any debt we may have. Variousr@dind state laws and regulations limit the amaiintividends that the Bank may pay to
us. Also, our right to participate in a distributiof assets upon a subsidiary’s liquidation or gaaization is subject to the prior claims of the
subsidiary’s creditors. In the event the Bank iahla to pay dividends to us, we may not be ab&etuice debt, pay obligations, or pay
dividends on our common stock. The inability toaige dividends from the Bank could have a materiderse impact on our business,
financial condition, results of operations and pegs.

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

The financial services industry is undergoing rapithnological changes with frequent introductioheew technology-driven products
and services. The effective use of technology emes efficiency and enables financial institutitnisetter serve customers and to reduce c
Many of our competitors have substantially grea¢spurces to invest in technological improvememas twe do. Our future success will
depend, in part, upon our ability to address thedeef our clients by using technology to providedoicts and services that will satisfy client
demands for convenience, as well as to createiadalitefficiencies in our operations. We may notabée to effectively implement new
technology-driven products and services or be ssfakin marketing these products and servicesit@ostomers. In addition, the
implementation of technological changes and upgraaenaintain current systems and integrate new or&y also cause service interruptions
transaction processing errors and system convedsil@ys and may cause us to fail to comply withliapple laws. There can be no assurance
that we will be able to successfully manage thiesresssociated with our increased dependency ondéady.

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

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

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

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

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

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

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

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

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

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

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

The Companys principal properties include our corporate headigus which is located at 13th & A Street, TacoWvashington, and tw
operations facilities in Lakewood, Washington.

The Company'’s branch network as of December 314 2dinade up of 158ranches located throughout several Washingtorg@ranc
Idaho counties compared to 142 branches at Dece®ib@013 . The number of branches per state, Aasmhether it is owned or operated
under a lease agreement is detailed in the follguable.

Number of Occupancy Type
Branches Owned Leased
Washington branches 78 59 19
Oregon branches 6C 29 31
Idaho branches 1€ 10 6
Total Columbia Bank branches 154 98 56

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

ITEM 3. LEGAL PROCEEDINGS

On June 24, 2009, West Coast Trust, which as 4t i@sour 2013 acquisition of West Coast Bancorpadsv a subsidiary of the
Company, was served with an Objection to Persorpré&sentative’s Petition and Petition for Surcharfg@ersonal Representative in Linn
County Circuit Court. The petitioners alleged adateof fiduciary duty with respect to West CoasisEis prior sale of real property owned by
the petitioner’s estate and sought relief in threnfof a surcharge to West Coast Trust of $215.6anilWest Coast Trust filed a motion to
dismiss on July 2, 2009, which was granted int@detiling dated September 15, 2009. Petitionepgaled and on October 8, 2014, the Court
of Appeals of the State of Oregon affirmed the Iowea@urt’s ruling dismissing all claims against W€stast Trust. On November 12, 2014, the
petitioners filed an Appellant’s Petition for Rewigvith the Supreme Court of the State of Oregoakisgy review and reversal of the Court of
Appeals’decision and remand of the case to the circuittdoutrial. On February 5, 2015, the Supreme Cofithe State of Oregon denied -
Petition for Review, effectively disposing of thmsatter in its entirety.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

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

Quarterly Common Stock Prices and Dividends

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

Cash Dividends Declared
Total Cash Dividends

2014 High Low Regular Special Declared
First quarter $ 30.3¢ $ 24.7¢ $ 0.1z $ — $ 0.12
Second quarter $ 29.31 $ 25.6¢ 0.1z 0.12 0.2¢
Third quarter $ 2718 $ 24.5( 0.1¢ 0.1¢ 0.2¢
Fourth quarter $ 28.71 $ 23.9( 0.1€ 0.1¢ 0.3¢
For the year $ 3036 $ 239 $ 05/ $ 04 % 0.9¢
Cash Dividends Declared

Total Cash Dividends
2013 High Low Regular Special Declared
First quarter $ 22.0¢ $ 18.27 $ 0.1¢ $ — $ 0.1¢
Second quarter $ 23.8¢ $ 19.8¢ 0.1¢ — 0.1¢
Third quarter $ 255¢ $ 23.17 0.1¢ — 0.1¢
Fourth quarter $ 2831 $ 23,5 0.11 — 0.11
For the year $ 28.37 $ 18.27 $ 0.41 $ = $ 0.41

On December 31, 2014 , the last sale price foistnok on the NASDAQ Global Select Market was $27/&1January 31, 2015 , the
number of shareholders of record was 2,729. Thigé does not represent the actual number of healefivners of common stock because
shares are frequently held in “street name” by sées dealers and others for the benefit of indlinl owners who may vote the shares.

At December 31, 2014 , a total of 75,998 stockan#tiwere outstanding. Additional information abstatck options and other equity
compensation plans is included in Note 22 to thesbbtidated Financial Statements in “Item 8. FinahStatements and Supplementary Data”
of this report.

The payment of future cash dividends is at therdtsm of our board of directors and subject taumnher of factors, including results of
operations, general business conditions, growtlanitial condition and other factors deemed reletmoapital management strategies by the
board of directors. In addition, the payment ofhcdividends is subject to Federal regulatory rezints for capital levels and other
restrictions. In this regardcurrent guidance from the Federal Reserve provatesng other things, that dividends per share erCibmpany’s
common stock generally should not exceed earniegstpare, measured over the previous four fiscaltgrs.

Subsequent to year end, on January 29, 2015 th@&uondeclared a regular quarterly cash divider0of6 per share and a special cas|
dividend of $0.14 , both payable on February 23,520to shareholders of record at the close ofrtassi on February 11, 2015 .
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Equity Compensation Plan Information

The following table provides information as of Dedeer 31, 2014 , regarding securities issued aibe issued under our equity
compensation plans that were in effect during 2014

Year ended December 31, 2014

Number of Shares

Number of Shares to be Weighted-Average Remaining Available for
Issued Upon Exercise of Exercise Price of Future Issuance Under
Outstanding Outstanding Options and Equity Compensation
Options and Rights (1) Rights Plans (2)
Equity compensation plans approved by security
holders 75,99¢ $ 62.41 2,402,27!
Equity compensation plans not approved by security
holders — — —

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

(2) Includes 1,784,537 shares available for fuissaance under the current stock option and egoitypensation plan, 75,998 shares
available for future issuance under the formerlkstiation and equity compensation plan and 541, des available for purchase
under the Employee Stock Purchase Plan as of Dexedibh 2014 .

The following table provides information about reghases of common stock by the Company during tlaeter ended December 31,
2014 :

Maximum Number of
Total number of Shares Remaining Shares That

Total Number of Purchased as Part of May Be Purchased at
Common Shares Average Price Paid per Publicly Announced Period End Under the
Period Purchased (1) Common Share Plan (2) Plan
10/1/2014 - 10/31/2014 34 % 25.6( — 2,000,001
11/1/2014 - 11/30/2014 — — — 2,000,001
12/1/2014 - 12/31/2014 = = = 2,000,001
34 $ 25.6( —

(1) All common share repurchases during the quagtate to shares withheld to pay taxes due upsting of restricted stock. During the
three months ended December 31, 2014, no sharesrgirchased pursuant to the Company’s publiaipanced corporate stock
repurchase plan described in (2) below.

(2) The repurchase plan, which was approved by thedtafadtirectors and announced in 2011, originallshatized the repurchase of up t
million shares.
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Five-Year Stock Performance Graph

The following graph shows a five-year comparisothef total return to shareholders of Columbia’s own stock, the Nasdaq

Composite Index (which is a broad nationally redngd index of stock performance by companies listethe Nasdaq Stock Market) and the

SNL Bank NASDAQ (comprised of banks listed on theSDAQ Stock Market).

The definition of total return includes appreciatio market value of the stock as well as the datash and stock dividends paid to
shareholders. The graph assumes that the valbe @ftestment in Columbia’s common stock, the NASD@omposite, the SNL Bank
NASDAQ and the SNL Columbia Peer Group was $100ecember 31, 2009 , and that all dividends weirevested.

Total Return Performance
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1273109 12/31/10 12731111 1273112 1231713 12/31/14
Period Ending
—8— Columbia Banking Svstem, Ine. —— NASDACQ Composite
—#— SNL Bank NASDAQ
Period Ending
Index 12/31/2009 12/31/2010 12/31/2011 12/31/2012 12/31/2013 12/31/2014
Columbia Banking System, Inc. 100.0( 130.4« 121.2( 118.6: 185.0: 192.7:
NASDAQ Composite 100.0( 118.1¢ 117.2: 138.0: 193.4 222.1¢
SNL Bank NASDAQ 100.0( 117.9¢ 104.6¢ 124.7: 179.3¢ 185.7:

Source: SNL Financial LC, Charlottesville, VA
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ITEM 6. SELECTED FINANCIAL DATA
Five-Year Summary of Selected Consolidated Finandi®ata (1)

2014 2013 (2) 2012 (2) 2011 (2) 2010 (2)

(dollarsin thousands except per share amounts)
For the Year

Interest income

$ 308,04: $ 296,93t $ 248,50 $ 251,27: $ 185,87
IS PEse $ 3,99 $ 5,84( $ 9,571 $ 14,53 $ 21,09:
Net interest income $ 304,04 $ 291,09 $ 23892 $ 236,73t $ 164,78
Provision (recapture) for loan and lease losses (2) $ 6,721 $ (101) $ 39,36 $ 5,75: $ 47,34¢
Noninterest income (loss) $ 5975( $ 2670( $ 27,056 $ ©28) $ 52,78:
QlonIEreSYexpen=e $ 239,28¢ $ 230,88t $ 162,91 $ 155,75 $ 137,14
Net income $ 81,57+ $ 60,01¢ $ 46,14: $ 48,03 $ 30,78
Net income applicable to common shareholders $ 81,47¢ $ 59,08 $ 46,14 $ 48,03; $ 25,83
Per Common Share
Eamings (Basic) $ 15 8 128 116§ 1228 0.72
Earnings (Diluted) $ 152§ 121§ 116 $ 121§ 0.7z
Book Value $ 213 $ 205 $ 1928 $ 192: $ 17.9i
Averages
Total assets $  7,468,09 $ 655851 $ 482628 $  4,509,01 $ 424859
Interest-earning assets $ 656104 $ 575454  $ 424672 $ 387142 $ 358372
Loans $  4,782,36! $  4,140,82 $ 290052 $  2,607,26 $ 2,485,665
Securities, including Federal Home Loan Bank stock $  1,708,57 $  1,474,74 $ 1,011,290 $ 928,89 $ 720,15;
Deposits $ 6187,34 $ 542057 $ 387566 $ 354139 $ 327092
Shareholders’ equity $ 110958  $ 97909 $ 761,18  $ 73072  $ 668,46
Financial Ratios
Net interest margin (tax equivalent) 4.76% 5.16% 5.71% 6.21% 4.7¢%
Return on average assets 1.09% 0.92% 0.96% 1.0%% 0.72%
Return on average common equity 7.36% 6.12% 6.06% 6.57% 4.15%
Average equity to average assets 14.86% 14.99% 15.71% 16.21% 15.7%
At Year End
Total assets $ 857884 $ 7,161,58 $  4,906,33 $ 478594 $  4,256,36
Loans (2) $ 544537 $ 4517,29 $ 294710 $ 288524 $ 243887
Allowance for loan and lease losses (2) $ 69,56¢ $ 72 45: $ 82,30( $ 57,98t $ 67,04¢
Securities, including Federal Home Loan Bank stock $ 213162 $  1,696,64 $  1,023,48 $  1,050,32! $ 781,77
Deposits $ 692472 $ 595947 $  4,042,08 $ 381552 $ 332726
Core deposits $ 6,619,94 $ 569635 $ 3380236 $ 351043 $ 299848
SRR Gy 1,228,17! 1,053,24: 764,00¢ 759,33t 706,87t
Nonperforming Assets
oizsenel e 31,35: 34,01t 37,39 53,48 89,16
Other real estate owned and other personal propanted (2) 22,20t 36,03: 27,46¢ 60,03( 45,43:
Total nonperforming assets (2) $ 53,57: $ 70,05: $ 64,85¢ $ 113,51 $ 134,59°
Nonperforming loans to year end loans 0.58% 0.75% 1.27% 1.85% 3.66%
Nonperforming assets to year end assets 0.62% 0.95% 1.329% 2.31% 3.16%
Allowance for loan and lease losses to year enasloa 1.26% 1.6(% 2.7¢0% 2.01% 2. 750
Net loan charge-offs (2) $ 9,61  $ o748  $ 1505  $ 148l § 3377t
Other nonfinancial data
Full-time equivalent employees 1,84¢ 1,698 1,19¢ 1,25¢ 1,09:
Banking branches 154 142 9g 102 84

(1) These unaudited schedules provide selectaddial information concerning the Company that sthbe read in conjunction with “ltem 7. Managemeridiscussion and
Analysis of Financial Condition and Results of Ggiems” of this report.

(2) Adjusted to conform to current period presentatiime adjustments were limited to including histalli¢ disclosed “covered” amounts into the respectiws as these
amounts are no longer disclosed separately indhsatidated balance sheets or consolidated statsrmfimcome.
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Consolidated Five-Year Financial Data (1)

Interest Income:

Loans

Taxable securities

Tax-exempt securities

Federal funds sold and deposits with banks
Total interest income

Interest Expense:

Deposits

Federal Home Loan Bank advances

Prepayment charge on Federal Home Loan Bank
advances

Long-term obligations
Other borrowings
Total interest expense
Net Interest Income
Provision (recapture) for loan and lease losses (2)
Net interest income after provision
Noninterest income (loss)
Noninterest expense
Income before income taxes
Provision for income taxes
Net Income (Loss)
Less: Dividends on preferred stock

Net Income (Loss) Applicable to Common
Shareholders

Per Common Share
Earnings (loss) basic
Earnings (loss) diluted

Average number of common shares outstanding (ba
Average number of common shares outstanding (i)

Total assets at year end
Long-term obligations
Cash dividends declared per common share

Years ended December 31,

2014 2013 (2) 2012 (2) 2011 (2) 2010 (2)
(in thousands, except per share amounts)

$ 268,27 $ 266,28 $ 219,43 $ 218,42 $ 157,29
28,75¢ 20,45¢ 18,27¢ 21,87( 18,27¢
10,83( 9,837 9,941 10,14 9,34¢
17¢ 35¢ 854 83¢ 96:
308,04 296,93! 248,50: 251,27: 185,87!
3,00t 3,962 5,88i 10,47¢ 16,73:
39¢ (409 2,60¢ 2,98( 2,841
— 1,54¢ 602 — —
— — — 57¢ 1,02¢
59: 734 47¢ 49¢ 48¢
3,99 5,84( 9,571 14,53t 21,09:
304,04 291,09! 238,92 236,73t 164,78
6,72 (101) 39,367 5,752 47,34¢
297,32: 291,19t 199,56( 230,98« 117,44.
59,75( 26,70( 27,05¢ (9,289 52,78:
239,28t 230,88t 162,91: 155,75¢ 137,14
117,78! 87,01( 63,70¢ 65,94: 33,07
36,21: 26,99- 17,56: 17,90t 2,291
$ 81,574 $ 60,01¢ $ 46,14: $ 48,031 $ 30,78¢
96 32 — — 4,94
$ 81,47¢ $ 59,98 $ 46,14 $ 48,03] $ 25,831
$ 1.5¢ $ 1.24 $ 1.1€ $ 1.22 $ 0.7<
$ 1.52 $ 1.21 $ 1.1€ $ 1.21 $ 0.7z
52,61¢ 47,99: 39,26( 39,10¢ 35,20¢
53,18: 49,05: 39,26: 39,18( 35,39:
$ 8,578,84 $ 7,161,58: $ 4,906,33! $ 4,785,94! $ 4,256,36.
$ — 3 — 3 — 3 — $ 2573t
$ 0.94 $ 0.41 $ 0.9¢ $ 0.27 $ 0.04

(1) These unaudited schedules provide selectaddial information concerning the Company that $lhbe read in conjunction with “item 7. Managemsnt’
Discussion and Analysis of Financial Condition &webults of Operation” of this report.
(2) Adjusted to conform to current period prestata The adjustment was limited to including higtally disclosed “covered” amounts into the regpec
row as these amounts are no longer disclosed defyairathe consolidated statements of income.
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Selected Quarterly Financial Data (1)

The following table presents selected unauditedalisiated quarterly financial data for each quanfe2014 and 2013 . The information
contained in this table reflects all adjustmentsicl, in the opinion of management, are necessarg fair presentation of the results of the
interim periods.

First Second Third Fourth Year Ended
Quarter Quarter Quarter Quarter December 31,
(in thousands, except per share amounts)
2014
Total interest income $ 74,92¢ $ 76,08 $ 77,13: $ 79,89° $ 308,04
Total interest expense 98t 962 91z 1,13¢ 3,994
Net interest income 73,94( 75,12« 76,22( 78,76¢ 304,04¢
Provision for loan and lease losses 1,92 2,117 98( 1,70¢ 6,721
Noninterest income 14,00¢ 14,627 15,93( 15,18¢ 59,75(
Noninterest expense 57,38¢ 57,76« 59,98: 64,15« 239,28¢
Income before income taxes 28,64( 29,87( 31,18¢ 28,08 117,78t
Provision for income taxes 8,79¢ 8,64: 9,60¢ 9,167 36,21:
Net income $ 19,84« $ 21,22: $ 21,58: $ 18,92( $ 81,57«
Per Common Share (2)
Earnings (basic) $ 03¢ % 04C % 041 % 03¢ % 1.52
Earnings (diluted) $ 0.37 $ 0.4C $ 0.41 $ 0.34 $ 1.52
2013
Total interest income $ 54,76.  $ 82,26¢ $ 81,59¢ $ 78,307 $ 296,93
Total interest expense 1,27¢ 2,27¢ 1,18¢ 1,09¢ 5,84(
Net interest income 53,48: 79,98¢ 80,41¢ 77,20¢ 291,09!
Provision (recapture) for loan and lease losses (3) (20) 28¢ 3,31: (3,682 (107
Noninterest income 1,65¢ 6,80¢ 7,62 10,61: 26,70(
Noninterest expense 38,04¢ 64,50« 64,71« 63,61¢ 230,88t
Income before income taxes 17,11 22,00t 20,01( 27,88« 87,01(
Provision for income taxes 4,93k 7,41¢ 6,73¢ 7,911 26,99«
Net income $ 12,17¢ $ 14,59: $ 13,27¢ $ 19,97 $ 60,01¢
Per Common Share (2)
Earnings (basic) $ 031 % 02¢ % 026 % 03¢ % 1.2¢
Earnings (diluted) $ 0.31 $ 0.2¢ $ 0.2t $ 0.3¢ $ 1.21

(1) These unaudited schedules provide selectaddial information concerning the Company that $dhbe read in conjunction with “item 7. Managemsnt’
Discussion and Analysis of Financial Condition &wekults of Operation” of this report.

(2) Due to averaging of shares, quarterly earningsipare may not add up to the totals reported fofuthgear

(3) Adjusted to conform to current period prestata The adjustment was limited to including higtally disclosed “covered” amounts into the redjwec
row as these amounts are no longer disclosed defyairathe consolidated statements of income.
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ITEM 7. MANAGEMENT’ S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATION

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

Critical Accounting Policies

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

Allowance for Loan and Lease Losses

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

Business Combinations

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

Purchased Credit I mpaired Loans

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

FDIC Loss-sharing Asset

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

Valuation and Recoverability of Goodwill

Goodwill represented $382.5 million of our $8.58it in total assets as of December 31, 2014 . Cbmpany has one, single reporting
unit. We review goodwill for impairment annuallyyrihg the third quarter, and also test for impainiiigetween annual tests if an event occurs
or circumstances change that would more likely thatnreduce the fair value of our reporting uniioleits carrying amount. Such events and
circumstances may include among others: a signifiadverse change in legal factors or in the gémbeisEiness climate; significant decline in
our stock price and market capitalization; unaptitéd competition; the testing for recoverabilifyasignificant asset group within the
reporting unit; and an adverse action or assesshyeatregulator. Any adverse change in these factould have a significant impact on the
recoverability of goodwill and could have a matkiriapact on our consolidated financial statements.

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

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

Based on the results of the annual goodwill impairtriest, we determined that no goodwill impairnehdrges were required as our
single reporting unit’s fair value exceeded itsrgimig amount. As of December 31, 2014 we determthece were no events or circumstances
which would more likely than not reduce the faitueaof our reporting unit below its carrying amount

Even though we determined that there was no gobhaplairment during 2014 , additional adverse clemnig the operating environment
for the financial services industry may result ifuure impairment charge.

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

Reclassifications

Certain amounts in the 2013 financial statementg li@en reclassified to conform to the current’ggaresentation. These
reclassifications had no effect on total stockhdtdequity, net income or cash flows as previousiyorted.
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2014 Financial Summary

Consolidated net income for 2014 was $81.6 arillior $1.52 per diluted common share, compardd avhet income of $60.0
million , or $1.21 per diluted common share, in 201

Net interest income f2014 increased 4% to $304.0 million compared tal&P@nillion for 2013 . Interest income was $308.illian

in 2014 , compared to $296.9 million in 2013 . Tinerease was primarily due to higher loan and sgesibalances, partially offset by
lower earning rates. Interest expense decreas8dillion , primarily due to the prepayment chaogeFederal Home Loan Bank
advances recorded in 2013 .

Provision expense on loans was $6.7 millionG&4£, compared to provision recapture of $0.1 omillin 2013 . The loan provision for
the current year was driven by growth in the loartfplio and net charge-offs.

Noninterest income we$59.8 million for 2014 , an increase from $26.7lioil for 2013 . The increase was due to lower egpen
recorded in 2014 for the FDIC loss-sharing assetedkas an increase of $7.2 million in servicergea and other fees compared to
2013.

Noninterest expense increas$8.4 million , or 4% to $239.3 million for 2014 dteadditional ongoing noninterest expense regyltin
from the Intermountain acquisition during 2014 éimel West Coast acquisition on April 1, 2013.

Total assets at December 31, 2014 were $8.58rbjlup 20% from $7.16 billion at the end of 201due to a combination of organic
growth and the acquisition of Intermountain.

Investment securities available for sale at Ddwer 31, 2014 were $2.10 billion , up 26% from $1bllion at December 31, 2013,
primarily due to the acquisition of Intermountain.

Loans were $5.45 billion , up 21% from $4.52ibil at the end of 2013 . The increase from DecerBlie2013 was due to a
combination of organic loan growth as well as tbguasition of Intermountain, which added $502.6limil in loans.

The allowance for loan and lease losses deatesiggntly to $69.6 million at December 31, 2014nmared to $72.5 million at
December 31, 2013 due to improved loan quality targer loan portfolio. The Company’s allowancerdesed to 1.28% of total
loans, compared with 1.60% at the end of 2013 .

Nonperforming assets total$53.6 million at December 31, 2014 , down from $7@illion at December 31, 2013 . The decrease in
nonperforming assets was primarily due to a $13l8mdecrease in Other Real Estate Owned (“ORE@) Other Personal Property
Owned (“OPPQ”) balances. Nonperforming assets & gad assets decreased to 0.62% at DecemberBlLc@thpared to 1.02% at
December 31, 2013 .

Deposits totaled $6.92 billion at December 3112compared to $5.96 billion at December 31, 2003 increase was due to a
combination of organic growth as well as the adtjars of Intermountain, which added $736.8 milliindeposits. Core deposits
totaled $6.62 billion at December 31, 2014 , coragdo $5.70 billion at December 31, 2Q1Gore deposits held steady at 96% of 1
deposits at December 31, 2014 and 2013 .

The Company is well capitalized with a totakrlzased capital ratio of 14.13% at December 3142@inpared to 14.68% at
December 31, 2013 . The decrease in the totabasled capital ratio was due to the deployment pitalsfor the acquisition of
Intermountain.
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Business Combinations

On November 1, 2014, the Company completed itsisitigun of Intermountain. The Company acquired apgnately $964.4 million in
assets, including $502.6 million in loans measwatei@ir value and $736.8 million in deposits. Sered\2 to the Consolidated Financial
Statements in “Item 8. Financial Statements angBuapentary Data” of this report for further infortiwa regarding this acquisition.

On April 1, 2013, the Company completed its acdjoisiof West Coast. The Company acquired approx@ipa2.63 billion in assets,
including $1.41 billion in loans measured at fatue and $1.88 billion in deposits. See Note hé&CGonsolidated Financial Statements in
“Iltem 8. Financial Statements” of this report farther information regarding this acquisition.

On August 5, 2011, the Bank acquired certain assetsassumed certain liabilities of the Bank of imMain from the FDIC in an FDIC-
assisted transaction. The Bank and the FDIC entated modified whole bank purchase and assumpigzaement without loss share. The
bank acquired $437.5 million in assets, includi2@C0 million in loans measured at fair value, &461.1 million in deposits located in nine
branches in eastern Washington. The Bank partiipat a competitive bid process in which the acegtid included no deposit premium on
non-brokered deposits and a negative bid of $3@Imon net assets acquired.

On May 27, 2011, the Bank acquired certain assetsaasumed certain liabilities of First HeritagenB&rom the FDIC in an FDIC-
assisted transaction. The Bank acquired $165.0@milh assets and $159.5 million in deposits lodatefive branches in the King and
Snohomish counties of Washington. First Heritagelk&aloans and other real estate assets acquir88%¥ million are subject to a loss-
sharing agreement with the FDIC. The Bank partteigan a competitive bid process in which the ategpid included a 0.75% deposit
premium on non-brokered deposits and a negativeft$10.5 million on net assets acquired.

On May 20, 2011, the Bank acquired certain assetsaasumed certain liabilities of Summit Bank fridra FDIC in an FDIC-assisted
transaction. The Bank acquired $131.1 million iseds and $123.3 million in deposits located inghyeanches in the northern Puget Sound
region of Washington. Summit Bank’s loans and otkal estate assets acquired of $71.9 million abgest to a loss-sharing agreement with
the FDIC. The Bank participated in a competitivé piocess in which the accepted bid included a%.@6posit premium on non-brokered
deposits and a negative bid of $9.5 million onasstets acquired.
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RESULTS OF OPERATIONS
Summary
A summary of the Company’s results of operatiomsefich of the last five years ended December 3dwst

Increase Increase
Year ended (Decrease) Year ended (Decrease) Years ended December 31,
2014 Amount % 2013 (1) Amount % 2012 (1) 2011 (1) 2010 (1)
(dollars in thousands, except per share amounts)
Interest income $ 308,04: $ 11,107 4 $ 296,93! $ 48,43 19 $ 248,50: $ 251,27: $ 185,87!
Interest expense 3,99/ (1,84¢) (32) 5,84( (3,73) (39) 9,57i 14,53t 21,09:
Net interest income 304,04¢ 12,95: 4 291,09! 52,16¢ 22 238,92 236,73t 164,78

Provision (recapture)
for loan and lease

losses (1) 6,727 6,82¢ (6,760 (2017) (39,469 (200 39,36 5,752 47,34¢
Noninterest income
(loss) 59,75( 33,05( 124 26,70( (35¢) (D) 27,05¢ (9,287 52,78
Noninterest expense:
Compensation
and employee
benefits 130,86« 5,432 4 125,43. 39,99¢ 47 85,43« 81,55 69,78(
Other expense 108,42. 2,96¢ 3 105,45 27,97¢ 36 77,47¢ 74,207 67,36°
Total 239,28t 8,40( 4 230,88t 67,97! 42 162,91: 155,75¢ 137,14
Income before income
taxes 117,78! 30,77¢ 35 87,01( 23,30t 37 63,70t 65,94 33,07t
Provision for income
taxes 36,21 9,217 34 26,99 9,43: 54 17,56: 17,90t 2,291
Net income $ 81,57 $ 21,55¢ 36 $ 60,01¢ $ 13,87¢ 30 $  46,14: $ 48,03] $ 30,78¢
Less:
earnings
allocated
to
participati
securities 937 31¢ 52 61€ 17t 40 44z 45(C 5,191
Earnings
allocated to
common
shareholders $ 80,63 $ 21,23¢ 36 $ 59,39¢ $  13,69¢ 30 $  45,70( $ 47,58 $ 25,59:
Earnings per
common share
diluted $ 1.52 $ 0.31 26 $ 1.21 $ 0.0t 4 $ 1.1¢€ $ 1.21 $ 0.72

(1) Adjusted to conform to current period preseaatatThe adjustment was limited to including higtally disclosed “covered” amounts into the resjpect
row as these amounts are no longer disclosed gelyairathe consolidated statements of income.

Net Interest Income

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

Net Interest Income Summary

2014 2013 (1) 2012 (1)

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

(dollarsin thousands)

ASSETS
Loans, net(1)(2)(3)(5) $4,782,36  $ 270,21 5.65% $4,140,82 $ 266,90: 6.45% $ 2,900,552 $ 220,19t 7.5%%
Taxable securities (4) 1,332,14. 28,75¢ 2.16% 1,155,06! 20,45¢ 1.71% 740,41¢ 18,27¢ 2.47%
Tax exempt securities (5) 376,43: 16,99° 4.52% 319,67¢ 15,26: 4.71% 270,87¢ 15,42 5.65%
Interest-earning deposits with banks 70,10¢ 17¢ 0.2¢% 138,97: 35¢& 0.2¢% 334,91( 854 0.2€%
Total interest-earning assets 6,561,04 316,14( 4.82% 5,754,54. 302,97¢ 5.21% 4,246,72 254,75: 6.0(%
Other earning assets 132,41 111,22¢ 76,320
Noninterest-earning assets 774,62 692,74t 503,23:
Total assets $ 7,468,09 $ 6,558,51 $ 4,826,28
LIABILITIES AND SHAREHOLDERS' EQUITY
Certificates of deposit $ 48548 $ 1,25¢ 0.2€% $ 53565( $ 1,99¢ 031% $ 543,34¢ $ 3,257 0.6(%
Savings accounts 543,30: 6C 0.01% 445,66t 94 0.02% 298,22: 77 0.05%
Interest-bearing demand 1,204,58 47¢ 0.02% 1,048,48 587 0.0€% 790,88° 86¢ 0.11%
Money market accounts 1,668,15! 1,20¢ 0.07% 1,566,53 1,28¢ 0.08% 1,051,17 1,68¢ 0.1€%
Total interest-bearing deposits 3,901,52. 3,00¢ 0.08% 3,596,34: 3,96: 0.11% 2,683,63I 5,881 0.22%
Federal Home Loan Bank advances (6) 44,87¢ 39¢ 0.8¢% 51,03( 1,14¢ 2.24% 100,33° 3,211 3.2%
Other borrowings and interest-bearing
liabilities 39,61° 59: 1.5(% 35,77: 734 2.05% 25,00( 47¢ 1.92%
Total interest-bearing liabilities 3,986,01 3,99« 0.1(% 3,683,14 5,84( 0.1€% 2,808,96' 9,571 0.34%
Noninterest-bearing deposits 2,285,811 1,824,23 1,192,083
Other noninterest-bearing liabilities 86,67¢ 72,03¢ 64,09t
Shareholders’ equity 1,109,58 979,09¢ 761,18¢
Total liabilities & shareholders’ equity $ 7,468,09 $ 6,558,51 $ 4,826,28
Net interest income (tax equivalent) $ 312,14t $ 297,13 $ 245,17:
Net interest spread (tax equivalent) 4.72% 5.11% 5.6€%
Net interest margin (tax equivalent) 4.76% 5.16% 5.7%
Average interest-earning assets to average intbessing liabilities 164.6(% 156.2% 151.18%

(1) Adjusted to conform to current period presgota The adjustment was limited to including higtally disclosed “covered” amounts into the resjwecrow as these amounts
are no longer disclosed separately in the condelidbalance sheets.

(2) Nonaccrual loans were included in the table asda@anrying a zero yield. Amortized net deferrechlé@es and net unearned discounts on certain a&chjoians were includ
in the interest income calculations. The amortoratf net deferred loan fees was $4.5 million i6420$3.3 million in 2013 and $2.1 million in 201Zhe accretion of net
unearned discounts on certain acquired loans wh$ $illion in 2014 , $28.4 million in 2013 , an8.8 million in 2012 .

(3) Incremental accretion on purchased credit ireddoans is also included in loan interest earfiéa® incremental accretion income on purchaseditdrepaired loans was
$20.2 million in 2014 , $29.8 million in 2013 an8553 million in 2012 .

(4) During the twelve months ended December 3142the Company recorded a $2.6 million reversarefmium amortization, which increased interesbine on taxable
securities.

(5) Yields on fully taxable equivalent basis. Tae equivalent yield adjustment to interest earmedbans was $1.9 million , $619 thousand and $f6Gsand for the years
ended December 31, 2014 , 2013, and 2012 , résplgciThe tax equivalent yield adjustment to ietrearned on tax exempt securities was $6.2 mi/l5.4 million and
$5.5 million for the years ended December 31, 202213 , and 2012 , respectively.

(6) Federal Home Loan Bank advances includes pregat charges of $1.5 million and $603 thousar2Dit3 and 2012, respectively. No prepayment chamges recorded on
Federal Home Loan Bank advances during 2014. Asuatrof the 2013 prepayment, the Company recob8&d thousand in premium amortization, which plytiaffset the
impact of the prepayment charge.
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Net interest income is impacted by the volume (gearin volume multiplied by prior rate), interester (changes in rate multiplied by
prior volume) and the mix of interest-earning assetd interest-bearing liabilities. The followirapte shows changes in net interest income ol
a fully taxable-equivalent basis between 2014 @182 as well as between 2013 and 2012 broken datwmeen volume and rate. Changes
attributable to the combined effect of volume amgliest rates have been allocated proportionatelyet changes due to volume and the
changes due to interest rates:

Changes in Net Interest Income

2014 Compared to 2013 2013 Compared to 2012
Increase (Decrease) Due to Increase (Decrease) Due to
Volume Rate Total Volume (1) Rate (1) Total (1)

(in thousands)
Interest Income

Loans, net (1) $ 3851 $ (35209 $ 3307 $ 8365 $ (36,949 $ 46,70
Taxable securities 3,42( 4,87¢ 8,29t 8,31: (6,130 2,18:
Tax-exempt securities 2,59¢ (869) 1,73¢ 2,54; (2,709 (167)
Interest earning deposits with banks (a77) 1 (17¢) (500 1 (499)
Interest income $ 4435, $ (31,19) $ 13,160 $ 94,00¢ $ (45,78) $ 48,22¢
Interest Expense
Deposits:
Certificates of deposit $ a74 % (565 % (739 $ 45 $ (1,219 $ (1,259
Savings accounts 17 (571) (39 33 (16) 17
Interest-bearing demand 79 (18¢) (109 22¢ (510 (282)
Money market accounts 8C (155) (75) 624 (1,025 (401)
Total interest on deposits 2 (959) (957) 84C (2,76%) (1,929
Federal Home Loan Bank advances (1179 (631) (748 (1,289 (783 (2,067
Other borrowings and interest-bearing liabilit 8C (221) (247) 21¢ 36 25E
Interest expense $ 35) $ (181) $ (1,840 $ (225 $ (38519 $ (3,73)

$ 4438 $ (2938) $ 15007 $ 9423 $ (42,269 $ 51,96

(1) Adjusted to conform to current period preseaatatThe adjustment was limited to including higtally disclosed “covered loans” into the respeetiow
for loans, net as covered loans are no longeratisdl separately in the consolidated balance sbestatements of income.

The following table shows the impact to interesime of incremental accretion income as well asdténterest margin and
operating net interest margin for the periods presk

Year ended December  Year Ended December  Year ended December
31,2014 31, 2013 31, 2012

(in thousands)
Incremental accretion income due to:

FDIC purchased credit impaired loans $ 20,22: % 29,81F % 55,30¢

Other FDIC acquired loans 484 2,211 5,87:

Other acquired loans 21,09: 26,20( —
Total incremental accretion income $ 41,80 % 58,22¢ % 61,177
Net interest margin (tax equivalent) 4.7¢% 5.16% 5.71%
Operating net interest margin (tax equivalent) (1) 4.21% 4.32% 4.36%

(1) Operating net interest margin (tax equivalé&ng Non-GAAP financial measure. See Non-GAAP firiahmeasures section of Iltem 7,
Management’s Discussion and Analysis.

