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PART I - FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS
CONSOLIDATED BALANCE SHEETS

Columbia Banking System, Inc.
(Unaudited)

ASSETS

Cash and due from banks
Interest-earning deposits with banks

Total cash and cash equivalents
Securities available for sale at fair value (anzedi cost of $1,907,403 and $2,087,069, respecjively
Federal Home Loan Bank stock at cost
Loans held for sale
Loans, net of unearned income of ($49,359) and,@H=H, respectively

Less: allowance for loan and lease losses

Loans, net
FDIC loss-sharing asset
Interest receivable
Premises and equipment, net
Other real estate owned
Goodwill
Other intangible assets, net
Other assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Deposits:
Noninterest-bearing
Interest-bearing

Total deposits
Federal Home Loan Bank advances
Securities sold under agreements to repurchase
Other borrowings
Other liabilities

Total liabilities
Commitments and contingent liabilities
Shareholders’ equity:

June 30, December 31,
2015 2014
Preferred stock (no par value) (in thousands)
Authorized shares 2,00( 2,00(
Issued and outstanding 9 9
Common stock (no par value)
Authorized shares 115,00( 63,03
Issued and outstanding 57,70¢ 57,43

Retained earnings
Accumulated other comprehensive income
Total shareholders’ equity

Total liabilities and shareholders’ equity

June 30, December 31,
2015 2014
(in thousands)
$ 172,13¢ $ 171,22:
5,56¢ 16,94¢
177,70: 188,17(
1,914,44! 2,098,25
11,80¢ 33,36¢
4,22( 1,11¢€
5,611,89 5,445,37:
69,257 69,56¢
5,542,641 5,375,80!
9,34¢ 15,17«
27,48: 27,80z
170,38( 172,09(
20,61% 22,19(
382,53 382,53
26,92« 30,45¢
229,92 231,87
$ 8,518,01! $ 8,578,84
$ 3,207,53: $ 2,651,37.
3,836,83! 4,273,34
7,044,37. 6,924,72.
45,54¢ 216,56¢
92,23( 105,08(
— 8,24¢
99,65! 96,05
7,281,80! 7,350,67.
2,21 2,21i
987,32 985,83¢
243,88t 234,49¢
2,78¢ 5,621
1,236,21. 1,228,17!
$ 8,518,01! $ 8,578,841

See accompanying Notes to unaudited ConsolidateghEial Statements.
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CONSOLIDATED STATEMENTS OF INCOME
Columbia Banking System, Inc.
(Unaudited)

I nterest Income
Loans
Taxable securities
Tax-exempt securities
Deposits in banks
Total interest income
I nterest Expense
Deposits
Federal Home Loan Bank advances
Other borrowings
Total interest expense
Net I nterest Income
Provision for loan and lease losses

Net interest income after provision for loan arakke losses

Noninterest Income
Service charges and other fees
Merchant services fees
Investment securities gains, net
Bank owned life insurance
Change in FDIC loss-sharing asset
Other
Total noninterest income
Noninterest Expense
Compensation and employee benefits
Occupancy
Merchant processing
Advertising and promotion
Data processing and communications
Legal and professional fees
Taxes, licenses and fees
Regulatory premiums
Net cost (benefit) of operation of other real estatned
Amortization of intangibles
Other
Total noninterest expense
Income before income taxes
Income tax provision
Net Income
Earnings per common share
Basic
Diluted
Dividends paid per common share

Weighted average number of common shares outstgndin
Weighted average number of diluted common sharestanding

Three Months Ended

Six Months Ended

June 30, June 30,
2015 2014 2015 2014
(in thousands except per share amounts)

71,74:  $ 67,00 $ 142,56t $ 132,54!
7,26( 6,382 14,78¢ 13,13
3,01( 2,671 6,052 5,28¢

2€ 3C 53 44
82,04( 76,08 163,45 151,01
74C 72¢ 1,48¢ 1,481
154 11¢ 318 22¢
13¢€ 11¢ 282 23¢
1,03( 968 2,08: 1,94¢

81,01( 75,12« 161,37- 149,06
2,20z 2,115 3,411 4,03¢

78,80¢ 73,007 157,96: 145,02!

15,87 13,79( 30,74 26,72¢
2,34( 2,04( 4,38( 3,91C

343 29¢ 1,06¢ 51¢
1,20¢ 97¢ 2,28¢ 1,941

(1,499 (5,050 (1,349 (9,869
3,19¢ 2,57¢ 7,102 5,40¢

21,46: 14,62° 44,22¢ 28,63t

38,44¢ 31,06¢ 77,54¢ 62,40:
8,681 8,581 16,68( 16,83:
1,07¢ 99¢ 2,05¢ 1,97¢
1,19¢ 95( 2,12¢ 1,71¢
4,24; 3,68( 9,22¢ 7,20C
2,84 2,30: 5,35¢ 4,472
1,42 1,051 2,65¢ 2,231
1,321 1,07: 2,54 2,24¢

(569) (97 (1,809 49
1,71¢ 1,48( 3,53t 3,06(
8,07z 6,67¢ 15,29( 12,95¢

68,47 57,76« 135,20! 115,15(

31,79¢ 29,87( 66,98 58,51(
9,85: 8,64: 20,68( 17,43¢

21,94¢ $ 21,227 % 46,300 $ 41,07

03t % 04C % 08C $ 0.7¢
03t $ 04C $ 08C $ 0.77
03¢ % 02 % 06/ $ 0.3¢€

57,05¢ 52,08¢ 56,99¢ 51,60(

57,06¢ 52,49: 57,01: 52,46



See accompanying Notes to unaudited ConsolidateghEial Statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Columbia Banking System, Inc.

(Unaudited)
Three Months Ended
June 30,
2015 2014
(in thousands)
Net income as reported $ 21,94¢ % 21,22
Other comprehensive income (loss), net of tax:
Unrealized gain (loss) from securities:
Net unrealized holding gain (loss) from availalie $ale securities arising during the period, riet o
tax of $6,457 and ($4,992) (11,34) 8,76¢
Reclassification adjustment of net gain from sdlawailable for sale securities included in incom
net of tax of $124 and $107 (219 (189)
Net unrealized gain (loss) from securities, nateafassification adjustment (11,560 8,57¢
Pension plan liability adjustment:
Amortization of unrecognized net actuarial losduded in net periodic pension cost, net of tax of
($35) and ($13) 63 24
Pension plan liability adjustment, net 63 24
Other comprehensive income (loss) (11,499 8,60:
Total comprehensive income $ 10,44¢  § 29,83(
Six Months Ended
June 30,
2015 2014
(in thousands)
Net income as reported $ 46,307 % 41,07:
Other comprehensive income (loss), net of tax:
Unrealized gain (loss) from securities:
Net unrealized holding gain (loss) from availalde $ale securities arising during the period, ri¢t
of $1,119 and ($9,041) (1,965 15,88
Reclassification adjustment of net gain from sdilawailable for sale securities included in incomet
of tax of $386 and $188 (67€) (33))
Net unrealized gain (loss) from securities, nateafassification adjustment (2,649 15,55¢
Pension plan liability adjustment:
Net unrealized loss from unfunded defined benddih fiability arising during the period, net of tax
of $159 and $0 (280) —
Amortization of unrecognized net actuarial losduded in net periodic pension cost, net of tax
($51) and ($26) 91 48
Pension plan liability adjustment, net (189 48
Other comprehensive income (loss) (2,837) 15,60¢
Total comprehensive income $ 43,478  $ 56,67¢

See accompanying Notes to unaudited ConsolidatehEial Statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Columbia Banking System, Inc.
(Unaudited)

Preferred Stock

Common Stock

Accumulated

Balance at January 1, 2015
Net income
Other comprehensive loss

Issuance of common stock - stock option and

other plans

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

Purchase and retirement of common stock
Preferred dividends
Cash dividends paid on common stock

Balance at June 30, 2015

Balance at January 1, 2014
Net income
Other comprehensive income

Issuance of common stock - cashless exe|
of warrants

Activity in deferred compensation plan

Issuance of common stock - stock option ¢
other plans

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

Purchase and retirement of common stock
Preferred dividends
Cash dividends paid on common stock

Balance at June 30, 2014

Other Total
Number of Number of Retained Comprehensive Shareholders’
Shares Amount Shares Amount Earnings Income (Loss) Equity
(in thousands)
9 $ 221i 57,437 $ 985,83¢ $ 234,49 $ 5621 $ 1,228,17!
— — — — 46,30° — 46,30
— — — — — (2,839 (2,839
— — 21 51¢ — — 51¢
— — 282 1,83¢ — — 1,83¢
— — (31) (8749) — — (8749)
— — — — (66) — (66)
— — — — (36,85) — (36,85))
9 $ 2217 57,70¢ $ 987,32( $ 243,88t $ 2,78¢ $ 1,236,21.
9 $ 221i 51,26 $ 860,56: $ 202,51: $ (12,049 % 1,053,24!
— — — — 41,07: — 41,07:
— — — — — 15,60¢ 15,60¢
— — 1,14C — — — —
— — — 6 — — 6
— — 21 42¢F — — 42¢
— — 23¢ 1,22¢ — — 1,22¢
— — (29 (607) — — (607)
— — — — (37) — (37
— — — — (18,789 — (18,789
9 $ 221i 52,63t $ 861,60¢ $ 224,76} $ 3,56 $ 1,092,15:

See accompanying Notes to unaudited ConsolidateghEial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
Columbia Banking System, Inc.

(Unaudited)

Six Months Ended June 30,

2015 2014 (1)

(in thousands)
Cash Flows From Operating Activities

Net Income $ 46,30" $ 41,07
Adjustments to reconcile net income to net cashigeal by operating activities
Provision for loan and lease losses 3,411 4,03¢
Stock-based compensation expense 1,83¢ 1,22¢
Depreciation, amortization and accretion 14,63( 17,05;
Investment securities gain, net (1,069 (519
Net realized (gain) loss on sale of other assets (289) 452
Net realized gain on sale of other real estate dwne (2,992 (2,972)
Write-down on other real estate owned 79z 2,55¢
Net change in:
Loans held for sale (3,109 (19
Interest receivable 31¢ 23
Interest payable (20%) (20)
Other assets 1,57¢ 3,062
Other liabilities 3,292 (2,589
Net cash provided by operating activities 64,61: 63,36¢
Cash Flows From Investing Activities
Loans originated and acquired, net of principalextéd (175,26() (201,167
Purchases of:
Securities available for sale (37,070 (22,809)
Premises and equipment (4,80%) (8,389
Federal Home Loan Bank stock (1,440 _
Proceeds from:
FDIC reimbursement on loss-sharing asset 4,00¢ 3,98
Sales of securities available for sale 72,16¢ 30,70«
Principal repayments and maturities of securitieslable for sale 135,10: 83,78¢
Sales of premises and equipment, Federal Home Baak stock and loans held for investment 30,87; 1,09t
Sales of other real estate and other personal gyopened (1) 11,55¢ 15,93:
Payments to FDIC related to loss-sharing asset (487) (2,213
Net cash provided by (used in) investing activities 34,63¢ (99,065
Cash Flows From Financing Activities
Net increase in deposits 119,65: 25,59:
Net decrease in sweep repurchase agreements (12,850 —
Proceeds from:
Federal Home Loan Bank advances 1,319,00 1,168,00i
Federal Reserve Bank borrowings 1,01( 5C
Exercise of stock options 51¢ 42t
Payments for:
Repayment of Federal Home Loan Bank advances (1,490,001 (1,094,00)
Repayment of Federal Reserve Bank borrowings (1,010 (5C)
Common stock dividends (36,85.) (18,789
Preferred stock dividends (66) (37)
Repayment of other borrowings (8,24%) —
Purchase and retirement of common stock (874 (602)

Net cash provided by (used in) financing activities (109,719 80,59¢

lnAarancn (AAanrancn) in ~ach Aand Aach Anniiv



Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period $

Supplemental Information:

Cash paid during the period for:
Cash paid for interest $
Cash paid for income tax

Non-cash investing and financing activities

Loans transferred to other real estate owned $

(10,46 44,90:
188,17( 179,56:
177,70 $ 224,46
2,18t % 1,96¢
7281 % 8,20(
783 % 7,84

(1) Reclassified to conform to the current periqafssentation. The reclassification was limitedeimoving the separate line item for “Sales of cedesther
real estate owned” and including the prior periotivity in the line item for sales of other reatas and other personal property owned.

See accompanying Notes to unaudited ConsolidateghEial Statements.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S
Columbia Banking System, Inc.

1. Basis of Presentation and Significant Accounting Rizies
Basis of Presentation

The interim unaudited consolidated financial staeta have been prepared in accordance with acoguntinciples generally accepted
in the United States of America for interim finagldnformation and with instructions to Form 10-@daArticle 10 of Regulation S-X. The
consolidated financial statements include the actsoof Columbia Banking System, Inc. (“we”, “outGolumbia” or the “Company”) and its
subsidiaries, including its wholly owned bankindpsigdiary Columbia State Bank (“Columbia Bank” oe ttlBank”) and West Coast Trust
Company, Inc. (“West Coast Trust”). All intercompanansactions and accounts have been eliminatednsolidation. In the opinion of
management, all adjustments (consisting only ofmabirecurring adjustments) considered necessarg fair statement of the results for the
interim periods presented have been included. &balts of operations for the six months ended 30015 are not necessarily indicative of
results to be anticipated for the year ending Ddxer81, 2015 . The accompanying interim unauditetolidated financial statements should
be read in conjunction with the financial statersartd related notes contained in the Company’s 2@itdial Report on Form 10-K.

Our results of operations for the three and six tmg@eriods ended June 30, 2015 include the aciuisif Intermountain Community
Bancorp (“Intermountain”) for the entire period. Mever, the results of operations for the prior y@aniods do not include the acquisition. See
Note 3, Business Combinations, for further inforioratregarding this acquisitio

Sgnificant Accounting Policies

The significant accounting policies used in prepanaof our consolidated financial statements aseldsed in our 2014 Annual Report
on Form 10-K. There have not been any changesrigignificant accounting policies compared to thosgetained in our 2014 Form 10-K
disclosure for the year ended December 31, 2014 .

2. Accounting Pronouncements Recently Issut

In May 2014, the FASB issued ASU 2014-8@yenue from Contracts with Customers . The guidance in this update supersedes the
revenue recognition requirements in ASC Topic 6®&yenue Recognition, and most industry-specifidguoce throughout the industry topics
of the codification. For public companies, this apwas to be effective for interim and annualgesibeginning after December 15, 2016.
However, on July 9, 2015, the FASB voted to app@woae year delay of the effective date and to pexempanies to voluntarily adopt the
new standard as of the original effective date. Chepany is currently assessing the impact thatghidance will have on its consolidated
financial statements, but does not expect the gaieléo have a material impact on the Company’sala@tated financial statements.

3. Business Combination

On November 1, 2014 , the Company completed itsiaitipn of Intermountain. The Company paid $13hiflion in total consideratio
to acquire 100% of the equity interests of Interntain. The primary reason for the acquisition wasxpand the Company’s geographic
footprint into the state of Idaho, consistent withongoing growth strategy.