36




Table of Contents

Comparison of 2014 with 2013

Taxable-equivalent net interest income totaled $Bidllion in 2014 , compared with $297.1 millioorf2013 . The increase in net
interest income during 2014 resulted from the iaseein the size of the loan portfolio as well agdprates paid on deposits. These increases
were partially offset by lower incremental accratam acquired loans. The incremental accretionrimeoepresents the amount of income
recorded on the acquired loans above the contlaetigastated in the individual loan notes. Theimithl income stems from the discount
established at the time these loan portfolios vaerpiired, and increases net interest income.

The Company’s net interest margin (tax equivaldetireased from 5.16% for the year ended Decemh@(03B to 4.76% for the current
year due to the decreased impact of accretion irammthe loan portfolio. The Compé's operating net interest margin (tax equivalent)
decreased from 4.32% for the year ended Decemh@03B to 4.21% for the current year due to love¢es on loans due to the overall
decreasing trend in rates.

For a discussion of the methodologies used by meamegt in recording interest income on loans, plsase‘Critical Accounting
Policies” section of this discussion and Note thi Consolidated Financial Statements in “ItemiBafkcial Statements and Supplementary
Data” of this report.

Comparison of 2013 with 2012

Taxable-equivalent net interest income totaled $2&illion in 2013 , compared with $245.2 millioorf2012 . The increase in net
interest income during 2013 resulted primarily frira increase in the size of the loan and secsiftigtfolios due to the acquisition of West
Coast as well as lower rates paid on depositsigtigrvffset by lower rates on loans.

The Company’s net interest margin (tax equivaldetireased from 5.77% for the year ended Decemh@Q32 to 5.16% for the year
ended December 31, 2013 due to a decrease inofiedeécurities as well as the decreased impactodiimental accretion income on the loan
portfolio. Although total incremental accretion @mee was comparable to 2012, the impact to thentetast margin was greater for the 2012
period due to the lower average interest-earnisgtador the 2012 period. The operating net intanesgin (tax equivalent) also decreased
from 4.36% in 2011 to 4.32% for 2013 . The decreeas due to the combination of lower rates on lawell as securities due to the overall
decreasing trend in rates.

Provision for Loan and Lease Losses

The Company accounts for the credit risk associaititlending activities through its allowance foan and lease losses and provision
for loan and lease losses. The provision is theesp recognized in the consolidated statementgofrie to adjust the allowance to the levels
deemed appropriate by management, as determiraabtinits application of the Compasyallowance methodology procedures. For discu:
of the methodology used by management in determitiia adequacy of the ALLL see the “Allowance faah and Lease Losses and
Unfunded Commitments and Letters of Credit” anditi€al Accounting Policies” sections of this dissitn.

The Company recorded provision expense of $6.7amilla provision recapture of $101 thousand aprbaision expense of $39.4
million in 2014 , 2013 and 2012 , respectively. Tinevision recorded in 2014 reflects managemenitgoig assessment of the credit quality
of the Company’s loan portfolio, which is impactadvarious economic trends. Additional factors etifeg the provision include credit quality
migration, size and composition of the loan poitf@ind changes in the economic environment duhiegoeriod. See “Allowance for Loan and
Lease Losses and Unfunded Commitments and Lett€@redit” section of this discussion for furthefarmation on factors considered by the
Company in assessing the credit quality of the jpamfolio and establishing the allowance for I@ard lease losses.

For the years ended December 31, 2014 , 2013 &, 2tet loan charge-offs amounted to $9.6 milli$8.7 million , and $15.1 million
respectively.
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Noninterest Income

The following table presents the significant comgrais of noninterest income and the related dolidrercentage change from period tc
period:

Years ended December 31,

$ % $ %
2014 Change Change 2013 Change Change 2012
(dollarsin thousands)

Service charges and other fees $ 55,65 $  7,20¢ 15% $ 48,35 $ 18,35 61% $ 29,99¢
Merchant services fees 7,97¢ (837) (9% 8,81 65€ 8 % 8,15¢
Investment securities gains 552 a0 19 % 462 (3,277) (88)% 3,73:
Bank owned life insurance (BOLI) 3,82 258 7% 3,57( 70¢ 25% 2,861
Other 11,83¢ 1,312 12 % 10,52: 3,74 5E % 6,77¢
Noninterest income before change in FDIC

loss-sharing asset 79,73¢ 8,022 11 % 71,71 20,19: 3¢ % 51,52t
Change in FDIC loss-sharing asset (29,989 25,02¢ (56)%  (45,01)) (20,55() 84% (24,46
Total noninterest income $ 59,75C $ 33,05( 124% $ 26,700 $ (35§ ()% $ 27,05¢

Comparison of 2014 with 2013

The $8.0 million increase in noninterest incomeobethe change in FDIC loss-sharing asset fronptioe year was primarily due to the
increase of $7.2 million in service charges an@&othes as well as an increase of $1.3 milliontireononinterest income. The increase in
service charges and other fees as well as othénteoast income was due to the increased custoass foom organic growth as well as the
Intermountain and West Coast acquisitions. In &oldito these increases, there was a decrease @h#inge relating to the change in FDIC loss
sharing asset from a charge of $45.0 million in2fia charge of $20.0 million in 2014 .

The change in the FDIC loss-sharing asset recogtiedecreased amount that Columbia expects lectéiiom the FDIC under the
terms of its loss-sharing agreements. The Compamgasures contractual and expected cash flowsroigged credit impaired loans on a
quarterly basis. When the quarterly remeasurensmoits in an increase in expected future cash filesto a decrease in expected credit Ic
the nonaccretable difference decreases and thetable yield of the related loan pool is increaaed recognized as interest income over the
life of the loan portfolio. As a result of the ingwed expected cash flows, the FDIC loss-sharingtasseduced first by the amount of any
impairment previously recorded and, second, byeiased amortization over the remaining life of thesisharing agreements. For additional
information on the FDIC loss-sharing asset, pleggethe “Loss-sharing Asset” section of Managemditscussiorand Analysis and Note 8
the Consolidated Financial Statements in “ltemiBafcial Statements and Supplementary Data” ofrdpsrt.

Comparison of 2013 with 2012

Noninterest income before the change in FDIC Idssing asset for the year ended December 31, 2@$3b&1.7 million , an increase of
$20.2 million from 2012 . The increase in noningtiacome before the change in FDIC Isssring asset from the prior year was primarily
to the $18.4 million increase in service chargesather fees as well as an increase of $3.7 milhasther noninterest income. The increase in
service charges and other fees as well as othénteoast income was due to the increased custoass foom the West Coast acquisition.
These increases were partially offset by a decneaiseestment securities gains primarily due te $3.0 million impairment charge recorded
during 2011 on a single municipal obligation forigthwe received full repayment during 2012, resgltin a gain of approximately $3.0
million. These increases were offset by an incréaslee charge to the change in FDIC loss-shargsgifrom $24.5 million in 2012 to $45.0
million in 2013 .

For additional information on the FDIC loss-sharasget, please see the “Loss-sharing Asset” seatibtanagement’s Discussion and
Analysis and Note 8 to the Consolidated Finandiate®nents in “Item 8. Financial Statements and fupentary Data” of this report.
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Other Noninterest Income: The following table presents selected items of éotlioninterest income” and the related dollar and
percentage change from period to period:

Years ended December 31,

$ % $ %
2014 Change Change 2013 Change Change 2012
(dollarsin thousands)
Mortgage banking $ 1565 $ (229 1% $ 1,78 $ 562 46% $ 1,22¢
Small Business Administration premiums 1,821 721 6€ % 1,10¢ 49: 81% 607
Letter of credit fees 46F 26 6 % 43¢ 47 12 % 392
Currency exchange income 48( 104 28% 37¢ 12 3% 364
Miscellaneous fees on loans 2,47¢ (244) (9% 2,71¢ 1,33¢ 97 % 1,38(
Interest rate swap income 96¢ 50¢ 111% 45¢ (63 (12)% 522
Credit card fees 1,46¢ 17¢ 14% 1,28 962 29€ % 32t
Miscellaneous 2,591 245 1C% 2,35¢ 391 2C% 1,96:
Total other noninterest income $1183 § 131 12% $1052; § 3,74 569 $ 6,77¢

Comparison of 2014 with 2013

The increase in other noninterest income was dircteases in several components of noninterestrecincluding Small Business
Administration premiums, interest rate swap incame credit card fees. The increase in Small BusiA@sninistration premiums was due to
an increase in volume of Small Business Adminigiralpans coupled with favorable secondary markietnm experienced during 2014.

Comparison of 2013 with 2012

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

Noninterest Expense

Noninterest expense was $239.3 million in 2014 inarease of $8.4 million , or 4% , over 2013 . hderest expense increased $68.0
million , or 42% , in 2013 over 2012 .
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The following table presents the significant com@uais of noninterest expense and the related dolidipercentage change from period
to period:

Years ended December 31,

$ % $ %
2014 Change Change 2013 (1) Change Change 2012 (1)
(dollarsin thousands)
Compensation and employee benefits $ 130,86: $ 5,43 4% $ 125,43. $ 39,99¢ 47% $ 85,43«
All other noninterest expense:

Occupancy 32,30( (759 (2% 33,05¢ 13,02! 65 % 20,03:
Merchant processing 4,00¢ 45E 13 % 3,551 (672) (2)% 3,612
Advertising and promotion 3,96¢ (12€) 3% 4,09( 44C 12 % 3,65(
Data processing 15,36¢ 1,29 9% 14,07¢ 4,36: 45% 9,71¢
Legal and professional services 11,38¢ (949) (8)% 12,33¢ 3,42: 38% 8,91¢
Taxes, license and fees 4,55 (481) (10)% 5,03: 297 6 % 4,73¢€
Regulatory premiums 4,54¢ (157) 3% 4,70¢ 1,32 39% 3,38¢

Net benefit of operation of other real estate
owned (1) (1,045 6,35¢ (86)% (7,407 (5,439 27€% (1,969
Amortization of intangibles 6,29z 24¢ 4% 6,04 1,60( 36 % 4,44¢
Other (1) 27,04t (2,917 (10)% 29,96: 9,001 43 % 20,96:
Total all other noninterest expense 108,42. 2,96¢ 3% 105,45 27,97¢ 36 % 77,47¢
Total noninterest expense $ 239,28t $ 8,40( 4% $ 230,88t $ 67,97 42% $ 162,91

(1) Reclassified to conform to the current periqafesentation. The reclassification was limitedambining the rows for covered and noncovered aidr
estate owned into one row for net benefit of openadf other real estate owned as well as remotliegseparate line item for FDIC clawback liabiktypense
within noninterest expense and including the ppieriod activity in the line item for other noningst expense.

The following table shows the impact of the acdigsirelated expenses for the periods indicatetiéosarious components of
noninterest expense:

Years ended December 31,
2014 2013 2012

(in thousands)

Noninterest Expense

Compensation and employee benefits $ 2,87¢ % 8,44( % —
Occupancy 74C 4,68¢ —
Advertising and promotion 464 871 2
Data processing and communications 684 767 —
Legal and professional fees 2,49 4,76¢ 1,76(
Other 2,17: 5,95¢ 18

Total impact of acquisition-related costs to noaiast expense $ 943. % 25,48t % 1,78(

Comparison of 2014 with 2013

Compensation and employee benefits expense incrédsdo $130.9 million in 2014 from $125.4 milliam2013 primarily due to the
added personnel costs associated with the Intertamuand West Coast acquisitions. The remainingnterest expense categories increased
$3.0 million , or 3%, between 2013 and 2014 . Ttaedase was primarily due to lower benefit on OR&EBIch was a benefit of $7.4 million in
2013, but only $1.0 million in 2014. Acquisitionlated expenses were $9.4 million in 2014 compaoekP6.5 million in 2013.

Comparison of 2013 with 2012

Compensation and employee benefits expense incr¢a$4.25.4 million , or 47% , in 2013 from $85.4lion in 2012 primarily due to
the added personnel costs associated with the @éestt acquisition. The remaining noninterest expeasegories increased $28.0 million, or
36%, between 2012 and 2013 . The increase was filsirdae to $25.5 million in acquisition-relatedpenses related to the acquisition of Wes
Coast, for which there were only $1.8 million in@d during 2012, as well as additional ongoing ntarest expense related to the acquisition
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Other Noninterest Expense: The following table presents selected items dfiéothoninterest expense” and the related dollar and
percentage change from period to period:

Years ended December 31,

$ % $ %
2014 Change Change 2013 (1) Change Change 2012 (1)
(dollarsin thousands)
Investments in affordable housing projects exp: $ — $ (739 (100% $ 73¢  $ 13C 21% $ 60¢
Software support & maintenance 2,17¢ (782) (26)% 2,96( 1,38¢ 88 % 1,57¢
Federal Reserve Bank processing fees 503 28¢ 135 % 214 ) (1)% 21€
Supplies 1,47: (95) (6)% 1,56¢ 43€ 39% 1,132
Postage 2,93¢ (527) (15)% 3,46: 1,37t 66 % 2,08¢
Sponsorships & charitable contributions 1,961 79¢ 6S % 1,162 382 49 % 78C
Travel 2,11¢ 15E 8% 1,96( 592 43 % 1,36¢
Investor relations 242 (216 47% 45¢ 281 15€ % 17¢
Insurance 1,62: a7¢) (210)% 1,801 771 75 % 1,03(
Director expenses 711 77 12% 634 83 15% 551
Employee expenses 1,04¢ (©)] — % 1,04¢ 31C 42 % 73¢
ATM Network 1,04 (969) (48)% 2,00t 874 77 % 1,131
FDIC clawback expense (recovery) (1) 29t 17 6 % 27¢ 33z (615)% (59)
Miscellaneous 10,91¢ (75)) (6)% 11,67( 2,051 21% 9,61¢
Total other noninterest expense (1) $ 27,048 § (2,91) (10% $ 29,96: § 9,00 43% $ 20,96

(1) Reclassified to conform to the current periqafesentation. The reclassification was limiteddoding a separate line item for FDIC clawback ligbi
expense to the table above as it is now a compaferher noninterest expense.

Comparison of 2014 with 2013

Other noninterest expense decreased $2.9 milliertalacquisition-related costs of $2.2 million net=wl to other noninterest expense
during 2014 compared to $6.0 million in 2013 arel thclassification of investments in affordable $ing projects expense to provision for
income taxes related to the Company’s adoption®f)2014-01Accounting for Investments in Qualified Affordableusing Projectsluring
2014. For additional information, see Note 1 to@uansolidated Financial Statements in “Item 8. Raial Statements and Supplementary
Data” of this report.

Comparison of 2013 with 2012

Other noninterest expense increased $9.0 millianaoily due to acquisition-related costs of $6.0liom recorded to other noninterest
expense during 2013 compared to only $18 thousag012.

Income Tax

For the years ended December 31, 2014 , 2013 &l\26 recorded income tax provisions of $36.2 onillj $27.0 million and $17.6
million , respectively. The effective tax rate vaio in 2014 , 31% in 2013 and 28% in 2012 . Foitadthl information, see Note 23 to the
Consolidated Financial Statements in “Item 8. Fai@riStatements and Supplementary Data” of thisntep

Our effective tax rate increased during 2013 prilpaue to the acquisition of West Coast. The migjasf West Coast’s operations were
located in the State of Oregon which has a statenie tax. As a result, a larger portion of our meowas subject to state income taxes. In
addition, certain acquisition-related costs relatedoth the West Coast acquisition as well agé¢lent Intermountain acquisition were not tax
deductible which also increased our effective &tr.rHowever, our effective tax rate continuesdddss than our federal statutory rate of 35%
primarily due to the amount of tax-exempt municipaturities held in the investment portfolio andéaempt earnings on bank owned life
insurance.
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Financial Condition

Our total assets increased 20% to $8.58 billiodbestember 31, 2014 from $7.16 billion at December281.3, due to organic growth ai
the acquisition of Intermountain. Our available $ate securities portfolio increased $434.1 millawr26% , due primarily to the acquisition of
Intermountain. The net loan portfolio increased %03nillion to $5.38 billion , due a combinationafyanic loan growth and the acquisition of
Intermountain, which added $502.6 million in loafike FDIC loss-sharing asset decreased $24.7 miic2% to $15.2 million at December
31, 2014 . The decrease in the FDIC loss-sharisgtagas primarily due to $21.3 million in amortipatand $2.5 milliorin cash received froi
the FDIC. Premises and equipment, net increased $iiflion or 11% , as our number of branches iase#l due to the acquisition of
Intermountain. Deposit balances increased $965libmto $6.92 billion , due to a combination ofganic growth and the acquisition of
Intermountain, which added $736.8 million in dep@dFHLB advances increased $180.0 million to $2haillion due to shorterm cash neec
related to loan originations and securities purehaSecurities sold under agreements to repuréhasased $80.1 million to $105.1 million
due to the acquisition of Intermountain. Total gtelders’ equity increased $174.9 million to $1b#Bon primarily due to the shares issued
related to the acquisition of Intermountain as vaslhet income for the year less dividends paid.

Investment Portfolio

We invest in securities to generate revenues Cibmpany, to manage liquidity while minimizingardst rate risk and to provide
collateral for certain public deposits and shortrtdorrowings. The amortized cost amounts repreben€ompany’s original cost for the
investments, adjusted for accumulated amortizaiiasccretion of any yield adjustments related dbcurity. The estimated fair values are
amounts we believe the securities could be sold$af the dates indicated. At December 31, 20&dsgunrealized losses in our securities
portfolio were $14.3 million related to 258 separavailable for sale securities. Based on pastreeqgee with these types of securities and our
own financial performance, we do not currently mte¢o sell any impaired securities nor does avkalelidence suggest it is more likely than
not that management will be required to sell angdired securities before the recovery of the amedticost basis. We review these
investments for other-than-temporary impairmenanrongoing basis.

In addition to the securities acquired throughabeuisition of Intermountain of $299.5 million ,rchg 2014 there were securities
purchases of $363.7 million, while maturities, napants and sales totaled $243.4 million. During20there were purchases of $458.0
million and securities acquired through the acdjoisiof West Coast of $730.8 million , while matie$, repayments and sales totaled $460.9
million.

At December 31, 2014 , U.S. government agency andrgment-sponsored enterprise mortgage-backedites(‘MBS”) and
collateralized mortgage obligations (“CMQO”) commis55% of our investment portfolio, state and mipaicsecurities were 24%, government
agency and government-sponsored enterprise sesunittre 20%, and government securities were 1%eflire investment portfolio is
categorized as available for sale and carried omalance sheet at fair value. The average durafiour investment portfolio was
approximately 3 years and 10 months at Decembe2@®1Y4 . This duration takes into account calls, nefappropriate, and consensus
prepayment speeds.

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

December 31, 2014

Amortized Fair
Cost Value Yield

(daollarsin thousands)

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

Due through 1 year $ 1,047 % 1,052 1.31%
Over 1 through 5 years 47,23¢ 47,73¢ 1.8(%
Over 5 through 10 years 236,15¢ 236,76 1.6€%
Over 10 years 875,93 876,83: 1.3€%
Total $ 1,160,37¢ $ 1,162,38 1.4%%
State and municipal securities (2)
Due through 1 year $ 15,42¢  $ 15,57¢ 4.92%
Over 1 through 5 years 81,89: 83,55 3.2€%
Over 5 through 10 years 160,32¢ 163,34: 3.65%
Over 10 years 225,93: 234,00¢ 4.7¢%
Total $ 48357t $ 496,48 4.15%
U.S. government agency and government-sponsored entrise securities (1)
Due through 1 year $ 1528  $ 1,52¢ 0.41%
Over 1 through 5 years 277,36 275,11: 1.0€%
Over 5 through 10 years 138,02 137,06¢ 1.97%
Total $ 416,91¢ $  413,70¢ 1.37%
U.S. government securities (1)
Due through 1 year $ 1,05 $ 1,05( 0.2(%
Over 1 through 5 years 19,86( 19,44¢ 1.15%
Total $ 20,91C % 20,49¢ 1.1(%

(1) The maturities reported for mortgage-backexnlisges, collateralized mortgage obligations, gowmeent agency, government-sponsored
enterprise, and government securities are basedmractual maturities and principal amortization.
(2) Yields on fully taxable equivalent ba:

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

FHLB Stock

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

FHLB stock is carried at cost and is subject t@vecability testing per the Financial Services pB&tory and Lending topic of the
FASB ASC. The FHLB is currently classified as adsely capitalized by the Federal Housing Financeny (“Finance Agency”).
Accordingly, as of December 31, 2014 we did nobggize an impairment charge related to our FHLBlstwldings. We will continue to
monitor the financial condition of the FHLB aséfates to, among other things, the recoverabifityus investment.
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Loan Portfolio

The Bank is a full service commercial bank, whiclginates a wide variety of loans, and focusegeitsling efforts on originating
commercial business and commercial real estatesId@dre following table sets forth our loan portatiy type of loan for the dates indicated:

December 31,

% of % of % of % of % of
2014 Total 2013(1)  Total 2012 (1)  Total 2011 (1)  Total 2010(1)  Total
(dollarsin thousands)

Commercial business $2,119,56! 38.% $1561,78 34.6% $1,155,15 39.2% $1,031,72 35.6% $ 795,36¢ 32.6%
Real estate:
One-to-four family residential 175,57: 32% 108,31 2.4% 43,92 15% 64,49: 2.2% 49,38 2.0%
Commercial and multifamily residential 5 363 54 43E%  2,080,07 46.(%  1,061,20 36.% 998,16 346% 794,32 32.6%
Total real estate 2,539,11 46.1%  2,188,39 48..%  1,105,12 37.6%  1,062,65 36.6% 843,71 34.6%
Real estate construction:
One-to-four family residential 116,86t 21% 54,15t 12% 50,60: 17% 50,20¢ 17% 67,96 2.8%
Commercial and multifamily residential 134,44 2E% 126,39 2.6% 65,10 2.2% 36,76t 1.2% 30,18 12%
Total real estate construction 251,30¢ 4€% 180,54 4C% 11570 35% 86,97t 30% 98,14¢ 4C%
Consumer 364,18 6.7% 357,01 76% 157,49 54% 183,23 6.4% 182,01 7E%
Purchased credit impaired (1) $ 230,58 42% $ 297,84 6.6% $ 421,39 14:% $ 536,87: 18.€% $ 523,11 21.4%
Subtotal (1) 5,504,75. 101.1%  4,585,57: 1015%  2,954,87: 100.%  2,901,46 100.6% 2,442,360 100.1%
Less: Net unearned income (59,374 (1.% (68,28%) (1.9% (7,767 (0.9% (16,21) (0.6% (3,490 (0.1)%

Loans, net of unearned income (before

Allowance for Loan and Lease Losses)
(1) 5,445,37: 100.(%  4,517,29 100.0%  2,947,10: 100.(%  2,885,24. 100.(%  2,438,87 100.C %

Loans held for sale $  1,11¢ $ 73t $  2,56¢ $  2,14¢ $ 754

(1) Adjusted to conform to current period presgata The adjustment was limited to including puaséd credit impaired loans in the table above esetloans are no longer
disclosed separately in the consolidated balaneetsh

At December 31, 2014 , total loans, gross of ALLerev$5.45 billion compared with $4.52 billion iretprior year, an increase of $928.1
million , or 21% from the previous year. The in@edn the loan portfolio was due to both organanigrowth and the acquisition of
Intermountain, which added $502.6 million in loafistal loans, net of ALLL represented 63% and 6X%otal assets at December 31, 2014
and 2013, respectively.

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

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

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

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

Consumer Loans: Consumer loans include automobile loans, boat aackational vehicle financing, home equity and home
improvement loans and miscellaneous personal loans.
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Foreign Loans: The Company has no material foreign activitieds$antially all of the Compang’loans and unfunded commitments
geographically concentrated in its service aredisizvthe states of Washington, Oregon and Idaho.

Purchased Credit Impaired Loans: Purchased credit impaired loans are comprisedasfd@nd loan commitments acquired in connectic
with the 2011 FDIC-assisted acquisitions of Firstithge Bank and Summit Bank, as well as the 2@CFassisted acquisitions of Columbia
River Bank and American Marine Bank. Purchaseditmegaired loans are generally accounted for uki®€ Topic 310-30l.oans and Debt
Securities Acquired with Deteriorated Credit QUaftASC 310-30").

For additional information on our loan portfoliacluding amounts pledged as collateral on borrosisge Note 5 to the Consolidated
Financial Statements in “Iltem 8. Financial Statetm@md Supplementary Data” of this report.

Maturities and Sensitivities of Loans to Changes ifnterest Rates

The following table presents the maturity distribntof our commercial and real estate construdtian portfolios and the sensitivity of
these loans due after one year to changes in sttexes as of December 31, 2014 :

Maturing
Due Over 1
Through 1 Through 5 Over 5
Year Years Years Total
(in thousands)
Commercial business $ 917,42: % 566,69¢ $ 679,95( $ 2,164,07!
Real estate construction 129,62t 72,91¢ 55,107 257,65:
Total $ 1,047,04 $ 639,61¢ $ 735,05 $ 2,421,72
Fixed rate loans due after 1 year $ 340,28 $ 485,55! $ 825,83t
Variable rate loans due after 1 year 299,33: 249,50: 548,83!
Total $ 639,61¢ $ 735,05 $ 1,374,67.

Risk Elements

The extension of credit in the form of loans oravtbredit substitutes to individuals and businessese of our principal commerce
activities. Our policies, applicable laws, and fagjons require risk analysis as well as ongoindfptio and credit management. We manage
our credit risk through lending limit constraintsedit review, approval policies, and extensiveggaing internal monitoring. We also manage
credit risk through diversification of the loan ffolio by type of loan, type of industry, type abtoower, and by limiting the aggregation of ¢
to a single borrower.

In analyzing our existing portfolio, we review azconsumer and residential loan portfolios by theifgrmance as a pool of loans, since
no single loan is individually significant or juddj®y its risk rating, size or potential risk of $0¢n contrast, the monitoring process for the
commercial business, real estate constructioncaminercial real estate portfolios includes periagdidews of individual loans with risk
ratings assigned to each loan and performance gudge loan by loan basis.

We review these loans to assess the ability oboarowers to service all interest and principaigdtions and, as a result, the risk rating
may be adjusted accordingly. In the event thatdallection of principal and interest is not reasboly assured, the loan is appropriately
downgraded and, if warranted, placed on nonacstaals even though the loan may be current agrioipal and interest payments.
Additionally, we assess whether an impairment lofaa warrants specific reserves or a write-dowthefloan. For additional discussion on our
methodology in managing credit risk within our lgaortfolio see the following “Allowance for Loan dibease Losses and Unfunded
Commitments and Letters of Credit” section and Niote the Consolidated Financial Statements inl8 Financial Statements and
Supplementary Data” of this report.

Loan policies, credit quality criteria, portfoliziglelines and other controls are established utideguidance of our Chief Credit Officer
and approved, as appropriate, by the board of twirecCredit Administration, together with the mgement loan committee, has the
responsibility for administering the credit apprbpeocess. As another part of its control processpuse an internal credit review and
examination function to provide reasonable ass@#mat loans and commitments are made and maidtamerescribed by our credit policies.
This includes a review of documentation when tlal initially extended and subsequent examinatiensure continued performance and
proper risk assessment.
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Nonperforming Loans: The Consolidated Financial Statements are prepareatding to the accrual basis of accounting. Tikides
the recognition of interest income on the loanfptid, unless a loan is placed on nonaccrual stathéch occurs when there are serious doubt
about the collectability of principal or intere§tur policy is generally to discontinue the accrfahterest on all loans past due 90 days or moi
and place them on nonaccrual status. Loans acabfortender ASC 310-30 are generally consideredusitg and performing as the loans
accrete interest income over the estimated livabefoans when cash flows are reasonably estimabtordingly, purchased credit impaired
loans accounted for under ASC 310-30 that are aotntally past due are still considered to be angrand performing loans.

Nonperforming Assets: Nonperforming assets consist of: (i) nonaccruahéoavhich generally are loans placed on a nonatcbasis
when the loan becomes past due 90 days or whea éinerotherwise serious doubts about the colldityabf principal or interest within the
existing terms of the loan, (ii) other real est@aaed; and (iii) other personal property owned@gpplicable. Nonperforming assets totaled $53.
million , or 0.62% of year-end assets at Decemhe?814 , compared to $70.1 million , or 0.98% e&rend assets at December 31, 2013 .

The following table sets forth information with pest to our nonperforming loans, other real esiateed, other personal property
owned, total nonperforming assets, accruing loass-gue 90 days or more, and potential problemsloan

December 31,

2014 2013 (1) 2012 (1) 2011 (1) 2010 (1)
(dollarsin thousands)

Nonaccrual:
Commercial business $ 16,79¢ $ 12,60¢ $ 9,29¢ $ 10,24! $ 32,36
Real estate:
One-to-four family residential 2,82 2,661 2,34¢ 2,69¢ 2,99¢
Commercial and multifamily residential 7,84 11,04: 19,20¢ 19,48t 23,19:
Real estate construction:
One-to-four family residential 46E 3,70¢ 4,90( 10,78t 18,00«
Commercial and multifamily residential 48( — — 7,067 7,58¢
Consumer 2,93¢ 3,991 1,64: 3,207 5,02(
Total nonaccrual loans: 31,35: 34,01t 37,39t 53,48: 89,16!
Other real estate owned and other personal propened
) 22,22t 36,03¢ 27,464 31,90¢ 30,99:
Total nonperforming assets (1) $ 53,57 $ 70,05: $ 64,85¢ $ 85,38¢ $ 120,15
Accruing loans past-due 90 days or more $ 1,38¢ $ — $ — $ — $ —
Forgone interest on nonperforming loans $  2,19¢ $ 2,86( $ 3,38¢ $ 5,32¢ $ 6,38¢
Interest recognized on nonperforming loans $ 1,32i $ 1,30¢ $ 1,11¢ $ 1,017 $ 2,03t
Potential problem loans $ 7,84¢ $ 13,35¢ $ 5,91¢ $ 10,61¢ $ 3,79¢
Allowance for loan and lease losses (1) $ 69,56¢ $ 72,45¢ $ 82,30( $ 57,98t $ 67,04¢
Nonperforming loans to year end loans (2) 0.58% 0.75% 1.27% 1.85% 3.6€%
Nonperforming assets to year end assets (2) 0.62% 0.9¢% 1.32% 1.7¢% 2.82%

(1) Adjusted to conform to current period preseatatThe adjustment was limited to including histally disclosed “covered” amounts into
the respective rows as these amounts are no loiigEosed separately in the consolidated balaneetsh

(2) Nonperforming asset ratios have been adjustedrasult of the adjustments noted in (1) aboveotionger calculate ratios exclusive of
“covered” amounts.

At December 31, 2014 , nonperforming loans decokts8.58% of year end loans, down from 0.75% afryand loans at December 31,
2013 . Nonperforming commercial business loansimeed from $12.6 million, or 37% of nonperformingris at December 31, 2013 to $16.8
million, or 54% of nonperforming loans at year &l 4 . The increase in nonperforming commercialiass loans resulted from the
Intermountain acquisition. The nonperforming restdd construction loan sector declined to $46%uand during 2014 , down from $3.7
million at December 31, 2013 . Nonperforming comeredireal estate loans improved as well, declifogh $11.0 million at December 31,
2013 to $7.8 million at year end 2014 .
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Other Real Estate Owned and Other Personal Property Owned: As of December 31, 2014 there was $22.2 millio®@REO and OPPO
which is primarily comprised of property from fotesed real estate loans, a decrease of $13.8 mffiamn $36.0 million at December 31,
2013 . The decrease was primarily driven by ORBEEssaf $22.7 million and write-downs of $4.1 miliopartially offset by $10.2 million of
transfers from loans and the acquisition of $2.Bioni of OREO in the Intermountain acquisition. Pesties acquired by foreclosure or deed in
lieu of foreclosure are transferred to OREO andreterded at fair value less estimated costs tpatehe date of transfer of the property. If the
carrying value exceeds the fair value at the tifhe transfer, the difference is charged to th@nance for loan and lease losses. The fair
value of the OREO property is based upon curreptagal. Subsequent losses that result from theinggeriodic valuation of these
properties are charged to the net cost of operafi@REO expense in the period in which they aeniified. In general, improvements to the
OREO are capitalized and holding costs are chaig#tke net cost of operation of OREO as incurred.

Potential Problem Loans; Potential problem loans are loans which are ctigr@erforming and are not on nonaccrual statustyueturec
or impaired, but about which there are significdmtibts as to the borrowsrfuture ability to comply with repayment terms avitich may late
be included in nonaccrual, past due, restructuréchpaired loans. Potential problem loans totaléd@$nillion at year end 2014 , compared to
$13.4 million at year end 2013 .

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

Years Ended December 31,

2014 2013
(in thousands)

Balance, beginning of period $ 34,01 % 37,39¢
Established through acquisitions 2,43 18,85¢
Loans placed on nonaccrual or restructured 25,54 31,54¢
Advances 633 86
Charge-offs (4,77%) (6,74%)
Loans returned to accrual status (9,007 (16,949
Repayments (including interest applied to pringipal (13,819 (20,767
Transfers to OREO/OPPO (3,669 (9,41%)

Balance, end of period $ 31,35 % 34,01¢

Loans are considered impaired when based on cunfenination and events, it is probable that thenpany will be unable to collect all
amounts due according to the contractual termBeofdan agreement or when a loan has been modifi@droubled debt restructuring. A loan
is classified as a troubled debt restructuring waidrrrower is experiencing financial difficultidgat lead to a restructuring of the loan, and the
Company grants concessions to the borrower ingbucturing that it would not otherwise considérese concessions may include interest
rate reductions, principal forgiveness, extensiomaturity date and other actions intended to mininpotential losses. Generally, a nonacc
loan that is restructured remains on nonaccrutdstar a period of six months to demonstrate thatoorrower can meet the restructured
terms. If the borrower’s performance under the tenms is not reasonably assured, the loan reméissified as a nonaccrual loan.

The assessment for impairment occurs when and whdk loans are designated as classified per thgp&ay’s internal risk rating
system or when and while such loans are on nonalc&l nonaccrual loans greater than $500,000ahttoubled debt restructured loans are
considered impaired and analyzed individually @puarterly basis. Classified loans with an outstagdialance greater than $500,000 are
evaluated for potential impairment on a quartedgis. The Company’s policy is to record cash réseip impaired loans first as reductions in
principal and then as interest income.
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The following table summarizes impaired loan finahdata at December 31, 2014 and 2013 :

December 31,

2014 2013
(in thousands)
Impaired loans $ 28,09¢ $ 26,38¢
Impaired loans with specific allocations $ 1,21¢  $ 8,19¢
Amount of the specific allocations $ 241  $ 1,69(

Impaired loans with a carrying amount of $28.1 imillat December 31, 2014 were subject to spedificaions of allowance for loan
and lease losses of $241 thousand and partial etwdfg of $1.0 million during the year. Collatedddpendent impaired loans without specific
allocations at December 31, 2014 and 2013 eithéicbHateral which exceeded the carrying valueneflbans or reflected a partial charge-off
to the market value of collateral (less costs tt),s#s of the most recent appraisal daRestructured loans accruing interest totaled $11.1
million and $11.5 million at December 31, 2014 &0d.3, respectively.

When a loan with unique risk characteristics hanhidentified as being impaired, the amount of iimpant will be measured by the
Company using discounted cash flows, except whisndiétermined that the remaining source of repayiioe the loan is the operation or
liquidation of the underlying collateral. In thesases, the current fair value of the collateraluoed by costs to sell, will be used in place of
discounted cash flows. As a final alternative,dhservable market price of the debt may be usedgess impairment. Predominately, the
Company uses the fair value of collateral apprdeed upon a reliable valuation.

When a loan secured by real estate migrates toanforming and impaired status and it does not lzanearket valuation less than one
year old, the Company secures an updated marketti@h by a thir-party appraiser that is reviewed by the Compaay'staff appraiser.
Subsequently, the asset will be appraised annbglby third-party appraiser or the Company’s ontstppraiser. The evaluation may occur
more frequently if management determines that thassbeen increased market deterioration withjpeaiic geographical location. Upon
receipt and verification of the market valuatidre Company will record the loan at the lower oft@yamarket (less costs to sell) by recordii
charge-off to the allowance for loan and leasedess by designating a specific reserve in accam@arith accounting principles generally
accepted in the United States.

For additional information on our nonperformingisasee Note 5 to our Consolidated Financial Statésrin “Item 8. Financial
Statements and Supplementary Data” of this report.

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

Loans, excluding Purchased Credit Impaired Loans

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

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

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

3.The unallocated allowance provides for other factoherent in our loan portfolio that may not hseen contemplated in the general
and specific components of the allowance. Thislapated amount generally comprises less than 5#teodllowance. The unallocat
amount is reviewed quarterly based on trends iditlesses, the results of credit reviews and divecnomic trends.
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On a quatrterly basis our Chief Credit Officer revéewith executive management and the board of wire¢he various additional factors
that management considers when determining theuadgaf the ALLL, including economic and businessadition reviews. Factors which
influenced management’s judgment in determiningatim@unt of the additions to the ALLL charged torapi@g expense include the following
as of the applicable balance sheet dates:

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

« Historical loss experien

» Seasoning of the loan portfa

« Bank regulatory examination resi

 Findings of internal credit examin

« Duration of current business cy

 Specific loss estimates for problem lo

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

In addition to the ALLL, we maintain an allowane® tinfunded commitments and letters of credit. fmort this allowance as a liability
on our consolidated balance sheet. We determisathount using estimates of the probability ofuthienate funding and losses related to
those credit exposures. This methodology is simdahe methodology we use for determining the adey of our ALLL. For additional
information on our allowance for unfunded committiseaind letters of credit, see Note 6 to the Codatdid Financial Statements in “ltem 8.
Financial Statements and Supplementary Data” sfrdport.

Purchased Credit Impaired Loans (“PCIl Loans”)

Purchased credit impaired loans are accountediideuASC 310-30 and initially measured at fair edhased on expected future cash
flows over the life of the loans. PCI loans thatdn@aommon risk characteristics are aggregatedpotts. The Company re-measures
contractual and expected loan cash flows, at tioé-lpeel, on a quarterly basis. If, due to creditatioration, the present value of expected cas
flows, as periodically reneasured, is less than the carrying value of the fmol, the Company adjusts the carrying valub®ioan pool to th
lower amount by adjusting the allowance for loassks with a charge to earnings through the provisibloan losses. If the present value of
expected cash flows is greater than the carryihgevaf the loan pool, the Company adjusts the @agryalue of the loan pool to a higher
amount by recapturing previously recorded allowdocdoan losses, if any. For additional information our accounting for PCI loans, see
Note 1 to the Consolidated Financial Statemen‘“ltem 8. Financial Statements and SupplementaryDatthis report.
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Analysis of the ALLL

The following table provides an analysis of oumdass experience by loan type for the last fivarge

Changes in Allowance for Loan and Lease Losses and

Unfunded Commitments and Letters of Credit

Beginning balance (1)
Charge-offs:
Commercial business
Real estate:
One-to-four family residential
Commercial and multifamily residential
Real estate construction:
One-to-four family residential
Commercial and multifamily residential
Consumer
Purchased credit impaired (1)
Total charge-offs (1)
Recoveries:
Commercial business
Real estate:
One-to-four family residential
Commercial and multifamily residential
Real estate construction:
One-to-four family residential
Commercial and multifamily residential
Consumer
Purchased credit impaired (1)
Total recoveries
Net charge-offs
Provision for loan and lease losses (1)
Ending balance (1)
Loans outstanding at end of period (1) (2)
Average amount of loans outstanding (1) (2)

Allowance for loan and lease losses to period-eads (3)

Net charge-offs to average loans outstanding (3)

Allowance for unfunded commitments and letters of edit

Beginning balance

Net changes in the allowance for unfunded commitsand

letters of credit
Ending balance

December 31,

2014 2013 (1) 2012 (1) 2011 (1) 2010 (1)
(dollarsin thousands)

$ 72,454 $ 82,30( $ 57,98¢ $ 67,04¢ $ 53,47¢
(4,289 (4,947) (10,179 (7,909) (14,879
(230 (22¢) (549 (717) (40€)
(2,999 (2,549 (5,472 (3,687) (6,179

— (139 (1,606) (2,487) (10,856

— — (93 (2,219 (3,107

(2,779 (2,247 (2,539 (3,919 (3,987)
(14,436 (13,85)) (5,112 (1,489 —
(24,72) (23,940 (25,54)) (22,419 (39,409
3,007 2,44¢ 1,54¢ 2,59¢ 2,38¢

15¢ 27C 28t 8C 15

94C 1,03¢ 1,59¢ 45¢ 12¢

1,93( 2,66¢ 1,48¢ 2,091 1,67:

— — 66 — 775

1,35z 552 1,171 351 65(

7,721 7,231 4,33: 2,02¢ —
15,11( 14,19¢ 10,48¢ 7,60¢ 5,621
(9,617 (9,745 (15,057 (14,815 (33,779
6,721 (101 39,367 5,75: 47,34¢

$ 69,56¢ $ 72,45¢ $ 82,30( $ 57,98t $ 67,04¢
$ 544537 $ 451729 $§ 2,947,100 $ 2,88524  $ 2,438,87
$ 4,782,36! $ 4,140,82 $ 2,900,52i $ 2,607,26! $ 2,485,65!
1.28% 1.6(% 2.7<% 2.01% 2.7%%
0.2(% 0.248% 0.52% 0.51% 1.36%

$ 2508 $ 1,918 $ 153  $ 1,168 $ 77E
15C 59C 38C 37C 39C

$ 2,65¢ $ 2,50¢ $ 1,91¢ $ 1,53¢ $ 1,16¢

(1) Adjusted to conform to current period prestata The adjustments were limited to includingghased credit impaired amounts into the respeotiws
as these amounts are no longer disclosed sepairatbly consolidated balance sheets or consoliddtgdments of income.

(2) Excludes loans held for s

(3) Ratios have been adjusted as a result of the atgmss noted in (1) above to no longer calculaiesaxclusive of purchased credit impaired amo
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At December 31, 2014 , our ALLL was $69.6 millioar,1.28% of total loans (excluding loans heldgate). This compares with an
allowance of $72.5 million , or 1.60% of total Isafexcluding loans held for sale) at December 8132 This decrease in the allowance
relative to loans in the current period as compaoddecember 31, 2013 reflects improvements in esset quality during the current year.

We have used the same methodology for ALLL cal@matduring 2014 , 2013 and 2012 . Adjustmentéiéopercentages of the ALLL
allocated to loan categories are made based odstreith respect to delinquencies and problem ledtisn each loan class. The Bank reviews
the ALLL quantitative and qualitative methodology @ quarterly basis and makes adjustments whemppate. The Bank maintains a
conservative approach to credit quality and wiltimue to make revisions to our ALLL as necessamaintain adequate reserves. The Bank
carefully monitors the loan portfolio and contindesemphasize the importance of credit quality e/ibntinuously strengthening loan
monitoring systems and controls.

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

December 31,

2014 2013 (1) 2012 (1) 2011 (1) 2010 (1)
% of % of % of % of % of
Balance at End of Total Total Total Total Total
Period Applicable to: Amount Loans* Amount Loans* Amount Loans* Amount Loans* Amount Loans*

(dollarsin thousands)

Commercial business $ 26,85( 38.8% $ 31,72: 34.0% $ 28,02: 39.1% $ 25,43 35.1% $ 22,54¢ 32.6%
Real estate and construction:

One-to-four family

residential 5,33¢ 5.5% 2,684 3.5% 2,50( 3.2% 3,84¢ 3.% 7,161 4.8%
Commercial and

multifamily

residential 16,02: 45.4% 13,67: 48.2% 18,27: 38.1% 20,34¢ 35.4% 25,88( 33.&%
Consumer 3,18( 6.2% 2,547 7.2% 2,431 5.2% 2,71¢ 6.4% 2,12 7.5%
Purchase credit impaired (1)  16,33¢ 4.2% 20,17« 6.€% 30,05¢ 14.2% 4,944 18.€% 6,05t 21.5%
Unallocated 1,84« —% 1,65t —% 1,011 —% 694 —% 3,28t —%
Total $ 69,56¢ 100.(% $ 72,45¢ 100.(% $ 82,30( 100.(% $ 57,98t 100.(% $ 67,04¢ 100.%

* Represents the total of all outstanding loansdnh category as a percent of total loans outstgndi
(1) Adjusted to conform to current period preseatatThe adjustment was limited to including pursd credit impaired amounts into the table abovbese
amounts are no longer disclosed separately indheddidated balance sheets.

FDIC Loss-sharing Asset

The Company has elected to account for amountévedide under loss-sharing agreements with the Fa&H@n indemnification asset in
accordance with the Business Combinations toptb®FASB ASC. The FDIC indemnification asset isiatlly recorded at fair value, based on
the discounted expected future cash flows undelogsesharing agreements.

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

At December 31, 2014 , the FDIC loss-sharing asastcomprised of a $13.1 million FDIC indemnificatiasset and a $2.1 million
FDIC receivable. The FDIC receivable representsuartsodue from the FDIC for claims related to coddosses the Company has incurred
less amounts due back to the FDIC relating to shegeoveries.
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The following table summarizes the activity relatedhe FDIC loss-sharing asset for the twelve ism®inded December 31, 2014 and
2013:

Years Ended December 31,

2014 2013
(in thousands)
Balance at beginning of period $ 39,84t $ 96,35¢
Adjustments not reflected in income:
Cash received from the FDIC, net (2,499 (9,24¢)
FDIC reimbursable recoveries, net (2,189 (2,245
Adjustments reflected in income:
Amortization, net (21,279 (36,729
Loan impairment (recapture) 2,301 (2,609
Sale of other real estate (2,179 (6,177
Write-downs of other real estate 1,06t 364
Other 10z 134
Balance at end of period $ 15,17« % 39,84¢

For additional information on the FDIC loss-sharasget, including the timing of the expirationaf loss-sharing agreements with the
FDIC, please see Note 8 to the Consolidated FiaaStatements in “Item 8. Financial Statements@ugplementary Data” of this report.

Deposits

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

December 31,

2014 2013 2012
(in thousands)

Core deposits:

Demand and other noninterest-bearing $ 265137, $ 2,171,700 $ 1,321,17
Interest-bearing demand 1,304,25! 1,170,00 870,82:
Money market 1,760,33: 1,569,26. 1,043,45
Savings 615,72: 496,44« 314,37:
Certificates of deposit less than $100,000 288,26: 288,94: 252,54.

Total core deposits 6,619,94 5,696,35 3,802,36!
Certificates of deposit greater than $100,000 202,01 201,49¢ 212,92:
Certificates of deposit insured through CDARS® 18,42¢ 19,48¢ 26,72(
Brokered money market accounts 83,40: 41,76t —
Subtotal 6,923,78! 5,959,10: 4,042,011

Premium resulting from acquisition date fair vahdgustment 93¢ 367 75
Total deposits $ 6,924,72. $ 5,959,47 $ 4,042,08

Deposits totaled $6.92 hillion at December 31, 26ddpared to $5.96 billion at December 31, 2018e ificrease of $965.2 million was
due to organic growth and the acquisition of Inteamtain, which added $736.8 million in depositsisTdrowth was partially offset by the
decrease of $22.2 million in deposits associateh lranch sale activity in 2014 . For additiondbirmation on the branch sale activity, see
Note 25 to the Consolidated Financial Statemen“ltem 8. Financial Statements and Supplementana’Daftthis report. Core deposits, which
include noninterest-bearing deposits and intereatibhg deposits excluding time deposits of $1004@dover, provide a stable source of low
cost funding. Core deposits increased to $6.6bitit December 31, 2014 compared with $5.70 bilibDecember 31, 2013 . We anticipate
continued growth in our core deposits through libéhaddition of new customers and our current thase.
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At December 31, 2014 , brokered and other wholedgpesits (excluding public deposits) totaled $&Giillion or 1.5% of total deposits
compared to $61.3 million or 1.0% of total depqsitsyear-end 2013 . The increase in brokered dispgesttributed to an increase in
participation in the brokered money market accquingram, which is similar to the Certificate of @sg Account Registry Service (“CDARS
®") program. CDARS’is a network that allows participating banks teeofxtended FDIC deposit insurance coverage ondipesits. These
extended deposit insurance programs are genexalliable only to existing customers and are notiies®a means of generating additional
liquidity.

At December 31, 2014 , public deposits held byGbenpany totaled $357.9 million compared to $289illan at December 31, 2013 .
Uninsured public deposit balances increased frof#&million at December 31, 2013 to $296.6 millairDecember 31, 2014 . The Company
is required to fully collateralize Washington stpteéblic deposits and 50% of Oregon state publiodip.

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

December 31, 2014

Time Certificates of Deposit Other Time Deposits of
of $100,000 or More $100,000 or More
Percent of Percent of
Total Total
Amounts maturing in: Amount Deposits Amount Deposits
(dollarsin thousands)
Three months or less $ 52,01( 0.8% $ 13,70: 0.2%
Over 3 through 6 months 35,29¢ 0.5% 30C —%
Over 6 through 12 months 58,34¢ 0.£% 3,16: —%
Over 12 months 56,35¢ 0.8% — —%
Total $ 202,01 2% $ 17,17( 0.2%

The following table sets forth the average amodisinal the average rate paid on each significanbvsiepategory:

Years ended December 31,

2014 2013 2012
Average Average Average
Deposits Rate Deposits Rate Deposits Rate
(dollarsin thousands)
Interest bearing demand $ 1,204,58. 0.0 $ 1,048,48 0.06% $ 790,88’ 0.11%
Money market 1,668,15I 0.07% 1,566,53 0.08% 1,051,17: 0.1€%
Savings 543,30: 0.01% 445,66t 0.02% 298,22: 0.05%
Certificates of deposit 485,48 0.2€% 535,65t 0.37% 543,34¢ 0.6(%
Total interest-bearing deposits 3,901,52. 0.08% 3,596,34. 0.11% 2,683,63! 0.22%
Demand and other non-interest bearing 2,285,811 1,824,23. 1,192,03I
Total average deposits $ 6,187,34: $ 5,420,57 $ 3,875,66!
Borrowings

Borrowed funds provide an additional source of fagdor loan growth. Our borrowed funds consistrtily of borrowings from the
FHLB and Federal Reserve Bank (“FRB”) as well aziséies repurchase agreements. FHLB and FRB bangsiare secured by our loan
portfolio and investment securities. Securitiesrepase agreements are secured by investmenttgecarid commercial loans.
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The Company has not had FRB borrowings in thetlfase years. The following table sets forth theadebf FHLB advances:

Years ended December 31,

2014 2013 2012
(dollarsin thousands)

FHLB Advances

Balance at end of year $  216,56¢ $ 36,60t $ 6,64¢
Average balance during the year $ 44,87¢ $ 51,03( $ 100,33
Maximum month-end balance during the year $ 216,56¢ $ 190,63: $ 118,96
Weighted average rate during the year 0.74% 1.12% 2.7%
Weighted average rate at December 31 0.41% 1.0¢% 5.42%

For additional information on our borrowings, inding amounts pledged as collateral, see Notes3.and 14 to the Consolidated
Financial Statements in “Iltem 8. Financial Statetm@md Supplementary Data” of this report.

Off-Balance Sheet Arrangements

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

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

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

The Company had off-balance sheet loan commitreggsegating $1.58 billion at December 31, 2014inarease from $1.37 billion at
December 31, 2013 . Standby letters of credit w8&7 million at both December 31, 2014 and 20b3addition, commitments under
commercial letters of credit used to facilitatetonsers’ trade transactions and other off-balaneeskabilities amounted to $4.4 million and
$2.7 million at December 31, 2014 and 2013 , refbyey.

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

Payments due within time period at December 31, 2@1

Due after
0-12 1-3 4-5 Five
Months Years Years Years Total
(in thousands)
Operating & equipment leases $ 8551 % 11,958 $ 8,97¢ % 18,12: % 47,61:
Total deposits (1) 6,790,23 110,41( 23,96 11t 6,924,72,
Federal Home Loan Bank advances (1) 210,00( 1,00(¢ — 5,00( 216,00(
Other borrowings (1) 80,08( — 25,00( 8,24¢ 113,32¢
Total $ 7,08887 % 123,36 % 57,94C $ 31,48 $ 7,301,66:.

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

For additional information regarding future finasmotommitments, see Note 17 to our Consolidatedriiial Statements in “Item 8.
Financial Statements and Supplementary Data” sfrdport.
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Liquidity and Sources of Funds

In general, our primary sources of funds are natrime, loan repayments, maturities and principahEnts on investment securities,
customer deposits, advances from the FHLB, seeaniipurchase agreements and other borrowingse Tineds are used to make loans,
purchase investments, meet deposit withdrawalsyaatdring liabilities and cover operational expenS&esheduled loan repayments and core
deposits have proved to be a relatively stablecsoaf funds while other deposit inflows and unsehed loan prepayments are influenced by
interest rate levels, competition and general espoconditions. We manage liquidity through moriitgrsources and uses of funds on a daily
basis and had unused credit lines with the FHLBthrd-RB of $865.1 million and $86.1 million , resfively, at December 31, 2014hat are
available to us as a supplemental funding sourte.hblding company’s sources of funds are dividdrats its banking subsidiary which are
used to fund dividends to shareholders and coverabipg expenses.

Capital

Our shareholders’ equity increased to $1.23 bilabbecember 31, 2014 , from $1.05 billion at DebenB81, 2013, primarily due to
shares issued in conjunction with the acquisitibmtermountain. Shareholders’ equity was 14.32% &6.71% of total assets at December 31
2014 and 2013.

Regulatory Capitalln July 2013, the federal bank regulators apprahiedNew Capital Rules (as discussed in “item 1.ifB2ss-
Supervision and Regulation-Regulatory Capital Resguéents”), which implement the Basel lll capitarfrework and various provisions of the
Dodd-Frank Act. We and the Bank are required tomgrwith these rules as of January 1, 2015, sultfettie phase-in of certain provisions.
We believe that, as of December 31, 2014, we am@#nk would meet all capital adequacy requirementier the New Capital Rules on a
fully phased-in basis as if such requirements vileea in effect. Banking regulations in effect priorJanuary 1, 2015 required bank holding
companies to maintain a minimum “leverage” raticofe capital to adjusted quarterly average taséts of at least 3%. In addition, banking
regulators maintained risk-based capital guidelinasler which risk percentages were assigned iouscategories of assets and off-balance
sheet items to calculate a risk-adjusted capitad.r@ier | capital generally consisted of commieholders’ equity, less goodwill and certain
identifiable intangible assets, while Tier Il capiincluded the allowance for loan losses, sulifgcertain limitations. Regulatory minimum
risk-based capital guidelines required Tier | calpf 4% of risk-adjusted assets and total cafitainbined Tier | and Tier II) of 8% to be
considered “adequately capitalized”.

FDIC regulations set forth the qualifications neszeg for a bank to be classified as “well capitdiz primarily for assignment of FDIC
insurance premium rates. Prior to the adoptiomefNew Capital Rules, to qualify as “well capitatiz” banks must have a Tier | risk-adjusted
capital ratio of at least 6%, a total risk-adjustegital ratio of at least 10%, and a leverag®maftiat least 5%. Failure to qualify as “well
capitalized” can negatively impact a bank’s abitiiyexpand and to engage in certain activities. Chmpany and its banking subsidiary
qualified as “well-capitalized” at December 31, 2Gind 2013 .

The following table sets forth the Company’s ascbianking subsidiary’s capital ratios at Decemlier2814 and 2013 under the then
applicable guidance and rules:

Company Columbia Bank Requirements
Adequately Well-
2014 2013 2014 2013 capitalized Capitalized
Total risk-based capital ratio 14.15% 14.68% 13.67% 13.52% 8% 10%
Tier 1 risk-based capital ratio 12.9¢% 13.4% 12.52% 12.2% 4% 6%
Leverage ratio 10.5"% 10.1% 9.7% 9.2% 1% 5%

Stock Repurchase Program

In October 2011, the board of directors approvstbek repurchase program authorizing the Compamnggorchase up to 2 million sha
of its outstanding shares of common stock. The Gomppnay purchase the shares from time to timedrotfen market or in private
transactions, under conditions which allow suchurepases to be accretive to earnings per share wtalntaining capital ratios that exceed
guidelines for a well-capitalized financial institin. This repurchase program supersedes and espthe prior stock repurchase program
adopted in February 2002. No shares were repurdhaster the stock repurchase program during 20043 2r 2012.
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Dividends

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

Years ended December 31,
2014 2013 2012
Dividends paid per common share $ 0.9 $ 0.41 $ 0.9¢
Dividend payout ratio (1) 62% 34% 84%

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

For quarterly detail of dividends declared duri®d.2 and 2013 , including special dividends declased “Item 5. Market for
Registrant's Common Equity, Related Stockholdertitatand Issuer Purchases of Equity Securitiefiisfreport.

Subsequent to year end, on January 29, 2015 the&uondeclared a quarterly cash dividend of $0.1&pare and common share
equivalent for holders of preferred stock, andecsd cash dividend of $0.14 , both payable on &ayr 25, 2015 , to shareholders of record a
the close of business on February 11, 2015 .

Applicable federal and Washington state regulati@ssrict capital distributions, including dividesydby the Company’s banking
subsidiary. Such restrictions are tied to the in8tin’s capital levels after giving effect to dibutions. Our ability to pay cash dividends is
substantially dependent upon receipt of dividemdmfthe Bank. In addition, the payment of cashd#ivids is subject to Federal regulatory
requirements for capital levels and other restiwi In this regardcurrent guidance from the Federal Reserve provalesng other things,
that dividends per share on the Comparggmmon stock generally should not exceed earmiegshare, measured over the previous four 1
quarters.

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

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

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

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

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

December 31, 2014 December 31, 2013

(dollarsin thousands)

Shareholders’ equity $ 1,228,177 $ 1,053,24
Goodwill (382,53) (343,95)
Other intangible assets, net (30,459 (25,857)
Preferred stock (2,217 (2,217
Tangible common equity (a) 812,96: 681,22¢
Total assets 8,578,84i 7,161,58
Goodwill (382,53) (343,95)
Core deposit intangible (30,459 (25,857)
Tangible assets (b) $ 816585 $ 6,791,77
Risk-weighted assets, determined in accordancepuitbcribed regulatory
requirements (c) $ 6,299,86. $ 5,178,74
Ratios
Tangible common equity to tangible assets (a)/(b) 9.9¢% 10.0%
Tangible common equity to risk-weighted assetgdn)/ 12.9(% 13.15%
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The Company also considers operating net interasgim (tax equivalent) to be an important measurdras it more closely reflects the
ongoing operating performance of the Company. Despe importance of the operating net interesgmao the Company, there is no
standardized definition for it and, as a resuk, @ompany’s calculations may not be comparable otltler organizations. Also, there may be
limits in the usefulness of this measure to invesstAs a result, the Company encourages reademngider its consolidated financial
statements in their entirety and not to rely on single financial measure.

The following table reconciles the Company’s cadtioin of the operating net interest margin (taxieajent) to the net interest margin (tax
equivalent) for the periods indicated:

Years ended December 31,

2014 2013 2012
Operating net interest margin non-GAAP reconciliation: (dollarsin thousands)
Net interest income (tax equivalent) (1) $ 312,14t % 297,13¢ % 245,17.
Adjustments to arrive at operating net interesbime (tax equivalent):
Incremental accretion income on FDIC purchaseditimgpaired loans (20,229 (29,81YH (55,309
Incremental accretion income on other FDIC acquioats (484) (2,217 (5,872
Incremental accretion income on other acquireddoan (21,099 (26,200 —
Premium amortization on acquired securities 7,12t 7,30¢ —
Correction of immaterial error - securities premiamortization (2) (2,622 — —
Interest reversals on nonaccrual loans 1,291 882 747
Prepayment charges on FHLB advances — 1,54¢ 603
Operating net interest income (tax equivalent) (1) $ 276,13° $ 248,65: $ 185,34
Average interest earning assets $ 656104 $ 575454 $ 4,246,72
Net interest margin (tax equivalent) (1) 4.7¢% 5.1€% 5.71%
Operating net interest margin (tax equivalent) (1) 4.21% 4.32% 4.3t%

(1) Tax-exempt interest income has been adjustadds equivalent basis. The amount of such adpstimvas an addition to net interest income of $8.1
million , $6.0 million and $6.2 million for the yemended December 31, 2014 , 2013 and 2012 , rdsglgc

(2) For further information on this item, see Natto the Consolidated Financial Statements in “I&rRinancial Statements and Supplementary Dat#iisf
report.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK
Interest Rate Sensitivity

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

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

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

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

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

An Asset/Liability Management Committee is respblesior developing, monitoring and reviewing adgiility processes, interest rate
risk exposures, strategies and tactics and regotdinhe board of directors. It is the respondipitif the board of directors to establish policies
and interest rate limits and approve these pol&mgsinterest rate limits annually. It is the rasgbility of management to execute the apprc
policies, develop and implement risk managemeategies and to report to the board of directora eegular basis. We maintain an
asset/liability management policy that providesdglines for controlling exposure to interest rag&.rThe policy guidelines direct managemen
to assess the impact of changes in interest ra@s loth earnings and capital. The guidelines @shalimits for interest rate risk sensitivity.

Interest Rate Risk Sensitivity

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

Based on the results of the simulation model d3emember 31, 2014 , we would expect a decreasetimterest income of $3.8 million
if interest rates gradually decrease from curratés by 100 basis points and an increase in rexesttincome of $10.6 million if interest rates
gradually increase from current rates by 200 baiists over a twelve-month period.

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

The table on the following page sets forth thenestéd maturity or repricing, and the resulting iest rate gap of our interest-earning
assets and interest-bearing liabilities at DecerBlheP014 . The amounts in the table are deriveh four internal data and are based upon
regulatory reporting formats. Therefore, they maylme consistent with financial information appegrelsewhere herein that has been prej
in accordance with accounting principles generatlgepted in the United States.

The estimates for net interest income sensitivilly mterest rate gap could be significantly affddg external factors such as changes ir
prepayment assumptions, early withdrawal of dep@sitd competition. For example, although certaset@sand liabilities may have similar
maturities or periods to repricing, they may raeadlifferent degrees to changes in market intawss. Also, the interest rates on certain types
of assets and liabilities may fluctuate in advaoicehanges in market interest rates, while othpesymay lag changes in market interest rates.
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Additionally, certain assets, such as adjustable-mortgages, have features that restrict changbs interest rates of such assets bo
a short-term basis and over the lives of such asBatther, in the event of a change in marketésterates, prepayment and early withdrawal
levels could deviate significantly from those asedrin calculating the tables. Finally, the abibifymany borrowers to service their adjustable-
rate debt may decrease in the event of a subdtargiaase in market interest rates.

Estimated Maturity or Repricing

Over 1 year
0-3 4-12 through Due after
December 31, 2014 months months 5 years 5 years Total

(dollars in thousands)
Interest-Earning Assets

Interest-earning deposits $ 16,94¢ $ — $ — 3 — 3 16,94¢
Loans, net of deferred fees 2,263,87! 662,81: 2,122,87. 395,81! 5,445,371
Loans held for sale 1,11¢ — — — 1,11¢
Investments 148,43: 240,64 1,082,92! 659,61¢ 2,131,62.
Total interest-earning assets $ 2,430,37 $ 903,45! $ 3,20580 $ 1,05543 7,595,06!
Allowance for loan and lease losses (69,569
Cash and due from banks 171,22:
Premises and equipment, net 172,09(
Other assets 710,03¢
Total assets $ 8,578,84i
Interest-Bearing Liabilities
Interest-bearing non-maturity deposits $  3,763,71. $ — $ —  $ — $ 3,763,71
Time deposits 135,71. 239,50: 134,11¢ 30¢ 509,63
Borrowings 298,32! — 26,00( 5,56¢ 329,89¢
Total interest-bearing liabilities $ 4,197,75, $ 239,50: $ 160,11t % 5,87¢ 4,603,24'
Other liabilities 2,747,42
Total liabilities 7,350,67.
Shareholders’ equity 1,228,17!
Total liabilities and shareholders’ equity $ 8,578,84i
Interest-bearing liabilities as a percent of tot
interest-earning assets 55.271% 3.1t % 2.11% 0.08%
Rate sensitivity gap $ (@1,767,37) $ 663,95: $ 3,04568 $ 1,049,55
Cumulative rate sensitivity gap $ (1,767,37) $ (1,103,42) $ 1,942,26. $ 2,991,82
Rate sensitivity gap as a percentage of interest-
earning assets (23.21)% 8.74% 40.1% 13.82%
Cumulative rate sensitivity gap as a percent
of interest-earning assets (23.27)% (14.59% 25.51% 39.3%%

Impact of Inflation and Changing Prices

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

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

We have audited the accompanying consolidated balsineets of Columbia Banking System, Inc. ansuibsidiaries (the “Company”)
as of December 31, 2014 and 2013, and the retatesblidated statements of income, comprehensoanie, changes in shareholders’ equity
and cash flows for each of the three years in gr®g ended December 31, 2014 . These financiedraents are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these financial statements basedr audits.

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

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of Columbia Banking
System, Inc. and its subsidiaries as of Decembe?@14 and 2013, and the results of its operatimukits cash flows for each of the three
years in the period ended December2014 , in conformity with accounting principles geally accepted in the United States of America.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
Company’s internal control over financial reportiag of December 31, 2014 , based on the critetédbkshed innternal Control - Integrated
Framework (2013issued by the Committee of Sponsoring Organizatifriee Treadway Commission and our report datdmugay 27, 2015
expressed an unqualified opinion on the Compamg&rmal control over financial reporting.

[s/ Deloitte & Touche LLP
Seattle, Washington
February 27, 2015
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COLUMBIA BANKING SYSTEM, INC.
CONSOLIDATED BALANCE SHEETS

December 31, December 31, 2013
2014 @
(in thousands)
ASSETS
Cash and due from banks $ 171,22. % 165,03(
Interest-earning deposits with banks 16,94¢ 14,53:
Total cash and cash equivalents 188,17( 179,56:
Securities available for sale at fair value (anzedi cost of $2,087,069 and $1,680,491, respecjive 2,098,25 1,664,11
Federal Home Loan Bank stock at cost 33,36¢ 32,52¢
Loans held for sale 1,11¢ 73t
Loans, net of unearned income of ($59,374) and, @82, respectively (1) 5,445,37! 4,517,29
Less: allowance for loan and lease losses (1) 69,56¢ 72,45¢
Loans, net 5,375,80! 4,444 84,
FDIC loss-sharing asset 15,17: 39,84t
Interest receivable 27,80 22,20¢
Premises and equipment, net 172,09( 154,73.
Other real estate owned 22,19( 35,921
Goodwill 382,53 343,95:
Other intangible assets, net 30,45¢ 25,85:
Other assets 231,87 217,28¢
Total assets $ 857884 $ 7,161,58
LIABILITIES AND SHAREHOLDERS' EQUITY

Deposits:
Noninterest-bearing $ 265137 $ 2,171,70
Interest-bearing 4,273,34! 3,787,77.
Total deposits 6,924,72; 5,959,47!
Federal Home Loan Bank advances 216,56¢ 36,60¢
Securities sold under agreements to repurchase 105,08 25,00(
Other borrowings 8,24¢ —
Other liabilities 96,05 87,25:
Total liabilities 7,350,67. 6,108,33:

Commitments and contingent liabilities (Note 17)
Shareholders’ equity:

December 31, December 31,
2014 2013
Preferred stock (no par value) (in thousands)
Authorized shares 2,00 2,00(
Issued and outstanding 9 9 2,217 2,217
Common stock (no par value)
Authorized shares 63,03 63,03
Issued and outstanding 57,43: 51,26¢ 985,83¢ 860,56:
Retained earnings 234,49¢ 202,51«
Accumulated other comprehensive income (loss) 5,621 (12,044
Total shareholders’ equity 1,228,17! 1,053,24
Total liabilities and shareholders’ equity $ 857884 $ 7,161,58

(1) Reclassified to conform to the current periqafesentation. The reclassification was limitedetmoving the separate line items for covered |@as
including the prior period balances in the linarigefor loans, net of unearned income and allow#orclan and lease losses.