The assets acquired and liabilities assumed haet decounted for under the acquisition method obating. The assets and liabiliti
both tangible and intangible, were recorded at thgtimated fair values as of the November 1, 20dquisition date. Initial accounting for
deferred taxes was incomplete as of June 30, 20hB amount currently recognized in the financiatements has been determined
provisionally as the final Intermountain Commuritgncorp tax return has not yet been completed.apipéication of the acquisition method
accounting resulted in recognition of goodwill &8%6 million and a core deposit intangible of $1®idion , or 1.75% of core deposits. The
goodwill represents the excess purchase pricetbeagstimated fair value of the net assets acquilfieel goodwill is not deductible for income
tax purposes.
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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 acquireshd (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 (736,799
Other borrowings (22,909
Securities sold under agreements to repurchase (59,049
Other liabilities (13,72
Total fair value of identifiable net assets 93,35(
Goodwill $ 38,58t

See Note 9, Goodwill and Other Intangible Assetsfdrther discussion of the accounting for goodlaild other intangible assets.

The operating results of the Company reported heneiude the operating results produced by theliaed assets and assumed liabilities
for the period January 1, 2015 to June 30, 201i5cl@sure of the amount of Intermountain’s reveand net income (excluding integration
costs) included in Columbia’s consolidated incotagesnent is impracticable due to the integratiothefoperations and accounting for this
acquisition.
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For illustrative purposes only, the following talpieesents certain unaudited pro forma informatarttie six month period endddne 3C
2014 . This unaudited pro forma information waggkited as if Intermountain had been acquired dlseobeginning of the year prior to the
date of acquisition. The unaudited pro forma infation combines the historical results of Intermaimtvith the Company’s consolidated
historical results and includes certain adjustmegflecting the estimated impact of certain failueaadjustments for the respective period. The
pro forma information is not indicative of what wdunave occurred had the acquisition occurred akeobeginning of the year prior to the
acquisition. In particular, no adjustments havenbmade to eliminate the impact of other-than-terapoimpairment losses and losses
recognized on the sale of securities that may aet lbeen necessary had the investment securigesrbeorded at fair value as of the
beginning of the year prior to the date of acqigeit The unaudited pro forma information does rastsider any changes to the provision for
credit losses resulting from recording loan asaefair value. Additionally, Columbia expects tcdhave further operating cost savings and
other business synergies, including revenue groagls result of the acquisition which are not ctéld in the pro forma amounts that follow.
As a result, actual amounts would have differedftbe unaudited pro forma information presented.

Unaudited Pro Forma
Six Months Ended June 30,

2014

(in thousands except per share)
Total revenues (net interest income plus noninténesme) $ 197,72
Net income $ 43,71¢
Earnings per share - basic $ 0.7¢
Earnings per share - diluted $ 0.77

In connection with the Intermountain acquisitiom/@nbia recognized $5.6 million and $8.5 millionaoquisition-related expenses for
the three and six month periods ended June 30, 2@&kpectively, and recognized no acquisitionteel&xpenses for the three and six month
periods ended June 30, 2014 . In addition, relat¢de acquisition of West Coast Bancorp (“WestsEavhich was completed on April 1,
2013, Columbia recognized $72 thousand in acqorsitelated expenses for the six month period edded 30, 2015, and $672 thousand an
$1.6 million in acquisition-related expenses fa¥ three and six month periods ended June 30, 2@kpectively.

The following table shows the impact of the acdigsirelated expenses related to the acquisitidntefmountain for the three and six
month periods ended June 30, 2015 to the variouponents of noninterest expense:

Three Months Ended Six Months Ended June
June 30, 30,
2015 2015

(in thousands)
Noninterest Expense

Compensation and employee benefits $ 3,03  $ 3,30¢
Occupancy 804 1,30¢
Advertising and promotion 247 343
Data processing and communications 18C 1,73¢
Legal and professional fees 633 1,01¢
Other 744 83t

Total impact of acquisition-related costs to noeiast expense $ 564: $ 8,54t

See Note 2, Business Combinations, in Item 8 o200 Form 10-K for additional details relatedhe tntermountain acquisition.
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4. Securities

The following table summarizes the amortized ogigiss unrealized gains and losses and the resédiingalue of securities available f
sale:

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(in thousands)
June 30, 2015

U.S. government agency and governmgudnsored enterpri
mortgage-backed securities and collateralized raggg

obligations $ 1,042,13. $ 8,427 $ (9,487 $ 1,041,07
State and municipal securities 479,84 11,18 (2,000 489,03:
U.S. government agency and governnmggansored enterpri

securities 359,71« 1,19t (1,889 359,02!
U.S. government securities 20,42 — (262) 20,16:
Other securities 5,28¢ 23 (159 5,14¢

Total $ 1,907,40: $ 20,82¢ $ (13,78 $ 1,914,44

December 31, 2014

U.S. government agency and governmegdnsored enterpri
mortgage-backed securities and collateralized ragetg

obligations $ 1,160,371 $ 10,21¢ $ (8,210 $ 1,162,38
State and municipal securities 483,57¢ 14,43: (1,526 496,48:
U.S. government agency and governnmeggansored enterpri

securities 416,91 85€ (4,069 413,70t
U.S. government securities 20,91( — (417 20,49¢
Other securities 5,28¢ 2C (129 5,181

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

9
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Proceeds from sales of securities available-fog-gadre $14.9 million and $24.3 million for the tammonths ended June 30, 2015 and
2014 , respectively, and were $72.2 million and.$¥318illion for the six months ended June 30, 204& 2014 , respectively. The following
table provides the gross realized gains and lamsdise sales of securities for the periods inditate

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
(in thousands)
Gross realized gains $ 34z ¢ 29€ $ 1,07: $ 51¢
Gross realized losses — — 9 —
Net realized gains $ 34z % 29¢ $ 1,062 $ 51¢

The scheduled contractual maturities of investnsentirities available for sale at June 30, 201%esented as follows:

June 30, 2015

Amortized Cost Fair Value

(in thousands)

Due within one year $ 20,11: $ 20,39¢
Due after one year through five years 391,39 392,32:
Due after five years through ten years 535,83: 539,40:
Due after ten years 954,77 957,17:
Other securities with no stated maturity 5,28¢ 5,14¢

Total investment securities available-for-sale $ 1,907,40: $ 1,914,44!

The following table summarizes the carrying valfisexurities pledged as collateral to secure pul#jgosits, borrowings and other
purposes as permitted or required by law:

June 30, 2015

(in thousands)

Washington and Oregon State to secure public deposi $ 331,43:
Federal Reserve Bank to secure borrowings 55,50¢
Other securities pledged 149,32

Total securities pledged as collateral $ 536,26t

10
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The following table shows the gross unrealizeddesand fair value of the Company’s investments witrealized 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 June 30520 December 31, 2014 :

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

(in thousands)

June 30, 2015
U.S. government agency and government-sponsorecpeise mortgage-

backed securities and collateralized mortgage atitigs $ 29049 $ (2,46¢ $ 20051 $ (7,019 $ 491,01: $ (9,487)
State and municipal securities 123,36 (1,020 29,70: (980) 153,06¢ (2,000
U.S. government agency and government-sponsoredoeise securities 128,03: (41¢) 100,27 (2,466 228,31( (1,889
U.S. government securities — — 19,61 (262) 19,61% (262)
Other securities 2,30¢ (11) 2,807 (24¢) 5,111 (159)

Total $ 54420. $ (3917) $ 35291 $ 9,870 $ 897,111 % (13,78)

December 31, 2014
U.S. government agency and government-sponsoredogise mortgage-

backed securities and collateralized mortgage atitigs $ 258,82! $ (1,287 $ 279018 $ (6,929 $ 537,840 $ (8,217)
State and municipal securities 71,02¢ (549) 44,14¢ (982) 115,17- (1,52%)
U.S. government agency and government-sponsoredoeise securities 105,25( (51¢) 216,22: (3,55)) 321,47: (4,069
U.S. government securities — — 19,45( (41)) 19,45( 41y
Other securities 2,31: 2 2,83¢ (221) 5,147 (123)

Total $ 43741 % (2350 $ 561,66 $  (11,98) $ 999,08, $ (14,339

At June 30, 2015, there were 108 U.S. governmgeni@y and government-sponsored enterprise mortgageed securities and
collateralized mortgage obligations securitiesriruarealized loss position, of which 35 were iroatmuous loss position for 12 months or
more. The decline in fair value is attributableeb@anges in interest rates relative to where thasestments fall within the yield curve and their
individual characteristics. Because the Companys that intend to sell these securities nor doe€timapany consider it more likely than not
that it will be required to sell these securitie$dve the recovery of amortized cost basis, whigly fre upon maturity, the Company does not
consider these investments to be other-than-tempoimpaired at June 30, 2015 .

At June 30, 2015, there were 123 state and mualigipvernment securities in an unrealized losstiposiof which 28 were in a
continuous loss position for 12 months or more. Theealized losses on state and municipal secaifitére caused by interest rate changes ot
widening of market spreads subsequent to the psecbithe individual securities. Management moasifmrblished credit ratings of these
securities for adverse changes. As of June 30, 208&Be of the rated obligations of state and Igoaiernment entities held by the Company
had a below investment grade credit rating. Bectheseredit quality of these securities are investhgrade and the Company does not intenc
to sell these securities nor does the Company dengimore likely than not that it will be requiréo sell these securities before the recove
amortized cost basis, which may be upon matutiyy,Gompany does not consider these investments athier-than-temporarily impaired at
June 30, 2015 .

At June 30, 2015 , there were 20 U.S. governmezn@gand government-sponsored enterprise securit@s unrealized loss position,
eight of which were in a continuous loss positionX2 months or more. The decline in fair valuattsibutable to changes in interest rates
relative to where these investments fall within yiedd curve and their individual characteristiBecause the Company does not currently
intend to sell these securities nor does the Cognpansider it more likely than not that it will bequired to sell these securities before the
recovery of amortized cost basis, which may be upaturity, the Company does not consider thesesinvents to be other-than-temporarily
impaired at June 30, 2015 .

At June 30, 2015, there were two U.S. governmeciisties in an unrealized loss position, both bfolh were in a continuous loss
position for 12 months or more. The decline in faitue is attributable to changes in interest regésgtive 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 bequgred to sell
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these securities before the recovery of amortiosd lsasis, which may be upon maturity, the Comphogs not consider these investments to
be other-than-temporarily impaired at June 30, 2015

At June 30, 2015, there were two other securities) unrealized loss position, of which one waa sontinuous unrealized loss position
for 12 months or more. The decline in fair valuatisibutable to changes in interest rates anddhttional risk premium investors are
demanding for investment securities with these attaristics. The Company does not consider thessiments to be other-than-temporarily
impaired at June 30, 2015 as it has the intenaildy to hold the investments for sufficient tirteeallow for recovery in the market value.

5. Loans

The Company’s loan portfolio includes originated @urchased loans. Originated loans and purchased ffor which there was no
evidence of credit deterioration at their acquisitdate and it was probable that we would be abtmliect 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 orggion and it was probable that we would be unablgotlect 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):

June 30, 2015 December 31, 2014
Loans, Loans,
excluding PCI excluding PCI
loans PCI Loans Total loans PCI Loans Total

(in thousands)

Commercial business $ 2,255,46: $ 41,22 $ 2,296,68! $ 2,119,56 $  44,50¢ $ 2,164,07
Real estate:
One-to-four family residential 181,84¢ 25,74( 207,58¢ 175,57: 26,99¢ 202,56:-
Commercial and multifamily residential 2,406,59: 108,57¢ 2,515,17. 2,363,54 128,76¢ 2,492,311
Total real estate 2,588,44. 134,31t 2,722,76. 2,539,11. 155,76: 2,694,87.
Real estate construction:
One-to-four family residential 127,31: 2,88 130,19¢ 116,86t 4,021 120,88
Commercial and multifamily residential 129,30: 2,02( 131,32: 134,44: 2,321 136,76:
Total real estate construction 256,61 4,902 261,51t 251,30¢ 6,342 257,65:
Consumer 358,36! 21,92¢ 380,29: 364,18. 23,97¢ 388,15
Less: Net unearned income (49,359 — (49,359 (59,379 — (59,37¢)
Total loans, net of unearned income 5,409,53I 202,36 5,611,89° 5,214,79. 230,58 5,445,37
Less: Allowance for loan and lease losses (53,087) (16,17¢) (69,257 (53,23) (16,33¢) (69,569
Total loans, net $ 5,356,44 $ 186,19 $ 5,542,641 $ 5,161,56 $ 214,24 $ 5,375,80
Loans held for sale $ 4,22( $ = $ 4,22( $ 1,11¢ $ = $ 1,11¢

At June 30, 2015 and December 31, 2014 , the Coyripah no material foreign activities. Substantialliyof the Company’s loans and
unfunded commitments are geographically concemtratés service areas within the states of WadbimgOregon and Idaho.

The Company has made loans to executive officeddarctors of the Company and related interesies& loans are made on the same
terms, including interest rates and collaterathase prevailing at the time for comparable tratisas with unrelated persons and do not
involve more than the normal risk of collectabilifjhe aggregate dollar amount of these loans wadl $tillion at June 30, 2015 and $13.2
million at December 31, 2014 . During the first sionths of 2015 , there were $7 thousand in adwaaed $3.1 million in repayments.

At June 30, 2015 and December 31, 2014 , $1.2Rmieind $1.08 billion of commercial and residentes| estate loans were pledged as
collateral on Federal Home Loan Bank of Des MoifiEsILB") borrowings and additional borrowing capbciThe Company has also pledged
$47.5 million and $46.0 million of commercial loatasthe Federal Reserve Bank for additional bormgwdapacity at June 30, 2015 and
December 31, 2014 , respectively.
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The following is an analysis of nonaccrual loansefdune 30, 2015 and December 31, 2014 :

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 acquisition
Residential construction

Commercial & multifamily residential:

Owner occupied
Consumer
Total

June 30, 2015

December 31, 2014

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

Loans Loans Loans Loans
(in thousands)

13,01¢ 17,13¢  $ 16,55: $ 21,45:
521 673 247 26¢
4,19: 5,98¢ 2,82z 5,68(
1,561 1,70¢ 821 1,11%
1,27¢ 1,331 3,20( 5,521
972 1,131 3,82¢ 5,831
862 86¢€ 95 11z
1,07¢ 1,22: 37C 37C
46¢ 48¢ 48C 48¢
1,79¢ 2,17¢ 2,93¢ 3,93(
25,74¢ 32,71¢  $ 31,35: $ 44,77¢
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Loans, excluding purchased credit impaired loans

The following is an aging of the recorded investiarthe loan portfolio as of June 30, 2015 anddbelger 31, 2014 :

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
June 30, 2015 (in thousands)
Commercial business:
Secured $ 2,149,97. $ 3847 % 1,58¢ $ —  $ 543t $ 13,01¢ $ 2,168,42/
Unsecured 81,43: 27C — — 27C 521 82,22:
Real estate:
One-to-four family residential 172,26¢ 2,024 12¢ — 2,152 4,19: 178,61
Commercial & multifamily
residential:
Commercial land 206,55¢ 1,15¢ — — 1,15¢ 1,561 209,27
Income property 1,310,44. 1,75¢ 41F — 2,171 1,27¢ 1,313,88
Owner occupied 857,76¢ 58¢ 27¢€ — 86& 972 859,60:
Real estate construction:
One-to-four family residential:
Land and acquisition 15,95¢ — — — — 862 16,81"
Residential construction 107,27¢ 75¢ — — 75¢ 1,07t 109,11:
Commercial & multifamily
residential:
Income property 64,557 — — — — — 64,55’
Owner occupied 61,572 981 — — 981 46¢ 63,02:
Consumer 341,60¢ 444 14¢ — 592 1,79¢ 343,99
Total $ 536940 $ 11,820 % 2,55¢ $ —  $ 1437¢  $ 25,74¢ $  5,409,53
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¢ $ 1,372 $ 12,65¢ $ 16,55 $ 2,033,622
Unsecured 79,66: 18¢ — — 18¢ 247 80,09¢
Real estate:
One-to-four family residential 167,19° 1,70( 45 — 1,74¢ 2,82 171,76«
Commercial & multifamily
residential:
Commercial land 187,47( 1,45¢ 34 — 1,48¢ 821 189,77
Income property 1,294,98 3,031 78€ — 3,815 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 — — 952 95 16,51(
Residential construction 97,82: 32¢ — 4 33C 37C 98,52:
Commercial & multifamily
residential:
Income property 73,78 — — — — — 73,78!
Owner occupied 57,47( — 994 — 994 48C 58,94«
Consumer 341,03: 93¢ 11¢ 10 1,061 2,93¢ 345,03.

Total $ 515898 $ 14,65¢ $ 841t % 138 $ 2445° % 31,35:  $  5,214,79
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The following is an analysis of impaired loans &dune 30, 2015 and December 31, 2014 :

June 30, 2015

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 acquisition
Residential construction
Commercial & multifamily residential:
Income property
Owner occupied
Consumer

Total

December 31, 2014
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 acquisition
Residential construction
Commercial & multifamily residential:
Income property
Owner occupied
Consumer

Total

Recorded . ) . -
Recorded Investment Investment Impaired Loans With Impaired Loans Without
of Loans of Loans Recorded Allowance Recorded Allowance
Collectively Measured Individually
Measured for Unpaid Unpaid
for Contingency Specific Recorded Principal Related Recorded Principal
Provision Impairment Investment Balance Allowance Investment Balance
(in thousands)
$ 2,160,831 $ 7,59( 1,23( $ 1,231 $ 1,161 $ 6,36( $ 8,16¢
82,22¢ — — — — — —
174,43( 4,18¢ 41€ 45¢ 111 3,761 4,42¢
209,27: — — — — — —
1,311,94 1,94¢ — — — 1,94« 2,32¢
853,49¢ 6,102 BIE 574 20 5,52¢ 8,00¢
15,84¢ 96€ 107 107 66 861 86¢€
108,21¢ 89t — — — 89¢ 89¢
64,557 — — — = — —
63,02: — — — — — —
343,97: 26 — — — 26 10%
$ 5,387,82: $ 21,707 2,32¢ $ 2,37(C $ 1,35¢ $ 19,37¢ $ 24,79
Recorded . ) . .
Recorded Investment Investment Impaired Loans With Impaired Loans Without
of Loans of Loans Recorded Allowance Recorded Allowance
Collectively Measured Individually
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« 9¢ $ 9¢ $ 25 $ 10,42 $ 12,41
80,09: 2 2 2 2 — —
169,61¢ 2,14¢ 424 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« — — — — — —
344,90t 124 — — — 124 201
$ 5,186,69 $ 28,09¢ 1,21¢ $ 1,257 $ 241 $ 26,88 $ 38,430
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The following table provides additional information impaired loans for the three and six monthguksrindicated:

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 acquisition
Residential construction
Consumer

Total

Three Months Ended June 30,

Six Months Ended June 30,

2015 2014 2015 2014
Average Average Average Average

Recorded Interest Recorded Interest Recorded Interest Recorded Interest

Investment Recognized Investment Recognized Investment Recognized Investment Recognized
Impaired on Impaired on Impaired on Impaired on
Loans Impaired Loans Loans Impaired Loans Loans Impaired Loans Loans Impaired Loans
(in thousands)

$ 9,231 $ 8 $ 6,93t % 17 3 9,66: $ 15 3 6,31 $ 33
— — 23 — 1 — 27 1
4,18( 11 2,06¢ 11 3,502 24 1,92( 23
23t — 102 — 157 — 107 —
1,96¢€ 23 7,218 74 3,427 33 6,94¢ 13€
6,567 23t 9,22% 23t 7,32¢ 46€ 9,817 47¢
974 2 658 1 68€ 3 1,082 3
89z — — — 59t — — —
35E 1 15¢ 3 27¢ 2 15¢ 5
$ 24,401  $ 28 % 26,37  $ 341 % 2563 $ 54t  $ 26,377 $ 6717
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The following is an analysis of loans classifiedrasibled debt restructurings (“TDR”) during thedf and six months ended June 30,
2015 and 2014 :

Three months ended June 30, 2015 Three months ended June 30, 2014
Pre-Modification Post- Pre-Modification Post-
Modification Modification
Outstanding Outstanding Outstanding Outstanding
Number of TDR Recorded Recorded Number of TDR Recorded Recorded
Modifications Investment Investment Modifications Investment Investment

(dollarsin thousands)

Commercial business:

Secured — 8 — 8 — 2 3 54¢ % 54¢
Real estate:

One-to-four family residential 1 3C 3C — — —

Total 1 3 3 $ 30 2 % 54¢ $ 54¢

Six months ended June 30, 2015 Six months ended June 30, 2014
Post- Post-
Pre-Modification Modification Pre-Modification Maodification
Outstanding Outstanding Outstanding Outstanding
Number of TDR Recorded Recorded Number of TDR Recorded Recorded
Modifications Investment Investment Modifications Investment Investment

(dollarsin thousands)

Commercial business:

Secured —  $ —  $ — 4 $ 75¢ 3% 75¢
Real estate:
One-to-four family residential 1 3C 3C 2 494 494
Commercial and multifamily residential:
Income property — — — 1 14% 12¢
Total 1 3 3¢ $ 3C 7% 13% $ 1,37¢

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 TDR modifications or
concessions are made to increase the likelihoddhkae borrowers with financial difficulties wilk able to satisfy their debt obligations as
amended. The concessions granted in the restmgsucompleted in the three and six month periodingnJune 30, 2015 and 2014 largely
consisted of maturity extensions, interest rateiffeadions or a combination of both. In limited @iistances, a reduction in the principal
balance of the loan could also be made as a cdnne§¥edit losses for loans classified as TDRmaeasured on the same basis as impaired
loans. For impaired loans, an allowance is estaétisvhen the collateral value less selling costsli@counted cash flows or observable marke
price) of the impaired loan is lower than the reeat investment of that loan.

The Company had no commitments to lend additiamadl$ on loans classified as TDR as of June 30, a8t ecember 31, 2014 . The
Company did not have any loans modified as TDR dleédulted within twelve months of being modifieiEDR during the three and six
month periods ended June 30, 2015 and 2014 .

Purchased Credit Impaired Loans (“PCI 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 remeasandsactual and expected cash flows, at
the pool-level, on a quarterly basis.

Contractual cash flows are calculated based upmitotm 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 flmgkide cumulative default and prepayment dataelas loss severity and recovery
lag information. Cumulative default and prepayndait are calculated via a transition matrix. Thedition matrix is a matrix of probability
values that specifies the probability of a loanlgansitioning into a particular delinquency stéteg. 0-30 days past due, 31 to 60 days, etc.)
given its delinquency state at the remeasuremeat Hass severity factors are based upon eitheabcharge-off data within the loan pools or
industry averages and recovery lags are basedthparollateral within the loan pools.
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The excess of cash flows expected to be collectedtbe initial fair value of purchased credit irirpd loans is referred to as the
accretable yield and is accreted into interestimeover the estimated life of the acquired loamsguthe effective yield method. Other
adjustments to the accretable yield include changtds estimated remaining life of the acquireahls, changes in expected cash flows and
changes of indices for acquired loans with varidtterest rates.

The following is an analysis of our PCI loans, oktelated allowance for losses and remaining wadnaliscounts as of June 30, 2015
and December 31, 2014 :

June 30, 2015 December 31, 2014
(in thousands)
Commercial business $ 4593 $ 50,33«
Real estate:
One-to-four family residential 29,86( 31,98:
Commercial and multifamily residential 116,99: 140,39t
Total real estate 146,85: 172,37!
Real estate construction:
One-to-four family residential 3,04( 4,35:
Commercial and multifamily residential 2,24¢ 2,58¢
Total real estate construction 5,28¢ 6,941
Consumer 24,427 26,81
Subtotal of PCI loans 222,50: 256,46!
Less:
Valuation discount resulting from acquisition aceting 20,13t 25,88t
Allowance for loan losses 16,17 16,33¢
PClI loans, net of allowance for loan losses $ 186,190 § 214,24t

The following table shows the changes in accretgieliel for PCI loans for the three and six monthded June 30, 2015 and 2014 :

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
(in thousands)
Balance at beginning of period $ 68,72t $ 101,54: % 73,84¢ $ 103,90
Accretion (5,737 (10,055 (12,05¢) (20,629
Disposals (959) — (2,057) (2,82¢)
Reclassifications from nonaccretable difference 5,25: 1,02: 7,542 12,05«
Balance at end of period $ 67,28: $ 92,51 $ 67,28: $ 92,51

6. Allowance for Loan and Lease Losses and Unfunded Gomitments 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 dolib. The size of the ALLL is
determined through quarterly assessments of tHeapte estimated losses in the loan portfolio. Oathmdology for making such assessments
and determining the adequacy of the ALLL includesfollowing key elements:

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

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

3. The unallocated allowance provides for othetdia inherent in our loan portfolio that may nave been contemplated in the
general and specific components of the allowanbés @inallocated amount generally comprises less 584 of the allowance. The
unallocated amount is reviewed quarterly basedanrds in credit losses, the results of credit iegiand overall economic trends.

The general valuation allowance is calculated guigrtising quantitative and qualitative informatimmout specific loan classes. The
minimum required level with respect to which anityrdevelops a methodology to determine its ALLLbis
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general categories of loans, such as commerciahéss real estate, and consumer. However, the @oyigpmethodology in determining its
ALLL is prepared in a more detailed manner at tanlclass level, utilizing specific categories sasttommercial business secured,
commercial business unsecured, real estate comahknad, and real estate income property multifgniihe quantitative information uses
historical losses from a specific loan class amdiiporates the loan’s risk rating migration frongoration to the point of loss based upon the
consideration of an appropriate look back 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@@m, 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, caledat the individual loan level, for each loan deieed to be both, impaired and containing a
value less than its recorded investment. The Compagasures 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 differentevden 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 or a recovery of previous provisidihile the Company’s management believes the béstmation available is used to
determine the ALLL, changes in market conditionaldaesult in adjustments to the ALLL, affectingt ircome, if circumstances differ from
the assumptions used in determining the ALLL.

We have used the same methodology for ALLL calémfatduring the six months ended June 30, 2012284d . Adjustments to the
percentages of the ALLL allocated to loan categoaie made based on trends with respect to deliwgegeand problem loans within each
class of loans. The Company reviews the ALLL quatitie and qualitative methodology on a quartedgib and makes adjustments when
appropriate. The Company continues to strive towandintaining a conservative approach to credilityuand will continue to make revisions
to our ALLL as necessary to maintain adequate vesehe Company carefully monitors the loan péidfand continues to emphasize 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 cashdflis less than carrying value, we reduce the
loan pool’s carrying value by adjusting the ALLLtlvian impairment charge to earnings which is reethtas provision for loan losses. If credit
quality improves and the present value of expectsth flows exceeds carrying value, we increaséotrepool’s carrying value by recapturing
previously recorded ALLL, if any. See Note 5, Loafws further discussion of the accounting for Bé2ins.

Credit losses attributable to draws on purchasedittimpaired 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 ALLL is estimated in a similar
manner as loans, excluding PCI loans, and a pavisir loan losses is charged to earnings as nagess
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The following tables show a detailed analysis ef i LL for the three and six months ended June?8d5 and 2014 :

Three months ended June 30, 2015
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 acquisition

Residential construction

Commercial & multifamily residential:

Income property
Owner occupied
Consumer
Purchased credit impaired
Unallocated
Total

Six months ended June 30, 2015
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 acquisition

Residential construction

Commercial & multifamily residential:

Income property
Owner occupied
Consumer
Purchased credit impaired
Unallocated
Total

Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation
(in thousands)
$ 25,76  $ (2,02 $ 20C % 3,76¢ 3% 27,70¢  $ 1,161 $ 26,54"
1,01Z (64) 9 (200) 857 — 857
1,36¢ (289 15 26t 1,35¢ 111 1,24¢
827 — — 754 1,581 — 1,581
8,44( (43 7 (207) 8,191 — 8,191
5,612 — 13 17€ 5,801 2C 5,781
1,02¢ — 1 (530 497 6€ 431
1,79( — 7 (839 95¢ — 95¢
827 — 2 (422) 407 — 407
49¢ — — (58 441 — 441
2,83t (319 137 52¢ 3,18: — 3,18:
16,53: (2,87¢) 2,04: 47¢ 16,17« — 16,17«
3,71(C — — (1,611 2,09¢ — 2,09¢
$ 70,23:  $ (5.61) $ 243  $ 2,202 % 69,257 $ 1,35¢  $ 67,89¢
Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation
(in thousands)
$ 2592 $ (3,409 3 71z % 4,481 % 27,70¢  $ 1,161 $ 26,54
927 (109 ililE (81) 857 — 857
2,281 (297) 27 (65€) 1,35¢ 111 1,24«
79¢ — — 782 1,581 — 1,581
9,15¢ (43 3,25¢ (4,17¢) 8,191 — 8,191
5,007 — 22 77z 5,801 2C 5,781
1,197 — 3 (709) 497 6€ 431
1,86( — 33 (93%) 95¢ — 95¢
622 — 5 (220) 407 — 407
434 — — 7 441 — 441
3,18( (1,210 41C 80z 3,182 — 3,182
16,33¢ (6,97¢) 3,72¢ 3,08t 16,17+ — 16,17«
1,844 — — 25E 2,09¢ — 2,09¢
$ 69,56¢ $ (12,039 $ 831 $ 3411 % 69,257 $ 1,35¢ % 67,89¢
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Three months ended June 30, 2014
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 acquisition

Residential construction

Commercial & multifamily residential:

Income property
Owner occupied
Consumer
Purchased credit impaired
Unallocated
Total

Six months ended June 30, 2014
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 acquisition

Residential construction

Commercial & multifamily residential:

Income property
Owner occupied
Consumer
Purchased credit impaired
Unallocated

Total

Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation
(in thousands)
$ 28,80 $ 1,642 $ 1,438  $ (3,07) % 25,517 126 $ 25,38¢
74€ (75) 2717 (294 754 1¢ 73t
1,19¢ — 12 (229) 1,08t 12¢ 95¢
57¢ (29) 2 (82) 47C — 47C
10,107 (1,939 50¢& 1,83: 10,51 — 10,51
4,56( — 30 39¢ 4,98¢ 35 4,95¢
58( — 2 179 402 6¢ 334
69€ — 44C (459) 677 — 677
32C — — 94 414 — 414
154 — — 12 16€ — 16€
2,637 (909) 33¢ 577 2,64: 1 2,647
20,12¢ (3,849 1,997 1,515 19,80: — 19,80:
68 — — 1,79¢ 1,867 — 1,867
$ 70,57 $ 843) $ 5,03t $ 2,117 $ 69,29¢ 38C % 68,91¢
Beginning Provision Ending Specific General
Balance Charge-offs Recoveries (Recovery) Balance Reserve Allocation
(in thousands)
$ 31,027 % 1,840 $ 1,88: $ (5,559 $ 25,517 126 $ 25,38¢
69€ (210 31¢ (152) 754 1¢ 73t
1,252 (207) 40 2 1,08t 12¢ 95¢
48¢ (29) 19 9) 47C — 47C
9,23¢ (1,939 51¢ 2,697 10,51 — 10,51
3,60t (2,029 39 2,36¢ 4,98¢ 35 4,95¢
61C — 41 (24¢) 402 6¢ 334
822 — 44% (58¢) 677 — 677
28t — — 12¢ 414 — 414
58 — — 10¢ 16€ — 16€
2,547 (2,636 591 1,141 2,64 1 2,647
20,17 (8,115 3,80: 3,93¢ 19,80: — 19,80:
1,65¢ — — 212 1,867 — 1,867
$ 72,45 $ (14,899 $ 7,69€ $ 4,03¢ % 69,29¢ 38C $ 68,91¢
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Changes in the allowance for unfunded commitmemdisletters of credit, a component of other lialgittin the consolidated balance
sheet, are summarized as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
(in thousands)

Balance at beginning of period $ 2,655 $ 2,458 % 2,658 $ 2,50¢
Net changes in the allowance for unfunded commitsand

letters of credit 27t (100 27¢ (150)
Balance at end of period $ 293(C $ 2355 % 293C $ 2,35t

Risk Elements

The extension of credit in the form of loans orestbredit products to individuals and businesses&of 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 irgdemonitoring. We also manage credit risk
through diversification of the loan portfolio bypty of loan, type of industry and type of borrowed &y limiting the aggregation of debt to a
single borrower.