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

I nterest Income
Loans
Taxable securities
Tax-exempt securities
Deposits in banks
Total interest income
I nterest Expense
Deposits
Federal Home Loan Bank advances
Prepayment charge on Federal Home Loan Bank advance
Other borrowings
Total interest expense
Net | nterest | ncome
Provision (recapture) for loan and lease losses (1)
Net interest income after provision (recapture)léan and lease losses
Noninterest Income
Service charges and other fees
Merchant services fees
Investment securities gains, net
Bank owned life insurance
Change in FDIC loss-sharing asset
Other
Total noninterest income
Noninterest Expense
Compensation and employee benefits
Occupancy
Merchant processing
Advertising and promotion
Data processing
Legal and professional fees
Taxes, licenses and fees
Regulatory premiums
Net benefit of operation of other real estate owned
Amortization of intangibles
Other (1)
Total noninterest expense
Income before income taxes
Provision for income taxes
Net | ncome
Earnings Per Common Share
Basic
Diluted
Weighted average number of common shares outstgndin
Weighted average number of diluted common sharestanding

Years ended December 31,

2014 2013 (1) 2012 (1)
(in thousands except per share)

$ 268,27¢ $ 266,28 $ 219,43
28,75¢ 20,45¢ 18,27¢
10,83( 9,83i 9,941
17¢ 35¢E 854
308,04. 296,93! 248,50«
3,00¢ 3,96: 5,881
39¢ (409 2,60¢
— 1,54¢ 602
59¢ 734 47¢
3,99¢ 5,84( 9,571
304,04 291,09! 238,92°
6,727 (107) 39,365
297,32: 291,19¢ 199,56(
55,55¢ 48,35! 29,99¢
7,97¢ 8,81- 8,15¢
552 462 3,73¢
3,82:% 3,57( 2,861
(19,989 (45,01°) (24,46))
11,83¢ 10,52 6,77¢
59,75( 26,70( 27,05¢
130,86 125,43. 85,43«
32,30( 33,05¢ 20,03:
4,00¢ 3,551 3,617
3,96¢ 4,09( 3,65(
15,36¢ 14,07¢ 9,71¢
11,38¢ 12,33¢ 8,91t
4,55 5,03: 4,73¢€
4,54¢ 4,70¢ 3,38¢
(1,045 (7,407 (1,969
6,29: 6,04¢ 4,44¢
27,04¢ 29,96: 20,96!
239,28t 230,88t 162,91
117,78 87,01( 63,70¢
36,21 26,99 17,562
$ 81,57+ $ 60,01¢ $ 46,14:
$ 1.5t $ 1.24 $ 1.1€
$ 1.52 $ 1.21 $ 1.1€¢
52,61¢ 47,99 39,26(
53,18 49,05 39,26:

(1) Reclassified to conform to the current periqofesentation. The reclassification was limitedeimoving the separate line item for FDIC clawbaakility
expense within noninterest expense and includiagtior period activity in the line item for otheoninterest expense as well as removing the seplamat



item for provision for losses on covered loans iactliding the prior period activity in the line ftefor provision for loan and lease losses.
See accompanying Notes to Consolidated Financié®ents.
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COLUMBIA BANKING SYSTEM, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years ended December 31,
2014 2013 2012

(in thousands)
Net income $ 8157 $ 60,01¢ $ 46,14
Other comprehensive income (loss), net of tax:

Unrealized gain (loss) from securities:
Net unrealized holding gain (loss) from availatide $ale securities arising

during the period, net of tax of ($10,200), $17,498 $1,902 17,92: (30,727 (2,609)
Reclassification adjustment of net gain from sdlavailable for sale securitie
included in income, net of tax of $200, $163 anB%& (352 (299 (2,419
Net unrealized gain (loss) from securities, nateafassification adjustment 17,57( (31,02¢) (5,026
Pension plan liability adjustment:
Unrecognized net actuarial loss during the pemed of tax of $0, $780 and $0 — (1,439 —
Less: amortization of unrecognized net actuarisgés included in net period
pension cost, net of tax of ($54), ($135) and ($38) 95 265 42
Pension plan liability adjustment, net 95 (1,169 42
Other comprehensive income (loss) 17,66~ (32,199 (4,989

Comprehensive income $ 99,23¢ $ 27,827 % 41,15¢

See accompanying Notes to Consolidated Financa¢®ents.
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COLUMBIA BANKING SYSTEM, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

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

Balance at January 1, 2012 — = 39,50¢ $ 579,13t $ 155,06 $ 25,13 $ 759,33t
Net income — — — — 46,14: — 46,14
Other comprehensive loss — — — — — (4,989 (4,989
Issuance of common stock - stock option

and other plans — — 40 71z — — 71z
Issuance of common stock - restricted st

awards, net of canceled awards — — 14C 1,622 — — 1,622
Cash dividends paid on common stock

($0.98 per share) — — — — (38,829 — (38,829
Balance at December 31, 2012 — % = 39,68¢ $ 581,47: $ 162,38 $ 20,14¢ $ 764,00t
Net income — — — — 60,01¢ — 60,01¢
Other comprehensive loss — — — — — (32,199 (32,199
Issuance of preferred stock, common stock

and warrants - acquisition related 9 2,215 11,38( 273,96¢ — — 276,18:
Issuance of common stock - stock option

and other plans — — 73 1,24: — — 1,24:
Issuance of common stock - restricted stock

awards, net of canceled awards — — 144 2,69: — — 2,69:
Activity in deferred compensation plan — — — 517 — — 517
Tax benefit associated with share-based

compensation — — — 1,10z — — 1,10:
Purchase and retirement of common stoc — — (28) (429 = — (429)
Preferred dividends ($0.31 per common

share equivalent) — — — — 32 — 32
Cash dividends paid on common stock

($0.41 per share) — — — — (29,85%) — (19,85%)
Balance at December 31, 2013 9 3 2,217 51,26 $ 860,56: $ 202,51« $ (12,049 $ 1,053,24
Net income — — — — 81,57+ — 81,57+
Other comprehensive income — — — — — 17,66¢ 17,66¢
Issuance of common stock - acquisition

related — — 4,20¢ 116,90° — — 116,90°
Issuance of common stock - exercise of

warrants — — 1,722 5,00( — — 5,00(
Issuance of common stock - stock option

and other plans — — 41 92¢ — — 92¢
Issuance of common stock - restricted stock

awards, net of canceled awards — — 22t 2,85¢ — — 2,85¢
Activity in deferred compensation plan — — — Q) — — Q)
Tax benefit associated with share-based

compensation — — — 20t — — 20t
Purchase and retirement of common stoc — — (24) (622) — — (622)
Preferred dividends ($0.94 per common

share equivalent) — — — — (96) — (9€)
Cash dividends paid on common stock

($0.94 per share) — — — — (49,49¢) — (49,49¢)
Balance at December 31, 2014 9 3 2,217 57,43 $ 985,83¢ $ 234,49¢ $ 5,621 $ 1,228,17

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

Cash Flows From Operating Activities

Net Income

Adjustments to reconcile net income to net caskigeal by operating activities

Provision (recapture) for loan and lease losses
Stock-based compensation expense
Depreciation, amortization and accretion
Investment securities gain, net
Net realized (gain) loss on sale of other assets
Net realized gain on sale of other real estate dwne
Net realized gain on sale of branches
Write-down on other real estate owned
Deferred income tax expense (benefit)
Net change in:
Loans held for sale
Interest receivable
Interest payable
Other assets
Other liabilities
Net cash provided by operating activities
Cash Flows From Investing Activities
Loans originated and acquired, net of principaleméd
Purchases of:
Securities available for sale
Premises and equipment
Proceeds from:
FDIC reimbursement on loss-sharing asset
Sales of securities available for sale
Principal repayments and maturities of securitigslable for sale
Sales of loans held for investment and other assets
Sales of other real estate and other personal gyopened (1)
Payments to FDIC related to loss-sharing asset
Additions to OREO
Acquisition of intangible assets
Net cash paid in branch sale
Net cash (paid) received in business combinations
Net cash provided by (used in) investing activities
Cash Flows From Financing Activities
Net increase (decrease) in deposits
Net increase in repurchase agreements
Proceeds from:
Exercise of stock options
Exercise of warrants
Federal Home Loan Bank advances
Federal Reserve Bank borrowings
Payments for:
Repayment of Federal Home Loan Bank advances

Repayment of Federal Reserve Bank borrowings

Years Ended December 31,

2014 2013 (1) 2012 (1)
(in thousands)

81,57: $ 60,01¢ $ 46,14:
6,721 (101 39,36'
2,85¢ 2,84¢ 1,62:

44,45¢ 40,43: 57,30t

(552) (462) (3,739
564 (48) (45€)
(5,909 (10,539 (11,639
(56E) — —
4,03¢ 2,03¢ 8,30(
14,64¢ 5,41% (3,656)
22¢ 1,82¢ (415)
(944 (7,939 1,01¢

89 (122) (629)
(4,479 (3,389 (2,119
(5,119 (10,339 3,77¢
137,61t 79,63¢ 134,89t
(440,37¢) (161,82) (92,089
(363,69 (457,98Y) (322,34:)
(12,48Y (13,13) (17,13)
5,95( 9,24¢ 54,64¢
63,29. 166,88: 95,16t
180,64t 293,94( 236,74t
4,12¢ 4,031 4,411
28,55¢ 36,45! 49,00:
(3,459 — —
— (3,579 (19

— (919) —
(16,789 — —
32,25¢ (154,170 —
(521,962 (281,06() 8,40:
250,62¢ 33,98: 226,55¢

21,03 — —

92¢ 1,09: 718

5,00( - -
1,602,001 1,215,101 10C
80C 5C 10¢
(1,422,00) (1,313,00) (112,210
(800) (50) (100)



Preferred stock dividends (96) (32 —

Common stock dividends (49,494 (19,85¢) (38,829
Repayment of other borrowings (1) (14,636 (51,000 —
Purchase and retirement of common stock (622) (429) —
Excess tax benefit from stock-based compensation 20E 1,20: _
Net cash provided by (used in) financing activities 392,95:; (132,94 76,33¢

Increase (decrease) in cash and cash equivalents 8,60¢ (334,36 219,63
Cash and cash equivalents at beginning of period 179,56: 513,92 294,28t¢
Cash and cash equivalents at end of period $ 188170 $ 179,56.  $ 513,92

Supplemental Information:

Cash paid during the year for:

Cash paid for interest $ 3,90 $ 5,96: $ 10,20¢
Cash paid for income tax $ 21,23( $ 26,75¢ $ 11,92
Non-cash investing and financing activities

Loans transferred to other real estate owned $ 10,20( $ 18,10( $ 21,627
Share-based consideration issued in business catitia $ 116,90° $ 276,18: $ _

(1) Reclassified to conform to the current persoplfesentation. The reclassification was limitecetooving the separate line item for sales of ced@ther ree
estate owned and including the prior period agtivitthe line item for sales of other real estatd ather personal property owned as well as rengovia
separate line item for repayment of long-term sdimated debt and including prior period activitytiie line item for repayment of other borrowings.

See accompanying Notes to Consolidated Financa¢®ents.
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COLUMBIA BANKING SYSTEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended December 31, 2014 , 2013 andl20

1. Summary of Significant Accounting Policie
Organization

Columbia Banking System, Inc. (the “Corporationiie”, “our”, “Columbia” or the “Company”) is the hding company for Columbia
State Bank (“Columbia Bank” or the “Bank”) and We€Xiast Trust Company, Inc. (“West Coast Trust”)e Bank provides a full range of
financial services through 154 branch locationsluding 78 in the State of Washington, 60 in Oregod 16 in Idaho. West Coast Trust
provides fiduciary, agency, trust and related s®wj and life insurance products. Because the Bamiprises substantially all of the busines
the Corporation, references to the “Company” méanGorporation and the Bank together. The Corpmmasi approved as a bank holding
company pursuant to the Gramm-Leach-Bliley Act @89

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

The Company has applied its accounting policiesestighation methods consistently in all periodsprged in these financial stateme
(to the periods in which they applied), excepttfar adoption of Accounting Standards Update (“ASRUL2-06Subsequent Accounting for an
Indemnification Asset Recognized at the Acquisiflate as a Result of a Governn-Assisted Acquisition of a Financial Institution Januar
1, 2013. As a result of adoption of the ASU, thenpany adjusted the indemnification asset amortimgtieriod to be the term of the FDIC
loss-sharing agreement if it was shorter thanehm bf the acquired loans.

Correction of Immaterial Error Related to Prior Heds

During the year ended December 31, 2014, the Coynpanle a $2.6 million adjustment which increaseerast income on taxable
securities as a result of identifying that the premamortization related to the Company’s mortghgeked securities, as calculated by a third
party provider, was not being amortized utilizingacceptable method under accounting principlesmgdly accepted in the United States. The
adjustment reflects the one-time correction neegdsachange the accounting for premium amortizatibe in conformity with the interest
method. Based upon an evaluation of all relevattbfa, management believes the correcting adjustdiémot have a material impact on the
Company’s current or previously reported results.

Consolidation

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

Cash and cash equivalents

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

Securities

Securities are classified based on managemengstinoh on the date of purchase. All securitiescéassified as available for sale and are
presented at fair value. Unrealized gains or lossesecurities available for sale are excluded fn@nincome but are included as separate
components of other comprehensive income, netxelstaPurchase premiums or discounts on securitakahble for sale are amortized or
accreted into income using the interest method thesterms of the individual securities. The Compperforms a quarterly assessment to
determine whether a decline in fair value below gined cost is other-thatemporary. Amortized cost includes adjustments ntadile cost @
an investment for accretion, amortization, colleetof cash and previous other-than temporary impexit recognized in earnings. Other-than-
temporary impairment exists when it is probablé tha Company will be unable to recover the erdireortized cost basis of the security.
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In performing the quarterly assessment for dehtriges, management considers whether or not thegany expects to recover the
entire amortized cost basis of the security. Intaald management also considers whether it is rikedy than not that it will not have to sell
the security before recovery of its cost basithéf Company intends to sell a security or it isendeely than not it will be required to sell a
security prior to recovery of its cost basis, thére amount of impairment is recognized in eargif§the Company does not intend to sell the
security or it is not more likely than not it wilk required to sell the security prior to recovefijts cost basis, the credit loss component of
impairment is recognized in earnings and impairnassbciated with non-credit factors, such as mdidugtlity, is recognized in other
comprehensive income net of tax. A credit losdésdifference between the cost basis of the sgcamid the present value of cash flows
expected to be collected, discounted at the sgtaugffective interest rate at the date of acqiositThe cost basis of an other-than-temporarily
impaired security is written down by the amouninopairment recognized in earnings. The new cosshasiot adjusted for subsequent
recoveries in fair value. However, the differene¢éween the new amortized cost basis and the casis #xpected to be collected is accreted &
interest income. The total other-theemporary impairment, if any, is presented in tbesolidated statements of income with a reductioritfe
amount of other-than-temporary impairment thaewognized in other comprehensive income, if any.

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

The Company'’s investment in Federal Home Loan BARKLB”) stock is carried at par value because shares can only be redeemed
with the FHLB at par. The Company is required tdrtean a minimum level of investment in FHLB stdo#tsed on specific percentages of its
outstanding mortgages and FHLB advances. Stocknptiens are at the discretion of the FHLB or of @@mpany, upon five years’ prior
notice for FHLB Class B stock or six months noficeFHLB Class A stock to the FHLB. FHLB stock isbgect to recoverability testing per
the Financial Services—Depository and Lending taithe FASB Accounting Standards Codification (‘&$.

Loans

Loans, excluding purchased credit impaired loargganerally carried at the unpaid principal balane¢ of premiums, unearned
discounts and net deferred loan fees. Net deféogedfees include deferred unamortized fees lesstdincremental loan origination costs. Net
deferred loan fees, premiums and unearned discaua@mortized into interest income using eitherititerest method or straight-line method
over the terms of the loans, adjusted for actugh@yments. The amortization is calculated usindrtezest method for all loans except
revolving loans, for which the straight-line methisdised. Interest income is accrued as earned.rEtded to lending activities other than the
origination or purchase of loans are recognizedogénterest income during the period the relatedices are performed.

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

Impaired loans—Loans are considered impaired when based on dunfenmation and events, it is probable that tteenpany will be
unable to collect all amounts due according tocthr@tractual terms of the loan agreement or wheraa has been modified in a troubled debt
restructuring. The assessment for impairment ooshien and while such loans are designated as fidmbper the Company'’s internal risk
rating system or when and while such loans areamraccrual. All nonaccrual loans greater than $5@D#hd all troubled debt restructured
loans are considered impaired and analyzed inddliglon a quarterly basis. Classified loans withoatstanding balance greater than $500,00
are evaluated for potential impairment on a quirteasis.

When a loan with unique risk characteristics hanhidentified as being impaired, the amount of iimpant will be measured by the
Company using discounted cash flows, except whisndiétermined that the remaining source of repayiioe the loan is the operation or
liquidation of the underlying collateral. In thesases, the current fair value of the collateraluoed by costs to sell, will be used in place of
discounted cash flows. As a final alternative,dbservable market price of the debt may be usedgess impairment. Predominantly, the
Company uses the fair value of collateral apprdzesed upon a reliable valuation.
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When the measurement of the impaired loan is less the recorded amount of the loan, an impairnisergcognized by recording a
charge-off to the allowance for loan and leasedess by designating a specific reserve. The Cogipquolicy is to record cash receipts
received on impaired loans first as reductionsriiacipal and then to interest income.

Restructured Loans-A loan is classified as a troubled debt restrunguwhen a borrower is experiencing financial difities that lead
to a restructuring of the loan, and the Companytgraoncessions to the borrower in the restruajuhat it would not otherwise consider.
These concessions may include interest rate reshs;tprincipal forgiveness, extension of maturiyedand other actions intended to minimize
potential losses. Generally, a nonaccrual loanighagstructured remains on nonaccrual status fared of six months to demonstrate that the
borrower can meet the restructured terms. If thedweer’s performance under the new terms is naorably assured, the loan remains
classified as a nonaccrual loan.

Purchased Credit Impaired Loans (“PCl Loans=Loans acquired with evidence of credit deteriamasince origination for which it is
probable that all contractually required paymeritsnet be collected are accounted for under ASG-30,Loans and Debt Securities Acquil
with Deteriorated Credit Quality formerly SOP 03-2ccounting for Certain Loans or Debt Securities ioed in a Transfer In addition,
because of the significant discounts associatedl egttain of the acquired loan portfolios, the Campelected to account for those certain
acquired loans under ASC 310-30.

In situations where such loans have similar riskrabteristics, loans are aggregated into poolstimate cash flows. A pool is accounted
for as a single asset with a single interest @imulative loss rate and cash flow expectation g€igd cash flows at the acquisition date in
excess of the fair value of loans are considerdmktaccretable yield, which is recognized as istareeome over the life of the loan pool using
a level yield method if the timing and amount o fature cash flows of the pool is reasonably esil®. Subsequent to the acquisition date,
any increases in cash flow over those expectedrahpse date in excess of fair value are recordéat@rest income prospectively. Any
subsequent decreases in cash flow over those exbatpurchase date due to credit deteriorationem@nized by recording an allowance for
losses on purchased credit impaired loans. Anyodls of loans, including sales of loans, paymentsll or foreclosures result in the removal
of the loan from the loan pool at the carrying amntou

Unfunded loan commitmentsUnfunded commitments are generally related to jgliagi credit facilities to clients of the Bank angé ao
actively traded financial instruments. These unfthdommitments are disclosed as financial instrusnith off-balance sheet risk in Note 17
in the Notes to Consolidated Financial Statements.

Allowance for Loan and Lease Los:

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

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

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

The Company updates its cash flow projections tocipased credit impaired loans accounted for uA&E 310-30 on a quarterly basis.
Assumptions utilized in this process include prof@ts related to probability of default, loss séwyemprepayment and recovery lag. Projections
related to probability of default and prepaymeset ealculated utilizing a loan migration analysieeTloan migration analysis is a matrix of
probability that is used to estimate the probabdita loan pool transitioning into a particulatidguency state given its delinquency state a
remeasurement date. Loss severity factors are hgmmdeither actual charge-off data within the Ipaols or industry averages and recovery
lags are based upon the collateral within the (oawis.

Any decreases in expected cash flows after theisitign date and subsequent measurement periods@rgnized by recording a
provision for loan losses. See Purchased Creditireg Loans for further discussion.

Allowance for Unfunded Commitments and Lettersretiit

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

Premises and Equipme

Land, buildings, leasehold improvements and equiirage stated at cost less accumulated depreciatidrmmortization. Gains or losses
on dispositions are reflected in current operati@mxpenditures for improvements and major renewsdscapitalized, and ordinary
maintenance, repairs and small purchases are chtrggerating expenses. Depreciation and amddizate computed based on the straight-
line method over the estimated useful lives ofwhgous classes of assets. The ranges of useéd fir the principal classes of assets are as
follows:

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

Capitalized software is stated at cost, less actatediamortization. Amortization is computed ortraight-line basis and charged to
expense over the estimated useful life of the s#wvhich is generally three years. Capitalizedinsar is included in Premises and equipn
net in the consolidated balance sheets.

Other Real Estate Owned

OREO is composed of real estate acquired in satisfaof loans. Properties acquired by foreclosurdeed in lieu of foreclosure are
transferred to OREO and are recorded at fair vigls®e estimated costs to sell, at the date of teadfthe property. If the carrying value
exceeds the fair value at the time of the transiferdifference is charged to the allowance fonlaad lease losses. The fair value of the ORE(
property is based upon current appraisal. Lossggeisult from the ongoing periodic valuation aégh properties are charged to the net cost c
operation of OREOQ in the period in which they atentified. Improvements to the OREO are capitalized holding costs are charged to the
net cost of operation of OREO as incurred.
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FDIC Loss+-sharing Asset

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

Goodwill and Intangibles

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

Intangible assets are evaluated for impairmenteéhés and circumstances indicate a possible imgaitnsuch evaluation of other
intangible assets is based on undiscounted castpflojections. At December 31, 2014 , intangibleegs included on the consolidated balance
sheets principally consists of a core deposit igitsle amortized using an accelerated method witbraginal estimated life 10 years .

Income Taxe

The provision for income taxes includes current defiérred income tax expense on net income adjdstgrermanent and temporary
differences such as interest income on state amicipal securities and affordable housing creditsterred tax assets and liabilities are
recognized for the expected future tax consequenfcesisting temporary differences between therfoial reporting and tax reporting basis of
assets and liabilities using enacted tax laws atabsr The effect on deferred tax assets and tiakilbf a change in tax rates is recognized in
income in the period that includes the enactmetg. dan a quarterly basis, management evaluatesrdéftax assets to determine if these tax
benefits are expected to be realized in futuregpleriThis determination is based on facts and wistances, including the Company’s current
and future tax outlook. To the extent a deferredatsset is no longer considered “more likely thati to be realized, a valuation allowance is
established.

We recognize the tax benefit from uncertain taxtposs only if it is more likely than not that thax positions will be sustained on
examination by the tax authorities, based on tblertieal merits of the position. The tax benefitrisasured based on the largest benefit that h
a greater than 50% likelihood of being realizedruptiimate settlement. We recognize interest anmdhipies related to unrecognized tax ben
in “Provision for income taxes” in the consolidatdtements of income.

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

The Company’s capital structure includes convestfireferred shares, common shares, restricted carshares, common share options,
and during portions of 2014 and 2013, warrantsutclpase common shares. Restricted common shatésgzde in dividends declared on
common shares at the same rate as common shazé=r&d shares participate in dividends declaredoommon shares on an “as if converted”
basis. Accordingly, the Company calculates earnpggscommon share (“EPS”) using the two-class niethraler the Earnings per Share topic
of the FASB ASC. The two-class method is an easalpcation formula that treats a participatingusily as having rights to earnings that
otherwise would have been available to common sladdlers but does not require the presentation sitkend diluted EPS for securities other
than common shares.

71




Table of Contents

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

Share-Based Payment

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

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

Derivatives and Hedging Activiti

In accordance with the Derivatives and Hedgingdapithe FASB ASC, the Company recognizes derieati®s assets or liabilities on -
consolidated balance sheets at their fair value.Gbmpany periodically enters into interest ratetieets with customers and offsetting
contracts with third parties. As these interest @ntracts are not designated as hedges undBethatives and Hedging topic of the FASB
ASC, the changes in fair value of these instrumargsecognized immediately in earnings.

Accounting Pronouncemer
During the year ended December 31, 2014 , theviiig Accounting Standards Updates were issued carbe effective:

In August 2014, the Financial Accounting Standd&dard (“FASB”) issued Accounting Standards UpdagesU™) No. 2014-15,
Disclosure of Uncertainties about an En’s Ability to Continue as a Going Conceifhe Update provides U.S. GAAP guidance on
management’s responsibility in evaluating whetheré is substantial doubt about a company’s alidityontinue as a going concern and abot
related footnote disclosures. For each reportingppgemanagement will be required to evaluate wiiethere are conditions or events that rais
substantial doubt about a company’s ability to Targ as a going concern within one year from the ttae financial statements are issued. Th
new standard is effective for fiscal years, andrimi periods within those fiscal years, beginniftgraDecember 15, 2016. Early adoption is
permitted. The adoption of ASU No. 2014-15 is nqiexted to have a material impact on the Compaoisolidated financial statements.

In June 2014, the FASB issued ASU No. 2014A&ounting for Share-Based Payments When the Tafrars Award Provide That a
Performance Target Could Be Achieved after the RégLServices Perio. The amendments in ASU 2014-12 provide guidance fo
determining compensation cost under specific citamces when an employee is eligible to vest iaveard regardless of whether the
employee is rendering service on the date the pegnce target is achieved. ASU 2014-12 becomestiféefor annual and interim periods
beginning after December 15, 2015 with early adwpgiermitted. As of December 31, 2014 , the Comphdyot have any share-based
payment awards that include performance targetsthdd be achieved after the requisite servicéopgeAs such, the adoption of ASU No.
2014-12 is not expected to have a material impat¢he Company’s consolidated financial statements.

In June 2014, the FASB issued ASU 2014Ré&purchase-to-Maturity Transactions, Repurchaseif@émgs, and DisclosuresThe
amendments in ASU 2014-11 change the accountingefaurchase-to-maturity transactions and linkedirgpase financings to secured
borrowing accounting, which is consistent with aguting for other repurchase agreements. Additignélle amendment requires new
disclosures on transfers accounted for as sakeansactions that are economically similar to repase agreements and requires increased
transparency on collateral pledged in secured bangs. The amendments in this update will be effecior the first interim or annual period
beginning after December 31, 2014, with the exoeptif the collateral disclosures which will be etfee for interim periods beginning after
March 15, 2015. Early application is not permitt€tle Company is currently assessing the impacthiigguidance will have on its
consolidated financial statements, but does noéeihe guidance to have a material impact on tragainy’s consolidated financial
statements.

72




Table of Contents

In May 2014, the FASB issued ASU No. 2014-B@yenue from Contracts with Customef$e guidance in this update supersedes the
revenue recognition requirements in ASC Topic 60venue Recognition, and most industry-specifidguce throughout the industry topics
of the codification. For public companies, this apwill be effective for interim and annual pesdakeginning after December 15, 2016. The
Company is currently assessing the impact thatgthidance will have on its consolidated financtatements, but does not expect the guidanc
to have a material impact on the Company’s conatgidi financial statements.

In April 2014, the the FASB issued ASU No. 2014-B&porting Discontinued Operations and DisclosureBigposals of Components
an Entity.ASU 2014-08 raises the threshold for a disposgLiify as a discontinued operation and requires aisclosures of both
discontinued operations and certain other dispdbatsdo not meet the definition of a discontinoparation. It is effective for annual periods
beginning on or after December 15, 2014. Early #dops permitted but only for disposals that hae¢ been reported in financial statements
previously issued. The Company is assessing thadimgf the new guidance on its consolidated fir@lrstatements, but does not expect the
guidance to have a material impact on the Compasgnisolidated financial statements.

In January 2014, the FASB issued ASU 2014Rx¥lassification of Residential Real Estate Cotiteed Consumer Mortgage Loans
Upon Foreclosure The update clarifies when a creditor would besabered to have received physical possession mferatial real estate
property collateralizing a consumer mortgage laashghat all or a portion of the loan would be degnized and the real estate property
recognized. Under the guidance, a consumer lodaterdlized by residential real estate should btassified to other real estate owned when
(1) the creditor obtains legal title to the resitmproperty or (2) the borrower conveys all imgrin the property to the creditor to satisfy the
loan by completing a deed in lieu of foreclosureianilar agreement. In addition, an entity is regdito disclose the amount of residential real
estate meeting the conditions above, and the redardvestment in consumer mortgage loans securedsigential real estate that are in the
process of foreclosure. ASU 2004-is effective for annual and interim reportingipés within those annual periods, beginning aftecembe
15, 2014. Adoption of the new guidance is not etguto have a significant impact on the Compangissolidated financial statements.

In January 2014, the FASB issued ASU No. 2014Aetounting for Investments in Qualified Affordableusing ProjectsThe update
provides guidance on accounting for investmenta bgporting entity in flow-through limited liabiitentities that manage or invest in
affordable housing projects that qualify for thevimcome housing tax credit. The amendments inudpidate permit the reporting entity to
make an accounting policy election to accounttf®imvestments in qualified affordable housing et using the proportional amortization
method if certain conditions are met. Those nattalg the proportional amortization method would@mt for such investments using the
equity method or cost method. Under the proportian@ortization method, the cost of the investmsrarmortized each reporting period in
proportion to the tax credits received. Under the guidance, classification of the amortization ldathange from noninterest expense to
income tax expense. ASU 2014-01 is effective foruah and interim reporting periods within those @adrperiods, beginning after December
15, 2014. The guidance is to be applied retrospalgtio all periods presented. The Company adoitisdASU prospectively on December 31,
2014 as the retrospective adjustments were notriaatEhe net investment balance at December 314 2@as $7.3 million . The amount of
affordable housing tax credits recognized during2@as $1.5 million . Using the proportional anmzation method, the amount recognized as
a component of income tax expense for 2014 wasi®lion , inclusive of the adjustment made to remove tlewipusly recorded deferred t
asset. Prior to adopting this guidance, the Companpunted for such investments using the equityode Under the equity method, the
Company would have recognized $1.1 million as apament of other noninterest expense. Adoption isfASU did not have a material
impact on the Company's consolidated financiakstants.

2. Business Combinations

Intermountain Community Bancorp

On November 1, 2014 , the Company completed itgiaitipn of Intermountain Community Bancorp andvitsolly-owned banking
subsidiary Panhandle State Bank ("Intermountaiftie Company acquired 100% of the voting equityregts of Intermountain. The primary
reason for the acquisition was to expand the Cogipayeographic footprint into the state of Idahmsgistent with its ongoing growth strategy.
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The assets acquired and liabilities assumed hesa Accounted for under the acquisition methododanting (formerly the purchase
method). The assets and liabilities, both tangginié intangible, were recorded at their estimated/édues as of the November 1, 2014
acquisition date. Initial accounting for deferredds was incomplete as of December 31, 2014. Tliatncurrently recognized in the financ
statements has been determined provisionally aréleintermountain Community Bancorp tax retuasot yet been completed. The
application of the acquisition method of accountiegulted in the recognition of goodwill of $38.@limn and a core deposit intangible of
$10.9 million , or 1.75% of core deposits. The geildepresents the excess purchase price oveestimated fair value of the net assets
acquired. The goodwill is not deductible for incotag purposes.

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

November 1, 2014

(in thousands)

Purchase price as of November 1, 2014 $ 131,93!
Recognized amounts of identifiable assets acquirethd (liabilities assumed), at fair value:
Cash and cash equivalents $ 47,28:¢
Investment securities 299,45(
Federal Home Loan Bank stock 2,12¢
Acquired loans 502,59!
Interest receivable 4,65¢€
Premises and equipment 20,69¢
Other real estate owned 2,752
Core deposit intangible 10,90(
Other assets 35,35!
Deposits (736,79)
Other borrowings (22,90¢)
Securities sold under agreements to repurchase (59,049
Other liabilities (13,729
Total fair value of identifiable net assets 93,35(
Goodwill $ 38,58t

See Note 10, Goodwill and Other Intangible Asdetsfurther discussion of the accounting for godtlamd other intangible assets.

The operating results of the Company include treraing results produced by the acquired assetassuimed liabilities for the period
November 1, 201to December 31, 2014. Disclosure of the amounhigrimountain’s revenue and net income (excluditegiration costs)
included in Columbia’s consolidated income statenempracticable due to the integration of theigions and accounting for this
acquisition.
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The following table presents certain unauditedfprma information for illustrative purposes onlgr the years ended December 31,
2014 and 2013 as if Intermountain had been acqoinethnuary 1, 2013. This unaudited estimatedgmod financial information combines
the historical results of Intermountain with thengmany’s consolidated historical results and inctudertain adjustments reflecting the
estimated impact of certain fair value adjustmémnitshe respective periods. The pro forma informmis not indicative of what would have
occurred had the acquisition occurred on Janua2p13. In particular, no adjustments have been nmdéminate the impact of other-than-
temporary impairment losses and losses recognizedeosale of securities that may not have beeassacy had the investment securities bee
recorded at fair value as of January 1, 2013. Tfidited pro forma information does not considgr @rmanges to the provision for credit
losses resulting from recording loan assets awtdire. Additionally, Columbia expects to achieuglier operating cost savings and other
business synergies, including revenue growth,rasult of the acquisition which are not reflectedhie pro forma amounts that follow. As a
result, actual amounts would have differed fromuhaudited pro forma information presented.

Unaudited Pro Forma
Years Ended December 31,
2014 2013

(in thousands except per share)

Total revenues (net interest income plus noninténesme) $ 397,15; $ 360,65!
Net income $ 85,93¢ § 72,587
Earnings per share - basic $ 1.5¢ $ 1.32
Earnings per share - diluted $ 158 % 1.31

The following table shows the impact of the acdigsirelated expenses related to the acquisitidntefmountain for the periods
indicated to the various components of nonintezgpense:

Year ended December 31,
2014

(in thousands)

Noninterest Expense

Compensation and employee benefits $ 2,071
Occupancy 44
Advertising and promotion 464
Data processing and communications —
Legal and professional fees 2,11«
Other 197

Total impact of acquisition-related costs to nosiast expense $ 4,89¢

West Coast Bancorp

On April 1, 2013, the Company completed its adtjois of West Coast Bancorp (“West Coast”). The @amy paid $540.8 million in
total consideration to acquire 100% of the votingity interests of West Coast. The primary reasuwritfe acquisition was to expand the
Company’s geographic footprint consistent withoitgjoing growth strategy. The fair value of the atets acquired totaled $312.4 million ,
including $1.88 billion of deposits, $1.41 billiaf loans and $15.3 million of other intangible dass&oodwill of $228.4 million was recorded
as part of the acquisition. The goodwill is not detible for income tax purposes.

The operating results of the Company include treraing results produced by the acquired assetassuimed liabilities for the period
April 1, 2013 to December 31, 2014. Disclosurehef amount of West Coast’s revenue and net incordu@ing integration costs) included in
Columbia’s consolidated income statement is imjizabte due to the integration of the operations asbunting for this acquisition.
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The following table presents certain unauditedfprma information for illustrative purposes onlgy the years ended December 31,
2013 and 2012 as if West Coast had been acquirddrarary 1, 2012. The unaudited estimated pro famfoamation combines the historical
results of West Coast with the Company’s consddiddtistorical results and includes certain adjustsieeflecting the estimated impact of
certain fair value adjustments for the respectiméqals. The pro forma information is not indicatofewhat would have occurred had the
acquisition occurred on January 1, 2012. In pddigcuno adjustments have been made to eliminatarthact of other-than-temporary
impairment losses and losses recognized on thevtakeurities that may not have been necessaryhigsidvestment securities been recorded
at fair value on January 1, 2012. The unauditedgnma information does not consider any changébkdrovision for credit losses resulting
from recording loan assets at fair value. AdditignaColumbia expects to achieve further operatingt savings and other business synergies,
including revenue growth, as a result of the adtjoswhich are not reflected in the pro forma amtsithat follow. As a result, actual amounts
would have differed from the unaudited pro formf@imation presented.

Unaudited Pro Forma
Years Ended December 31,

2013 2012

(in thousands except per share)
Total revenues (net interest income plus noninténesme) $ 337,71 $ 420,16
Net income $ 76,49¢ $ 91,26:
Earnings per share - basic $ 1.5C $ 1.7¢
Earnings per share - diluted $ 14¢ % 1.74

The following table shows the impact of the acdigsirelated expenses related to the acquisitioest Coast for the periods indicated
to the various components of noninterest expense:

Years ended December 31,
2014 2013 2012

(in thousands)

Noninterest Expense

Compensation and employee benefits $ 79¢ $ 8,44( % —
Occupancy 69¢€ 4,684 —
Advertising and promotion — 871 2
Data processing and communications 684 767 —
Legal and professional fees 382 4,76¢ 1,76(
Other 1,97¢ 5,95¢ 18

Total impact of acquisition-related costs to noaiast expense $ 453¢ % 25,48t 3 1,78(

3. Cash and Cash Equivalent

The Company is required to maintain an averageavedmlance with the Federal Reserve Bank or miaistach reserve balance in the
form of cash. The average required reserve baltmdbe years ended December 31, 2014 and 201&p@eximately $47.4 million an®36.3
million , respectively, and was met by holding casld maintaining an average balance with the FeBeserve Bank.

4, Securities

At December 31, 2014 the Company’s securities pliotprimarily consisted of securities issued by thS. government, U.S.
government agencies, U.S. government-sponsorecdpeists and state and municipalities. All of thex@any’s mortgage-backed securities
and collateralized mortgage obligations are isdned.S. government agencies and U.S. governmemtsgped enterprises and are implicitly
guaranteed by the U.S. government. The Companyibadher issuances in its portfolio which exceegedpercent of shareholders’ equity.
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The following table summarizes the amortized ogigiss unrealized gains and losses and the resédiingalue of securities available {
sale:

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

December 31, 2014 (in thousands)
U.S. government agency and government-sponsoredpeise

mortgage-backed securities and collateralized rageg

obligations $ 1,160,370 % 10,21¢ % (8,21) $ 1,162,38
State and municipal securities 483,57¢ 14,43: (1,526 496,48:
U.S. government agency and government-sponsoredpeise

securities 416,91¢ 85¢€ (4,069 413,70t
U.S. government securities 20,91( — (@17 20,49¢
Other securities 5,28¢ 20 (123 5,181

Total $ 2,087,060 % 25527 % (14,339 $ 2,098,25

December 31, 2013
U.S. government agency and government-sponsoredpeise

mortgage-backed securities and collateralized raggg

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

securities 335,67: 434 (10,06¢) 326,03¢
U.S. government securities 21,08: — (967) 20,11«
Other securities 5,28¢ 27 (23) 5,08(

Total $ 1,680,49 $ 2255, % (38,93) $ 1,664,11

Proceeds from sales of securities available-foe-gsare $63,292 thousand , $166,881 thousand and@&®&ousand for the years ended
December 31, 2014 , 2013 and 2012 , respectivély.fdllowing table provides the gross realized gaind losses on the sales and calls of

securities for the periods indicated:

Gross realized gains
Gross realized losses

Net realized gains

The scheduled contractual maturities of investrsentrities available for sale at December 31, 20&4resented as follows:

Due within one year

Due after one year through five years
Due after five years through ten years
Due after ten years

Other securities with no stated maturity

Total investment securities available-for-sale

Years Ended December 31,

2014 2013 2012
(in thousands)
$ 55 $ 63z $ 4,44
(D) (170 (719
$ 55z % 46z $ 3,73
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December 31, 2014

Amortized Cost

Fair Value

(in thousands)

$ 18,87: $ 19,02¢
426,53. 426,03!
534,51! 537,17!
1,101,86! 1,110,83

5,28¢ 5,181

$ 2,087,060 $ 2,098,25
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The following table summarizes the carrying val@isexurities pledged as collateral to secure pu#jgosits, borrowings and other
purposes as permitted or required by law:

December 31, 2014  December 31, 2013

(in thousands)

Washington and Oregon State to secure public deposi $ 328,400 $ 277,01
Federal Reserve Bank to secure borrowings 41,14¢ 42,69
Other securities pledged 157,09 43,08:

Total securities pledged as collateral $ 526,64 $ 362,78

The following tables show the gross unrealizeddesand fair value of the Company’s investments wittealized losses that are not
deemed to be other-than-temporarily impaired, agapesl by investment category and length of timeitidividual securities have been in a
continuous unrealized loss position at DecembeRB14 and 2013 :

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

December 31, 2014 (in thousands)
U.S. government agency and government-sponsored

enterprise mortgage-backed securities and collaeda

mortgage obligations $  258,82! $ (1,287) $ 279,01 $ (6,924 $  537,84( (8,21))
State and municipal securities 71,02¢ (5439) 44,14¢ (982) 115,17- (1,52%
U.S. government agency and government-sponsored

enterprise securities 105,25( (51¢) 216,22: (3,55)) 321,47: (4,069)
U.S. government securities — — 19,45( 41y 19,45( 41y
Other securities 2,31% 2 2,83¢ (221) 5,147 (123)

Total $ 437,41 $ (2,350 $  561,66¢ $ (11,989 $  999,08: $ (14,339

December 31, 2013
U.S. government agency and government-sponsored

enterprise mortgage-backed securities and collateda

mortgage obligations $ 492,92 $ (10,99) $  121,30¢ $ (12,689 $ 614,22 $ (23,67Y)
State and municipal securities 112,40( (3,06¢) 13,81t (923) 126,21! (3,997)
U.S. government agency and government-sponsored

enterprise securities 260,00: (8,067) 28,44 (2,009 288,44¢ (10,06¢)
U.S. government securities 20,11« (967) — — 20,11« (967)
Other securities 2,257 (58) 2,78¢ a73) 5,04( (231)

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

At December 31, 2014 , there were 125 U.S. govemhmgency and government-sponsored enterprise aggtgacked securities and
collateralized mortgage obligations securitiesriruarealized loss position, of which 43 were iratmuous loss position for 12 months or
more. The decline in fair value is attributableb@nges in interest rates relative to where thesestments fall within the yield curve and their
individual characteristics. Because the Companys o currently intend to sell these securitiesdu®s the Company consider it more likely
than not that it will be required to sell thesewsées before the recovery of amortized cost hagisch may be upon maturity, the Company
does not consider these investments to be othartdmaporarily impaired at December 31, 2014 .