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

Pass loans are generally considered to have sirftisburces 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 ALLL analysis. We review these loamsissess the ability of our borrowers to servitatrest and principal obligations and, ¢
result, the risk rating may be adjusted according§lybstandard loans reflect loans where a lossssilple if loan weaknesses are not corrected
Doubtful loans have a high probability of loss, lewer, the amount of loss has not yet been detetniress loans are considered uncollect
and when identified, are charged off.
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The following is an analysis of the credit quatifyour loan portfolio, excluding PCI loans, as ohé 30, 2015 and December 31, 2014 :

June 30, 2015
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 and lease losses

Loans, excluding PCI loans, net

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 and lease losses

Loans, excluding PCI loans, net

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

2,082,481 $ 34,027 $ 51,91¢ $ = — % 2,168,42i
81,66 46 511 — — 82,22«
172,31¢ 53 6,24: — — 178,61
200,61« 6,91¢ 1,74( — — 209,27:
1,301,84 4,99¢ 7,04 — — 1,313,88:
833,12( 8,57( 17,91 — — 859,60:
16,37 — 44% — — 16,81%
107,75. — 1,36( — — 109,11.
64,557 — — — — 64,557
62,14¢ — 874 — — 63,02:
340,25( — 3,74 — — 343,99
5,263,121 $ 54,61( $ 91,79¢ % — — 5,409,53
53,08:
$ 5,356,44

Pass Special Mention ~ Substandard Doubtful Loss Total

(in thousands)

1,963,211 $ 15,79C % 54,62¢ $ = — % 2,033,62!
79,53¢ — 55¢ — — 80,09:
163,91 55 7,79¢ — — 171,76«
183,70: 4,217 1,861 — — 189,77¢
1,287,72! 5,88¢ 8,38¢ — — 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.
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The following is an analysis of the credit qualiiyour PCI loan portfolio as of June 30, 2015 armt@&nber 31, 2014 :

June 30, 2015
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, 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

Pass Special Mention ~ Substandard Loss Total
(in thousands)

$ 36,17¢ % 21z $ 8,147 $ 44 53¢
1,36( — 3€ 1,39¢
26,79; — 3,06: 29,86(
8,79¢ — 664 9,46°
41,517 — 9,67¢ 51,19"
52,90¢ — 3,42¢ 56,33«
1,261 — 537 1,79¢
1,22¢ — 1€ 1,24:
1,34( — — 1,34(
90¢ — — 90¢
23,02: — 1,404 24,427
$ 19531¢ $ 21z $ 26,97 $ 222,50:
20,13t
16,17
186,19:

Pass Special Mention ~ Substandard 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«
51,43¢ 1,892 7,18¢ 60,51
58,62¢ 34¢€ 5,56¢ 64,54
1,59t — 91: 2,50¢
741 — 1,104 1,84¢
1,43¢ — 227 1,66:
92¢€ — — 92¢€
24,037 — 2,77 26,81
$ 216,807 $ 3,17t $ 36,48t $ 256,46¢
25,88¢
16,33¢



PCI loans, net $ 214,24¢
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7. Other Real Estate Owned (“OREQO")

The following tables set forth activity in OREO fitre three and six months ended June 30, 2015G@i :2

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
(in thousands)
Balance, beginning of period $ 23,29¢ $ 30,55¢ $ 22,19C $ 35,92
Transfers in 3,14: 2,09( 7,83¢ 7,841
Valuation adjustments (59¢) (979 (799 (2,559
Proceeds from sale of OREQO property (6,489 (4,726 (11,609 (15,93)
Gain on sale of OREO, net 1,25¢ 1,311 2,99: 2,972
Balance, end of period $ 20,617 $ 28,25¢ $ 20,617 $ 28,25¢

At June 30, 2015, the carrying amount of foredossidential real estate properties held as dtresabtaining physical possession was
$2.1 million and the recorded investment of consumertgage loans secured by residential real eptafgerties for which formal foreclosure
proceedings were in process was $2.5 million .

8. FDIC Loss-sharing Asset and Covered Assets

We are a party to eight loss-sharing agreementstivit FDIC relating to four FDIC-assisted acquisii. Such agreements cover a
substantial portion of losses incurred on acquicered loans and OREO. The loss-sharing agreemaats to the acquisitions of (1)
Columbia River Bank in January 2010, (2) Americaaride Bank in January 2010, (3) Summit Bank in N2@{ 1, and (4) First Heritage Bank
in May 2011. Under the terms of the loss-sharingagents, the FDIC will absorb 80% of losses aradesim 80% of loss recoveries up to
specified amounts. With respect to loss-sharing@ments for two acquisitions completed in 201@&rafiose specified amounts, the FDIC will
absorb 95% of losses and share in 95% of loss eg@sv The loss-sharing provisions of the agreesientnon-single family and single family
mortgage loans are in effect for five and ten ye@spectively and the loss recovery provisionsraeffect for eight and teyears, respectivel
The loss-sharing provisions for the Columbia RiBank and American Marine Bank non-single family em@d assets were effective through
March 31, 2015. Accordingly, further activity wile limited to recoveries through the first quade2020 for assets covered by these loss-
sharing agreements.

Ten years and fortfive days after the applicable acquisition dates,Bank must pay to the FDIC a clawback in the etrenlosses fror
the acquisitions fail to reach stated levels. Tim@@ant of the clawback is determined by a formulec#fied in each individual loss-sharing
agreement. As of June 30, 2015 , the net preséum wh the Bank’s estimated clawback liability w62 million , which was included in other
liabilities on the consolidated balance sheets.

At June 30, 2015 , the FDIC loss-sharing assetaoawprised of a $9.0 million FDIC indemnificatiorsas and a $344 thousand FDIC
receivable. The indemnification asset represemtsi#t present value of cash flows the Company éspecollect from the FDIC under the
loss-sharing agreements and the FDIC receivablesepts amounts from the FDIC for which the Compaas/requested reimbursement but
has not yet received reimbursement.

For PCI loans, the Company remeasures contraatdagepected cash flows on a quarterly basis. Whemnarterly remeasurement
process results in a decrease in expected cash floeto an increase in expected credit lossesiimpnt is recorded. As a result of this
impairment, for loans covered by loss-share agreé&sneith respect to which the loss-sharing provisiare still effective, the indemnification
asset is increased to reflect anticipated futush ¢a be received from the FDIC. Consistent withltss-sharing agreements between the
Company and the FDIC, the amount of the increasieetindemnification asset is measured as 80%seofdbulting 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, for loans covered by losseshgreements with respect to which the loss-sharogsions are still effective, the
indemnification asset would be reduced first bydheount of any impairment previously recorded aedpnd, by increased amortization over
the remaining life of the related loss-sharing agrent.
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The following table shows a detailed analysis ef #DIC loss-sharing asset for the three and sixthsoended June 30, 2015 and 2014 :

Three Months Ended June 30, Six Months Ended June 30,

2015 2014 2015 2014
(in thousands)

Balance at beginning of period $ 14,64. $ 36,837 % 15,17  $ 39,84¢
Adjustments not reflected in income:

Cash received from the FDIC, net (2,867) (3,447) (3,527) (1,76%)

FDIC reimbursable recoveries, net (949 (369 (964 (237)
Adjustments reflected in income:

Amortization, net (1,37¢) (5,769 (3,670 (12,21¢)

Loan impairment 1 1,214 1,53 3,151

Sale of other real estate (20¢) (96%) (627) (1,727

Write-downs of other real estate 52 27¢ 1,12¢ 792

Other 37 18¢ 297 12t
Balance at end of period $ 9,34 % 27,98 $ 9,342 $ 27,98

The following table presents information about ¢tbenposition of the FDIC loss-sharing asset, thevisck liability, and the non-single
family and the single family covered assets asiefdate indicated:

June 30, 2015

Columbia River American Marine

Bank Bank Summit Bank First Heritage Bank Total
(in thousands)
FDIC loss-sharing asset $ 47C $ 3,15¢ $ 3,58¢ $ 2,131 $ 9,34¢
Clawback liability $ 4,04( $ 127 $ — $ — $ 4,167
Non-single family covered assets $ 98,00¢ $ 14,20¢ $ 13,247 $ 21,15¢( $ 146,61-
Single family covered assets $ 9,087 $ 25,83¢ $ 6,432 $ 2,182 $ 43,54(

Loss-sharing expiration dates:

Non-single family

Single family
Loss recovery expiration dates:

Non-single family

Single family

First Quarter 2015

First Quarter 2020

First Quarter 2018

First Quarter 2020

9. Goodwill and Other Intangible Asset:

First Quarter 2015

First Quarter 2020

First Quarter 2018

First Quarter 2020

Second Quarter
2016

Second Quarter
2021

Second Quarter
2019

Second Quarter
2021

Second Quarter
2016

Second Quarter
2021

Second Quarter
2019

Second Quarter
2021

In accordance with the Intangibles — Goodwill artti€d topic of the FASB ASC, goodwill is not amoetizbut is reviewed for potential
impairment at the reporting unit level. Managenemlyzes its goodwill for impairment on an annuagib on July 31 and between annual tes
in certain circumstances such as material advéraeges in legal, business, regulatory and econfaniors. An impairment loss is recorded to
the extent that the carrying amount of goodwilleedts its implied fair value.

The core deposit intangible (“CDI”) is evaluated ifimpairment if events and circumstances indicgtessible impairment. The CDI is
amortized on an accelerated basis over an estirfitdexf 10 years .
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The following table sets forth activity for goodidind other intangible assets for the periods ugid:

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
(in thousands)
Goodwill
Total goodwill (1) $ 382,537 % 343,95. 382,53 343,95.

Other intangible assets, net
Core deposit intangible:

Gross core deposit intangible balance at beginafrpgriod (1) 58,59¢ 47,69¢ 58,59¢ 47,69¢
Accumulated amortization at beginning of period (30,87%) (24,344) (29,059 (22,76%
Core deposit intangible, net at beginning of period 27,72: 23,35« 29,54( 24,93

CDI current period amortization (1,71%) (1,487 (3,53 (3,060
Total core deposit intangible, net at end of period 26,00: 21,87: 26,00¢ 21,87:
Intangible assets not subject to amortization 91¢ 91¢ 91¢ 91¢
Other intangible assets, net at end of period 26,92 22,79: 26,92« 22,79
Total goodwill and other intangible assets at efgeiod $ 409,46: $ 366,74« § 409,46:  $ 366,74

(1) See Note 3, Business Combinations, for addilioxformation regarding goodwill and intangiblesets recorded related to the acquisitio
Intermountain on November 1, 2014.

The following table provides the estimated futumeoetization expense of core deposit intangiblesherremaining six months ending
December 31, 2015 and the succeeding four years:

Amount

(in thousands)
Year ending December 31,

2015 $ 3,345
2016 5,94t
2017 4,91
2018 3,85¢
2019 2,951
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10. Derivatives and Balance Sheet Offsettir

The Company periodically enters into certain conuia¢toan interest rate swap agreements in ordpragide commercial loan
customers the ability to convert from variableiti@fl interest rates. Under these agreements, thgp@ay enters into a variable-rate loan
agreement with a customer in addition to a swapegent. This swap agreement effectively convedstistomer’s variable rate loan into a
fixed rate. The Company then enters into a corneging swap agreement with a third-party in ordesftset 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 June 30,a&2@1Becember 31, 2014 was $216.2 million and $dHllion , respectively. During the
three and six months ended June 30, 2015 , a roariatket gain of $9 thousand and $4 thousand eotisely were recorded to other
noninterest expense. There were no earnings imfidise three or six month periods ending June28Q4 .

The following table presents the fair value of datives not designated as hedging instrumentsreg 30, 2015 and December 31, 2014

Asset Derivatives Liability Derivatives
June 30, 2015 December 31, 2014 June 30, 2015 December 31, 2014
Balance Sheet Balance Sheet Balance Sheet Balance Sheet
Location Fair Value Location Fair Value Location Fair Value Location Fair Value

(in thousands)

Interest rate contracts Other assets $ 10,65¢ Other assets $ 11,80C Other liabilities $ 10,707 Other liabilities $ 11,85

The Company is party to interest rate contractsrapdrchase agreements that are subject to enbidecemaster netting arrangements or
similar agreements. Under these agreements, theg@wommay have the right to net settle multiple raois with the same counterparty. The
following tables show the gross interest rate sagieements and repurchase agreements in the aaiedlibalance sheets and the respective
collateral received or pledged in the form of otfikeaincial instruments, which are generally markktaecurities. The collateral amounts in
these tables are limited to the outstanding bakntéhe related asset or liability. Thereforetanges 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
June 30, 2015 (in thousands)
Assets
Interest rate contracts $ 10,65¢ $ — 3 10,65¢ $ — % 10,65¢
Liabilities
Interest rate contracts $ 10,700 $ — 10,707 $ (10,707 $ —
Repurchase agreements $ 92,23( $ — ¢ 92,23( $ (92,230 $ =
December 31, 2014
Assets
Interest rate contracts $ 11,80 $ — 3 11,80 $ — % 11,80(
Liabilities
Interest rate contracts $ 11,85 $ — 3 11,85 $ (11,85) $ —
Repurchase agreements $ 105,08 $ — 3 105,08 $ (105,08() $ —
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The following table presents the class of colldtpladged for repurchase agreements as well agthaining contractual maturity of the
repurchase agreements:

Remaining contractual maturity of the agreements
Overnight and Greater than 90
continuous Up to 30 days 30 - 90 days days Total
June 30, 2015 (in thousands)

Class of collateral pledged for repurchase
agreements

U.S. government agency and government-
sponsored enterprise mortgage-backed securities
and collateralized mortgage obligations $ 67,23( $ — % — 8 25,000 $ 92,23(

Gross amount of recognized liabilities for
repurchase agreements 92,23(

Amounts related to agreements not included in
offsetting disclosure $ —_

The collateral utilized for the Company’s repurahagreements is subject to market fluctuationsedsas prepayments of principal. The
Company monitors the risk of the fair value ofptedged collateral falling below acceptable amotaised on the type of the underlying
repurchase agreement. The pledged collateral defatthe Company’s term wholesale repurchase agmegnwhich matures in 2018, is
monitored on a monthly basis and additional cajstaledged when necessary. The pledged collatelatkd to the Company’s sweep
repurchase agreements, which mature on a dailg,iashonitored on a daily basis as the underlgimgep accounts can have daily transactio
activity and the amount of pledged collateral ipiatbd as necessary.