At December 31, 2014 , there were 95 state andaipatigovernment securities in an unrealized lasstipn, of which 44 were in a
continuous loss position for 12 months or more. heealized losses on state and municipal secsisitére caused by interest rate changes ol
widening of market spreads subsequent to the psecbithe individual securities. Management moasifmrblished credit ratings of these
securities for adverse changes. As of Decembe2@®4 none of the rated obligations of state andllgovernment entities held by the
Company had a below investment grade credit raBegause the credit quality of these securitiesrarestment grade and the Company does
not currently intend to sell these securities mmesdthe Company consider it more likely than nat thwill be required to sell these securities
before the recovery of amortized cost basis, whiely be upon maturity, the Company does not consiese investments to be other-than-
temporarily impaired at December 31, 2014 .

At December 31, 2014 , there were 34 U.S. governmgency and government-sponsored enterprise fesur an unrealized loss
position, of which 17 were in a continuous lossifias for 12 months or more. The decline in faituais
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attributable to changes in interest rates relativehere these investments fall within the yieldveuand their individual characteristics. Bect
the Company does not currently intend to sell tlsesririties nor does the Company consider it nikedylthan not that it will be required to
sell these securities before the recovery of amertcost basis, which may be upon maturity, the @y does not consider these investment
to be other-than-temporarily impaired at Decemligr2®14 .

At December 31, 2014 , there were two U.S. goventreecurities in an unrealized loss position, lwdttvhich were in a continuous loss
position for 12 months or more. The decline in faitue is attributable to changes in interest regéstive to where these investments fall wil
the yield curve and their individual characteristiBecause the Company does not currently intesdltdthese securities nor does the Compar
consider it more likely than not that it will begudred to sell these securities before the recoséamortized cost basis, which may be upon
maturity, the Company does not consider these tmargts to be other-than-temporarily impaired atddeiser 31, 2014 .

At December 31, 2014 , there were two other saearih an unrealized loss position, of which ongusity, a mortgage-backed securities
fund was in a continuous unrealized loss posit@rilR months or more. The decline in fair valuatisibutable to changes in interest rates anc
the additional risk premium investors are demandimgnvestment securities with these charactesstfhe Company does not consider this
investment to be other-than-temporarily impaireBatember 31, 2014 as it has the intent and aldityold the investment for sufficient time
to allow for recovery in the market value.

Securities Deemed to be Other-Than-Temporarily inega

During the fourth quarter of 2012, the Company ezt full payment on a municipal bond that was dateed to be other-than-
temporarily impaired during 2011 for which the Camp recorded impairment of $3.0 million in 2011 €T2012 gain related to this security is
recorded in the line itedmvestment securities gains(losses),inghe Consolidated Statements of Income.

5. Loans

The Company'’s loan portfolio includes originated gurchased loans. Originated loans and purchased for which there was no
evidence of credit deterioration at their acquisitdate and it was probable that we would be abt®liect all contractually required payments
are referred to collectively as loans, excludingchased credit impaired loans. Purchased loanstiarh there was, at acquisition date,
evidence of credit deterioration since their orggian and it was probable that we would be unableotlect all contractually required payme
are referred to as purchased credit impaired laan$ClI loans.”

The following is an analysis of the loan portfatip major types of loans (net of unearned income):

December 31, 2014 December 31, 2013
Loans, Loans,
excluding PCI excluding PCI
loans PCI Loans Total loans PCI Loans Total

(in thousands)

Commercial business $ 211956/ $ 44,50 $ 2,164,07! $ 1,561,78 $ 60,94: $ 1,622,72
Real estate:

One-to-four family residential 175,57: 26,99! 202,56¢ 108,31 33,94 142,26
Commercial and multifamily residential 2,363,54. 128,76 2,492,311 2,080,07 154,19: 2,234,26
Total real estate 2,539,11. 155,76: 2,694,87. 2,188,39 188,13« 2,376,52

Real estate construction:
One-to-four family residential 116,86t 4,021 120,88" 54,15¢ 13,318 67,46¢
Commercial and multifamily residential 134,44 2,321 136,76¢ 126,39( 5,37: 131,76
Total real estate construction 251,30¢ 6,342 257,65! 180,54! 18,68¢ 199,23:
Consumer 364,18: 23,97 388,15’ 357,01« 30,08:¢ 387,09
Less: Net unearned income (59,379 — (59,379 (68,287) — (68,28:)
Total loans, net of unearned income 5,214,79. 230,58 5,445,37: 4,219,45 297,84! 4,517,29
Less: Allowance for loan and lease losses (53,23)) (16,33¢) (69,569 (52,28() (20,179 (72,45¢)
Total loans, net $ 516156 $ 214,24 $ 5,375,80! $ 4,167,17 $ 277,67 $ 4,444,84.
Loans held for sale $ 1,116 $ —  $ 111 $ 73E S — 3 73t

At December 31, 2014 and 2013 , the Company hadaterial foreign activities. Substantially all bEtCompany’s loans and unfunded
commitments are geographically concentrated isgtsice areas within the states of Washington, @regnd Idaho.
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The Company has granted loans to officers and ireof the Company and related interests. Thesmgslare made on the same terms,
including interest rates and collateral, as thaseailing at the time for comparable transactioiith wnrelated persons and do not involve mor
than the normal risk of collectability. The aggresgdollar amount of these loans was $13.2 milliod $14.2 million at December 31, 2014 anc
2013, respectively. During 2014 , advances ortedlparty loans totaled $5.7 million and repaymentselated party loans totaled $6.7
million .

At December 31, 2014 and 2013 , $1.08 billidrcommercial and residential real estate loan®wwérdged as collateral on Federal Hc
Loan Bank advances. The Company has also pleddge@ #llion and $45.2 million of commercial loarsthe Federal Reserve Bank for
additional borrowing capacity at December 31, 28t4d 2013 , respectively.

Nonaccrual loans totaled $31.4 million and $34.0ioni at December 31, 2014 and 2013 , respectividhe amount of interest income
foregone as a result of these loans being placewnaccrual status totaled $2.2 million for 20$2.9 million for 2013 and $3.4 million for
2012 . There were $1.4 million in loans 90 day< gdas and still accruing interest as of Decembe2814 and no loans 90 days past due and
still accruing interest as of December 31, 2013 D&cember 31, 2014 and 2013, there were $34&#msbiand $28 thousand , respectively, o
commitments of additional funds for loans accouritgdn a nonaccrual basis.

The following is an analysis of nonaccrual loaneBBecember 31, 2014 and 2013 :

December 31, 2014 December 31, 2013
Recorded Unpaid Principal Recorded Unpaid Principal
Investment Balance Investment Balance
Nonaccrual Nonaccrual Nonaccrual Nonaccrual
Loans Loans Loans Loans

(in thousands)
Commercial business:

Secured $ 16,65 % 21,457 % 12,43: % 19,18t¢
Unsecured 247 26¢ 17€ 20z
Real estate:
One-to-four family residential 2,82 5,68( 2,661 4,67¢
Commercial and multifamily residential:
Commercial land 821 1,11z 442 78:
Income property 3,20( 5,521 4,267 5,38:
Owner occupied 3,82¢ 5,83 6,334 7,48¢

Real estate construction:
One-to-four family residential:

Land and acquisition 95 112 3,24¢ 6,601
Residential construction 37C 37C 45¢ 1,92¢
Commercial and multifamily residential:
Owner occupied 48C 48¢ — —
Consumer 2,93¢ 3,93( 3,991 6,187
Total $ 31,35 % 4477 34,01t $ 52,43¢
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Loans, excluding purchased credit impaired loans

The following is an aging of the recorded investingrthe loan portfolio as of December 31, 2014 aad3 :

Greater
30-59 60 - 89 than 90
Current Days Days Days Past Total Nonaccrual
Loans Past Due Past Due Due Past Due Loans Total Loans
December 31, 2014 (in thousands)
Commercial business:
Secured $ 2,004,411 $ 5137 $ 6,14¢ $ 137 % 12,65¢ % 16,55. $ 2,033,62
Unsecured 79,66: 18t — — 18E 247 80,09:
Real estate:
One-to-four family residential 167,19 1,70¢ 45 _ 1,74t 2,82; 171,76
Commercial and multifamily residential:
Commercial land 187,47( 1,45¢ 34 = 1,48¢ 821 189,77
Income property 1,294,98 3,031 78€ — 3,813 3,20 1,301,99
Owner occupied 839,68! 937 28¢ = 1,22¢ 3,82¢ 844,74
Real estate construction:
One-to-four family residential:
Land and acquisition 15,46 952 - - 958 95 16,51
Residential construction 97,82: 32¢ _ 4 33C 37¢ 98,52:
Commercial and multifamily residential:
Income property 73,78: — — — — — 73,78
Owner occupied 57,47( — 994 — 994 48C 58,94«
Consumer 341,03: 93¢ 11¢ 1C 1,061 2,93¢ 345,03.
Total $ 5,158,98 $ 14,65¢ $ 8,41t $ 138 $ 24,457  $ 31,35 $ 5,214,79
Greater
30-59 60 - 89 than 90
Current Days Days Days Past Total Nonaccrual
Loans Past Due Past Due Due Past Due Loans Total Loans
December 31, 2013 (in thousands)
Commercial business:
Secured $ 145782 $ 12711 $ 681 $ — $ 1339« $  1243: $ 148364
Unsecured 72,25¢ 15€ 17 — 172 17€ 72,60
Real estate:
One-to-four family residential 100,59 1,99: 641 — 2,63 2,661 105,89:
Commercial and multifamily residential:
Commercial land 142,03 = 35¢ = 35¢ 447 142,83
Income property 1,138,73 144 3,28¢ — 3,43¢ 4,267 1,146,43
Owner occupied 749,56 4,714 — — 4,71¢ 6,33¢ 760,60!
Real estate construction:
One-to-four family residential:
Land and acquisition 8,22t 19¢ - - 19¢ 3,24¢ 11,67(
Residential construction 41,53 _ — — — 45¢ 41,99:
Commercial and multifamily residential:
Income property 86,52: _ — — — — 86,52:
Owner occupied 38,91¢ — — — — — 38,91¢
Consumer 322,68! 83¢ 82:% — 1,65¢ 3,991 328,33-
Total $ 4,15887 $ 20,75«  $ 580¢ $ — 3 26,56 $ 34,01 $ 4,21945
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The following is an analysis of the impaired logsse Note 1) as of December 31, 2014 and 2013 :

December 31, 2014
Commercial business:
Secured
Unsecured
Real estate:

One-to-four family residential

Commercial and multifamily residential:

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

Residential construction

Commercial and multifamily residential:

Income property
Owner occupied
Consumer

Total

December 31, 2013

Commercial business:
Secured
Unsecured
Real estate:

One-to-four family residential

Commercial and multifamily residential:

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

Residential construction

Commercial and multifamily residential:

Income property
Owner occupied
Consumer

Total

ﬁf;;:g:gt Impaired Loans With Impaired Loans Without
Recorded Investment of Loans Recorded Allowance Recorded Allowance
of Loans Individually
Collectively Measured Measured for Unpaid Unpaid
for Contingency Specific Recorded Principal Related Recorded Principal
Provision Impairment Investment Balance Allowance Investment Balance
(in thousands)
$ 2,023,10: $ 10,52« 98 $ 9¢ $ 25 10,42¢ $  12,41(
80,09: 2 2 2 2 — —
169,61¢ 2,14% 42¢ 46t 12C 1,721 2,37(
189,77¢ — — — — — —
1,295,65! 6,34¢ — — — 6,34¢ 10,72(
835,89! 8,84¢ 582 582 27 8,26¢ 12,73:
16,40: 10¢ 10¢ 10¢ 67 — —
98,52: — — — — — —
73,78¢ — — — — — —
58,94« — — — — — —
344,90¢ 124 — — — 124 201
$ 5,186,69! $ 28,09¢ 1,21¢€ $ 1,255 $ 241 26,88! $ 38,43!
ﬁfggﬁ:gt Impaired Loans With Impaired Loans Without
Recorded Investment of Loans Recorded Allowance Recorded Allowance
of Loans Individually
Collectively Measured Measured for Unpaid Unpaid
for Contingency Specific Recorded Principal Related Recorded Principal
Provision Impairment Investment Balance Allowance Investment Balance
(in thousands)
$ 1,478,56! $ 5,08i 2,86¢ $ 2,88t $ 34:Z 2,22] $ 2,56(
72,56¢ 83 85 85 35 = =
104,27 1,62( 44z 47¢ 13¢€ 1,17¢ 2,11¢
142,71¢ 11¢ — — — 11¢ 39¢
1,140,01 6,41 91¢ 93¢ 26 5,49¢ 7,88t
749,60: 11,00¢ 3,80z 3,811 1,07: 7,20¢ 10,46«
9,72¢ 1,94« 113 112 71 1,831 2,587
41,99: = = = = = =
86,52 — — — — — —
38,91¢ — e e — e e
328,16 167 22 27 4 144 21C
$ 4,193,06: $ 26,38¢ 8,19¢ $ 8,28¢ $ 1,69( 18,19( $ 26,22
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The following table provides additional information impaired loans for the years ended Decembe2(@®4 , 2013 and 2012 :

Commercial business
Secured
Unsecured

Real estate:

One-to-four family
residential

Commercial &
multifamily residential

Commercial land
Income property
Owner occupied
Real estate construction:

One-to-four family
residential

Land and acquisitior

Residential
construction

Commercial &
multifamily residential

Income property
Consumer

Total

Year ended December 31, 2014

Year Ended December 31, 2013

Year ended December 31, 2012

Interest
Average Recorded Recognized
Investment on
Impaired Loans Impaired Loans

Interest
Average Recorded Recognized
Investment on
Impaired Loans Impaired Loans

Interest
Average Recorded Recognized
Investment on

Impaired Loans Impaired Loans

(in thousands)

$ 7,345 $ 36 $ 5,63¢ $ 19 $ 8,97¢ $ 9
19 1 61 3 11z 6

2,09 49 1,66¢ 63 2,13( —

82 — 1,691 — 3,12 —

6,78z 27¢ 8,91( 23¢ 7,89 77

9,47: 95€ 10,77¢ 971 13,31 1,00

694 6 2,62 6 4,46¢ —

— — 42( — 3,22 11

— — — — 3,16¢ —

147 9 252 6 1,11z 7

$ 26,63t $ 1,327 $ 32,03¢ $ 1,30¢ $ 4752 $ 1,11
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The following is an analysis of loans classifiedrasibled debt restructurings (“TDR”") for the yearsded December 31, 2014 , 2013 and
2012 :

Year ended December 31, 2014 Year Ended December 31, 2013 Year ended December 31, 2012
Pre- Post- Pre- Post- Pre- Post-
Modification Modification Modification Modification Modification Modification
Outstanding Outstanding Outstanding Outstanding Outstanding Outstanding
Number of TDR Recorded Recorded Number of TDR Recorded Recorded Number of TDR Recorded Recorded
Modifications Investment Investment Modifications Investment Investment Modifications Investment Investment

(dollarsin thousands)

Commercial business:

Secured 4 % 75¢ % 75¢ 2 % 19C % 19C 1 % 198 % 194
Real estate:

One-to-four family

residential 2 494 494 1 112 112 — — —

Commercial and
multifamily residential:

Commercial land — — — 1 137 137 — — —
Income property 1 142 12¢ 4 1,18¢ 1,18¢ 1 4,27¢ 2,65(
Owner occupied 1 1,49¢ 1,49¢ 1 172 172 — — —

Real estate construction:
One-to-four family

residential:
Land and
acquisition — — — 1 117 117 — — —
Consumer — — — 2 53 53 — — —
Total 8 $ 2,89 % 2,87¢ 12 $ 1,96¢ $ 1,96¢ 2 3 4,47 % 2,84¢

The Company’s loans classified as TDR are loanshiénee been modified or the borrower has been gdasppecial concessions due to
financial difficulties, that if not for the challges of the borrower, the Company would not othexwinsider. The Company had no
commitments to lend additional funds on loans dii@ssas TDR as of December 31, 2014 and 2013 .TIDR modifications or concessions
are made to increase the likelihood that theseolanrs with financial difficulties will be able t@8sfy their debt obligations as amended. C
losses for loans classified as TDR are measurddeosame basis as impaired loans. For impaired)a@anallowance is established when the
collateral value less selling costs (or discouri@sh flows or observable market price) of the imgzhloan is lower than the recorded
investment of that loan. The Company did not hawelaans modified as TDR that defaulted within 1@nths of being modified as TDR
during the years ended December 31, 2014 , 2048 2@12 .

Purchased Credit Impaired Loans (“PCIl Loans”)

PCI loans are accounted for under ASC 310-30 aitidlip measured at fair value based on expectéaréucash flows over the life of the
loans. Loans that have common risk characteriatiesaggregated into pools. The Company remeasonésactual and expected cash flows, at
the pool-level, on a quarterly basis.

Contractual cash flows are calculated based upsfotin pool terms after applying a prepayment fa@alculation of the applied
prepayment factor for contractual cash flows isshme as described below for expected cash flows.

Inputs to the determination of expected cash flmekide cumulative default and prepayment dataelas loss severity and recovery
lag information. Cumulative default and prepayndsit are calculated via a transition matrix. Thedition matrix is a matrix of probability
values that specifies the probability of a loanlgmansitioning into a particular delinquency stéteg. 0-30 days past due, 31 to 60 days, etc.)
given its delinquency state at the remeasuremeat Hass severity factors are based upon eitheabcharge-off data within the loan pools or
industry averages and recovery lags are basedthparollateral within the loan pools.
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The excess of cash flows expected to be collectedtbe initial fair value of acquired impaired fhsais referred to as the accretable yielc
and is accreted into interest income over the edéchlife of the acquired loans using the effectiidd method. Other adjustments to the
accretable yield include changes in the estimagathiing life of the acquired loans, changes ireetgd cash flows and changes of indices fo
acquired loans with variable interest rates.

The following is an analysis of our PCI loans, oktelated allowance for losses as of DecembefB14 and 2013 :

December 31, 2014 December 31, 2013
(in thousands)
Commercial business $ 50,33: % 72,87(
Real estate:
One-to-four family residential 31,98 41,64:
Commercial and multifamily residential 140,39¢ 170,87¢
Total real estate 172,37¢ 212,52:
Real estate construction:
One-to-four family residential 4,35: 14,78:
Commercial and multifamily residential 2,58¢ 6,86¢
Total real estate construction 6,941 21,65(
Consumer 26,81 34,10:
Subtotal of purchased credit impaired loans 256,46¢ 341,14.
Less:
Valuation discount resulting from acquisition aceting 25,88¢ 43,29'
Allowance for loan losses 16,33¢ 20,17¢
PCI loans, net of valuation discounts and allowdocéoan losses $ 214,24¢ $ 277,67.

The following table shows the changes in accretgiglel for acquired loans for the years ended Ddrad1, 2014 , 2013, and 2012 :

Years Ended December 31,
2014 2013 2012

(in thousands)

Balance at beginning of period $ 103,900 $ 166,88t $ 259,66
Accretion (36,06¢) (51,81¢) (86,677)
Disposals (3,386 (6,89¢) (12,856
Reclassifications from nonaccretable difference 9,39¢ (4,267 6,74¢
Balance at end of period $ 73,84¢ $ 103,90° $ 166,88t

The Company did not acquire any loans accountedrider ASC 310-30 during 2014 or 2013 .

6. Allowance for Loan and Lease Losses and Unfunded @onitments and Letters of Credil

Loans, excluding PCI loans

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

1.
2.

General valuation allowance consistent with thetl®gencies topic of the FASB AS

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

The unallocated allowance provides for othetdis inherent in our loan portfolio that may natb been contemplated in the
general and specific components of the allowanbés @inallocated amount generally comprises less 364 of the allowance. The
unallocated amount is reviewed quarterly basedeands in credit losses, the results of credit siand overall economic trends.
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The general valuation allowance is calculated guigrtising quantitative and qualitative informatimmout specific loan classes. The
minimum required level with respect to which anitgrdevelops a methodology to determine its allogeafor loan and lease losses is by
general categories of loans, such as commerciahldss real estate, and consumer. However, the @oyigomethodology in determining its
allowance for loan and lease losses is preparadnore detailed manner at the loan class levédizing specific categories such as commercia
business secured, commercial business unsecuateéstate commercial land, and real estate incaoyepty multifamily. The quantitative
information uses historical losses from a spedifés) class and incorporates the loan’s risk ratiigyation from origination to the point of loss
based upon the consideration of an appropriate hagk period.

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

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

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

We have used the same methodology for ALLL caléuatduring 2014 , 2013 and 2012 . Adjustmenthiéopercentages of the ALLL
allocated to loan categories are made based odstreith respect to delinquencies and problem ledtisn each class of loans. The Company
reviews the ALLL quantitative and qualitative mediotogy on a quarterly basis and makes adjustmemésappropriate. The Company
continues to strive towards maintaining a consé@rgapproach to credit quality and will continuent@ke revisions to our ALLL as necessary
to maintain adequate reserves. The Company carefdhitors the loan portfolio and continues to eagbe the importance of credit quality.

Once it is determined that all or a portion of anldalance is uncollectable, and the amount caedsmnably estimated, the uncollectabls
portion of the loan is charged-off.

PCI Loans

Purchased credit impaired loans that have comnsfirchiaracteristics are aggregated into loan puéhen required, we record
impairment, at the pool-level, to adjust the pooksrying value to its net present value of expétkure cash flows. Quarterly, we re-measure
expected loan pool cash flows. If, due to crediederation, the present value of expected cashdlis less than carrying value, we reduce the
loan pool’s carrying value by adjusting the allowarfior loan losses with an impairment charge taiegs which is recorded as provision for
loan losses. If credit quality improves and thespre value of expected cash flows exceeds carmahge, we increase the loan pool’s carrying
value by recapturing previously recorded allowaiocdoan losses, if any. See Note 5, Loans, foihierr discussion of the accounting for PCI
loans.

Credit losses attributable to draws on purchaseditcimpaired loans, advanced subsequent to tlredoechase date, are accounted for
under ASC 450-20 and those amounts are also subjdut Company’s internal and external crediteeviAn allowance for loan losses is
estimated in a similar manner as the loan portf@ialuding PCI loans, and a provision for loarstssis charged to earnings as necessary.
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The following tables show a detailed analysis efa@liowance for loan and lease losses for loanthéoyears ended December 31, 2014
2013 and 2012 :

Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation
Year ended December 31, 2014 (in thousands)
Commercial business:
Secured $ 31,027 % (4,159 $ 26371 $ (358) $ 2592 % 25 % 25,89¢
Unsecured 69€ (130) 37C 9 927 2 92t
Real estate:
One-to-four family residential 1,252 (230) 15¢ 1,10C 2,281 12C 2,161
Commercial and multifamily residential:
Commercial land 48¢ (29) 70 26¢ 79¢ — 79¢
Income property 9,23¢ (1,939 81¢ 1,04( 9,15¢ — 9,15¢
Owner occupied 3,60¢ (2,030) 51 2,381 5,001 27 4,98(
Real estate construction:
One-to-four family residential:
Land and acquisition 61C — 74C (153 1,197 67 1,13(
Residential construction 822 — 1,19(C (152) 1,86( — 1,86(
Commercial and multifamily residential:
Income property 28t — — 337 622 — 622
Owner occupied 58 — — 37¢ 434 — 434
Consumer 2,54 (2,779 1,35z 2,05¢ 3,18( — 3,18(
Purchased credit impaired 20,17« (14,43¢) 7,721 2,87 16,33¢ — 16,33¢t
Unallocated 1,65¢ = — 18¢ 1,84« — 1,84¢
Total $ 72,45 % (24,727 % 15,11 $ 6,727 % 69,56¢ % 241 $ 69,32¢
Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation
Year Ended December 31, 2013 (in thousands)
Commercial business:
Secured $ 27,270 $ (4,148 $ 151 $ 6,39 % 31,027 % 34 % 30,68
Unsecured 752 (794) 932 (195) 69¢€ 35 661
Real estate:
One-to-four family residential 694 (228) 27C 51€ 1,252 13¢ 1,11«
Commercial and multifamily residential:
Commercial land 46( (20) 16¢ (120) 48¢ — 48¢
Income property 11,03 (1,40 48¢ (8839) 9,23¢ 26 9,20¢
Owner occupied 6,36 (1,119 37E (2,019 3,60t 1,07: 2,53:
Real estate construction:
One-to-four family residential:
Land and acquisition 1,171 (32) 2,55: (3,082) 61C 71 53¢
Residential construction 63t (207) 112 17€ 822 — 822
Commercial and multifamily residential:
Income property 31€ — — (31 28t — 28t
Owner occupied 10z — — (44) 58 — 58
Consumer 2,43 (2,247) 552 1,80( 2,54 4 2,54:
Purchased credit impaired 30,05¢ (13,859 7,232 (3,26)) 20,17 — 20,17«
Unallocated 1,011 = — 644 1,65¢ — 1,65t
Total $ 82,30( $ (2394) $ 14,19¢ % (101 $ 72,45 % 1,690 $ 70,76«
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Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation
Year ended December 31, 2012 (in thousands)
Commercial business:
Secured $ 24,748 $ (10,029 $ 1,35«  $ 11,20C $ 27,270 % 11 $ 27,157
Unsecured 68¢ (144) 194 14 75¢ 92 661
Real estate:
One-to-four family residential 654 (549) 28t 304 694 112 582
Commercial and multifamily residential:
Commercial land 48¢ (52¢) 63 43t 46( — 46(
Income property 9,551 (4,030 90t 4,607 11,03 1,04( 9,99¢
Owner occupied 9,60¢ (91¢) 631 (2,957 6,36 38 6,324
Real estate construction:
One-to-four family residential:
Land and acquisition 2,331 (989) 1,05¢ (1,230 1,171 — 1,171
Residential construction 864 (617) 42¢ (42) 63% — 63t
Commercial and multifamily residential:
Income property 66% (93 66 (322) 31¢€ — 31¢€
Owner occupied 35 — — 67 10z — 10z
Consumer 2,71¢ (2,539 1,171 1,081 2,431 — 2,431
Purchased credit impaired 4,944 (5,117) 4,33: 25,89: 30,05¢ — 30,05¢
Unallocated 694 = = 317 1,011 — 1,011
Total $ 57,98 $ (25,54) % 10,48¢ % 39,367 % 82,30( $ 1,398 % 80,90t

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

Years Ended December 31,

2014 2013 2012
(in thousands)
Beginning balance $ 2508 $ 1,91t % 1,53¢
Net changes in the allowance for unfunded commitmand letters of credit 15C 59C 38C
Ending balance $ 2,65t % 2,608 % 1,91¢

Risk Elements

The extension of credit in the form of loans orestbredit products to individuals and businesses&sof our principal business activiti
Our policies and applicable laws and regulatiogiire risk analysis as well as ongoing portfolia @nedit management. We manage our ¢
risk through lending limit constraints, credit rewi, approval policies and extensive, ongoing irdemonitoring. We also manage credit risk
through diversification of the loan portfolio bypty of loan, type of industry, type of borrower doydimiting the aggregation of debt to a sin
borrower.

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

Pass loans are generally considered to have sirffisburces of repayment in order to repay theilodull in accordance with all terms
and conditions. Special mention loans have potewtaknesses that, if left uncorrected, may raaulieterioration of the repayment prospects
for the asset or in the Company’s credit positibscme future date. Loans with a risk rating of Sabdard or worse are reported as classifiec
loans in our allowance for loan and lease lossalysis. We review these loans to assess the abflibyir borrowers to service all interest and
principal obligations and, as a result, the rigkhgamay be adjusted accordingly. Substandard logfhect loans where a loss is possible if loan
weaknesses are not corrected. Doubtful loans haighgprobability of loss, however, the amountaxd has not yet been determined. Loss
loans are considered uncollectable and when idedtifre charged off.
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The following is an analysis of the credit qualitiour loan portfolio, excluding PCI loans as ofdember 31, 2014 and 2013 :

December 31, 2014
Loans, excluding PCI loans
Commercial business:
Secured
Unsecured
Real estate:
One-to-four family residential
Commercial and multifamily residential:
Commercial land
Income property
Owner occupied
Real estate construction:
One-to-four family residential:
Land and acquisition
Residential construction
Commercial and multifamily residential:
Income property
Owner occupied
Consumer

Total
Less:
Allowance for loan losses
Loans, excluding PCI loans, net

December 31, 2013
Loans, excluding PCI loans
Commercial business:
Secured
Unsecured
Real estate:
One-to-four family residential
Commercial and multifamily residential:
Commercial land
Income property
Owner occupied
Real estate construction:
One-to-four family residential:
Land and acquisition
Residential construction
Commercial and multifamily residential:
Income property
Owner occupied
Consumer
Total
Less:
Allowance for loan losses

Special
Pass Mention Substandard Doubtful Loss Total
(in thousands)
$ 1,963,211 $ 15,79C $ 54,62¢ — — 2,033,622
79,53¢ — 55¢ — — 80,09:
163,91 55 7,79¢ — — 171,76
183,70: 4,217 1,861 — — 189,77¢
1,287,72! 5,88t 8,38t — — 1,301,99
825,69 7,87¢ 11,17: — — 844,74
15,30 167 1,03¢ — — 16,51(
96,03: 90¢ 1,581 — — 98,52
73,78 — — — — 73,78
58,05¢ — 88¢ — — 58,94
339,69! 68 5,26¢ — — 345,03:
$ 5,086,65: $ 34,967 $ 93,17« — — 5,214,79.
53,23:
5,161,56.
Special
Pass Mention Substandard Doubtful Loss Total
(in thousands)

$ 1,372,03¢ $ 43,30¢ $ 68,30( — — 1,483,64
72,22¢ 19¢ 17¢ — — 72,60¢
98,62¢ 1,567 5,69¢ — — 105,89:
137,85( — 4,98¢ — — 142,83:
1,108,03. 5,47: 32,92¢ — — 1,146,43.
748,72! — 11,88« — — 760,60¢
7,52¢ — 4,14¢ — — 11,67(
36,27( 2,35z 3,37( — — 41,99:
86,20¢ — 31t — — 86,52
38,91¢ — — — — 38,91¢
321,34¢ 331 6,18¢ 467 — 328,33«
$ 4,027,76. $ 53,23 $ 137,98 467 — 4,219,45
52,28(



Loans, excluding PCI loans, net $ 4,167,17
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The following is an analysis of the credit qualiiyour PCI loan portfolio as of December 31, 20hd 2013 :

December 31, 2014
PCI loans:
Commercial business:
Secured
Unsecured
Real estate:
One-to-four family residential

Commercial and multifamily residential:

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

Commercial and multifamily residential:

Income property
Owner occupied
Consumer
Total
Less:

Valuation discount resulting from acquisition aceting

Allowance for loan losses
PCI loans, net

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

Commercial and multifamily residential:

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

Commercial and multifamily residential:

Income property
Owner occupied
Consumer
Total
Less:

Valuation discount resulting from acquisition aceting

Allowance for loan losses

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

$ 37,927 $ 937 $ 9,22 $ = 48,08’
2,15¢ — 91 — 2,24
28,82: — 3,15¢ — 31,98:
9,10¢ — 6,24( — 15,34
51,43t 1,892 7,18¢ — 60,51
58,62¢ 34¢ 5,56¢ — 64,54:
1,59¢ — 91: — 2,50¢
741 — 1,104 — 1,84¢
1,43¢ — 227 — 1,66
92¢ — — — 92¢
24,037 — 2,77 — 26,81«
$ 216,80 $ 3,17t $ 36,48¢ $ — 256,46¢
25,88«
16,33¢
$ 2u24

Pass Special Mention ~ Substandard Doubtful Loss Total

(in thousands)

$ 48,51( $ 2,84¢ % 18,29. % = 69,65(
2,732 39¢ 92 — 3,22(
35,06¢ 1,84: 4,73¢ — 41,64
10,77¢ 19¢ 7,58¢ — 18,56¢
55,98t 3,95( 10,657 — 70,59:
67,65 111 13,95¢ — 81,72:
4,67¢ 2,73¢ 1,93¢ — 9,34¢
3,00¢ — 2,42¢ — 5,43:
3,80¢ — 1,70¢ — 5,51¢
1,07< — 28C — 1,35¢
30,72: 33 3,31¢ 27 34,10:
$ 264,000 $ 12,11¢  $ 64,98¢ $ 27 341,14.
43,29’
20,17«



PCI loans, net $ 277,67
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7. Other Real Estate Ownel
The following table sets forth activity in OREO fitne period:

December 31, 2014 December 31, 2013

(in thousands)

Balance, beginning of period $ 35927 $ 26,98’
Established through acquisitions 2,752 14,70¢
Transfers in, net of write-downs ($0 and $90, retipely) 10,20( 18,10(
Additions to OREO — 3,57
Additional OREO write-downs (4,039 (2,03
Proceeds from sale of OREQ property (28,559 (35,949
Net gain on sale of OREO 5,90¢ 10,53¢

Total OREO, end of period $ 22,19C $ 35,927

8. FDIC Loss-sharing Asset and Covered Assets

We are a party to four loss sharing agreementstiwéh-DIC. Such agreements cover a substantiabpaof losses incurred on acquired
covered loans and other real estate owned. Thesluming agreements relate to the acquisitiond)o€olumbia River Bank in January 2010,
(2) American Marine Bank in January 2010, (3) SutBaink in May 2011, and (4) First Heritage BaniMay 2011. Under the terms of the
loss-sharing agreements, the FDIC will absorb 89%sses and share in 80% of loss recoveries gpdaified amounts. With respect to loss-
sharing agreements for two acquisitions complete2Dil 0, after those specified amounts, the FDICatisorb 95% of losses and share in 95
of loss recoveries. The loss-sharing provisionhefagreements for commercial and single-familytgagge loans are in effect for five and ten
years, respectively, from the acquisition datestaedoss recovery provisions are in effecteight and ten years, respectively, from the
acquisition dates.

Ten years and forty-five days after the acquisitlates, the Bank must pay to the FDIC a clawbatkerevent the losses from the
acquisitions fail to reach stated levels. The anhofithe clawback is determined by a formula spedifn each individual loss-sharing
agreement. As of December 31, 2014 and 2013 ,éhprasent value of the Bank’s estimated clawbidility is $4.2 million and $3.9
million , respectively, which is included in otHébilities on the consolidated balance sheet.