11. Shareholders’Equity

Preferred Stock. In conjunction with the 2013 acquisition of Westash the Company issued 8,782 shares of mandatarilyertible
cumulative participating preferred stock, Serie§3eries B Preferred Stock”). The Series B PrefBeock is not subject to the operation of a
sinking fund. The Series B Preferred Stock is edeemable 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 amshareholders, it must declare and pa
to its holders of Series B Preferred Stock, onstmae date, a dividend in an amount per share @éhies B Preferred Stock that is intended tc
provide such holders dividends in the amount theuld have received if shares of Series B Prefedtedk had been converted into common
stock as of that date. The outstanding sharesra#sSB Preferred Stock are convertible into 102,868res of Company common stock.

Dividends. On January 29, 2015 , the Company declared a glyactesh dividend of $0.16 per common share andnecomshare
equivalent for holders of preferred stock, andec& cash dividend of $0.14 per common share anton share equivalent for holders of
preferred stock, both payable on February 25, 20 8hareholders of record at the close of busioedsebruary 11, 2015 .

On April 22, 2015 , the Company declared a regglerterly cash dividend of $0.18 per common shadec@ammon share equivalent for
holders of preferred stock, and a special casldeind of $0.16 per common share and common sharea¢ent for holders of preferred stock,
both payable on May 20, 2015 to shareholders afrceat the close of business on May 6, 2015 .

Subsequent to quarter end, on July 23, 2015 , ¢mep@ny declared a regular quarterly cash dividér®Dd.8 per common share and
common share equivalent for holders of preferredkstand a special cash dividend of $0.16 per comshare and common share equivalent
for holders of preferred stock, both payable onudsid 9, 2015 to shareholders of record at the @bbsasiness on August 5, 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 requénts.

29




Table of Contents

12. Accumulated Other Comprehensive Income (L0sS)

The following table shows changes in accumulatéérotomprehensive income (loss) by component ®thhee and six month periods

ended June 30, 2015 and 2014 :

Three months ended June 30, 2015
Beginning balance
Other comprehensive loss before reclassifications

Amounts reclassified from accumulated other comgmnsive
income (loss) (2)

Net current-period other comprehensive income Jloss
Ending balance
Three months ended June 30, 2014
Beginning balance
Other comprehensive income before reclassifications

Amounts reclassified from accumulated other comgmnsive
income (loss) (2)

Net current-period other comprehensive income
Ending balance
Six months ended June 30, 2015
Beginning balance
Other comprehensive loss before reclassifications

Amounts reclassified from accumulated other comgmnsive
income (loss) (2)

Net current-period other comprehensive loss
Ending balance
Six months ended June 30, 2014
Beginning balance
Other comprehensive income before reclassifications

Amounts reclassified from accumulated other comgmnsive
income (loss) (2)

Net current-period other comprehensive income

Ending balance

Unrealized Gains and

Losses on Available-for-

Unrealized Gains and
Losses on Pension Plan

Sale Securities (1) Liability (1) Total (1)
(in thousands)

16,37¢ (2,099 14,28¢
(11,34)) — (11,34)
(219 63 (156)
(11,56() 63 (11,49))
4,81¢ (2,030) 2,78¢
(3,13)) (1,912 (5,049
8,76¢ — 8,76¢
(189 24 (165)
8,57¢ 24 8,60:
5,44¢ (1,889 3,56(
7,462 (1,847 5,621
(1,965) (280) (2,245)
(67¢) 91 (587)
(2,649 (189 (2,837)
4,81¢ (2,030) 2,78¢
(10,109 (1,936 (12,049
15,88 — 15,88°
(331) 48 (289)
15,55¢ 48 15,60¢
5,44¢ (1,889 3,56(

(1) All amounts are net of tax. Amounts in paresiféndicate debits.

(2) See following table for details about thesdassifications.
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The following table shows details regarding thdassifications from accumulated other comprehenisiveme (loss) for the three astk
month periods ended June 30, 2015 and 2014 :

Amount Reclassified from Accumulated Other Comprehasive Income (Loss)

Three Months Ended June 30, Six Months Ended June 30, Affected line Item in the Consolidated
2015 2014 2015 2014 Statement of Income

(in thousands)

Unrealized gains and losses on
available-for-sale securities

Investment securities gains $ 34z $ 29¢ $ 1,06¢ $ 51¢ Investment securities gains, net
34: 29¢€ 1,06< 51¢ Total before tax
(124 (207) (386) (18¢) Income tax provision
$ 21¢ $ 18¢ $ 67¢ $ 331 Net of tax

Amortization of pension plan

liability
Actuarial losses $ 98 % B7n % (142) % (74) Compensation and employee benefits
(98) (37 (142 (74) Total before tax
35 13 51 2€ Income tax benefit
$ (63 % (29 ¢ (9) ¢ (48)  Net of tax

13. Fair Value Accounting and Measuremen

The Fair Value Measurements and Disclosures tdpiceoFASB ASC defines fair value, establishes @sigsient framework for
measuring fair value and expands disclosure reangines about fair value. We hold fixed and variable interest-bearing securities,
investments in marketable equity securities anthzeother financial instruments, which are caragdair value. Fair value is determined be
upon quoted prices when available or through tleeafilternative approaches, such as matrix or inwiteng, 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@goots create the following fair value
hierarchy:

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

Level 2 — Quoted prices for similar instrumentaative markets; quoted prices for identical or @minstruments in markets that are not
active; and model derived valuations whose inprgsohservable or whose significant value driveesaoservable.

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 ntethwler 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
June 30, 2015 and December 31, 2b¢4evel within the fair value hierarchy. Financisets and liabilities are classified in theiirett base:
on the lowest level of input that is significanttke fair value measurement:

Fair Value Measurements at Reporting Date Using

Fair value Level 1 Level 2 Level 3
June 30, 2015 (in thousands)
Assets
Securities available for sale:
U.S. government agency and government-
sponsored enterprise mortgage-back securitie
and collateralized mortgage obligations $ 1,041,070 $ — 3 1,041,070 $ —
State and municipal debt securities 489,03: — 489,03: —
U.S. government agency and government-
sponsored enterprise securities 359,02! — 359,02! —
U.S. government securities 20,16: 20,16: — —
Other securities 5,14¢ — 5,14¢ —
Total securities available for sale $ 1,914,44"  $ 20,16: $ 1,894,28 % —
Other assets (Interest rate contracts) $ 10,65¢ $ — 3 10,65¢ $ =
Liabilities
Other liabilities (Interest rate contracts) $ 10,707 $ — 10,707 $ =
Fair Value Measurements at Reporting Date Using
Fair value Level 1 Level 2 Level 3
December 31, 2014 (in thousands)
Assets
Securities available for sale:
U.S. government agency and government-
sponsored enterprise mortgage-back securitie
and collateralized mortgage obligations $ 1,162,38 $ — 3 1,162,38 $ —
State and municipal debt 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) $ 11,80C $ — ¢ 11,80C $ =
Liabilities
Other liabilities (Interest rate contracts) $ 11,85 $ — 3 11,85. $ =

There were no transfers between Level 1 and LewéltRe valuation hierarchy during the six monthipeés ended June 30, 2015 and
2014 . The Company recognizes transfers betweetslef the valuation hierarchy based on the vabndgvel at the end 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 probabldg the Company
will be unable to collect all amounts due (bottenast and principal) according to the contracteiahs of the loan agreement. Impaired loans
are measured based on the present value of exdfattieel cash flows discounted at the loan’s effectnterest rate, a loan’s observable marke
price, or the fair market value of the collateesd estimated costs to sell if the loan is a ardtdependent loan. Generally, the Company
utilizes the fair market value of the collateraht@asure impairment. The impairment evaluationpartormed in conjunction with the ALLL
process on a quarterly basis by officers in thecBp€redits group, which reports to the Chief Gr&fficer. The Real Estate Appraisal
Services Department (“REASD”), which also repoashe Chief Credit Officer, is responsible for abiag appraisals from third-parties or
performing internal evaluations. If an appraisadlisained from a third-party, the REASD reviews dp@raisal to evaluate the adequacy of the
appraisal report, including its scope, methodsyeay, and reasonableness.

Other real estate owned—OREO is real property that the Bank has taken osing of in partial or full satisfaction of a loan loans.
OREO is generally measured based on the propddiy’market value as indicated by an appraisallettar of intent to purchase. OREO is
initially recorded at the fair value less estimatedts to sell. This amount becomes the propentg basis. Any fair value adjustments based
on the property’s fair value less estimated castetl at the date of acquisition are chargedéohlL L, or in the event of a write-up without
previous losses charged to the ALLL, a credit tmie@s is recorded. Management periodically reviedREO in an effort to ensure the
property is recorded at its fair value, net ofrastied costs to sell. Any fair value adjustmentsegbent to acquisition are charged or credited
to earnings. The initial and subsequent evaluatiwagperformed by officers in the Special Creditsug, which reports to the Chief Credit
Officer. The REASD obtains appraisals from thirdtjgs for OREO and performs internal evaluatiohanl appraisal is obtained from a third-
party, the REASD reviews the appraisal to evaltl@eadequacy of the appraisal report, includingétspe, methods, accuracy, and
reasonableness.

The following tables set forth information relatedthe Companyg assets that were measured using fair value d@ssroa a nonrecurrir
basis during the current and prior year quarteelyqals:

. Fair Value Measurements at Reporting Date Using Losses During the Losses During the
Fair value at June Three Months Ended Six Months Ended
30, 2015 Level 1 Level 2 Level 3 June 30, 2015 June 30, 2015
(in thousands)
Impaired loans $ — 3 — 3 — $ — 3 1,13¢ $ 1,13¢
OREO 1,66¢ — — 1,66¢ 611 65t
$ 1,66¢ $ — % — % 1,66¢ $ 1,74¢ $ 1,79:
_ Fair Value Measurements at Reporting Date Using Losses During the _Losses During the
Fair value at Three Months Ended Six Months Ended June
June 30, 2014 Level 1 Level 2 Level 3 June 30, 2014 30, 2014
(in thousands)
OREO (1) $ 3,22¢ % — % — % 3,22¢ $ 86z $ 1,602
$ 3,22¢ % — % — % 3,22¢ $ 86z $ 1,60z

(1) Reclassified to conform to the current perigafssentation. The reclassification was limiteddmbining historically reported “Noncovered
OREQ” and “Covered OREOQO” into one line item for ORE

The losses on impaired loans disclosed above représe amount of the specific reserve and/or ahrafts during the period applicable
to loans held at period end. The amount of theipe@eserve is included in the allowance for Icard lease losses. The losses on OREO
disclosed above represent the write-downs takésretlosure that were charged to the allowancdofm and lease losses, as well as
subsequent changes in any valuation allowances difmated appraisals that were recorded 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, along with the
valuation techniques used, are shown in the foligwable:

Fair value at June Range (Weighted
30, 2015 Valuation Technique Unobservable Input Average) (1)

(dollarsin thousands)
Fair Market Value of  Adjustment to Stated

Impaired loans (2) $ — Collateral value 100%
Fair Market Value of  Adjustment to
OREO 1,66 Collateral Appraisal Value N/A (3)

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

(2) As there was only one impaired loan remeaswednge of discounts could not be provided. ThHiateoal for this loan consisted of non-
proprietary software.

(3) Quantitative disclosures are not provided fRED because there were no adjustments made tppnaisal value during the current
period.

Fair value at Range (Weighted
June 30, 2014 Valuation Technique Unobservable Input Average) (1)

(dollarsin thousands)

Fair Market Value of  Adjustment to
OREO $ 3,22¢ Collateral Appraisal Value N/A (2)

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

(2) Quantitative disclosures are not provided f&®&ED because there were no adjustments made tppnaisal value during the current
period.

34




Table of Contents

Fair value of financial instruments

Because broadly traded markets do not exist foit wiathe Company’s financial instruments, the failue calculations attempt to
incorporate the effect of current market conditiaha specific time. These determinations are stilsgein nature, involve uncertainties and
matters of significant judgment and do not incltaeramifications; therefore, the results cannotiérmined with precision, substantiated by
comparison to independent markets and may notdleed in an actual sale or immediate settlemetit®@instruments. There may be inherent
weaknesses in any calculation technique, and clsangbe underlying assumptions used, includingaiigt rates and estimates of future cash
flows, could significantly affect the results. Rl of these reasons, the aggregation of the fdirescalculations presented herein do not
represent, and should not be construed to repraseninderlying value of the Company.

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 depdasiwith 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. TreadNmyes, 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 June 30, 2015 or December 31, 2fat4oans which mirror the attributes
of the loans with similar rate structures and agenaaturities. The fair values resulting from theakeulations are reduced by an amount
representing the change in estimated fair valu#atable to changes in borrowers’ credit qualityce the loans were originated. For
nonperforming loans, fair value is estimated bylgpg a valuation discount based upon loan sal¢s flam the FDIC. For PCI loans, fair
value is estimated by discounting the expectedéutash flows using a lending rate that would Hasen offered on June 30, 2015 (Level 3).

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

Interest rate contracts—Interest rate swap positions are valued in moaetsch use readily observable market parametetiseaisbasis
(Level 2).

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

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

Repurchase Agreements—The fair value of term repurchase agreementstisated based on discounting the future cash flasisg
the market rate currently offered. The carrying antof sweep repurchase agreements approximatedainezalues due to the short period of
time 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 thieligations are redeemable and a market particiwantd expect redemption in the near-term
(Level 2).

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 instents as well as assumptions used
by the Company in estimating fair value at June281,5 and December 31, 2014 :

June 30, 2015

Carrying Fair
Amount Value Level 1 Level 2 Level 3
(in thousands)
Assets
Cash and due from banks $ 172,13¢ $ 172,13¢ $ 172,13¢ $ —  $ —
Interest-earning deposits with banks 5,56¢ 5,56¢ 5,56¢ — —
Securities available for sale 1,914,44! 1,914,44! 20,16: 1,894,28 —
FHLB stock 11,80: 11,80: — 11,80¢ —
Loans held for sale 4,22( 4,22( — 4,22( —
Loans 5,542,641 5,624,21. — — 5,624,21.
FDIC loss-sharing asset 9,34¢ 1,35¢ — — 1,35¢
Interest rate contracts 10,65¢ 10,65¢ — 10,65¢ —
Liabilities
Deposits $ 7,04437.  $ 7,041,94° $ 6,562,671 $ 479,27¢ $ =
FHLB Advances 45,54¢ 46,05 — 46,05° —
Repurchase agreements 92,23( 93,17¢ — 93,17¢ —
Interest rate contracts 10,70° 10,70° — 10,70° —
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 $ —  $ —
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« 4,054 — — 4,05¢
Interest rate contracts 11,80( 11,80( — 11,80( —
Liabilities
Deposits $ 6,924,72.  $ 6,921,80. $ 6,416,01 $ 505,78 $ =
FHLB Advances 216,56¢ 217,29t — 217,29t —
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 —

14. Earnings per Common Shar:

The Company applies the two-class method of comguiasic and diluted EPS. Under the two-class nietBBS is determined for each
class of common stock and participating securigoeaing to dividends declared and participatiomtsgn undistributed earnings. The
Company issues restricted shares under share-basgzknsation plans and preferred shares whichfgaeliparticipating securities.
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The following table sets forth the computation aiz and diluted earnings per share for the thnelesix months ended June 30, 2015
and 2014 :

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
(in thousands except per share)

Basic EPS:
Net income $ 21,94¢ $ 21,227 % 46,300 $ 41,07:
Less: Earnings allocated to participating secugitie

Preferred Shares 39 41 82 79

Nonvested restricted shares 24¢ 20¢€ 47¢ 37¢
Earnings allocated to common shareholders $ 21,65¢ % 20,98( $ 4575( % 40,61
Weighted average common shares outstanding 57,05¢ 52,08t 56,99¢ 51,60(
Basic earnings per common share $ 0.3t % 0.4C $ 0.8C $ 0.7¢
Diluted EPS:
Earnings allocated to common shareholders (1) $ 21,65¢ % 20,98. % 45,75( % 40,61"
Weighted average common shares outstanding 57,05¢ 52,08t¢ 56,99¢ 51,60(
Dilutive effect of equity awards 14 40¢€ 13 863
Weighted average diluted common shares outstanding 57,06¢ 52,49: 57,01: 52,46
Diluted earnings per common share $ 0.3t % 0.4C $ 0.8C $ 0.77

Potentially dilutive share options that were nafuded in the
computation of diluted EPS because to do so woeldrii-
dilutive 37 63 45 73

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

15. Subsequent Ever

Subsequent events are events or transactionsdbat after the balance sheet date but before finbstatements are issued. Recognized
subsequent events are events or transactionsrthatip additional evidence about conditions thastexl at the date of the balance sheet,
including the estimates inherent in the procegweparing financial statements. Nonrecognized sylesa events are events that provide
evidence about conditions that did not exist atdéie of the balance sheet but arose after that dat

On August 6, 2015, we filed a shelf registratitatement with the Securities and Exchange Comnmissigistering an unlimited amount
of any combination of debt or equity securitiegpatary shares, purchase contracts, units ancaniarin one or more offerings. Specific
information regarding the terms of and the seasibieing offered will be provided at the time of affering. Proceeds from future offerings
are expected to be used for general corporate pespincluding, but not limited to, the repaymemdeabt, repurchasing or redeeming
outstanding securities, working capital, fundintufe acquisitions or other purposes identifiechatttme of any offering.
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Item 2. MANAGEMENT" S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

This discussion should be read in conjunction withunaudited consolidated financial statemenBatfimbia Banking System, Inc.
(referred to in this report as “we”, “our”, “Coluniaj and “the Company”) and notes thereto preseatsewhere in this report and with the
December 31, 2014 audited consolidated financééstents and its accompanying notes included ianval Report on Form 10-K. In the
following discussion, unless otherwise noted, rfiees to increases or decreases in average balarieas of income and expense for a
particular period and balances at a particular dzfer to the comparison with corresponding amotortshe period or date one year earlier.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This quarterly report on Form 10-Q contains forwkroking statements within the meaning of the Rev@ecurities Litigation Reform
Act of 1995. These forwarliboking statements include, but are not limitedstatements about our plans, objectives, expentatad intentior
that are not historical facts, and statements ifiedtoy words such as “expects,” “anticipatesyiténds,” “plans,” “believes,” “should,”
“projects,” “seeks,” “estimates” or the negativesien 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 tkatuiject to change. In addition to the factor
set forth in the section titled “Management’s Dssion and Analysis of Financial Condition and Rissof Operations” in this report and the
factors set forth in the section titled “Risk Fastan the Company’s Form 10-K, the following fardpamong others, could cause actual resul
to differ materially from the anticipated resultgpeessed or implied by the forward-looking statetaen

» 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 risks presented by the economy, which caditersely affect credit quality, collateral valuiesjuding real estate collateral,
investment values, liquidity and loan originati@msl loan portfolio delinquency rates;

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

« the ability to complete future acquisitions andtcessfully integrate acquired entit

» interest rate changes could significantly reduddnterest income and negatively affect fundingreesa

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

» the impact of acquired loans on our earni

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

» changes in laws and regulations affecting owin®sses, including changes in the enforcemeniréggbretation of such laws and
regulations by applicable governmental and regunyaagencies;

» 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 vaitiguisitions could become impaired, which may heavadverse impact on our
earnings and capital;

« the reputation of the financial services indyswuld 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 efsce attacks,” “hacking” and identity
theft;

e any material failure or interruption of our imfieation and communications systems or inabilitigep 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 d@f#ddaf we are unable to effectively manage our tedjpanc

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

You should take into account that forward-lookitatements speak only as of the date of this refven the described uncertainties
and risks, we cannot guarantee our future perfocman results of operations and you should noteplandiue
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reliance on these forward-looking statements. Waettiake no obligation to update or revise any foedatlaoking statements, whether as a
result of new information, future events or othemmyiexcept as required under federal securities. law

CRITICAL ACCOUNTING POLICIES

Management has identified the accounting policiéeted to the ALLL, business combinations, PCI &g&DIC loss-sharing asset and
the valuation and recoverability of goodwill agtical to an understanding of our financial statetaefhese policies and related estimates are
discussed in “Item 7. Management Discussion andyaisaof Financial Condition and Results of Opematiunder the heading#tlowance foi
Loan and Lease Losses”, “Business Combinationgir¢Rased Credit Impaired Loans”, “FDIC Loss-Shadsget” and “Valuation and
Recoverability of Goodwill” in our 2014 Annual Repon Form 10-K. There have not been any matehiahges in our critical accounting
policies as compared to those disclosed in our 20irlial Report on Form 10-K.

RESULTS OF OPERATIONS

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

On November 1, 2014, the Company completed itsisitigun of Intermountain. The Company acquired appnately $964.4 million in
assets, including $502.6 million in loans measuwiefir value, and approximately $736.8 milliondeposits. Due to the timing of this
acquisition, our results of operations for thersignth period ended June 30, 20d8lude the acquisition for the entire period, hgrmethe prio
year period does not include the acquisition. Sete I8 to the Consolidated Financial Statemen“ltem 1. Financial Statements (unaudited)”
of this report for further information regardinggfacquisition.

Earnings Summary

The Company reported net income for the secondeuai $21.9 million or $0.38 per diluted commorash compared to $21.2 million
or $0.40 per diluted common share for the secomrdteuof 2014 . The increase in net income forcilmeent quarter compared to the prior yeal
period was due to a combination of higher net égemcome and noninterest income, partially offsehigher noninterest expense. These
fluctuations were primarily due to the timing o&thcquisition of Intermountain, as noted above.

Comparison of current quarter to prior year period

Revenue (net interest income plus noninterest imydor the three months ended June 30, 2015 waa $haillion , 14% higher than
the same period in 2014 . The increase in reverageanesult of higher net interest income due th tiee acquired loans and securities from
the acquisition of Intermountain as well as orgdoén growth. Also contributing to the increase@menue was higher noninterest income due
to both a decrease in the expense recorded fah#mege in the FDIC loss-sharing asset as well ascaaase in service charges and other fees
For a more complete discussion of these topicsspleefer to the net interest income and nonirttéresme sections contained in the ensuing
pages.

The provision for loan and lease losses for thesecjuarter of 2015 was $2.2 million compared poavision of $2.1 milliorduring the
second quarter of 2014 . The provision recordatiénsecond quarter of 2015 was due to the recoafiagsl.7 million provision on loans,
excluding PCI loans and $476 thousand provisioPGhloans. For a more complete discussion of tipgct please refer to the provision for
loan and lease losses section contained in theérenpages.

Total noninterest expense for the quarter ended 3002015 was $68.5 million , up from $57.8 millifor the second quarter of 2014 .
The increase from the prior-year period was prilpatiie to additional ongoing noninterest expensesting from the growth resulting from
the Intermountain acquisition as well as highersition-related expenses recorded during the skeqoarter of 2015. For a more complete
discussion of this topic, please refer to the nemést expense section contained in the ensuingspag
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Net income was positively affected by the pre-tasnengs impact of the FDIC acquired loan portfoliosthe current period, but was
negatively affected by the pre-tax earnings impé¢he FDIC acquired loan portfolios during thegoryear period. The negative effect of the
FDIC acquired loan portfolios in the prior yearipdrwas primarily due to greater amortization & #DIC loss-sharing asset recorded in the
prior year period. With the recent expiration of twio largest FDIC loss-sharing agreements, thermation of the FDIC loss-sharing asset
has declined. The following table illustrates thgpact to earnings associated with the Company’<CRidiquired loan portfolios for the periods
indicated:

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

(in thousands)
Incremental accretion income on FDIC purchasediciagaired loans  $ 2367 $ 573¢ $ 481 $ 12,220

Incremental accretion income on other FDIC acquioas 15 98 132 29¢
Provision for losses on purchased credit impaioath$ (47¢€) (1,519 (3,08%) (3,939
Change in FDIC loss-sharing asset (1) (1,499 (5,050 (1,349 (9,869
FDIC clawback liability recovery (expense) 30 10z 7 (207)

Pre-tax earnings impact of FDIC acquired loan jticé $ 44z $ (635) $ 524§  (1,38))

(1) For additional information on the FDIC loss-3hg asset, please see the “FDIC Loss-sharing Assetion of this Management'’s
Discussion and Analysis and Note 8 to the Constdifi&inancial Statements in “Iltem 1. Financial &tegnts (unaudited)” of this report.

Comparison of current year-to-date to prior year period

Revenue (net interest income plus noninterest imddor the six months ended June 30, 2015 was $26#lion , compared to $177.7
million for the same period in 2014 . The increaseevenue was a result of higher net interestrimedue to both the acquired loans and
securities from the acquisition of Intermountainiagl as organic loan growth. Also contributingthe increase in revenue was higher
noninterest income due to both a decrease in thense recorded for the change in the FDIC lossrghasset as well as an increase in servic
charges and other fees. For a more complete discuskthis topic, please refer to the net interesbme section and noninterest income
sections contained in the ensuing pages.

The provision for loan and lease losses for thergixiths ended June 30, 2015 was $3.4 million coebtar a provision of $4.0 million
for the first six months of 2014 . The $3.4 milliprovision was due to the recording of a $3.1 miovi on PCl loans and a $326 thousand
provision on loans, excluding PCI loans. For a meamaplete discussion of this topic, please reféh&oprovision for loan and lease losses
section contained in the ensuing pages.

Total noninterest expense for the six months eddeé 30, 2015 was $135.2 million , a 17% incressa the first six months of 2014 .
The increase from the prior-year period was prilpatie to additional ongoing noninterest expensensting from the growth resulting from
the Intermountain acquisition as well as highendgitjon-related expenses recorded during the sirths ended June 30, 2015 . For a more
complete discussion of this topic, please reféhénoninterest expense section contained in theieg pages.

Net Interest Income
Comparison of current quarter to prior year period

Net interest income for the second quarter of 2045 $81.0 million , an increase of 8% from $75.1liom for the same quarter in 2014 .
The increase in net interest income was due tatheired loans and securities from the Intermouarttainsaction as well as organic growth in
the loan portfolio, partially offset by lower inenental accretion income on acquired loans. Fortiddil information on the Company’s
accounting policies related to recording interasbime on loans, please refer to “ltem 8. Finarf8iatements and Supplementary Data” in our
2014 Annual Report on Form 10-K.
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The Company’s net interest margin (tax equivaldetreased to 4.41% in the second quarter of 26, 4.86% for the same quarter
last year. This decrease was due to lower incremhantretion income on acquired loan portfoliose Tompany’s operating net interest
margin (tax equivalenty decreased to 4.17% from 4.27% due to lower ratdeams and securities.

Comparison of current year-to-date to prior year period

Net interest income for the six months ended Jn@2B15 was $161.4 million , an increase of 8% f&iM9.1 million for the same
period in 2014 . The increase in net interest incovas due to higher average loan and securitiesib@$ during the current year as a result of
the acquisition of Intermountain and organic growtkthe loan portfolio. The Company’s net intena@strgin (tax equivalent) decreased to
4.40% for the first six months of 2015 , from 4.8686the prior year period. The decrease in the @amy’s net interest margin (tax equivale
was primarily due to lower accretion income ondlequired loan portfolios. As shown in the tableolelthe Company recorded $14.8 million
in total incremental accretion during the six mengimded June 30, 2015 , a decrease of $8.8 miitbom the prior year period. The Company’s
operating net interest margin (tax equivalent)fét Xhe six months ended June 30, 2015 decreasedédstip to 4.18% from 4.23% due to lower
rates on loans and securities.

The following table shows the impact to interesbime of incremental accretion income as well asitténterest margin and operating
net interest margin for the periods presented:

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

(dollarsin thousands)
Incremental accretion income due to:

FDIC purchased credit impaired loans $ 2,361 % 5,73¢ $ 4,814 % 12,22

Other FDIC acquired loans 15 95 132 29¢

Other acquired loans 4,88¢ 5,481 9,82 11,09¢
Incremental accretion income $ 7271 $ 11,31 $ 14,76¢  $ 23,61t
Net interest margin (tax equivalent) 4.41% 4.86% 4.4(% 4.86%
Operating net interest margiftax equivalent) (1) 4.17% 4.27% 4.18% 4.2%

(1) Operating net interest margin (tax equivalé&ng non-GAAP measurement. See Non-GAAP measuctiss®f Item 2, Management's
Discussion and Analysis.
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The following tables set 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 kat&t interest income and net interest margin:

Three Months Ended June 30, Three Months Ended June 30,
2015 2014
Average Interest Average Average Interest Average
Balances Earned / Paid Rate Balances Earned / Paid Rate

(dollarsin thousands)

ASSETS
Loans, net (1)(2)(3) $ 554248 ¢ 72,41( 52% $ 4,646,351 $ 67,42¢ 5.8(%
Taxable securities 1,516,741 7,26( 1.91% 1,281,75: 6,38: 1.9%%
Tax exempt securities (3) 460,21¢ 4,631 4.02% 364,24( 4,19; 4.6(%
Interest-earning deposits with banks 40,84( 26 0.25% 46,75: 30 0.2€%
Total interest-earning assets 7,560,28" % 84,32 4.46% 6,339,10. $ 78,03 4.92%
Other earning assets 148,57: 130,46:
Noninterest-earning assets 823,31 759,62:
Total assets $ 8,532,17. $ 7,229,18
LIABILITIES AND SHAREHOLDERS' EQUITY
Certificates of deposit $ 489,98: % 23€ 0.1% $ 480,45¢ $ 32t 0.27%
Savings accounts 626,93( 17 0.01% 527,37( 14 0.01%
Interest-bearing demand 883,36¢ 15E 0.07% 1,187,27. 11¢% 0.04%
Money market accounts 1,752,82 332 0.0&% 1,612,60 27¢ 0.07%
Total interest-bearing deposits 3,753,10. 74C 0.0&% 3,807,71! 72¢ 0.0&%
Federal Home Loan Bank advances 121,82¢ 154 0.51% 68,30¢ 11¢& 0.67%
Other borrowings 86,08 13¢€ 0.62% 25,00( 11¢ 1.9(%
Total interest-bearing liabilities 3,961,01. % 1,03( 0.1(% 3,901,011 % 962 0.1(%
Noninterest-bearing deposits 3,225,37. 2,161,17:
Other noninterest-bearing liabilities 97,90: 82,07:
Shareholders’ equity 1,247,88 1,084,92'
Total liabilities & shareholders’ equity $ 853217 $ 722918
Net interest income (tax equivalent) $ 83,29" $ 77,07(
Net interest margin (tax equivalent) 4.41% 4.8€%

(1) Adjusted to conform to the current period praation. The adjustment was limited to includingoants historically disclosed as “Covered
loans” in “Loans, net.”