At December 31, 2014 and 2013 , the FDIC loss-sgaasset is comprised of an FDIC indemnificatioseasf $13.1 million and $37.9
million , respectively, and an FDIC receivable @ Tmillion and $2.0 million , respectively. Thedemnification represents the cash flows the
Company expects to collect from the FDIC underltiss-sharing agreements and the FDIC receivablesepts the reimbursable amounts
from the FDIC that have not yet been received.

For purchased credit impaired loans, the Compamgasures contractual and expected cash flows aaréegly basis. When the
guarterly remeasurement process results in a dexmeaxpected cash flows due to an increase iecte@ credit losses, impairment is
recorded. As a result of this impairment, the ind#itation asset is increased to reflect anticigdtdure cash to be received from the FDIC.
Consistent with the loss-sharing agreements bettfee@ompany and the FDIC, the amount of the irsréa the indemnification asset is
measured as 80% of the resulting impairment.

Alternatively, when the quarterly remeasurementlissn an increase in expected future cash floustd a decrease in expected credit
losses, the nonaccretable difference decreasetharmdfective yield of the related loan portfolincreased. As a result of the improved
expected cash flows, the indemnification asset dibel reduced first by the amount of any impairngeatiously recorded and, second, by
increased amortization over the remaining lifehaf telated loss-sharing agreement.
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The following table shows a detailed analysis ef BDIC loss-sharing asset for the years ending iDbee 31, 2014 and 2013 :

Balance at beginning of period
Adjustments not reflected in income:
Cash received from the FDIC, net
FDIC reimbursable recoveries, net
Adjustments reflected in income:
Amortization, net
Loan impairment (recapture)
Sale of other real estate
Write-downs of other real estate
Other
Balance at end of period

2014 2013
(in thousands)

$ 39,84¢ % 96,35+
(2,499 (9,24¢)
(2,184 (2,245)
(21,279 (36,729
2,301 (2,609
(2,179 (6,177)

1,06t 364

10¢ 134

$ 15,17:  $ 39,84¢

The following table presents information about ¢benposition of the FDIC loss-sharing asset, thevloteck liability, and the non-single

family and the single family covered assets ahefdate indicated:

December 31, 2014

Columbia River American Marine

Bank Bank Summit Bank First Heritage Bank Total
(in thousands)
FDIC loss-sharing asset $ 1,18: $ 4,927 $ 4,712 $ 4,352 $ 15,17«
Clawback liability $ 4,013 $ 157 $ — $ — $ 4,17¢
Non-single family covered assets $ 115,23( $ 17,98 $ 14,35: $ 27,281 $ 174,84
Single family covered assets $ 11,16¢ $ 26,587 $ 6,53( $ 2,51¢ $ 46,79¢

Loss-sharing expiration dates:

Non-single family First Quarter 2015  First Quarter 2015

Single family
Loss recovery expiration dates:

First Quarter 2020  First Quarter 2020

Non-single family First Quarter 2018  First Quarter 2018

Single family First Quarter 2020  First Quarter 2020
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9. Premises and Equipmer

Real and personal property and software, less adetied depreciation and amortization, were as figlto

December 31,

2014 2013
(in thousands)
Land $ 52,33¢ % 48,99:
Buildings 103,24( 94,87¢
Leasehold improvements 21,19¢ 14,25¢
Furniture and equipment 28,48t 29,46¢
Vehicles 59¢€ 54¢
Computer software 15,66¢ 17,49(
Total cost 221,52! 205,62!
Less accumulated depreciation and amortization (49,435 (50,897
Total $ 172,09( $ 154,73.

Total depreciation and amortization expense wasdtillion , $10.2 million , and $6.3 million , fahe years ended December 31, 2014
2013, and 2012, respectively.

10. Goodwill and Other Intangible Asset:

In accordance with the Intangibles — Goodwill arttié€d topic of the FASB ASC, goodwill is not amoetizbut is reviewed for potential
impairment at the reporting unit level. Managenemlyzes its goodwill for impairment on an annuadib and between annual tests in certain
circumstances such as upon material adverse chanfgsl, business, regulatory and economic factan impairment loss is recorded to the
extent that the carrying amount of goodwill excegslgnplied fair value. The Company performed mpairment assessment as of July 31,
2014 and concluded that there was no impairmenafAecember 31, 2014 we determined there werevants or circumstances which would
more likely than not reduce the fair value of ceparting unit below its carrying amount.

The core deposit intangible (“CDI”) is evaluated ifimpairment if events and circumstances indicgtessible impairment. The CDI is
amortized on an accelerated basis over an estirfitdexd 10 years .

The following table sets forth activity for goodidind other intangible assets for the period:

Years Ended December 31,

2014 2013 2012
(in thousands)
Total goodwill, beginning of period $ 343,95: $ 115,55:  $ 115,55
Established through acquisitions 38,58t 228,39¢ —
Total goodwill, end of period 382,53 343,95: 115,55¢
Other intangible assets, net
Core deposit intangible:
Gross core deposit intangible balance, beginnirgeobd 47,69¢ 32,44 32,44
Accumulated amortization, beginning of period (22,764 (16,720 (12,27%)
Core deposit intangible, net, beginning of period 24,93 15,72: 20,16¢
Established through acquisitions 10,90( 15,257 —
CDI current period amortization (6,297%) (6,04%) (4,44%)
Total core deposit intangible, end of period 29,54( 24,93 15,72:
Intangible assets not subject to amortization 91¢ 91¢ —
Other intangible assets, net at end of period 30,45¢ 25,85 15,72:
Total goodwill and intangible assets, end of period $ 412,99t $ 369,80  $ 131,27
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The following table provides the estimated futumétization expense of core deposit intangiblegtiersucceeding five years:

Years Ending December 31, (in thousands)

2015 $ 6,882
2016 5,94¢
2017 4,91z
2018 3,85t
2019 2,951

11. Deposits

Year-end deposits are summarized in the followaixie:

December 31,
2014 2013

(in thousands)

Core deposits:

Demand and other noninterest-bearing $ 2,651,37. % 2,171,700
Interest-bearing demand 1,304,25! 1,170,001
Money market 1,760,33 1,569,26.
Savings 615,72: 496,44
Certificates of deposit less than $100,000 288,26 288,94.
Total core deposits 6,619,94 5,696,35
Certificates of deposit greater than $100,000 202,01 201,49¢
Certificates of deposit insured through CDARS® 18,42¢ 19,48¢
Brokered money market accounts 83,40: 41,76
Subtotal 6,923,78! 5,959,10!
Valuation adjustment resulting from acquisition @aating 93¢ 367

Total deposits $ 6,924,72. $ 5,959,47!

Overdrafts of $1.3 million and $1.1 million wereclassified as loan balances at December 31, 204 2@13 , respectively.

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

Years Ending December 31, (in thousands)
2015 $ 162,82¢
2016 40,37¢
2017 8,06¢
2018 3,82z
2019 3,982
Thereafter 10¢
Total $ 219,18
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12. Federal Home Loan Bank and Federal Reserve Bank Boywings

FEDERAL HOME LOAN BANK

The Company has entered into borrowing arrangenvetiishe FHLB of Seattle to borrow funds undehars-term floating rate cash
management advance program and fixed-term loareagmets. All borrowings are secured by stock offH&B and a blanket pledge of
qualifying loans receivable. At December 31, 20HL B advances were scheduled to mature as follows:

Federal Home Loan Bank Advances
Fixed rate advances

Weighted Average Rate Amount
(dollars in thousands)
Within 1 year 0.21% $ 210,00
Over 1 through 5 years 5.66% 1,00¢
Due after 10 years 5.31% 5,00(
Total 216,00(
Valuation adjustment from acquisition accounting 56€
Total $ 216,56¢

The maximum, average outstanding and year-end txedaend average interest rates on advances frorHhB were as follows for the
years ended December 2014 , 2013 and 2012 :

Years ended December 31,

2014 2013 2012
(dollarsin thousands)
Balance at end of year $ 216,56¢ $ 36,60¢ $ 6,64<
Average balance during the year $ 44,87¢ $ 51,03( $ 100,33’
Maximum month-end balance during the year $ 216,56¢ $ 190,63: $ 118,96
Weighted average rate during the year 0.7¢% 1.12% 2.7%%
Weighted average rate at December 31 0.41% 1.0% 5.42%
FHLB advances are collateralized by the following:
December 31,
2014 2013
(in thousands)
Recorded value of blanket pledge on loans recesvabl $ 1,083,870 $ 1,075,38
Total $ 1,083,87" $ 1,075,38
FHLB borrowing capacity $ 865,13t $ 1,037,15!

FEDERAL RESERVE BANK

The Company is also eligible to borrow under thddfal Reserve Bank’s primary credit program, ingilgdhe Term Auction Facility
auctions. All borrowings are secured by certairdgésl available for sale investment securities.
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Although the Company has not had FRB borrowinghénlast three years, the Company pledges secuaitid loans for borrowing
capacity at the Federal Reserve Bank.

The following table shows amounts pledged to thedeFe Reserve Bank:

December 31,

2014 2013

(in thousands)
Fair value of investment securities $ 40,12¢ $ 40,21(
Recorded value of pledged commercial loans 46,00: 45,24;
Total $ 86,13( $ 85,45:
Federal Reserve Bank borrowing capacity $ 86,13( % 85,45

13. Securities Sold Under Agreements to Repurcha
Securities Sold Under Agreements to Repurchasem Te

The Company has entered into wholesale repurcliasements with certain brokers. At December 3142401d 2013 , the Company
held $25.0 million in wholesale repurchase agredseith an interest rate of 1.88% . Securities labée for sale with a carrying amount of
$28.4 million at December 31, 2014 were pledgeco#iateral for the repurchase agreement borrowilgse.broker holds the securities while
the Company continues to receive the principaliatetest payments from the securities. Upon matafithe agreement in 2018, the pledged
securities will be returned to the Company.

Securities Sold Under Agreements to Repurchasee[sw

These sweep repurchase agreements are generathtesino agreements. These agreements are treafediasing transactions and the
obligations to repurchase securities sold arectftbas a liability in the consolidated financi@tements. The dollar amount of securities
underlying the agreements remains in the applicasdet account of the consolidated financial statesn These agreements had a balance of
$80.1 million and a weighted average interest 0&@12% at December 31, 201All of these repurchase agreements in existehBeeembe
31, 2014 mature on a daily basis. Securities avigilfor sale with a carrying amount of $103.0 roifliat December 31, 2014 were pledged as
collateral for the repurchase agreement borrowialgged to the acquisition of Intermountain.

14. Other Borrowings

On November 1, 2014, with its acquisition of Inteumtain, the Company assumed $16.5 million of tpusferred obligations. The
Company redeemed $8.3 million of these obligatmm®ecember 26, 2014. At December 31, 2014, thaireng $8.2 million of obligations
bore interest at a rate of 3.03% , paid quart&ljpsequent to year-end, on January 7, 2015, the@onredeemed the remaining trust
preferred obligations.

15. Derivatives and Balance Sheet Offsettir

The Company periodically enters into certain conuia¢toan interest rate swap agreements in ordpragide commercial loan
customers the ability to convert from variableiti@#l interest rates. Under these agreements, thgp@ay enters into a variable-rate loan
agreement with a customer in addition to a swapegent. This swap agreement effectively convedstistomer’s variable rate loan into a
fixed rate. The Company then enters into a corneging swap agreement with a third party in ordesffset its exposure on the variable and
fixed components of the customer agreement. Aftieeest rate swap agreements with the customershand parties are not designated as
hedges under the Derivatives and Hedging topib®RASB ASC, the instruments are marked to marketrnings. The notional amount of
open interest rate swap agreements at Decembg034,and 2013 was $215.6 million and $179.5 millioespectively. During 2014 a mark-
to-market loss of $51 thousand was recorded ta oibeinterest expense. There was no earnings infipatiie years ending December 31,
2013 and 2012 .
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The following table presents the fair value andibak sheet classification of derivatives not destieggh as hedging instruments at
December 31, 2014 and 2013 :

Asset Derivatives Liability Derivatives
2014 2013 2014 2013
Balance Sheet Balance Sheet Balance Sheet Balance Sheet
(in thousands) Location Fair Value Location Fair Value Location Fair Value Location Fair Value

Interest rate contracts Other assets $ 11,80( Other assets $ 9,04 Other liabilities $ 11,85. Other liabilities $ 9,04«

The Company is party to interest rate swap agretsraamd repurchase agreements that are subjecticeable master netting
arrangements or similar agreements. Under theseagmts, the Company may have the right to né¢ sattltiple contracts with the same
counterparty. The following tables show the graogsriest rate swap agreements and repurchase agitsémthe consolidated balance sheets
and the respective collateral received or pledgeatie form of other financial instruments, whiclke generally marketable securities. The
collateral amounts in these tables are limitedhéodutstanding balances of the related assethilitija Therefore, instances of
overcollateralization are not shown.

Net Amounts of

Gross Amounts Assets/Liabilities Gross Amounts Not Offset in the
Gross Amounts of Offset in the Presented in the Consolidated Balance Sheets
Recognized Consolidated Consolidated Balance
Assets/Liabilities Balance Sheets Sheets Collateral Posted Net Amount
December 31, 2014 (in thousands)
Assets
Interest rate contracts $ 11,80 $ — 3 11,80 $ — 3 11,80(
Liabilities
Interest rate contracts $ 11,85: $ — 3 11,85 $ (11,85) $ —
Repurchase agreements $ 105,08 $ — 3 105,08 $ (105,08() $ —
December 31, 2013
Assets
Interest rate contracts $ 9,04¢ % —  $ 9,042 % —  $ 9,04¢
Liabilities
Interest rate contracts $ 9,04¢ $ —  $ 9,04¢ $ (9,049 $ —
Repurchase agreements $ 25,000 $ — § 25,000 $ (25,000 $ =

16. Employee Benefit Plan
401(k) Plan

The Company maintains defined contribution andipstfaring plans in conformity with the provisioosection 401(k) of the Internal
Revenue Code. The Columbia Bank 401(k) and Profitri@g Plan (the “401(k) Plan”), permits eligiblelGmbia Bank employees, those who
are at least 18 years of age and have completedaiths of service, to contribute up to 75% oftledigible compensation to the 401(k) Plan.
On a per pay period basis the Company is requaredatch 50% of employee contributions up to 3%amtheemployees eligible compensatio
The Company contributed $2.0 million during 2084,9 million during 2013 , and $1.4 million durigg12 , in matching funds to the 401(k)
Plan. Additionally, as determined annually by tleatd of directors of the Company, the 401(k) Pleovigles for a non-matching discretionary
profit sharing contribution. The Company’s disavetiry profit sharing contributions were $4.4 mitliduring 2014 , $4.0 million during 2013
and $2.9 million during 2012 .
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Employee Stock Purchase PI

The Company maintains an “Employee Stock Purch&s® Rhe “ESP Plan”) in which substantially all ployees of the Company are
eligible to participate. The ESP Plan providesipguants the opportunity to purchase common std¢ke® Company at a discounted price.
Under the ESP Plan, participants can purchase conshock of the Company for 90% of the lowest pooeeither the first or last day in each
of two six month look-back periods. The look-baekipds are January 1st through June 30th and 3ulhtbugh December 31st of each
calendar year. The 10% discount is recognized &yCibmpany as compensation expense and does noa ma&eerial impact on net income or
earnings per common share. Participants of the&®purchased 34,168 shares for $904 thousarilih 232,598 shares for $686 thousand
in 2013 and 39,393 shares for $725 thousand in 28t December 31, 2014 there were 541,744 shadtable for purchase under the ESP
plan.

Supplemental Compensation Plan

The Company maintains supplemental compensatiamgements (“Unit Plans”) to provide benefits fortam employees. The Unit
Plans generally vest over a 4-10 year period aadige a fixed annual benefit over a 5-10 year mgkrt December 31, 2014 and 2013 the
liability associated with these plans was $4.8iomlland $4.7 million , respectively. Expense assted with these plans for the years ended
December 31, 2014 , 2013 and 2012 was $588 thoysktiB thousand and $677 thousand , respectively.

Supplemental Executive Retirement Plan

The Company maintains a supplemental executiveereéint plan (the “SERP”), a nonqualified deferrethpensation plan that provides
retirement benefits to certain highly compensatextetives. The SERP is unsecured and unfundedhene &re no program assets. The SERF
projected benefit obligation, which representswbsted net present value of future payments twididals under the plan is accrued over the
estimated remaining term of employment of the pardints and has been determined by actuarial vafuasing the “RP-2000 Annuity
Mortality Table” for the mortality assumptions adidcount rate of 5.10% for both 2014 and 2013 .i#althl assumptions and features of the
plan are a normal retirement age of 65 and a 2%alroost of living benefit adjustment. The projecbenefit obligation is included in other
liabilities on the Consolidated Balance Sheets.

The following table reconciles the accumulatediligbfor the projected benefit obligation:

December 31,

2014 2013
(in thousands)
Balance at beginning of year $ 16,42 $ 11,61¢
Established through acquisitions 511 3,39¢
Change in actuarial loss — 2,212
Benefit expense 1,32t 1,88(
Benefit payments (1,719 (2,689
Balance at end of year $ 16,54: % 16,42:

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

Years Ending December 31, (in thousands)
2015 $ 97t
2016 994
2017 1,08¢
2018 1,34¢
2019 1,38¢
2020 through 2024 9,58(
Total $ 15,37(
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17. Commitments and Contingent Liabilities

Lease CommitmentsfThe Company leases locations as well as equiporeldr various non-cancellable operating leasesettte
between 2015 and 2045 . The majority of the leasain renewal options and provisions for increasaental rates based on an agreed upo
index or predetermined escalation schedule. Asemfeinber 31, 2014 , minimum future rental paymeaxtslusive of taxes and other charges,
of these leases were:

Years Ending December 31, (in thousands)
2015 $ 8,551
2016 6,60z
2017 5,35
2018 4,671
2019 4,30¢
Thereafter 18,12:
Total minimum payments $ 47.61:

Total rental expense on buildings and equipmentpheental income of $756 thousand , $673 thousarti$639 thousand , was $8.3
million , $8.5 million and $4.5 million , for theears ended December 31, 2014 , 2013 and 2012ectesy.

Financial Instruments with Off-Balance Sheet Rigkthe normal course of business, the Company mak&scommitments (typically
unfunded loans and unused lines of credit) ancesstandby letters of credit to accommodate trenfiral needs of its customers.

Standby letters of credit commit the Company to enp&yments on behalf of customers under specifiaditions. Historically, no
significant losses have been incurred by the Compader standby letters of credit. Both arrangembate credit risk essentially the same a:
that involved in extending loans to customers aedsabject to the Company’s normal credit policiesluding collateral requirements, where
appropriate. At December 31, 2014 and 2013 , thegamy’s loan commitments amounted to $1.58 bildad $1.37 billion , respectively.
Standby letters of credit were $36.7 million attbBecember 31, 2014 and 2013 . In addition, comenitsiunder commercial letters of credit
used to facilitate customers’ trade transactiortsather off-balance sheet liabilities amounted4at$nillion and $2.7 million at December 31,
2014 and 2013, respectively.

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

18. Shareholders’Equity

Preferred Stockin conjunction with the acquisition of West Codabg Company issued 8,782 shares of mandatorilyertibie
cumulative participating preferred stock, Serie@®eries B Preferred Stock”). The Series B Prefie@&ock is not subject to the operation of a
sinking fund. The Series B Preferred Stock is rdeemable by the Company and is perpetual withatanity. The holders of Series B
Preferred Stock have no general voting rightshéf€ompany declares and pays a dividend to its acomshareholders, it must declare and pay
to its holders of Series B Preferred Stock, onstirae date, a dividend in an amount per share @¢hies B Preferred Stock that is intended tc
provide such holders dividends in the amount theuldrhave received if shares of Series B PrefeBtedk had been converted into common
stock as of that date. The outstanding sharesri#sSB Preferred Stock are convertible into 102,868res of Company common stock.

Warrants to Purchase Common Stdeckconjunction with the acquisition of West Codke Company issued Amended and Restated
Warrants (the “Warrants”) to purchase shares of @ty common stock at an exercise price of $8.5&pare. The Company’s Amended and
Restated Warrants amended and restated the CM&s1@nts previously issued by West Coast. The Witsnaere immediately exercisable
will expire on October 23, 2016. At December 311£0here were no remaining warrants outstandingirig the year ended December 31,
2014, 1,722,497 common shares were issued frorexreise of warrants.
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Dividends.On January 23, 2014 , the Company declared a glyactesh dividend of $0.12 per common share andnecomshare
equivalent for holders of preferred stock, payaisid-ebruary 19, 2014 to shareholders of record #wealose of business on February 5,
2014 .

On April 23, 2014 the Company declared a quarteasish dividend of $0.12 per common share and conghare equivalent for holders
of preferred stock, and a special cash divider80af2 per common share and common share equivateimblders of preferred stock, both
payable on May 21, 2014 to shareholders of recbtideaclose of business May 7, 2014 .

On July 23, 2014 the Company declared a quartesdi dividend of $0.1ger common share and common share equivalent fdesoof
preferred stock, and a special cash dividend df4sper common share and common share equivalehbfders of preferred stock, both
payable on August 20, 2014 to shareholders of ceabthe close of business August 6, 2014 .

On October 23, 2014 the Company declared a quardash dividend of $0.16 per share and common sarealent for holders of
preferred stock, and a special cash dividend df4pper common share and common share equivalehbfders of preferred stock, both
payable on November 19, 2014 to shareholders ofdeat the close of business October 31, 2014 .

Subsequent to year end, on January 29, 2015 the&uondeclared a quarterly cash dividend of $0.1&pare and common share
equivalent for holders of preferred stock, andecsd cash dividend of $0.14 , both payable on &ayr 25, 2015 , to shareholders of record a
the close of business on February 11, 2015 .

The payment of cash dividends is subject to fedegllatory requirements for capital levels anceotiestrictions. In addition, the cash
dividends paid by Columbia Bank to the Companysaitgect to both federal and state regulatory reguénts.

Stock Repurchase Program

In 2011, the board of directors authorized the refpase of 2 million shares of Columbia common std¢le Company may purchase the
shares from time to time in the open market omrimgte transactions, under conditions which allmetsrepurchases to be accretive to earning
per share while maintaining capital ratios thatesxtthe guidelines for a well-capitalized finanaistitution. No shares were repurchased
under the stock repurchase program during 20143 20 2012 .
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19. Accumulated Other Comprehensive Income

The following table shows changes in accumulatéérotomprehensive income (loss) by component ®y#ars ended December

2014 and 2013:

Unrealized Gains and
Losses on Available-for-

Unrealized Gains and
Losses on Pension

Sale Securities (1) Plan Liability (1) Total (1)

Year ended December 31, 2014 (in thousands)

Beginning balance $ (10,109 $ (1,93¢) (12,044
Other comprehensive income before reclassifications 17,92: — 17,92:
Amounts reclassified from accumulated other com@netve income

2) (352) 95 (257)

Net current-period other comprehensive income 17,57( 95 17,66¢

Ending balance $ 7,462 3 (1,84 5,621

Year Ended December 31, 2013

Beginning balance $ 20,91¢ $ (769 20,14¢
Other comprehensive loss before reclassifications (30,727 (1,439 (32,159
Amounts reclassified from accumulated other comgmeltve income

2) (299) 26E (39

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

Ending balance $ (10,109 $ (1,930 (12,049

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

The following table shows details regarding thdassifications from accumulated other comprehenisiveme for the years ended

December 31, 2014 and :

Amount Reclassified from Accumulated Other Affected line Item in the Consolidated Statement of
Comprehensive Income Income
Years Ended
December 31, 2014 December 31, 2013
(in thousands)
Unrealized gains and losses on available-for-<
securities $ 552 % 46z  Investment securities gains, net
552 462 Total before tax
(200) (16%)  Income tax provision
$ 352 $ 29¢ Net of tax
Amortization of pension plan liability
actuarial losses $ (14¢) % (400)  Compensation and employee benefits
(149 (400) Total before tax
54 13t Income tax benefit
$ (95 % (265)  Net of tax
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20. Fair Value Accounting and Measuremen

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

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

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

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

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

Fair values are determined as follows:

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

Interest rate contract positions are valued in fsdehich use as their basis, readily observablikeatgparameters and are classified
within Level 2 of the valuation hierarchy.
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The following table sets forth the Company’s finhassets and liabilities that were accountedfdair value on a recurring basis at
December 31, 2014 and 2013 by level within thevfalue hierarchy. Financial assets and liabilitiess classified in their entirety based on the
lowest level of input that is significant to therfaalue measurement:

. Fair Value Measurements at Reporting Date Using
Fair value at

December 31, 2014 Level 1 Level 2 Level 3

(in thousands)
Assets
Securities available for sale

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

mortgage obligations $ 1,162,38 $ — 3 1,162,388 $ =
State and municipal securities 496,48 — 496,48 —
U.S. government agency and government-
sponsored enterprise securities 413,70¢ — 413,70¢ —
U.S. government securities 20,49¢ 20,49¢ — —
Other securities 5,181 — 5,181 —
Total securities available for sale $ 2,098,25 % 20,49¢ % 2,077,75¢  $ —
Other assets (Interest rate contracts) $ 11,80 % — % 11,80 $ =
Liabilities
Other liabilities (Interest rate contracts) $ 11,85 % — 3 11,85 $ =
Fair value at Fair Value Measurements at Reporting Date Using
December 31, 2013 Level 1 Level 2 Level 3
(in thousands)
Assets
Securities available for sale
U.S. government agency and sponsored enter|
mortgage-back securities and collateralized
mortgage obligations $ 948,40¢ % — 3 948,40¢ $ =
State and municipal debt securities 364,47( — 364,47( —
U.S. government agency and government-
sponsored enterprise securities 326,03¢ — 326,03¢ —
U.S. government securities 20,11« 20,11« — —
Other securities 5,08( — 5,08( —
Total securities available for sale $ 1,664,117  $ 20,11  $ 1,643,999 $ —
Other assets (Interest rate contracts) $ 9,04¢ % —  $ 9,04¢ % =
Liabilities
Other liabilities (Interest rate contracts) $ 9,042 % — 3 9,04¢  $ =

There were no transfers between Level 1 and LeweéltRe valuation hierarchy during the years endedember 31, 2014 and 2018he
Company recognizes transfers between levels ofdhetion hierarchy based on the valuation levéhatend of the reporting period.
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Nonrecurring Measurements

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

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

Other real estate owned—OREO is real property that the Bank has taken osimg of in partial or full satisfaction of a loan loans.
OREO is generally measured based on the propddiy’market value as indicated by an appraisal letter of intent to purchase. OREO is
recorded at the lower of the carrying amount arvalue less estimated costs to sell. This amoeotimes the property’s new basis. Any write-
downs based on the property fair value less estithabsts to sell at the date of acquisition areggthto the allowance for loan and lease
losses. Management periodically reviews OREOQ iaféort to ensure the property is carried at thedowf its new basis or fair value, net of
estimated costs to sell. Any write-downs subseqteatquisition are charged to earnings. The irdtial subsequent write-down evaluations
are performed by officers in the Special Creditsugr which reports to the Chief Credit Officer. TREASD obtains appraisals from third-
parties for OREQO and performs internal evaluatidingn appraisal is obtained from a third-partyg REASD reviews the appraisal to evaluate
the adequacy of the appraisal report, includingdtgpe, methods, accuracy, and reasonableness.

The following table sets forth the Company’s astieds were measured using fair value estimatesrmmeecurring basis during the
years ended December 2014 and 2013 :

) Fair Value Measurements at Reporting Date Using Losses During the
Fair value at Year Ended
December 31, 2014 Level 1 Level 2 Level 3 December 31, 2014
(in thousands)
OREO $ 5,36t $ = $ = $ 5,36¢ $ 1,00¢
$ 5,36¢ $ — $ — $ 5,36¢ $ 1,00¢
_ Fair Value Measurements at Reporting Date Using Losses During the
Fair value at Year Ended
December 31, 2013 Level 1 Level 2 Level 3 December 31, 2013
(in thousands)
Impaired loans $ 897 % — 3 — 3 897 % 1,53¢
OREO (1) 5,69: — — 5,69: 1,23(
$ 14,66¢ $ = $ = $ 14,66¢ $ 2,76¢

(1) Reclassified to conform to the current periqafssentation. The reclassification was limitedambining historically reported noncovered
OREO and covered OREO into one line item for OREO.

The losses on impaired loans disclosed above représe amount of the specific reserve and/or ehrafts during the period applicable
to loans held at period end. For 2014, there werlsses recorded during the period to loanstsdilil at period end. The amount of the spe
reserve is included in the allowance for loan aabé losses. The losses on OREO disclosed abaeseapthe write-downs taken at
foreclosure that were charged to the allowancéofam and lease losses, as well as subsequentderitas from updated appraisals that were
charged to earnings.
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Quantitative information about Level 3 fair value measurements

The range and weighted-average of the significanbaervable inputs used to fair value our LevebBracurring assets during 2014 and
2013, along with the valuation techniques usegl shown in the following tables:

Fair value at Range (Weighted
December 31, 2014 Valuation Technique Unobservable Input Average) (1)

(dollarsin thousands)

Fair Market Value of Adjustment to Appraisal
OREO $ 5,36t Collateral Value N/A (2)

(1) Discount applied to appraisal value, letteindént to purchase, or stated value (in the caseabunts receivable and inventory).
(2) Quantitative disclosures are not provided f&RED because there were no adjustments made tppnaisal value during the current period.

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

(dallarsin thousands)
Fair Market Value of Adjustment to Appraisal

Impaired loans $ 8,97: Collateral Value N/A (2)
Fair Market Value of Adjustment to Appraisal
OREO (3) 5,69: Collateral Value N/A (2)

(1) Discount applied to appraisal value, letteindént to purchase, or stated value (in the caseabunts receivable and inventory).
(2) Quantitative disclosures are not provided fiopaired loans and OREO because there were no agjotst made to the appraisal value during the curren
period.

(3) Reclassified to conform to the current periqafesentation. The reclassification was limiteddmbining historically reported noncovered OREO and
covered OREO into one line item for OREO.

Fair value of financial instruments

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

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

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

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

Loans—Loans are not recorded at fair value on a recgriasis Nonrecurring fair value adjustments are periodycedcorded on
impaired loans that are measured for impairmergdas the fair value of collateral. For most perfing loans, fair value is estimated using
expected duration and lending rates that would hees offered on December 31, 2014 or 2013 fordeamch mirror the attributes of the
loans with similar rate structures and average niags. The fair values resulting from these cadtioins are reduced by an amount representir
the change in estimated fair value attributablehtanges in borrowers’ credit quality since the oaere originated. For nonperforming loans,
fair value is estimated by applying a valuatiorcdist based upon loan sales data from the FDICp&mhased credit impaired loans, fair
value is estimated by discounting the expectedéutash flows using a lending rate that would Haaen offered on December 31, 2{Lével
3).

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

Interest rate contracts—Interest rate contracts are valued in models, whie readily observable market parameters ashhsis
(Level 2).

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

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

Repurchase agreements—The fair value of term repurchase agreements iimattd based on discounting the future cash flosirsguthe
market rate currently offered. The carrying amafraweep repurchase agreements approximates #ireiaiues due to the short period of t
between repricing dates (Level 2).

Other Borrowings — Other borrowings are trust preferred obligatiorsuased by the Company in the Intermountain acqaisifi he fail
value is estimated as the carrying value as thielsgations are redeemable and a market particiwantd expect redemption in the near-term.
Subsequent to year-end, on January 7, 2015, theo@onredeemed these trust preferred obligationsg(L2).

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

December 31,

2014
Carrying Fair
Amount Value Level 1 Level 2 Level 3
(in thousands)
Assets
Cash and due from banks $ 171,22: % 171,22: % 171,22: $ — 3 —
Interest-earning deposits with banks 16,94¢ 16,94¢ 16,94¢ — —
Securities available for sale 2,098,25 2,098,25 20,49¢ 2,077,75 —
FHLB stock 33,36¢ 33,36¢ = 33,36¢ —
Loans held for sale 1,11¢ 1,11¢€ — 1,11¢ —
Loans 5,375,80! 5,516,28 — — 5,516,28
FDIC loss-sharing asset 15,17: 4,05¢ — — 4,05¢
Interest rate contracts 11,80( 11,80( — 11,80( =
Liabilities
Deposits $ 6,924,722 $ 6,921,800 $ 6,416,001 $ 505,78 $ —
FHLB advances 216,56¢ 217,29t — 217,29¢ —
Repurchase agreements 105,08( 106,17: = 106,17: =
Other borrowings 8,24¢ 8,24¢ — 8,24¢ —
Interest rate contracts 11,85 11,85: — 11,85 =
December 31,
2013
Carrying Fair
Amount Value Level 1 Level 2 Level 3
(in thousands)
Assets
Cash and due from banks $ 16503 $ 16503 $ 16503 $ — 3 —
Interest-earning deposits with banks 14,53 14,53 14,53: = =
Securities available for sale 1,664,11 1,664,11 20,11« 1,643,99 —
FHLB stock 32,52¢ 32,52¢ — 32,52¢ —
Loans held for sale 73t 73t — 73t —
Loans 4,444 84. 4,605,03 — — 4,605,03
FDIC loss-sharing asset 39,84¢ 11,24¢ — — 11,24¢
Interest rate contracts 9,04 9,04 — 9,04+ =
Liabilities
Deposits $ 5,959,470 $ 5958,74 $ 5449541 $ 509,20. $ —
FHLB advances 36,60¢t 35,08( — 35,08( —
Repurchase agreements 25,00( 26,36: — 26,36: =
Interest rate contracts 9,04 9,04 — 9,04¢ —

21. Earnings per Common Shari

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

Year Ended December 31,

2014 2013 2012
(in thousands except per share)

Basic EPS:
Net income $ 81,57 % 60,01¢ $ 46,14:
Less: Earnings allocated to participating secigitie

Preferred shares 157 95 —

Nonvested restricted shares 78C 523 443
Earnings allocated to common shareholders $ 80,637 % 59,39¢ $ 45,70(
Weighted average common shares outstanding 52,61¢ 47,99: 39,26(
Basic earnings per common share $ 152 % 124  $ 1.1€
Diluted EPS:
Earnings allocated to common shareholders (1) $ 80,64( % 59,407 $ 45,70(
Weighted average common shares outstanding 52,61¢ 47,99: 39,26(
Dilutive effect of equity awards and warrants 56& 1,05¢ 3
Weighted average diluted common shares outstanding 53,18: 49,05 39,26
Diluted earnings per common share $ 152 % 121 % 1.1¢€

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

(1) Earnings allocated to common shareholderbdsic and diluted EPS may differ under the twoschagthod as a result of adding common
stock equivalents for options and warrants to didushares outstanding, which alters the ratio tsedlocate earnings to common
shareholders and participating securities for tg@ses of calculating diluted EPS.

22. ShareBased Payment

At December 31, 2014 , the Company had one equaitypensation plan (the “Plan”), which is sharehohlgproved, that provides for the
granting of share options and shares to eligiblpleyees and directors up to 1,800,000 shares.

Share AwardsRestricted share awards provide for the immedgseance of shares of Company common stock to tigent, with
such shares held in escrow until certain servicalitions are met, generally four years of contirsealice. Recipients of restricted shares do
not pay any cash consideration to the Companyhfoshares, have the right to vote all shares sttgestich grant, and receive all dividends
with respect to such shares, whether or not theesheve vested. The fair value of share awarégual to the fair market value of the
Company’s common stock on the date of grant.
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A summary of changes in the Company’s nonvesterestend related information for the years endeceBéer 31, 2014 , 2013 and
2012 is presented below:

Weighted

Average

Grant-Date

Nonvested Shares Shares Fair Value
Nonvested at January 1, 2012 362,67! $ 19.2¢
Granted 180,84. $ 21.3:
Vested (118,51) $ 21.6¢
Forfeited (40,919 $ 18.6(
Nonvested at December 31, 2012 384,09 $ 19.5¢
Granted 203,44. $ 20.7¢
Vested (117,15) $ 16.9(
Forfeited (59,78() $ 20.2¢
Nonvested at December 31, 2013 410,59¢ $ 20.7¢
Granted 246,06¢ $ 25.97
Vested (108,37) $ 21.4¢
Forfeited (28,510 $ 21.9:
Nonvested at December 31, 2014 519,78!  § 23.0¢

As of December 31, 2014 , there was $7.0 milliototdl unrecognized compensation cost related hwested share-based compensatio
arrangements granted under the Plan. That cogpeced to be recognized over a weighted averagedoef 2.4 years. The total fair value, as
measured on the date of vesting, of shares vesigbdhe years ended December 31, 2014 , 2018 2642 was $2.3 million , $2.5 million ,
and $2.5 million , respectively.