(2) Nonaccrual loans have been included in the taldésams carrying a zero yield. Amortized net defédoan fees and net uneari
discounts on certain acquired loans were includete interest income calculations. The amortizatibnet deferred loan fees was $1.5
million and $1.2 million for the three months enderhe 30, 2015 and 2014 , respectively. The incnéshaccretion income on acquired
loans was $7.3 million and $11.3 million for theed months ended June 30, 2015 and 2014 , resplgctiv

(3) Tax-exempt income is calculated on a tax eajaivt basis. The tax equivalent yield adjustmeimterest earned on loans was $666
thousand and $425 thousand for the three monttedehdhe 30, 2015 and 2014 , respectively. Thedaiwalent yield adjustment to
interest earned on tax exempt securities was $illiémand $1.5 million for the three months endkohe 30, 2015 and 20]14espectively
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The following tables set 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 kat&t interest income and net interest margin:

Six Months Ended June 30, Six Months Ended June 30,
2015 2014
Average Interest Average Average Interest Average
Balances Earned / Paid Rate Balances Earned / Paid Rate

(dollarsin thousands)

ASSETS
Loans, net (1)(2)(3) $ 5,479,066 $ 143,89 52t% $ 4,592,03 $ 133,32 5.81%
Taxable securities 1,562,771 14,78¢ 1.8% 1,305,58. 13,13¢ 2.01%
Tax exempt securities (3) 459,85: 9,311 4.05% 358,49° 8,301 4.62%
Interest-earning deposits with banks 43,054 53 0.25% 36,04: 44 0.24%
Total interest-earning assets 7,544,751 % 168,04 4.45% 6,292,15 $ 154,80t 4.92%
Other earning assets 147,32: 128,70:
Noninterest-earning assets 826,97¢ 765,84¢
Total assets $ 8,519,04 $ 7,186,70
LIABILITIES AND SHAREHOLDERS' EQUITY
Certificates of deposit $ 496,10 $ 47€ 0.1% $ 491,73. $ 687 0.28%
Savings accounts 626,03t 36 0.01% 520,67¢ 28 0.01%
Interest-bearing demand 1,047,84. 29: 0.0€% 1,178,04. 228 0.04%
Money market accounts 1,784,19 68:< 0.0&% 1,599,68! 54: 0.07%
Total interest-bearing deposits 3,954,17! 1,48¢ 0.0&% 3,790,13 1,481 0.0&%
Federal Home Loan Bank advances 125,81. 313 0.5(% 69,491 22¢ 0.6€%
Other borrowings 97,06¢ 282 0.5¢% 25,00( 23€ 1.9(%
Total interest-bearing liabilities 4,177,05 $ 2,08¢ 0.1(% 3,884,621 $ 1,94¢ 0.1(%
Noninterest-bearing deposits 2,999,07! 2,145,40
Other noninterest-bearing liabilities 98,52¢ 80,48t
Shareholders’ equity 1,244,38! 1,076,18!
Total liabilities & shareholders’ equity $ 8,519,04 $ 7,186,70
Net interest income (tax equivalent) $ 165,96 $ 152,85¢
Net interest margin (tax equivalent) 4.4(% 4.8€%

(1) Adjusted to conform to the current period praation. The adjustment was limited to includingoants historically disclosed as “Covered
loans” in “Loans, net.”

(2) Nonaccrual loans have been included in the taldésams carrying a zero yield. Amortized net defédoan fees and net uneari
discounts on certain acquired loans were includete interest income calculations. The amortizatibnet deferred loan fees was $2.6
million and $2.1 million for the six months endadé 30, 2015 and 2014 , respectively. The increah@atretion income on acquired
loans was $14.8 million and $23.6 million for the months ended June 30, 2015 and 2014 , resphctive

(3) Tax-exempt income is calculated on a tax eajaivt basis. The tax equivalent yield adjustmeimt@rest earned on loans was $1.3 million
and $782 thousand for the six months ended Jun203®, and 2014respectively. The tax equivalent yield adjustmerinterest earned «
tax exempt securities was $3.3 million and $3.0iamlfor the six months ended June 30, 2015 andl 20é&spectively.
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The following table sets forth the total dollar ambof change in interest income and interest espenhe changes have been segregat:
for each major category of interest-earning asmadsinterest-bearing liabilities into amounts atitable to changes in volume and changes in
rates. Changes attributable to the combined effleevlume and interest rates have been allocatepoptionately to the changes due to volume
and the changes due to interest rates:

Three Months Ended June 30,
2015 Compared to 2014
Increase (Decrease) Due to

Volume Rate Total

(in thousands)
Interest Income

Loans, net $ 12,14¢ $ (7,16¢) $ 4,981
Taxable securities 1,13 (25%) 87¢
Tax exempt securities 1,011 (572) 43¢
Interest earning deposits with banks 4 — 4)
Interest income $ 14,28¢  $ (7,999 $ 6,29¢
Interest Expense
Deposits:
Certificates of deposit $ 6 $ 95 $ (89
Savings accounts 2 1
Interest-bearing demand (35) 75 4C
Money market accounts 26 31 57
Total interest on deposits (D) 12 11
Federal Home Loan Bank advances 72 (33 3¢9
Other borrowings 24 @) 17
Interest expense $ 95 § (28) $ 67
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The following table sets forth the total dollar ambof change in interest income and interest espenhe changes have been segregat:
for each major category of interest-earning asmadsinterest-bearing liabilities into amounts atitable to changes in volume and changes in
rates. Changes attributable to the combined effleevlume and interest rates have been allocatepoptionately to the changes due to volume
and the changes due to interest rates:

Six Months Ended June 30,
2015 Compared to 2014
Increase (Decrease) Due to

Volume Rate Total

(in thousands)
Interest Income

Loans, net $ 24,10¢ $ (13,539 $ 10,57(
Taxable securities 2,46¢ (817) 1,652
Tax exempt securities 2,14z (1,139 1,01C
Interest earning deposits with banks 9 — 9
Interest income $ 28,73( $ (15,489 $ 13,24:
Interest Expense
Deposits:
Certificates of deposit $ 6 $ (217) $ (211
Savings accounts 5 3 8
Interest-bearing demand (26) 96 7C
Money market accounts 66 74 14C
Total interest on deposits 51 (44) 7
Federal Home Loan Bank advances 151 (67) 84
Other borrowings 59 (15) 44
Interest expense $ 261 $ (12¢) $ 13¢€

Provision for Loan and Lease Losses
Comparison of current quarter to prior year period

During the second quarter of 2015 , the Compangrdsd a $2.2 million provision expense compareth wiprovision expense of $2.1
million during the second quarter of 2014 . The2$8illion net provision for loan and lease lossasorded during the current quarter was
driven by the loans, excluding PCI loans portfolar, which Columbia recorded a provision of $1.7liom and by a provision of $476 thous:
related to PCI loans. The provision of $1.7 millietated to loans, excluding PCI loans was duéhsoge-off activity during the current quarter
as well as organic loan growth. The provision rdedrrelating to PCI loans was due to the decreageipresent value of expected future cas
flows as remeasured during the current quarterpeoed to the present value of expected future ftasis during the first quarter of 2015. The
amount of provision was calculated in accordandh thie Company’s methodology for determining theLA| discussed in Note 6 to the
Consolidated Financial Statements in “Item 1. Fai@rStatements (unaudited)” of this report.

Comparison of current year-to-date to prior year period

The provision for loan and lease losses for thermxths ended June 30, 2015 was $3.4 million coetpaith provision expense of $4.0
million during the same period in 2014 . The $3illiom provision expense for loans recorded for therent year-to-date period was driven by
the PCI loan portfolio, for which Columbia recordegrovision of $3.1 million and by a provision826 thousand related to loans, excluding
PCl loans. The $3.1 million in provision expenselésses on PCl loans in the current period wasgily due to the decrease in the present
value of expected future cash flows as remeaswradgithe current period, compared to the presahtevof expected future cash flows at the
end of 2014 , net of activity during the periodeT$8.1 million provision related to PCI loans wastially offset by a $1.5 million favorable
adjustment to the change in FDIC loss-sharing a$et provision of $326 thousand related to loams|uding PCI loans was due to the
combination of loan growth and net loan charge-efgerienced in the period. The amount of provisias calculated in accordance with the
Company’s methodology for determining the ALLL,clissed in Note 6 to the Consolidated Financiak8tants in “ltem 1. Financial
Statements (unaudited)” of this report.
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Noninterest Income

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

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 $ Change % Change 2015 2014 $ Change % Change
(dollarsin thousands)

Service charges and other fe $ 15,87« $ 13,79C $ 2,08/ 15% $ 30,74: $ 26,72¢ $ 4,017 15%
Merchant services fees 2,34( 2,04( 30C 15% 4,38( 3,91( 47C 12%
Bank owned life insurance 1,20¢ 97¢€ 23C 24 % 2,28¢ 1,941 342 18 %
Other 3,19¢ 2,57¢ 61¢ 24 % 7,10z 5,40¢ 1,694 31%
Subtotal 22,61 19,38: 3,23: 17% 44,50¢ 37,98t 6,524 17%
Investment securities gains,

net 343 29¢€ 47 16 % 1,06¢ 51¢ 54t 105 %
Change in FDIC loss-sharing

asset (1,499 (5,050 3,55¢ (70)% (1,349 (9,869) 8,52¢ (86)%
Total noninterest income $ 21,46: $ 14,627 $ 6,83t 47 % $ 44,22¢ $ 28,63t $ 15,59 54 %

Comparison of current quarter to prior year period

Noninterest income was $21.5 million for the secqodrter of 2015 , compared to $14.6 million fae #ame period in 2014 . The
increase was primarily due to lower expense reabfdethe change in FDIC loss-sharing asset, whiak $3.6 million less in the current
guarter compared to the same period in the priar.y&lso contributing to the increase comparedgecond quarter of 2014 was an increas
in service charges and other fees of $2.1 millesulting from the increased customer base fronatiggisition of Intermountain and an
increase in other noninterest income primarily tlubigher loan prepayment fees in the current guart

The change in FDIC loss-sharing asset has begm#icant component of noninterest income. Changéle asset are primarily driven
by amortization of the asset, the provision recdride reimbursable losses on covered loans ane@oitvns of covered other real estate ow
(“OREQ"). For the second quarter of 2015 , the ¢jeaim the asset was primarily driven by $1.4 millad amortization of the asset. The dec
in amortization recorded in the current quarter daes to the recent expiration of our two most digant FDIC loss-sharing agreements. For
the same period in 2014 , there was $5.8 millibamortization of the asset and sales of OREM66%housand, which were partially offset
increases in the asset of $1.2 million relatedhéoprovision recorded for reimbursable losses ae@m loans and $276 thousand related to
write-downs of OREO. For additional information tve FDIC loss-sharing asset, please see the “FDK34sharing Asset” section of this
Management’s Discussion and Analysis and NotetBadConsolidated Financial Statements in “Itemifiafcial Statements (unaudited)” of
this report.

Comparison of current year-to-date to prior year period

For the six months ended June 30, 2015 , noniriteresme was $44.2 million compared to $28.6 millfor the same period in 2014 .
The increase was primarily due to lower expenserdatd for the change in FDIC loss-sharing asseigiwivas $8.5 million less in the current
period compared to the prior year period. The iaseewas also driven by an increase of $4.0 milticservice charges and other fees due to th
increased customer base from the Intermountainisitiqn and an increase of $1.7 million in othenmterest income due to both higher gains
on sales of loans and increased loan prepaymenirfébe current year.

46




Table of Contents

Noninterest Expense

The following table presents the significant comgais of noninterest expense and the related dmildpercentage change from perioc
to period:

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 (1) $ Change % Change 2015 2014 (1) $ Change % Change

(dollarsin thousands)

Compensation and employee

benefits $ 3844t $ 31,06c $ 7,38 24% $ 77,54¢ $ 62,40 $ 15,14« 24 %
All other noninterest expense:
Occupancy 8,68 8,58 10C 1% 16,68( 16,83: (251 Q)%
Merchant processing 1,07¢ 99¢ 81 8% 2,05¢ 1,97¢ 78 4%
Advertising and promotiol 1,19¢ 95C 24E 26% 2,12¢ 1,71¢ 407 24 %
Data processing and
communications 4,24; 3,68( 562 15% 9,22¢ 7,20( 2,02¢ 28%
Legal and professional
services 2,84 2,30z 544 24% 5,35¢ 4,472 882 20%
Taxes, license and fees 1,427 1,051 37¢€ 36% 2,65¢ 2,231 42¢€ 19 %
Regulatory premiums 1,321 1,07: 24¢ 23% 2,54: 2,24¢ 298 13%

Net cost (benefit) of
operation of other real

estate owned (1) (5639) (97 (46€) 48(% (1,809 498 (1,85¢) (3,799%
Amortization of
intangibles 1,71¢ 1,48( 23¢€ 16% 3,53¢ 3,06( 47E 16 %
Other 8,07z 6,67¢ 1,397 21% 15,29( 12,95¢ 2,331 18%
Total all other noninterest
expense 30,02t 26,70( 3,32t 12% 57,65¢ 52,74¢ 4,911 9%
Tota| noninterest expense $ 68,47: $ 57,76‘ $ 10,70‘1 19% $ 135,2()! $ 115,15( $ 20,055 17 %

(1) Reclassified to conform to the current periqu‘esentation. The reclassification was limitedeimoving the separate line item for “Net benefibpération
of covered other real estate owned” and includirgggrior period activity in the line item for neist (benefit) of operation of other real estate @dvn

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

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014

(in thousands)
Acquisition-related expenses:

Compensation and employee benefits $ 3,03 $ 73 % 337 % 654
Occupancy 804 547 1,30¢ 68€
Advertising and promotion 247 — 34: —
Data processing and communications 18C — 1,73¢ —
Legal and professional fees 632 26 1,02¢ 213
Other 74E 26 83€ 85

Total impact of acquisition-related costs to noaiast expense (1) $ 564: % 67z $ 8611 $ 1,63¢

(1) Of the $8.6 million in acquisition-related exges recorded during the six months ended Jur203,, $8.5 million related to the recent
acquisition of Intermountain and $72 thousand egldb the acquisition of West Coast Bancorp (“W&sast”). The acquisition-related
expenses recorded during the six months ended3yr2014 related only to the acquisition of Wesasio
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Comparison of current quarter to prior year period

Total noninterest expense for the second quart2ddb was $68.5 million , an increase of $10.7iamlfrom a year earlier. The incres
from the prior year period was due to additionaj@ng noninterest expense stemming from the groeahlting from the Intermountain
acquisition. Also contributing to the increase frtme prior year period were acquisition-relatedemges, which were $5.6 million during the
current quarter compared to $672 thousand for tioe pear period.