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

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

A summary of option activity under the Plan as etcBmber 31, 2014 , and changes during the yeaetiaad is presented below.

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Options Shares Price Term ($000)
Balance at December 31, 2013 116,19 $ 65.01
Forfeited (8,75) % 75.3:
Expired (22,330 % 91.9¢
Exercised (9,11 % 12.0¢
Balance at December 31, 2014 75,99¢ $ 62.41 24 $ 391
Vested or expected to vest at December 31, 2014 75,99¢ $ 62.41 24 $ 391
Total Exercisable at December 31, 2014 75,99¢ $ 62.41 24 % 391
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The total intrinsic value of options exercised dgrthe years ended December 31, 2014 , 2013 ,@i®\2as $138 thousand , $410
thousand , and $5 thousand , respectively. Thehteiigaverage grant-date fair value of options gaint during the year ended December 31,
2013 was $3.06 . There were no options granteshduhie years ended December 31, 2014 and 2012e Wee no options that vested during
the years ended December 2014 , 2013, and 2012 .

As of December 31, 2014 , outstanding stock optammsist of the following:

Weighted Average

Number of Weighted Average Weighted Average Number of Exercise Price of
Ranges of Option Remaining Exercise Price of Exercisable Exercisable Option
Exercise Prices Shares Contractual Life Option Shares Option Shares Shares
$0.00 - $9.99 21,57¢ 43 $ 9.91 21,57¢ $ 9.91
$10.00 - $19.99 60C 26 $ 12.61 60C $ 12.61
$30.00 - $39.99 4,051 21 % 30.8¢ 4,057 $ 30.8¢
$40.00 - $49.99 34¢ 35 % 44 .4¢ 34¢ $ 44 .4¢
$50.00 - $136.93 49,41¢ 16 $ 88.6¢ 49,41¢ $ 88.6¢
75,99¢ 24 % 62.41 75,99t g 62.41

It is the Company’s policy to issue new sharessfare option exercises and share awards. The Cogneppenses awards of share
options and shares on a straight-line basis owerdlated vesting term of the award. For the 12thmanded December 31, 2014 , 2013 and
2012 , the Company recognized pre-tax share-basagensation expense of $2.9 million , $2.8 millgovd $1.6 million , respectively.

23. Income Tax

The components of income tax expense (benefitasifellows:

Years Ended December 31,

2014 2013 2012
(in thousands)
Current tax expense $ 2156 % 21,58 % 21,21¢
Deferred tax expense (benefit) 14,64¢ 5,41% (3,65¢€)
Total $ 36,21 % 26,99 $ 17,56:
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Significant components of the Company’s deferredatssets and liabilities are as follows:

December 31,
2014 2013 (1)

(in thousands)
Deferred tax assets:

Allowance for loan and lease losses $ 26,34: % 27,19¢
Supplemental executive retirement plan 9,031 8,56¢
Stock option and restricted stock 1,175 917
OREO 1,101 7,92¢
Nonaccrual interest 68 2,35¢
Purchase accounting 15,27: 15,55
Unrealized loss on investment securities — 7,17¢
Net operating losses and credit carryforwards (1) 14,92¢ 1,25(
Other (1) 532 491
Total deferred tax assets 68,45’ 71,42¢
Deferred tax liabilities:
Asset purchase tax basis difference (6,59%) (7,759
FHLB stock dividends (4,086 (4,159
Deferred loan fees (4,697) (4,512
Unrealized gain on investment securities (2,987 —
Depreciation (5,399 (7,076
Total deferred tax liabilities (23,757 (23,50
Net deferred tax asset $ 4470  $ 47,92¢

(1) Reclassified to conform to current period preagon. The reclassification was limited to indhugl previously reported amounts for net
operating losses and credit carryforwards, whiah leen included in the row for other deferred tssets into a separate row.

A reconciliation of the Company’s effective incomae rate with the federal statutory tax rate isolisws:

Years Ended December 31,
2014 2013 (1) 2012 (1)
Amount Percent Amount Percent Amount Percent

(dollarsin thousands)

Income tax based on statutory rate $ 41,22 35% $ 30,45 3B% $ 22,29 35 %
Reduction resulting from:
Tax exempt instruments (5,32¢) (5)% (4,119 B)% (3,90¢) (6)%
Life insurance proceeds (1,352 (D)% (1,250 (1)% (1,000 (2%
Acquisition costs 44¢ — % 1,362 2% — — %
Other, net (1) 1,21¢ 2% 541 — % 17z — %
Income tax provision $ 36,21 31% $ 26,99/ 1% $ 17,56: 27%

(1) Reclassified to conform to current period preagon. The reclassification was limited to indhugl previously reported amounts for tax
credits in the row for other, net.

As of December 31, 2014 and 2013, we had no ugrezed tax benefits. There were no amounts rekaténterest and penalties
recognized for the years ended December 31, 20d2@h3. The tax years subject to examination by fedardlstate taxing authorities are
years ending December 22014 , 2013, 2012 and 201As a result of recent acquisitions, the Compaay et operating loss carryforward
the federal, Idaho and Oregon jurisdictions of 8.8 million , $38.1 million and $13.5 million ,spectively, which begin to expire in 2024
and federal and Oregon credit carryforwards of $B@lLsand and $1.6 million , respectively. Federatlit carryforwards related to alternative
minimum taxes, and have no expiration, while thegdn credit carryforwards begin to expire in 20l amount of carryforwards that may
be utilized annually is limited under Sections 282l 383 as a result of changes in control. Manageh®dieves that these carryforwards will
be used in the normal course of business, andclis Bas not recorded a valuation allowance.
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24. Regulatory Capital Requirement

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

Quantitative measures established by regulati@nsuire capital adequacy require the Company améuitking subsidiary to maintain
minimum amounts and ratios (set forth in the follogwtable) of total and Tier 1 capital to risk-wieigd assets (as defined in the regulations)
and of Tier 1 capital to average assets (as defindte regulations). Management believes, as aebder 31, 2014 and 2013 , that the
Company and Columbia Bank met all capital adequeguirements to which they are subject.

As of December 31, 2014 , the most recent notificafrom the Federal Deposit Insurance Corporatiaegorized Columbia Bank as
well capitalized under the regulatory framework poompt corrective action. To be categorized as eagitalized, an institution must maintain
minimum total risk-based, Tier 1 risk-based, aner T leverage ratios as set forth in the followtiagles. There are no conditions or events
since the notification that management believeg ltdnanged Columbia Bank’s category. The Companyitarzhnking subsidiary’s actual
capital amounts and ratios as of December 31, 208142013 , are also presented in the followingetabl

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

As of December 31, 2014
Total Capital (to risk-weighted assets):

The Company $ 890,02 141% $ 503,98¢ 8.(% N/A N/A

Columbia Bank $ 860,75! 13.61% $ 503,85: 8.(% $ 629,81t 10.(%
Tier 1 Capital (to risk-weighted assets):

The Company $ 817,80! 129 $ 251,99 4.(% N/A N/A

Columbia Bank $ 788,53: 125% $ 251,92t 4% $ 377,88¢ 6.C%
Tier 1 Capital (to average assets):

The Company $ 817,80! 105% $ 309,57 4.(% N/A N/A

Columbia Bank $ 788,53: 9.7% $ 322,02 4% $ 402,53 5.C%
As of December 31, 2013
Total Capital (to risk-weighted assets):

The Company $ 760,34 1468 $ 414,30( 8.(% N/A N/A

Columbia Bank $ 700,09 1352% $ 414,23t 8.(% $ 517,79 10.(%
Tier 1 Capital (to risk-weighted assets):

The Company $ 695,48 134% $ 207,15 4.(% N/A N/A

Columbia Bank $ 635,24 122% $ 207,11¢ 40% $ 310,67¢ 6.C%
Tier 1 Capital (to average assets):

The Company $ 695,48¢ 10.1¢% $ 272,89: 4.(% N/A N/A

Columbia Bank $ 635,24 9.2¢% $ 273,56( 4.0% $ 341,95 5.C%
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25. Branch Sale:

On August 23, 2014 , Columbia completed a branhtsansaction to Sound Community Bank. In thegeation, Columbia sold three
branches and related assets and deposit liabiiti€®@und Community Bank. The transaction was ceteglwith a transfer of $22.2 million in
deposits to Sound Community Bancorp in exchange figposit premium of 2.35% . Also included in inanch sale were $1.1 million in
loans and $3.8 million in premises and equipmehé Tompany recognized a gain of $565 thousancecktatthe deposit premium, which was
recorded in the line ite®ther noninterest incoma the consolidated statements of income. In agdlditihe Company recorded a $50 thousanc
loss on the disposal of premises and equipmerteckta this transaction, which was recorded inlitteeitemOther noninterest expensethe
consolidated statements of income.

26. Parent Company Financial Information
Condensed Statements of Income—Parent Company Only

Years Ended December 31,

2014 2013 2012
(in thousands)

Income
Dividend from banking subsidiary $ 16,20C $ 183,000 $ 48,95(
Interest-earning deposits 25 68 152
Other income 10 7 —
Total income 16,23t 183,07! 49,10
Expense
Compensation and employee benefits 53C 65€ 182
Other borrowings 83 25¢ —
Other expense 1,43: 4,16: 1,19:¢
Total expenses 2,04¢ 5,07¢ 1,37¢
Income before income tax benefit and equity in sintiuted net income (los
of subsidiaries 14,18¢ 177,99° 47,72¢
Income tax benefit (704) (1,557) (43%)
Income before equity in undistributed net incomsubsidiaries 14,89: 179,54¢ 48,16:
Equity in undistributed net income (loss) of sukmiigs 66,68! (119,53) (2,020
Net income $ 81,57 $ 60,01¢ $ 46,14:
Condensed Balance Sheets—Parent Company Only
December 31,
2014 2013
(in thousands)
Assets
Cash and due from banking subsidiary $ 10,32: % 3,00¢
Interest-earning deposits 12,27« 50,67¢
Total cash and cash equivalents 22,59¢ 53,68t¢
Investment in banking subsidiary 1,207,14. 993,00:
Investment in other subsidiaries 5,351 5,037
Other assets 5,27 1,952
Total assets $ 1,240,36. $ 1,053,67!
Liabilities and Shareholders’ Equity
Other borrowings $ 8,24¢ % —
Other liabilities 3,94( 42¢
Total liabilities 12,18¢ 42¢
Shareholders’ equity 1,228,17! 1,053,24

Total liabilities and shareholders’ equity $ 1,240,36: $ 1,053,67
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Condensed Statements of Cash Flows—Parent Companynlp

Operating Activities
Net income

Adjustments to reconcile net income to net caskigeal by operating

activities:
Equity in undistributed net loss (income) of sukmiigs
Stock-based compensation expense
Net changes in other assets and liabilities
Net cash provided by operating activities
Investing Activities
Net cash acquired (paid) in business combinations
Net cash provided by (used in) investing activities
Financing Activities
Preferred stock dividends
Common stock dividends
Repayment of other borrowings
Exercise of warrants
Purchase and retirement of common stock
Proceeds from exercise of stock options
Downstream stock offering proceeds to the Bank
Excess tax benefit associated with share-based exmsagion
Net cash used in financing activities

Increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Years Ended December 31,

2014 2013 2012
(in thousands)
81,57 $ 60,01¢ $ 46,14
(66,68’ 119,53 2,02(
2,85¢ 2,84¢ 1,62
(409 6,83( (264)
17,34¢ 189,22: 49,52
10,271 (53,159 —
10,27 (53,159 —
(96) (32 —
(49,499 (19,859 (38,829
(14,636 (51,000 —
5,00( — —
(622) (429 —
92¢ 1,092 713
— (100,000 —
20E 1,20: —
(58,719 (169,024 (38,11))
(31,089 (32,960 11,41(
53,68¢ 86,64 75,23¢
22,59¢ $ 53,68: $ 86,64
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27. Summary of Quarterly Financial Information (Unaudit ed)

Quarterly financial information for the years end@ecember 31, 2014 and 2013 is summarized as fellow

First Second Third Fourth Year Ended
Quarter Quarter Quarter Quarter December 31,
(in thousands, except per share amounts)
2014
Total interest income $ 7492 $ 76,08 $ 77,13 $ 79897 $ 308,04:
Total interest expense 98t 963 91z 1,13: 3,99/
Net interest income 73,94( 75,12« 76,22( 78,76¢ 304,04t
Provision for loan and lease losses 1,922 2,117 98( 1,70¢ 6,72
Noninterest income 14,00¢ 14,627 15,93( 15,18t 59,75(
Noninterest expense 57,38¢ 57,76¢ 59,98: 64,15¢ 239,28
Income before income taxes 28,64( 29,87( 31,18¢ 28,081 117,78!
Provision for income taxes 8,79¢ 8,64: 9,60¢ 9,16 36,21:
Net income $ 19,84 % 21,227  $ 21,58: % 18,92( % 81,57«
Per common share (1)
Earnings (basic) $ 03¢ $ 04C $ 041 $ 034 $ 1.52
Earnings (diluted) $ 037 $ 04C % 041 % 034 $ 1.52
2013
Total interest income $ 5476 $ 8226¢ $ 8159 $ 78307 $ 296,93!
Total interest expense 1,27¢ 2,27¢ 1,18¢ 1,09¢ 5,84(
Net interest income 53,48: 79,98¢ 80,41°¢ 77,20¢ 291,09!
Provision (recapture) for loan and lease losses (20 28¢ 3,31: (3,682 (107
Noninterest income 1,65¢ 6,80¢ 7,622 10,61: 26,70(
Noninterest expense 38,04¢ 64,50¢ 64,71« 63,61¢ 230,88t
Income before income taxes 17,11: 22,00t 20,01( 27,88¢ 87,01(
Provision for income taxes 4,93t 7,41¢ 6,73¢ 7,911 26,99
Net income $ 12,17¢  $ 1459 % 13,27¢  $ 19,97  $ 60,01¢
Per common share (1)
Earnings (basic) $ 031 $ 026 % 026 % 03¢ $ 1.24
Earnings (diluted) $ 031 $% 026 % 028 % 03 % 1.21

(1) Due to averaging of shares, quarterly earnpegsshare may not add up to the totals reportethéofull year.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

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

Internal Control Over Financial Reporting
Management’'s Annual Report On Internal Control OFarancial Reporting

The Company’s management is responsible for estabfi and maintaining adequate internal controt éwancial reporting. The
internal control system has been designed to peorddsonable assurance to the Company’s managantehbard of directors regarding the
preparation and fair presentation of the Compapuyflsished financial statements. Internal contra@rdinancial reporting includes maintaining
records that in reasonable detail accurately ainly fa&flect the Company’s transactions; providimgisonable assurance that transactions are
recorded as necessary for preparation of the Coypgéinancial statements; providing reasonable &swe that receipts and expenditures are
made in accordance with management authorizatimhpeoviding reasonable assurance that unauthoaizgdisition, use or disposition of
company assets that could have a material effetit@@ompany’s financial statements would be preacor detected on a timely basis.
Because of its inherent limitations, internal cohtiver financial reporting is not intended to po®/absolute assurance that a misstatement o
the Company'’s financial statements would be preacgtnt detected.

Management has evaluated the effectiveness aftésnial control over financial reporting as of Dexber 31, 2014 based on the control
criteria established in a report entitledernal Control-Integrated Framework (2013)ssued by the Committee of Sponsoring Organinatiuf
the Treadway Commission. Management excluded ftsrassessment the internal control over finanejbrting at Intermountain Community
Bancorp (“Intermountain”), the parent of Panhar8late Bank, which was acquired on November 1, 20iwhose financial data and results
constituted, of the consolidated financial statehaamounts, approximately 9% of loans (net of alloweafor loan losses), 11% of deposits, :
of total assets and 2% of net interest income andffor the year ended December 31, 2014.

Based on such evaluation, management has condbdethe Company'’s internal control over financgporting is effective as of
December 31, 2014There were no changes in our internal control diwancial reporting (as defined in Rules 13a-15¢iyl 15d-15(f) of the
Exchange Act) during our most recently completeddi year that materially affected or are reasgnigf®ly to materially affect internal
control over financial reporting.

Our independent registered public accounting fiam issued an attestation report on our internatabover financial reporting, which
appears in this annual report on Form 10-K.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of ColianBanking System, Inc.
Tacoma, Washington

We have audited the internal control over finanglorting of Columbia Banking System, Inc. andsiibsidiaries (the “Companyds of
December 31, 2014 , based on criteria establighkdéarnal Control—Integrated Framework (201i8sued by the Committee of Sponsoring
Organizations of the Treadway Commission. Becaussagement's assessment and our audit were condoateekt the reporting
requirements of Section 112 of the Federal Depnosiirance Corporation Improvement Act (FDICIA), rmgament’s assessment and our aud
of the Company’s internal control over financigboeting included controls over the preparationh&f $chedules equivalent to the basic
financial statements in accordance with the insimas for the Consolidated Reports of Condition &mmbme for Schedules RC, RI, and RI-

A. The Company’s management is responsible for taiimg effective internal control over financigjporting and for its assessment of the
effectiveness of internal control over financigdoeting, included in the accompanying Managemefitisual Report On Internal Control Over
Financial Reporting. Our responsibility is to exgg@n opinion on the Company’s internal control direncial reporting based on our audit.

As described in Management’s Report on Internalt@sOver Financial Reporting, management exclddem its assessment the
internal control over financial reporting at Intevamtain Community Bancorp (“Intermountaintfe parent of Panhandle State Bank, which
acquired on November 1, 2014 and whose financial diad results constitute approximately 9% of logwes of allowance for loan losses),
11% of deposits, 11% of total assets, and 2% ofmetest income as of and for the year ended Dbeelil, 2014. Accordingly, our audit did
not include the internal control over financial oging at Intermountain.

We conducted our audit in accordance with the staigdof the Public Company Accounting Oversightri8q@nited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheatigéénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegtéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed by, or under the supenvidi the company’s principal
executive and principal financial officers, or pErs performing similar functions, and effected gy tompany’s board of directors,
management, and other personnel to provide reakpassurance regarding the reliability of financeglorting and the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles. A comgfzaimternal control over financial
reporting includes those policies and proceduras(th) pertain to the maintenance of records thatasonable detail, accurately and fairly
reflect the transactions and dispositions of treetsof the company; (2) provide reasonable assertduat transactions are recorded as
necessary to permit preparation of financial stateisiin accordance with generally accepted acomyiptinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amedtdirs of the company; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on tlenéial statements.

Because of the inherent limitations of internaltcolnover financial reporting, including the possti of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventatktected on a timely basis. Also,
projections of any evaluation of the effectivenesthe internal control over financial reportingftdure periods are subject to the risk that the
controls may become inadequate because of chamgesdlitions, or that the degree of compliance Withpolicies or procedures may
deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting as of December 31,
2014 , based on the criteria establishebhiarnal Control—Integrated Framework (201i8sued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We have not examined and, accordingly, we do nptesss an opinion or any other form of assuranc@anagement’s statement
referring to compliance with laws and regulations.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated financial statements as of and foy#s ended December 31, 2014 of the Company angpart dated February 27, 2015
expressed an unqualified opinion on those finarstatements.

[s/ Deloitte & Touche LLP
Seattle, Washington
February 27, 2015
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ITEM 9B. OTHER INFORMATION
Director Retirement

On February 25, 2015, James M. Will notified ther@any that he had decided not to stand for reeleets a director of the Company at
our 2015 Annual Meeting of Shareholders (the “AririMaeting”). Mr. Will will continue to serve as ardctor until his term expires at the
Annual Meeting. His decision was not the resulay disagreement with the Company regarding itsatgjpms, policies, or practices.

Certain Executive Arrangements

On February 27, 2015, the Company and the Bankeshirto an amendment to the employment agreemigmivielanie J. Dressel,
President and Chief Executive Officer. Previousiy-ebruary 2009, in connection with our voluntpayticipation in the U.S. Department of
Treasury’s Troubled Asset Relief Program (“TARR)s. Dressel’'s employment agreement was amendebtide that total payments and
benefits otherwise payable to Ms. Dressel undeethployment agreement upon the occurrence of agehiancontrol-related event would be
limited to an amount equal to $1 less than anydplante payment” amount received. In 2010, the Compepaid in full all of our TARP
obligations and cancelled all of our equity intésdeeld by the U.S. Department of Treasury. Thelraty 27, 2015 amendment removes this
cut-back related to our TARP participation and jules that Ms. Dressel and the Company will coogesatd use all reasonable efforts, in
compliance with applicable law, to minimize the ambof any excise tax imposed by Section 4999 efititernal Revenue Code.

On February 27, 2015, the Bank also entered inanaendment to the second amended and restatedswpphl executive retirement
plan agreement with Ms. Dressel, as well as ameadddestated supplemental executive retirementggacements with each of Clint E.
Stein, Executive Vice President and Chief FinanOifficer and Andrew L. McDonald, Executive Vice Bident and Chief Credit Officer.
Pursuant to these agreements, certain fixed dattexunts for, or fixed dollar caps on, the base ahratirement amount, before any applicable
adjustments, were amended to provide that thecgipé base annual retirement amount, before arlicapfe adjustments, will be an amount
equal to 60% of the average of the applicable eiexa three highest years of base salary. Theeageats also reflect certain other immateria
changes to update and standardize the agreementdlas to simplify administration.
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE

Information regarding “Directors, Executive Offiseand Corporate Governance” will be set forth emm@ompany’s 2015 Annual Proxy
Statement (the “Proxy Statement”), which will bledi with the SEC within 120 days of the end of 20t4 fiscal year and is incorporated
herein by reference.
ITEM 11. EXECUTIVE COMPENSATION

Information regarding “Executive Compensation” vii# set forth in the Proxy Statement and is inc@teal herein by reference.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED

STOCKHOLDER MATTERS

Information regarding “Security Ownership of Cent&ieneficial Owners and Management and RelateckBodder Matters” will be set
forth in the Proxy Statement and is incorporateineby reference. Information relating to secaestauthorized for issuance under the
Company’s equity compensation plans is includedart Il of this Annual Report on Form 10-K undeteth 5. Market for Registrant’s
Common Equity, Related Stockholder Matters anddsBwurchases of Equity Securities.”
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information regarding “Certain Relationships andaed Transactions, and Director Independence”lvélket forth in the Proxy
Statement and is incorporated herein by reference.
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information regarding “Principal Accounting Feeslé@ervices” will be set forth in the Proxy Staternamd is incorporated herein by
reference.
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a)(1) Financial Statements:

The Consolidated Financial Statements and relatedrdents set forth in “ltem 8. Financial Statememts Supplementary Data” of this
report are filed as part of this report.

(2) Financial Statements Schedules:

All other schedules to the Consolidated Financiaté3nents required by Regulation S-X are omittezhbse they are not applicable, not
material or because the information is includethaConsolidated Financial Statements and relatégbsnin “Item 8. Financial Statements and
Supplementary Data” of this report.

(3) Exhibits:

The response to this portion of Item 15 is submitie a separate section of this report appearintetiiately following the signature pa
and entitled “Index to Exhibits.”
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized, on the 27th day of February 2015 .

COLUMBIA BANKING SYSTEM, INC.
(Registrant)

By: /sl MELANIE J. DRESSEL

Melanie J. Dressel

President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant and in the capacities indicatedthe 27th day of February 2015 .

Principal Executive Officer:

By: /sl MELANIE J. DRESSEL

Melanie J. Dressel

President and Chief Executive Officer

Principal Financial Officer:

By: /s/ CLINT E. STEIN
Clint E. Stein

Executive Vice President and Chief Financial Office

Principal Accounting Officer:

By: /sl BARRY S. RAY
Barry S. Ray

Senior Vice President and Chief Accounting Officer

Melanie J. Dressel, pursuant to a power of attothayis being filed with the Annual Report on FolftK, has signed this report on
February 27, 2015 as attorney in fact for the feifay directors who constitute a majority of the twbaf directors.

[David A. Dietzler] [Michelle M. Lantow]
[Craig D. Eerkes] [S. Mae Fujita Numata]
[Ford Elsaesser] [Daniel C. Regis]

[Mark A. Finkelstein] [Betsy W. Seaton]

[John P. Folsom] [William T. Weyerhaeuser]
[Frederick M. Goldberg] [James M. Will]

[Thomas M. Hulbert]

/sl MELANIE J. DRESSEL

Melanie J. Dressel
Attorney-in-fact

February 27, 2015
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INDEX TO EXHIBITS

Exhibit No. Exhibit

2.1 Agreement and Plan of Merger, dated as of Jul\2@34, by and between Columbia Banking System,dnd.
Intermountain Community Bancorp (1)

3.1 Amended and Restated Articles of Incorponaf?)

3.2 Amended and Restated Bylaws (3)

4.1 Specimen of common stock certificate (4)

4.2 Pursuant to Item 601(b) (4) (iii) (A) of Regulati®K, copies of instruments defining the righthofders of long-term debt

and preferred securities are not filed. The Comprges to furnish a copy thereof to the SecurtiesExchange
Commission upon request.

10.1* Amended and Restated Stock Option andtE@Qompensation Plan (5)

10.2* Form of Stock Option Agreement (6)

10.3* Form of Restricted Stock Agreement (6)

10.4* Form of Stock Appreciation Right Agreerhé)

10.5* Form of Restricted Stock Unit Agreemesit (

10.6* Form of Long-Term Restricted Stock Agresn(7)

10.7* Amended and Restated Employee Stock RseRlan (8)

10.8 Office Lease, dated as of December 159 ,19&ween the Company and Haub Brothers Entegofigest (9)

10.9* Employment Agreement between the Bank,Gbmpany and Melanie J. Dressel effective Augugo4 (10)

10.10* Amendment to Employment Agreement between the BidwekCompany and Melanie J. Dressel effective Fatyrili, 2009
(11)

10.11* Amendment to Employment Agreement effective Decamtie 2008 among the Bank, the Company and Melariressel
12)

10.12* Change in Control Agreement betweerBtaek and Kent L. Roberts dated December 4, 201)1 (13

10.13* Change in Control Agreement betweerBtaek and Mark W. Nelson dated as of October 232204)

10.14* Change in Control Agreement betweerBthek and Clint E. Stein dated as of October 242204)

10.15* Form of Long-Term Care Agreement between the Bre&kCompany, and each of the following directors: Fblsom, Mr.

Hulbert, Mr. Matson, Mr. Rodman, Mr. Weyerhaeusad 8r. Will (15)

10.16* Amended and Restated Executive Supplemental Corapen®greements dated as of May 27, 2009 among@ tmpany,
Columbia State Bank and Melanie J. Dressel and Marklelson, respectively (16)

10.17* Amended and Restated 401 Plus Plan (Deferred Casafien Plan) dated December 14, 2011 for dire@ndskey
employees (13



10.18* Form of Supplemental Compensation Agreement betweeBank and Mssrs. Andrew L. McDonald and ClinSEein,
respectively (6)
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Exhibit No. Exhibit
10.19* Form of Indemnification Agreement betwdlbe Company and its directors (12)
10.20* Supplemental Executive Retirement Plgnedment between the Bank and Clint E. Stein, #fiedune 1, 2013 (17)
10.21* Supplemental Executive Retirement Plan Agreememtden the Company and Andrew L. McDonald, effecfiuae 1,
2013 (17)
10.22* ag?nge in Control Agreement between the Bank ardlaye5. Robbins dated February 4, 2014 (effectiaedd 1, 2014)
10.23* West Coast Bancorp 2002 Stock Incerfilan (19)
10.24* West Coast Bancorp 2012 Omnibus Incerfdlan (19)
10.25* 2014 Stock Option and Equity CompensaRtan (20)
10.26* 2014 Form of Restricted Stock Agreem(@0)
10.27* 2014 Form of Stock Option Agreement (20)
10.28* 2014 Form of Stock Appreciation Rightgréement (20)
10.29* 2014 Form of Restricted Stock Unit Agremt (20)
10.30* 2014 Form of Cash Award Agreement (20)
10.31* (Szu:Bplemental Executive Retirement Plan Agreememtden the Company and David C. Lawson, effectivg 1u2013
10.32* Change in Control Agreement betweerBtaek and Andrew L. McDonald dated June 1, 2014 (22)
10.33*+ Employment Agreement among the Bang,Gompany and Hadley S. Robbins dated Septemb&023,
10.34*+ Change in Control Agreement betweerBthek and David C. Lawson, dated September 25, 2013
14 Code of Ethics (23)
21+ Subsidiaries of the Company
23+ Consent of Deloitte & Touche LLP
24+ Power of Attorney
31.1+ Certification of Chief Executive OfficBursuant to Section 302 of the Sarbanes-Oxley A2002
31.2+ Certification of Chief Financial OfficBursuant to Section 302 of the Sarbanes-Oxley A2002
32+ goe(r)tzification Filed Pursuant to 18 U.S.C. Secti@@, as Adopted Pursuant to Section 906 of theaBabOxley Act of
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December 31, 2014 is formatted in XBRL: (i) Audit€dnsolidated Balance Sheets, (ii) Audited Constéid Statements of
Income, (iii) Audited Consolidated Statements ofipoehensive Income, (iv) Audited Consolidated Steets of Changes
in Shareholders’ Equity, (v) Audited Consolidatadt8ments of Cash Flows, and (vi) Notes to Aud@edsolidated
Financial Statements.
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(22)
(23)

Incorporated by reference to Exhibit 2.1 &f @ompany’s Current Report on Form 8-K filed July 2014

Incorporated by reference to Exhibit 3.1 af @ompany’s Quarterly Report on Form 10-Q for tharter ended March 31, 2013

Incorporated by reference to Exhibit 3.2 af @ompany’s Current Report on Form 8-K filed onraeby 2, 2010

Incorporated by reference to Exhibit 4.3 af @ompany’s S-3 Registration Statement (File N8-B36350) filed December 19, 2008
Incorporated by reference to Exhibit 99.1hef Company’s S-8 Registration Statement (File 188-860370) filed July 1, 2009

Incorporated by reference to Exhibits 10.251dnd 10.16 of the Company’s Annual Report on FborK for the year ended December 31, 2007
Incorporated by reference to Exhibit 10.1h&f Company’s Current Report on Form 8-K filed Jayp&a 2010

Incorporated by reference to Exhibit 10.7h& Company’s Annual Report on Form 10-K for therysaled December 31, 2010

Incorporated by reference to Exhibit 10.5i& Company’s Annual Report on Form 10-K for therysaled December 31, 2000

Incorporated by reference to Exhibit 10.2h&f Company’s Quarterly Report on Form 10-Q fordharter ended June 30, 2004

Incorporated by reference to Exhibit 3.1k&f Company’s Current Report on Form 8-K filed Felbyul9, 2009

Incorporated by reference to Exhibits 10.@ 46.4 of the Company’s Quarterly Report on ForrQLfor the quarter ended September 30, 2009
Incorporated by reference to Exhibits 10.4d #0.15 of the Company’s Annual Report on FornK1fd+ the year ended December 31, 2011
Incorporated by reference to Exhibits 10.d 6.2 of the Company’s Current Report on Form fld¢l October 29, 2012

Incorporated by reference to Exhibit 10.3r&f Company’s Quarterly Report on Form 10-Q fordharter ended September 30, 2001
Incorporated by reference to Exhibits 10.d 46.3 of the Company’s Current Report on Form fld¢l on June 2, 2009

Incorporated by reference to Exhibits 10.d 6.2 of the Company’s Quarterly Report on ForrQLfor the quarter ended September 30, 2013
Incorporated by reference to Exhibit 10.23h&f Company’s Annual Report on Form 10-K for tiearyended December 31, 2013

Incorporated by reference to Exhibits 99.d 88.2 of the Company’s S-8 Registration Stater(féife No. 333-187690) filed April 2, 2013
Incorporated by reference to Exhibits 99.1698 the Company’s S-8 Registration Statemene(Rib. 333-195456) filed April 23, 2014
Incorporated by reference to Exhibit 10.1hef Company’s Quarterly Report on Form 10-Q fordbarter ended March 31, 2014

Incorporated by reference to Exhibit 10.1h&f Company’s Quarterly Report on Form 10-Q fordgharter ended June 30, 2014

Incorporated by reference to Exhibit 14 & @ompany’s Annual Report on Form 10-K for the yeraded December 31, 2003

* Management contract or compensatory plan or gaarent

+ Filed herewith

124



EXHIBIT 10.33

EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this “Agreement”) is ezred into this 28 day of September 2012, by
and between the Columbia State Bank, a Washingtakibg corporation (“Columbia Bank”), together wilolumbia
Banking System, Inc., a Washington corporation (8TBand, as applicable, its subsidiaries andiatéls (Columbia
Bank, CBSI and its subsidiaries, collectively, ti®@mpany”) and Hadley Robbins (the “Executive”) dacgffective as
of the Effective Date (as defined below). If thée€five Date shall not occur, this Agreement shalhull and void ab
initio and of no further force and effect.

1. Effective Date The “Effective Date” shall mean the Closing Date defined in the Agreement and
Plan of Merger by and among CBSI, West Coast Ban€®/CB”) and SUB, dated as of September 25, 2012.

2. Terms of Employment(a)_Position and Dutieqi) While employed by the Company, the Execushall
serve in the position of Senior Vice President,goreand Southwest Washington Group Manager, wéldthies and
responsibilities that are customarily assignedutthgosition. The Executive shall be employed inBMC:orporate
offices as of immediately prior to the EffectivetBan Portland, Oregon.

(i)  While employed by the Company, but excluding anyqas of vacation and sick leave to
which the Executive is entitled under this Agreemdre Executive shall be employed by the Compang o
full- time basis and agrees to devote such time aed:essary to discharge the responsibilities ra?ewtig) the

and efficiently. It shall not be a violation of shi\greement for the Executive to (A) serve on coafm civic or
charitable boards or committees, (B) deliver lezsufulfill speaking engagements or teach at edalt
institutions, or (C) manage personal investments.

(b) Compensation (i) Base Salary The Executive shall receive an annual base sétaey'Annual
Base Salary”) at a rate of $216,000, payable io@ance with the Company’s normal payroll policiEse Annual
Base Salary shall be reviewed for increase at Eastally pursuant to its normal performance revpelicies for
executives. The Annual Base Salary shall not beaed after any increase and the term Annual BalseySas utilized
in this Agreement shall refer to Annual Base Saémgo increased.

(i)  Annual Bonus With respect to each fiscal year ending whileEecutive is employed by
the Company, the Executive shall receive an anmoalis (the “Annual Bonus”) with a target opportyrof
twenty-five percent of Annual Base Salary (the ‘getrBonus”). The actual Annual Bonus, which coudd b
higher or lower than the Target Bonus, shall beetam the attainment of performance objectivesto b
established by the Board or the Compensation Caeendtf the Board. The Annual Bonus shall be paichish
no later than March 15 of the year following theuyt which the Annual Bonus relates. The actualush
Bonus that is earned in 2013 will be prorated fthmEffective Date.




(i)  Restricted Stock AwardsAs soon as practicable following ninety daysratte Effective
Date, the Company shall, subject to approval byBib&rd, grant the Executive 3,000 shares of restfistock o
the Company that vests over a four year periodlémis: 20 percent on the second anniversary oEfffective
Date, 30 percent on the third anniversary of tfedfve Date and 50 percent on the fourth annivgrshthe
Effective Date. In the event that the Board dodsapprove such grant, the Executive shall be gdaateash-
settled award equal in value to the RestrictedkStioat vests on the same schedule and otherwise has
substantially similar terms and conditions.

(iv) Other Employee Benefit PlanVhile employed by the Company, the Executive anthe
Executive’s family, as the case may be, shall lgpbéé for participation in all benefits under glans, practices,
policies and programs provided by the Company basas that is no less favorable than those gegerall
applicable or made available to other executivat®iCompany (in all cases taking into accounBkecutives
service with WCB prior to the Effective Date). TBrecutive shall be eligible for participation imnige benefits
and perquisite plans, practices, policies and nmogr(including, without limitation, expense reimdement
plans, practices, policies and programs) on a Iltlaatss no less favorable than those generallyicgige or
made available to other senior officers of the Canyp

(v) Retention Bonus The Executive shall be granted a cash retenti@archequal to $554,365
(the “Retention Bonus”), which shall vest in twauagjinstallments on each of the first and secomivansaries
of the Effective Date, subject to continued emplewtthrough the applicable vesting date (excepraaded
by Section 4 of this Agreement). The vested porsioall be credited to a deferred compensation ataeiih
the same investment elections available to the lkexas are available to participants in the CdlismBank’s
401 Plus Plan (Executive Deferred Compensationf@rmogand shall be paid in a lump sum as soon as
reasonably practicable following any terminatioreofployment that constitutes a “separation fromiset
within the meaning of Section 409A of the InterRalvenue Code of 1986, as amended (the “Code”)esutn
potential delay pursuant to Section 11(f) of thgrdement.

(vi) SERP. The Executive shall continue to participate i@ Bupplemental Executive
Retirement Plan adopted by WCB, West Coast Banklan&xecutive, as amended and restated Janu2adpg
(the “SERP?”) in accordance with its existing teramsl conditions; provided, however, that if the Exe®
remains employed by the Company for two years #fieEffective Date or if the Executive’s employrin
terminated by the Company without Cause (as defiosdolw) or due to Disability (as defined in the SERr by
the Executive with Good Reason (as defined belawing the two year period following the Effectivat®, the
benefit paid under the SERP shall be no less thameount equal to the Change in Control Benefitah in
Section 3.5 of the SERP (the “SERP Benefit”). Bywdillustration, assuming that the Executive’s
employment is terminated immediately following tB®sing Date, he would be entitled to the estim&hdnge
in Control Benefit set forth on Exhibit Abased on the assumptions set forth thereon.
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(vi)  Change in Control AgreemenAs of the Effective Date, the Executive shallegnhto a
change in control agreement in substantially tmmfattached as Exhibit 8iat shall have terms and conditions
that are no less favorable than the terms and tiondiprovided to similarly situated executiveste Compan

3. Termination of Employment(a) Death or Disability The Executive’s employment shall terminate
automatically upon the Executive’s death duringlevthe Executive is employed by the Company. [f@loenpany
determines in good faith that the Disability of #heecutive has occurred while the Executive is eygd by the
Company (pursuant to the definition of Disabiligt $orth below), it may provide the Executive withitten notice in
accordance with Section 11(a) of this Agreemeiritsahtention to terminate the Executive’s employtén such
event, the Executive’s employment with the Compsimgll terminate effective on the 30th day afteengicof such
notice by the Executive (the “Disability Effectiiate”); provided that, within the 30 days aftertsueceipt, the
Executive shall not have returned to full-time peniance of the Executive’s duties. For purposeahiefAgreement,
“Disability” shall mean the absence of the Execaifivom the Executive’s duties with the Company dullatime basis
for 90 consecutive days, or a total of 180 dayaniyn 12month period, as a result of incapacity due to edemtphysica
iliness that is determined to be total and permabgm@ physician selected by the Company or itsrgrs and
acceptable to the Executive or the Executive’sllegaresentative.

(b) Cause The Company may terminate the Executive’'s emptytneither with or without Cause.
For purposes of this Agreement, “Cause” shall mean:

() embezzlement, dishonesty or other fraudulent agtving the Company or the Compasy’
business operations;

(i)  willful material breach of Section 10 of this Agreent or a confidentiality policy of the
Company;

(i)  conviction (where entered upon a verdict or a gleauding a plea of no contest) on any
felony charge or on a misdemeanor directly reflectipon the Executive’s honesty; or

(iv) an act or omission that materially injures the Camys reputation, business affairs or
financial condition, if that injury could have besrasonably avoided by the Executive.

(c) Good ReasonThe Executive’'s employment may be terminatedhigyExecutive with or without
Good Reason. For purposes of this Agreement, “Geason” shall mean, in the absence of a writtesaaof the
Executive, any of the following:

(i) any material reduction in the Executive’s Annuat8&alary or reduction or elimination of
any compensation or benefit plan benefiting theckkee, which reduction or elimination does not getly
apply to substantially all similarly situated exaees of the Company or such executives of any esgar entity
or of any entity under the control of the Company;




(i) arelocation or transfer of the Executive’s platemployment to an office or location that
is more than 35 miles from the Executive’s primpigce of employment as of the Effective Date; or

(i)  a material diminution in the Executive’s resporigibs, authority or duties from the
Executive’s responsibilities, authority and dutissof the Effective Date.

For purposes of this Section 3(c), the Executivetrpuovide notice of the Good Reason event witlin&ys of
the initial existence of the condition giving rigethe Good Reason event, and the Company shal 3@days to
remedy the Good Reason event.

(d) Notice of Termination Any termination by the Company for Cause, orhmy Executive for Good
Reason, shall be communicated by Notice of Ternundb the other party hereto given in accordanite $ection 11
(a) of this Agreement.

(e) Date of Termination “Date of Termination” means (l) if the Executisgegmployment is terminat
by the Company for Cause, or by the Executive wittvithout Good Reason, the date of receipt ofibtece of the
termination of the Executive’s employment with tempany or any later date specified therein wiB0rdays of such
notice, as the case may be, (ii) if the Executiegigloyment is terminated by the Company other thaause or
Disability, the Date of Termination shall be théedan which the Company notifies the Executiveumfhstermination
and (iii) if the Executive’s employment is termiadtby reason of death or Disability, the Date affiieation shall be
the date of death of the Executive or the Disabiitfective Date, as the case may be.

4. Obligations of the Company upon Terminatida) Good Reason; Other Than for Cause or Deiétine
Company terminates the Executive’s employment figrr@ason other than for Cause or death or theuUfixecshall
terminate employment for Good Reason:

(i) the Company shall pay to the Executive in a lump sucash within 30 days after the Date
of Termination (except as otherwise may be delgeduant to Section 11(f) of this Agreement) thgragate
of the following amounts:

A. the sum of (1) the Executiveaccrued Annual Base Salary and any accrued va
pay through the Date of Termination, (2) the Exeels business expenses that have not been
reimbursed by the Company as of the Date of Tertiminahat were incurred by the Executive prior to
the Date of Termination in accordance with the @jgple Company policy, and (3) the Executive’s
Annual Bonus earned for the fiscal year immediapegceding the fiscal year in which the Date of
Termination occurs if such bonus has been detedrbnénot paid as of the Date of Termination (the
sum of the amounts described in clauses (1) thr@8igbhall be hereinafter referred to as the “Aecru
Obligations™);

B. the Retention Bonus (for the avoidance of douldudh termination of employment
occurs prior to the second anniversary of the Eifedate, the Executive shall vest in full Retenti
Bonus; and




C. the SERP Benefit.

(i) any equity-based awards granted to the Executiakk @bst and become free of restrictions
immediately (the “Equity Benefits”);

(i)  for thel8month period immediately following the Date of Tenation, the Company sh
pay the premiums (both the employer and employettops) for COBRA health care continuation coverage
under Section 4980B of the Code, or any replacemesticcessor provision of United States tax ladeunhe
Company’s group health plans as in effect at ihat tand the Executive shall have the rights akbalander
COBRA to change plans and coverage category dtim@pplicable coverage period (collectively theglfére
Benefits”);

(iv) atthe Executive’s election, for up to 12 montlmfrthe Date of Termination, the
Executive may elect to receive up to $5,000 in laggment and/or tax planning services from serpiogiders
selected by the Company; and

(v) to the extent not theretofore paid or provided,@loenpany shall timely pay or provide to
the Executive any other amounts or benefits redumebe paid or provided or that the Executivdigilde to
receive under any plan, program, policy, practiostract or agreement of the Company and its aiféit
companies through the Date of Termination (suclkerodimounts and benefits shall be hereinafter edeir as
the “Other Benefits”). As used in this Agreemehg term “affiliated companies” shall include anyrgmany
controlled by, controlling or under common contrath the Company.

(b) Death. If the Executive’'s employment is terminated bgsen of the Executive’s death, this
Agreement shall terminate without further obligatdo the Executive’s legal representatives urfuerAgreement,
other than for (i) payment of Accrued Obligatiofig,payment of the Retention Bonus, (iii) the timpayment or
provision of Other Benefits, (iv) the Welfare Beitgf(v) the Equity Benefits, and (vi) the SERP B#ts. The Accrued
Obligations and Retention Bonus shall be paid ¢éoHkecutive’s estate or beneficiary, as applicabla,lump sum in
cash within 30 days of the Date of Termination.iW#spect to the provision of the Other Benefits,term Other
Benefits as utilized in this Section 4(b) shalllite death benefits for which the Company pays &ffect on the date
of the Executive’s death and the continued prowisibthe Welfare Benefits.

(c) Cause; Other than for Good Reasdinthe Executive’s employment shall be terminagdhe
Company for Cause or the Executive terminates eynmat without Good Reason prior to the first anrsaey of the
Effective Date, this Agreement shall terminate withfurther obligations to the Executive other thia@ obligation to
pay to the Executive (i) the Accrued Obligationstigh the Date of Termination, (ii) the Other Betsednd (iii) the
SERP Benefit, in each case to the extent theretafopaid. The Accrued Obligations shall be paithéoExecutive in a
lump sum in cash within 30 days of the Date of Tiaation. If the Executive’s employment shall benierated by the
Company for Cause or the Executive terminates eynmot without Good Reason at any time on or afterfirst
anniversary of the Effective Date, this Agreemdnatlisterminate without further obligations to thed€utive other




than the obligation to pay to the Executive (i) &erued Obligations through the Date of Terminati@i) the vested
portion of the Retention Bonus, (iii) the Other Bé&ts and (iv) the SERP Benefit, in each case ¢oetktent theretofore
unpaid. The Accrued Obligations and the RetentionU8 shall be paid to the Executive in a lump sugash within
30 days of the Date of Termination, except as otlsermay be delayed pursuant to Section 11(f) isfAlgreement.

5. Eull Settlement The Company’s obligation to make the paymentsidea for in this Agreement and
otherwise to perform the obligations hereunderlsiwlbe affected by any setoff, counterclaim, tgmoent, defense or
other claim, right or action that the Company mayehagainst the Executive or others. In no evegit 8fe Executive
be obligated to seek other employment or take #mgr@action by way of mitigation of the amounts g@lalg to the
Executive under any of the provisions of this Agneat, and such amounts shall not be reduced whetheat the
Executive obtains other employment. The Compangegjto pay as incurred, to the full extent permhitte law, all
legal fees and expenses that the Executive magnmahly incur as a result of any contest by the Gamgpany of its
affiliates or their respective predecessors, ssmrer assigns, the Executive, his estate, beaedis or their
respective successors and assigns of the validiyforceability of, or liability under, any provas of this Agreement
(including as a result of any contest by the Exgeudbout the amount of any payment pursuant toAlgreement);
provided that the Executive prevails on at least im@aterial claim.

6. Section 280G The terms and conditions of Section 5 of the @ean Control Agreement by and among
West Coast Bank, WCB and the Executive (the “WCRBi@fe in Control Agreement”) shall remain in fulide and
effect, with all references to the Company in thEBVChange in Control Agreement to be deemed tao tefthe
“Company” as defined in this Agreement.

7. Successors(a) This Agreement is personal to the Executive \@ithout the prior written consent of the
Company shall not be assignable by the Executikies Agreement shall inure to the benefit of anebforceable by
the Executive’s legal representatives, heirs catiegs.

(b) This Agreement shall inure to the benefit of andimeling upon the Company and its successors
and assigns.

(c) The Company will require any successor (whethexadior indirect, by purchase, merger,
consolidation or otherwise) to all or substantialllyof the business and/or assets of the Compaagdume expressly
and agree to perform this Agreement in the sameneraand to the same extent that the Company wauteéduired to
perform it if no such succession had taken plaseuged in this Agreement, the “Compasyiall mean the Company
hereinbefore defined and any successor to its bssiand/or assets as aforesaid that assumes aed &gperform this
Agreement by operation of law, or otherwise.

8. Governing Law; Venue; ArbitrationThis Agreement is made with reference to andtesnided to be
construed in accordance with the laws of the SthWashington. Venue for any action arising oubotoncerning this
Agreement shall lie in Pierce County, Washingtorthle event of a dispute under this Agreementdisigute shall be
arbitrated




pursuant to the Superior Court Mandatory ArbitnatiRules (“MAR”) adopted by the Washington State i8ape Court,
irrespective of the amount in controversy. This é@egment shall be deemed as stipulation to the gffesuant to MAR
1.2 and 8.1. Attorney’s fees relating to any dispaith respect to this Agreement shall be allocatelmanner
consistent with Section 12(c) of the WCB Chang€amtrol Agreement.

9. Restrictive Covenants(a) Definitions. For purposes of this section, the following tetmase the meaning
stated below:

(1) “Banking institution” means any state or nationahk, state or federal savings and loan
association, mutual savings bank or state or fédesdit union or any of their holding companies.

(2) *“Competing activities” means any activities that abmpetitive with the business activities
of the Company or any of its subsidiaries as cotetliat the commencement of, or during the ternhef,
restricted period.

(3) “Financial institution” means any banking instituti(as defined in paragraph (1) above),
trust company or mortgage company regardless tdged form of organization or whether it is in gence or i
in formation.

(4) “Restricted areaimeans any county in Oregon or Washington in whiehG@ompany or ar
of its subsidiaries either has a branch or othigceoit the commencement of the restrictive peravdhas
decided to open a branch or other office duringéiséricted period, provided that fact has beenmamcated
to the Executive before the Executive’s terminabbemployment.

(5) “Restricted period” means a period of:
(A) 12 months from the date of Executive’s terminatbbemployment; or

(B) 12 months from the date of the Executive’s termamaif the change in control
benefit under Executive’s change in control agregméth the Company is payable.

(6) “Subsidiaries’'means any current or future subsidiary of the Compagardless of whetr
it is 100% owned by CBSI or Columbia Bank.

(b) Restrictions The Executive agrees that, during the restriptrtbd, the Executive will not,
directly or indirectly:

(1) Except as provided in subsection (c) below, be eygal by or provide services to any
financial institution that engages in competing\aii¢s in the restricted area, whether as an eygdopofficer,
director, agent, consultant, promoter or in anyilsinposition, function or title;




(2) Have any ownership or financial interest in anyfioial institution that engages in
competing activities in the restricted area thatates the Company’then current published ethical standard
ownership interests in competing businesses;

(3) Induce any employee of the Company or its subsetiao terminate their employment w
Company or its subsidiaries;

(4) Hires or assists in the hiring of any employeehef Company or its subsidiaries for or by
any financial institution that is not affiliated thithe Company or its subsidiaries; or

(5) Induce any person or entity (other than the Exgeilgirelatives or entities controlled by
them) to terminate or curtail its business or cacttral relations with the Company or its subsidsri

(c) Exceptions Regardless of the restriction in subsection {llove, the Executive may be
employed outside the restricted area as an emploffeger, agent, consultant or promoter of a ficiahinstitution that
engages in competing activities in the restricte aprovided the Executive will not:

(1) Actwithin the restricted area as an employee beotepresentative or agent of that
financial institution;

(2) Have any responsibilities for that financial ingtiibn’s operations within the restricted ar
or

(3) Directly or indirectly violate the restrictions sfibsection (b)(3), (4) and (5) above.

10. Confidentiality. (a) NondisclosureThe Executive shall not use or disclose any demfiial information
(as defined in subsection (c) below) either duondpllowing the term of this Agreement, excepteguired by the
Executive’s duties under this Agreement or as etlser allowed under subsection (b) below.

(b) Exceptions The Executives nondisclosure obligation under subsection (ayalmes not apply
any use or disclosure that is:

(1) Made with the prior written consent of the Comparniytesident;

(2) Required by a court order or a subpoena from argovent agency (provided, however,
that the Executive must first provide the Compaiity veasonable notice of the court order or subpoerorder
to allow the Company the opportunity to contestrégested disclosure); or

(3) Of confidential information that has been previgudisclosed to the public by the
Company or is in the public domain (other than dgson of Executive’s breach of this Agreement).




(c) *“Confidential Information” includes any of the Comapy’s (or its subsidiaries’ or affiliate’s) trade
secrets, customer or prospect lists, informatigarging product development, marketing plans, gabass, strategic
plans, projected acquisitions or dispositions, ngangent agreements, management organization inflarm@tcluding
data and other information relating to memberdefBoard and management), operating policies oualanbusiness
plans, purchasing agreements, financial recordsthar similar financial, commercial, businessemhinical informatio
of any information that the Company or any of itbsdiaries or affiliates has received from sergoaviders, other
vendors or customers that these third parties Hasgnated as confidential or proprietary.

(d) Survival. This section shall survive the termination of Exteve’s employment.

11. Miscellaneous (a) All notices and other communications hereusti@ll be in writing and shall be given
by hand delivery to the other parties or by regexteor certified mail, return receipt requestedstage prepaid,
addressed as follows:

If to the Executive: At the most recent addm@sdile at the Company.

If to the Company:  Columbia Bank
1301 ‘A’ Street, Ste. 800
Tacoma, WA 98402-4200
ATTN: (Corporate Secretar

or to such other address as either party shall hameshed to the other in writing in accordanceelath. Notice and
communications shall be effective when actuallyereed by the addressee.

(b) The invalidity or unenforceability of any provisiah this Agreement shall not affect the validity
enforceability of any other provision of this Agneent.

(c) This Agreement may be executed by .pdf or facsisideatures and in any number of counterpar
with the same effect as if all signatory partied bned the same document. All counterparts sleationstrued
together and shall constitute one and the sameimsnt.

(d) The Company may withhold from any amounts payahtieuthis Agreement such federal, state,
local or foreign taxes as shall be required to ibheld pursuant to any applicable law or regulatio

(e) Any provision of this Agreement that by its ternmtinues after the expiration of this Agreement
or the termination of the Executive’s employmerdlsburvive in accordance with its terms.

() If any compensation or benefits provided by thisegnent may result in the application of sectio
409A of the Code, Executive shall provide writtertice thereof (describing in reasonable detailaasis therefor) to
the Company, and the Company shall, in consultatitm the Executive, modify this Agreement in teast restrictive
manner necessary




in order to exclude such compensation from thendedn of “deferred compensation” within the meamiof Section
409A of the Code or in order to comply with thepstons of Section 409A of the Code, other appliegivovision(s)
of the Code and/or any rules, regulations or otbgulatory guidance issued under such statutoryigioms and withot
any diminution in the value of the payments toExecutive. Any payments that, under the terms igfAlgreement,
qualify for the “short-term” deferral exception wardlreasury Regulations Section 1.409A-1(b)(4),"Heparation pay”
exception under Treasury Regulations Section 1.40@A(9)(iii) or any other exception under SectddPA of the
Code will be paid under the applicable exceptianthé greatest extent possible. Each payment uhideAgreement
shall be treated as a separate payment for purpdS&ection 409A of the Code. Anything in this Agneent to the
contrary notwithstanding, if at the time of the EnBve’s separation from service within the mearofhéection 409A
of the Code, the Executive is considered a “spati@mployee” within the meaning of Section 409ALHR)(i) of the
Code, and if any payment that the Executive becangted to under this Agreement is considerecaetl
compensation subject to interest, penalties andiadal tax imposed pursuant to Section 409A of@wele as a result
of the application of Section 409A(a)(2)(B)(i) &kt Code, then no such payment shall be payabletprtbe date that
the earlier of (i) six months and one day afterEiecutive’s separation from service or (ii) theeEutive’s death. In no
event shall the date of termination of the Exe@iivemployment be deemed to occur until the Exeewgkperiences a
“separation from service” within the meaning of @t 409A of the Code, and notwithstanding anytheogtained
herein to the contrary, the date on which suchrsgipa from service takes place shall be the Dafeeomination. All
reimbursements provided under this Agreement stegfirovided in accordance with the requiremenSeaftion 409A
of the Code, including, where applicable, the regjaent that (A) the amount of expenses eligibladanbursement
during one calendar year will not affect the amafréxpenses eligible for reimbursement in any iotiadéendar yeatr,
(B) the reimbursement of an eligible expense welinbade no later than the last day of the calengiar fpllowing the
calendar year in which the expense is incurred;(@dhe right to any reimbursement will not be jegbto liquidation
or exchange for another benefit. Notwithstandirggftiregoing, the Company makes no representaticov@nant to
ensure that the payments and benefits under thiselgent are exempt from, or compliant with, Sectio@A of the
Code.

(g) Excepts as explicitly set forth herein, this Agresmnconstitutes the entire agreement between th
parties hereto with respect to the subject matteedf, and supersedes all prior agreements, orafitten, between the
parties hereto with respect to the subject mattezdf (it being understood, for the avoidance afldpthat Section 5
and Section 12(c) of the WCB Change in Control Agnent, shall continue to survive according toatsns).

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the Executive has hereuntdlssExecutive’s hand and, pursuant to the
authorization from its Board, the Company has catisese presents to be executed in its name oeilitslf, all as of
the day and year first above written.

EXECUTIVE

/s/ Hadley Robbins

COMPANY

By /s/ Kent Roberts
Name: Kent Roberts
Title: EVP, HR Director




Exhibit A

Change in Control Benéefit
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Form of Change in Control Agreement
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EXHIBIT 10.34

COLUMBIA STATE BANK
CHANGE IN CONTROL AGREEMENT

THIS CHANGE IN CONTROL AGREEMENT (“Agreement”) isawle and entered into effective this 25th day
of September 2013, by and between COLUMBIA STATENBA a Washington banking corporation (the “Bankiga
David C. Lawson (“Employee”).

Recitals

A. The Bank currently receives the exclusiverieeis of Employee as its employee, and Employeretetha
this employment relationship continue.

B. The Bank desires to provide a severance heteefEmployee (i) to encourage Employee to cord
employment with the Bank; (ii) to continue obtamiBmployees services in the event of a potential Change inti©l
(as defined below) of Columbia Banking System, [H€BSI”), the parent holding company of the Bank, that me
detrimental to the Employee; and (iii) to allow AB8 maximize the benefits obtainable by its shatéérs from an
Change in Control.

In consideration of the mutual promises, covenagseements and undertakings contained in this ekgeat
the parties hereby contract and agree as follows:

Agreement

1. Term. The term of this Agreement (“Termshall commence as of the date first above writtehshal
end on the earlier of the termination of Emplogeemployment in a manner that does not constituferainatior
Event or on the fifth anniversary of the date fabbve written, unless extended in writing by thetips.

2. Severance Benefit . In the case of a Termination Event, as define8eantion 4, (i) the Bank shall g
to Employee all salary and benefits earned thrabgleffective date of Employesetermination and a severance be
(“Severance Benefit”) in an amount equal to twoettthe amount of Employee’s thearrent annual base salary,
(i) vesting of all stock options and lapse of rstrictions with respect to restricted stock awashall occur. Payme
of the Severance Benefit shall begin, and vestimg) lapse of restrictions described in the precediagtence shi
occur, (i) in the case of a Termination Event dést in paragraph 4.1, upon the effective datewhination, and (i
in the case of a Termination Event described imgaph 4.2, upon the effective date of the Chandggontrol which i
then pending (or announced within sixty days ofdate when the Employeeémployment terminated). The Sever:
Benefit shall be paid over a two year period inaquonthly payments without interest on the last dheach montl
beginning with the month in which the Terminatioveat described in paragraphs 4.1 or 4.2, as theroay be, occur

3. Other Compensation and Terms of Employment . Except with respect to the Severance Paymes
Agreement shall have no effect on the determinaifcamy




compensation payable by the Bank to the Employeepon any of the other terms of Employgemployment with tf
Bank.

4, Termination Events. A Termination Event shall be deemed to occur upo, only upon, one or mc
of the following:

4.1 Termination of Employes’ employment by the Bank without Cause (as defineldw) or by
Employee for Good Reason (as defined below) wiBéi days following the effective date of a Chang€ontrol; or

4.2 Termination of Employes’employment by the Bank without Cause prior tchar@e in Control
such termination occurs at any time from and aftety days prior to the public announcement by @&SI or an'
other party of a transaction which will result irCaange in Control; provided that the effectiveedat the Change
Control occurs within eighteen (18) months of Enyple’s termination.

5. Restrictive Covenant .

5.1 Non-competition . Employee agrees that, during Emplogeemployment with the Bank or any
its affiliates, and for a period of two years aftemmencement of the payment to Employee of thedece Benefi
Employee will not directly or indirectly become énésted in, as a “foundemftganizer, principal shareholder, direc
or officer, any financial institution, now existirgy organized hereafter, that competes or will cetmpvith CBSI, th
Bank or any of their affiliates (together the “Caang”), including any successor, within any county in whtble
Company does business; providinét Employees covenant not to compete shall terminate in trene¥mploye
waives the right to payment of any balance of teeegance Benefit then payable; and provided furtkiest Employe
shall not be deemed a “principal shareholder” t(@sEmployees investment in such an institution exceeds 2%e
institution’s outstanding voting securities or (ii) Employe@dsive in the organization, management or affairsuct
institution. The provisions restricting competititmy Employee may be waived by action of the Bod&mhployet
recognizes and agrees that any breach of this eovdry Employee will cause immediate and irreparaiury to the
Company, and Employee hereby authorizes recoursleebBank or CBSI to injunction and/or specificfpemance, ¢
well as to other legal or equitable remedies tocWigither may be entitled.

5.2 Non-interference. During the norcompetition period described in Section 5.1, Emeéghall nc
(a) solicit or attempt to solicit any other empleyaf the Company to leave the employ of the Companyn any wa
interfere with the relationship between the Compang any other employee of the Company, (b) sabdicittempt t
solicit any customer of the Company to cease dbumjness with the Company or to otherwise divechstustomes
business from the Company, or (c) solicit or attetopsolicit any supplier, licensee, or other basmrelations of tl
Company to cease doing business with the Company.

5.3 Confidentiality . Employee shall keep all terms of this Agreememndluding the existence of tl
Agreement and the amount of the Severance Bems#fitily confidential. Employee shall keep this Agment in
private location and shall use his or her bestrefftm prevent this Agreement from being seen It including co-
workers.




5.4 Interpretation . If a court or any other administrative body wjithisdiction over a dispute relatec
this Agreement should determine that the restectiosvenant set forth in Section 5.1 above is uoregsdy broad, tt
parties hereby authorize and direct said courtdoninistrative body to narrow the same so as to miakeasonabl
given all relevant circumstances, and to enforeestiime. The covenants in this paragraph shallv&termination ¢
this Agreement.

6. Definitions.

6.1. Cause. “Cause’shall mean only (i) willful misfeasance or grosgjligence in the performance
Employees duties, (i) conduct demonstrably and signifibadtarmful to the Bank (which would include will
violation of any final cease and desist order ajaie to the Bank), or (iii) conviction of a felany

6.2. Change in Control . “Change in Control’shall mean the occurrence of one or more o
following events:

6.2.1. A person, or more than one person acting as a gemguires ownership of stock in
Company that, together with stock held by such@e® group, constitutes more than fifty perce@) of the tote
fair market value or total voting power of the &tas the Company;

6.2.2. A majority of the members of the Compasyoard of directors is replaced during
12-month period by directors whose appointment ortelecis not endorsed by a majority of the membefrdhe
Company’s board of directors before the date ofib@ointment or election; or

6.2.3. A person, or more than one person acting as a gemguires (or has acquired during
12-month period ending on the date of the most reaequisition by such person or persons) assets tlhhenCompan
that have a total gross fair market value equalrtmore than fifty percent (50%) of the total grésis market value ¢
all of the assets of the Company immediately be$oich acquisition or acquisitions.

This definition of “Change in Controi’s intended to comply with, and shall be interpiete a manner consistent wi
the requirements of Section 409A of the U.S. lraeéRevenue Code of 1986, as amended, as U.S. Tyeagulatior
issued thereunder.

6.3. Good Reason . “Good Reason” shall mean (i) any reduction of lEapee’s salary or any reducti
or elimination of any other compensation or bengtin, which reduction or elimination is not of geal application t
substantially all employees of the Bank or suchlegges of any successor entity or of any entitgantrol of the Banl
(i) any changes in Employee’s authority or dutsesbstantially inconsistent with Employsehen office position; «
(iif) any transfer to a location more than thirtyles from Employee’s then office location.

6.4 Termination of Employment. “Termination,” when used in reference to termination
employment, shall mean “separation from servics,f@fined in Section 409A of




the U.S. Internal Revenue Code of 1986, as amerraddd,S. Treasury regulation issued thereunder.

7. Specified Employee - Delay in Payments . If Executive is a “specified employeethen amoun
payable to him under this Agreement on account‘separation from servicehat could cause him to be subject tc
gross income inclusion, interest and additionalgeovisions of U.S. Internal Revenue Code 8§ 409@A{aghall not b
paid until after the end of the sixth calendar rhobeginning after such separation from service (tBespensic
Period”). Within fourteen (14) calendar days after the endhef Suspension Period, the Company shall makeng
sum payment to Executive in cash in an amount efqu#éte sum of all payments delayed because optheedin
sentence. Thereafter, Executive shall receive @amyaming payments under this Agreement as if theediatel
preceding provisions of this Paragraph 8 were noara of the Agreement. For purposes of this Ageetmnthe termr
“specified employee” and “separation from servigtiall have the meanings given to those terms in Wterna
Revenue Code § 409A and the Treasury regulatiesugdsthereunder.”

8. Miscellaneous .

8.1 Integration; Amendment. This Agreement contains the entire agreement betwee parties wit
respect to the subject matter, and is subject tdifmation or amendment only upon amendment iniagitsigned b
both parties.

8.2 Binding Effect. This Agreement shall bind and inure to the benelfit the heirs, leg:
representatives, successors, and assign of thegart

8.3 Severance. If any provision of this Agreement is invalid orherwise unenforceable, all ot
provisions shall remain unaffected and shall bemefable to the fullest extent permitted by law.

8.4 Governing Law; Venue. This Agreement is made with reference to and enidéd to be constru
in accordance with the laws of the State of WagbimgVenue for any action arising out of or conaagnthis
Agreement shall lie in Pierce County, Washingtonthle event of a dispute under this Agreementdisgutes shall t
arbitrated pursuant to the Superior Court Mandatdryitration Rules (“MAR”) adopted by the Washington S
Supreme Court, irrespective of the amount in coetirey. This Agreement shall be deemed as stipulatichat effec
pursuant to MAR 1.2 and 8.1. The arbitrator, indni$er discretion, may award attorneyées to the prevailing party
parties.

8.5 Notices. Any notice required to be given under this Agreenteneither party shall be given
personal service or by depositing a copy thereothn United States registered or certified mailstage prepai
addressed to the following address or such othdread as addressee shall designate in writing:

Company: Columbia Bank
1301 ‘A’ Street, Ste. 800
Tacoma, WA 98402-4200
Attn: (Corporate Secretal




Employee: David C. Lawson
9114 28"Street Ct E
Edgewood, WA 9837

IN WITNESS WHEREOF, the parties have executedAlgiseement effective on the date first above written

BANK: COLUMBIA STATE BANK

By /s MELANIE J. DRESSEL
Melanie J. Dressel
President and Chief Executive Officer

EMPLOYEE:

By /s/ DAVID C. LAWSON
David C. Lawson
EVP and Human Resources Director




SUBSIDIARIES OF THE COMPANY

EXHIBIT 21

Name of Subsidiary State of Incorporation Ownership

Columbia State Bank Washington 100(%
West Coast Trust Company, Inc. Oregon 10(%
Totten Inc. Washington 100(%



EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement Nos. 333-195456, 333-187698;1%0371, 333-160370, 333-145207,
333-144811, 333-135439, 333-125298, 333-120131:188820 and 33-95766 on Form S-8 of our reportsdiBebruary 27, 2015 , relating to
the consolidated financial statements of Columtaakéng System, Inc., and the effectiveness of CblarBanking System, Inc.’s internal

control over financial reporting, appearing in thenual Report on Form 10-K of Columbia Banking ®yst Inc., for the year ended
December 31, 2014 .

/s/ Deloitte & Touche LLP

Seattle, Washington

February 27, 2015



EXHIBIT 24
POWER OF ATTORNEY

The director of Columbia Banking System, Inc. (t@empany”), whose signature appears below, hergppiats Melanie J. Dressel and
William T. Weyerhaeuser, or either of them, ash@s/attorney to sign, in his/her name and behalfiarmany and all capacities stated below,
Company's Form 10-K Annual Report pursuant to $acti3 of the Securities Exchange Act of 1934, delise to sign any and all
amendments and other documents relating theretbadsbe necessary, such person hereby grantiegdio such attorney power to act with or
without the other and full power of substitutiordanrevocation, and hereby ratifying all that anyhsattorney or his substitute may do by virtue
hereof.

This Power of Attorney has been signed by the ¥ahg persons in the capacity indicated, on the 2&th of February, 2015.

Signature Title

/s/ WILLIAM T. WEYERHAEUSER Chairman

William T. Weyerhaeuser

/sl MELANIE J. DRESSEL President, Chief Executive Officer and Director
Melanie J. Dressel

/s/ DAVID A. DIETZLER Director
David A. Dietzler

/s/ CRAIG D. EERKES Director
Craig D. Eerkes

/s FORD ELSAESSER Director
Ford Elsaesser

/sl MARK A. FINKELSTEIN Director
Mark A. Finkelstein

/s/ JOHN P. FOLSOM Director
John P. Folsom

/sl FREDERICK M. GOLDBERG Director
Frederick M. Goldberg

/sl THOMAS M. HULBERT Director
Thomas M. Hulbert

/s MICHELLE M. LANTOW Director
Michelle M. Lantow

Is/'S. MAE FUJITA NUMATA Director
S. Mae Fujita Numata

/s DANIEL C. REGIS Director
Daniel C. Regis
/sl ELIZABETH W. SEATON Director

Elizabeth W. Seaton



/sl JAMES M. WILL Director

James M. Will



EXHIBIT 31.1
CERTIFICATION

I, Melanie J. Dressel, certify that:

1.

2.

| have reviewed this annual report on FornKl@F Columbia Banking System, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to
the period covered by this report;

Based on my knowledge, the financial statemeamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this
report;

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%nd internal control over financial reportirag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd dave:

(a) Designed such disclosure controls and proesgjor caused such disclosure controls and proesdobe designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared;

(b) Designed such internal control over finaneoggdorting, or caused such internal control oveatditial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presentbd report our conclusions
about the effectiveness of the disclosure contatntsprocedures, as of the end of the period cousyréhis report based on such
evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyead, the registrant’s internal control over finaeeporting; and

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuaetimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting which
are reasonably likely to adversely affect the regrg’s ability to record, process, summarize apbrt financial information;
and

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

/sl MELANIE J. DRESSEL

Melanie J. Dressel
President and Chief Executive Officer

Date: February 27, 2015



EXHIBIT 31.2
CERTIFICATION

[, Clint E. Stein, certify that:
1. I have reviewed this annual report on FornkKléfF Columbia Banking System, In

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ort@mstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this report;

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) Designed such disclosure controls and proesgjor caused such disclosure controls and proesdaibe designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared;

(b) Designed such internal control over finaneoggdorting, or caused such internal control oveaiditial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presentbd report our conclusions
about the effectiveness of the disclosure contatntsprocedures, as of the end of the period cousyréhis report based on such
evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyead, the registrant’s internal control over finaeeporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!

functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting which
are reasonably likely to adversely affect the regrg’s ability to record, process, summarize aqbrt financial information;

and

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

/s/ CLINT E. STEIN

Clint E. Stein
Executive Vice President and
Chief Financial Officer

Date: February 27, 2015



EXHIBIT 32
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of ColumbianBimg System, Inc. (the “Company”) on Form 10-K foe period ended December 31,
2014 as filed with the Securities and Exchange Cision on the date hereof (the “Report”), we, Ma&ah Dressel, President and Chief
Executive Officer, and Clint E. Stein, Executivec¥iPresident and Chief Financial Officer, certifyrsuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; an

(2) The information contained in the Report faphgsents, in all material respects, the finarmaldition and results of operations of the
Company.

/sl MELANIE J. DRESSEL

Melanie J. Dressel
President and Chief Executive Officer
Columbia Banking System, Inc.

/s/ CLINT E. STEIN

Clint E. Stein
Executive Vice President and
Chief Financial Officer
Columbia Banking System, Inc.

Dated: February 27, 2015