Comparison of current year-to-date to prior year period

For the six months ended June 30, 2015 , noniritexgense was $135.2 million , an increase of $&0llion , or 17% from $115.2
million a year earlier. The increase from the psiear period was due to additional ongoing nonggeexpense stemming from the growth
resulting from the Intermountain acquisition. Alsantributing to the increase from the prior yeatiqeewere acquisition-related expenses,
which were $8.6 million during the six months endede 30, 2015 compared to $1.6 million for thempyear period.

The following table presents selected items indllideOther noninterest expense and the associatatge from period to period:

Three Months Ended June 30, Increase Six Months Ended June 30, Increase

(Decrease) (Decrease)
2015 2014 Amount 2015 2014 Amount
(in thousands)
Postage $ 60 $ 92C $ (312 ¢ 1,41¢ $ 1,82: $ (40€)
Software support & maintenance 834 45¢€ 37¢ 1,871 1,00¢ 86&
Supplies 40t 37€ 29 722 75€ 39
Insurance 63C 39¢ 232 1,02¢ 80C 22¢
ATM Network 413 17¢ 234 80¢€ 46¢ 33¢
Travel 952 527 42k 1,49¢ 94¢ 54¢
Employee expenses 37¢ 24¢ 12¢ 657 54¢ 10¢
Sponsorships and charitable contributions 563 51¢ 44 99t 1,121 (12€)
Directors fees 21€ 162 54 45t 331 124
Federal Reserve Bank processing fees 181 69 112 32¢ 13¢€ 192
Investments in affordable housing projects
expense — 263 (26%9) — 52¢ (529)
Investor relations 20¢ 14C 69 27C 17¢ 92
Other personal property owned 2 (20 22 6 (144 15C
FDIC clawback expense (30 (203 73 @) 101 (108¢)
Miscellaneous 2,711 2,54( 171 5,24 4,35¢ 88¢
Total other noninterest expense $ 8,07 $ 6,67 $ 1,397 $ 15,29( $ 12,95¢ $ 2,331

Comparison of current quarter to prior year period

Other noninterest expense increased $1.4 millientdwacquisition-related expenses and additiongbimig noninterest expense
stemming from the acquisition of Intermountain. Aisitionrelated expenses recorded to other nonintereshegpiuring the second quarte
2015 were $745 thousand compared to $26 thousandegrior year period. Partially offsetting thésereases were decreases in postage an
investments in affordable housing projects expefsea result of the adoption of ASU 2014-01 Accangnfor Investments in Qualified
Affordable Housing Projects, the expense relatddvestments in affordable housing projects is meworded to provision for income taxes in
the consolidated statements of income. For additimfiormation, see Note 1 to the Consolidated kil Statements in “ltem 8. Financial
Statements and Supplementary Data” in our 2014 AnRRaport on Form 10-K.
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Comparison of current year-to-date to prior year period

Other noninterest expense increased $2.3 millientdwadditional ongoing noninterest expense steminom the growth resulting from
the Intermountain acquisition and acquisition-retaéxpenses. Acquisition-related expenses recdodetther noninterest expense during she
months ended June 30, 2015 were $836 thousand cednge$85 thousand for the prior year period.

Income Taxes

We recorded an income tax provision of $9.9 millfonthe second quarter of 2015 , compared to aigion of $8.6 million for the same
period in 2014 . For the six months ended Jun€305 and 2014 , we recorded an income tax provisi&20.7 million and $17.4 million ,
respectively, with an effective tax rate of 31% &886 , respectively. Our effective tax rate reméinger than the statutory tax rate due to the
amount of tax-exempt municipal securities helchim investment portfolio and tax-exempt earningbamk owned life insurance. For
additional information, please refer to the Compsamaynual report on Form 10-K for the year endedddgber 31, 2014 .

FINANCIAL CONDITION

Total assets were $8.52 bhillion as of June 30, 2Gil8ecrease of $60.8 million from $8.58 billidrDecember 31, 2014 . The decrease
was primarily due to a decrease in securities abkglfor sale and a decrease in Federal Home Laak Btock, partially offset by an increase
in loans. Total liabilities were $7.28 billion aJune 30, 2015, a decrease of $68.9 million f&h385 billion at December 31, 2014 . The
decrease was primarily due to a decrease in Federak Loan Bank advances, partially offset by ameéase in deposits.

Investment Securities

At June 30, 2015, the Company held investmentriesitotaling $1.91 billion compared to $2.10ibih at December 31, 2014 . All of
our securities are classified as available for aatkcarried at fair value. The decrease in thestment securities portfolio from yeand is dug
to $206.2 million in principal payments, maturitersd sales, $10.5 million in premium amortizatiod @a $4.1 million decrease in the fair ve
of securities in the portfolio, partially offset B37.1 million in purchases. The average duratioouo investment portfolio was approximately
3 years and 8 months at June 30, 2015 . This durtdkes into account calls, where appropriate,camdensus prepayment speeds.

The investment securities are used by the Compsiaycemponent of its balance sheet managemerdggigat From time-to-time,
securities may be sold to reposition the portfalioesponse to strategies developed by the Compasget liability committee. In accordance
with our investment strategy, management monitasket conditions with a view to realize gains anavailable for sale securities portfolio
when prudent.

The Company performs a quarterly assessment afeheand equity securities in its investment pdidfthat have an unrealized loss to
determine whether the decline in the fair valutheke securities below their amortized cost basighier-than-temporary. Impairment is
considered other-than-temporary when it becomesagtnie that the Company will be unable to recoverahtire amortized cost basis of its
investment. The Comparg/impairment assessment takes into considerataaréasuch as the length of time and the extewhich the marke
value has been less than cost, defaults or dedasfalcheduled interest or principal, external itnedings and recent downgrades, internal
assessment of credit quality, and whether the Cagnpraends to sell the security and whether it @enlikely than not it will be required to s
the security prior to recovery of its amortizedtdoassis. If a decline in fair value is judged todtker-than-temporary, the cost basis of the
individual security is written down to fair valuenigh then becomes the new cost basis. The newbas# is not adjusted for subsequent
recoveries in fair value.

When there are credit losses associated with aaireghdebt security and the Company does not Hevitent to sell the security and it
is more likely than not that it will not have tdlgbe security before recovery of its cost bagie, Company will separate the amount of the
impairment into the amount that is credit-relatad the amount related to non-credit factors. Tleglitrelated impairment is recognized in
earnings and the non-credit-related impairmenté®gnized in accumulated other comprehensive income

At June 30, 2015, the market value of securitieslable for sale had a net unrealized gain of $7illon compared to a net unrealized
gain of $11.2 million at December 31, 2014 . Thargfe in valuation was the result of fluctuationsniarket interest rates subsequent to
purchase. At June 30, 2015 , the Company had $88iflian of investment securities with gross uniead losses of $13.8 million ; however,
we did not consider these investment securitidgetother-than-temporarily impaired.
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The following table sets forth our securities palitf by type for the dates indicated:

June 30, 2015 December 31, 2014

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

and collateralized mortgage obligations $ 1,041,070 $ 1,162,38
State and municipal securities 489,03: 496,48:
U.S. government and government-sponsored entege@aities 359,02! 413,70t
U.S. government securities 20,16: 20,49¢
Other securities 5,14¢ 5,181

Total $ 1,914,44! $ 2,098,25

For further information on our investment portfolsie Note 4 of the Consolidated Financial Statésriarfitem 1. Financial Statements
(unaudited)” of this report.

Credit Risk Management

The extension of credit in the form of loans orestbredit substitutes to individuals and businessese of our principal commerce
activities. Our policies, applicable laws, and degjons require risk analysis as well as ongoingfptio and credit management. We manage
our credit risk through lending limit constraintsedit review, approval policies, and extensivegang internal monitoring. We also manage
credit risk through diversification of the loan gotio by type of loan, type of industry and typebmrrower and by limiting the aggregation of
debt 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 judd®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 judge loan-by-loan basis.

We review these loans to assess the ability oboaowers 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 reasbly 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 Igaortfolio, see the following: “Allowance for Loaand Lease Losses” section in this
Management’s Discussion and Analysis and Notethe@dConsolidated Financial Statements in “ltemiBafcial Statements and
Supplementary Data” of the Company’s 2014 Annugd®eon Form 10-K.

Loan policies, credit quality criteria, portfolizuigielines and other controls are established utideguidance of our Chief Credit Officer
and approved, as appropriate, by the board of wirecCredit Administration, together with the mgement loan committee, has the
responsibility for administering the credit apprbpeocess. As another part of its control processyuse an internal credit review and
examination function to provide reasonable assuraimat loans and commitments are made and maidtasmerescribed by our credit policies.
This includes a review of documentation when tlali initially extended and subsequent examinata@nsure continued performance and
proper risk assessment.
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Loan Portfolio Analysis

Our wholly owned banking subsidiary Columbia Staémk (“Columbia Bank” or the “Bank”) is a full sece commercial bank, which
originates a wide variety of loans, and focuseteitgling efforts on originating commercial businasg commercial real estate loans.

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

June 30, 2015 % of Total December 31, 2014 % of Total
(dollarsin thousands)
Commercial business $ 2,255,46! 40.2% $ 2,119,56! 38.C%
Real estate:
One-to-four family residential 181,84 3.2% 175,57: 3.2%
Commercial and multifamily residential 2,406,59. 42.€% 2,363,54 43.5%
Total real estate 2,588,44. 46.1% 2,539,11; 46.7 %
Real estate construction:
One-to-four family residential 127,31 2.3% 116,86( 21%
Commercial and multifamily residential 129,30:. 2.3% 134,44: 2.5%
Total real estate construction 256,61: 4.€ % 251,30¢ 4.€ %
Consumer 358,36! 6.4% 364,18: 6.7%
Purchased credit impaired 202,36° 3.€% 230,58: 4.2%
Subtotal 5,661,25! 100.¢ % 5,504,75; 101.1%
Less: Net unearned income (49,359 (0.99% (59,379 (1.1)%
Loans, net of unearned income (before Allowance.f@n and
Lease Losses) $ 5,611,89 100.C% $ 5,445,37 100.C%
Loans held for sale $ 4,22( $ 1,11¢

Total loans increased $166.5 million from year-20d4 . The loan portfolio continues to be diveesifiwith the intent to mitigate risk by
minimizing concentration in any one segment. Th&.44nillion in unearned income recorded at June2BQ5 was comprised of $40.4 million
in discount on acquired loans and $9.0 million éfedred loan fees. The $59.4 million in unearneime recorded at December 31, 2014
consisted of $50.8 million in discount on acquilegins and $8.6 million in deferred loan fees.

The following table provides additional detail tteld to the net discount of acquired and purchasaatsl, excluding PCI loans, by
acquisition:

June 30, 2015 December 31, 2014

Acquisition: (dollarsin thousands)
Intermountain $ 9,071 $ 10,45
West Coast 31,78( 40,62
Other (442) (303)
Total net discount at period end $ 40,40¢  § 50,77¢

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

Real Egtate Loans: One-to-four family residential loans are securegimperties located within our primary market araad, typically,
have loan-to-value ratios of 80% or lower at orggion. Our underwriting standards for commercial awultifamily residential loans generally
require that the loan-to-value ratio for these ¥naat exceed 75% of appraised value, cost, or diged cash flow value, as appropriate, and
that commercial properties maintain debt coveragjes (net operating income divided by annual debticing) of 1.2 or better. However,
underwriting standards can be influenced by cortipatand other factors. We endeavor to maintairhighest practical underwriting standa
while balancing the need to remain competitiveunlending practices.
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Real Estate Construction Loans: We originate a variety of real estate construcki@ms. Underwriting guidelines for these loans vayy
loan type but include loan-to-value limits, termmilis and loan advance limits, as applicable. Outemwriting guidelines for commercial and
multifamily residential real estate constructioans generally require that the loan-to-value natibexceed 75% and stabilized debt coverage
ratios (net operating income divided by annual &elbvicing) of 1.2 or better. As noted above, undliging standards can be influenced by
competition and other factors. However, we ende&vanaintain the highest practical underwritingnstards while balancing the need to
remain competitive in our lending practices.

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

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

Purchased Credit Impaired Loans: PCI loans are comprised of loans and loan commitsngeqguired in connection with the 2011 FDIC-
assisted acquisitions of First Heritage Bank anah@it Bank, as well as the 2010 FDIC-assisted adpris of Columbia River Bank and
American Marine Bank. PCI loans are generally antadi for under ASC Topic 310-30gans and Debt Securities Acquired with Deteriorated
Credit Quality (“ASC 310-307).

For additional information on our loan portfoliacluding amounts pledged as collateral on borrogisge Note 5 to the Consolidated
Financial Statements in “Iltem 1. Financial Statets¢anaudited)” of this report.

Nonperforming Assets

Nonperforming assets consist of: (i) nonaccruahgpavhich generally are loans placed on a nonatbasis when the loan becomes pas
due 90 days or when there are otherwise serioustslabout the collectability of principal or intstevithin the existing terms of the loan,
(i) OREO; and (iii) other personal property ownédpplicable.

Nonaccrual loans: The Consolidated Financial Statements are preparearding to the accrual basis of accounting. irtdkides the
recognition of interest income on the loan portplinless a loan is placed on nonaccrual statushvdtcurs when there are serious doubts
about the collectability of principal or intere€tur policy is generally to discontinue the accrfahterest on all loans past due 90 days or mol
and place them on nonaccrual status. Loans acabforteinder ASC 310-30 are generally considereduérng and performing as the loans
accrete interest income over the estimated livébkefoans when cash flows are reasonably estimabbordingly, PCI loans accounted for
under ASC 310-30 that are contractually past daestll considered to be accruing and performirank

52




Table of Contents

The following table set forth, at the dates indéchtinformation with respect to our nonaccrual kand total nonperforming assets:

Nonperforming assets
Nonaccrual loans:
Commercial business
Real estate:
One-to-four family residential
Commercial and multifamily residential
Total real estate
Real estate construction:
One-to-four family residential
Commercial and multifamily residential
Total real estate construction
Consumer
Total nonaccrual loans

Other real estate owned and other personal propened

Total nonperforming assets

Loans, net of unearned income
Total assets

Nonperforming loans to period end loans
Nonperforming assets to period end assets

June 30, December 31,
2015 2014

(in thousands)

$ 13,53¢ $ 16,79¢
4,19: 2,82:

3,80¢ 7,841

8,00z 10,66¢

1,93 465

46¢ 48C

2,40¢ 94t

1,79¢ 2,93¢

25,74¢ 31,35:

20,66¢ 22,22t

$ 46,41 $ 53,571

$ 5611,89 $ 5,44537
$ 851801t $ 8,578,84

0.4€% 0.5%
0.5% 0.62%

At June 30, 2015 , nonperforming assets were $#dlibn , compared to $53.6 million at December 3014 . Nonperforming
assets decreased $7.2 million during the six moartided June 30, 2015 as a result of a $5.6 denlinenaccrual loans and a $1.6 million

decline in OREO, primarily due to OREO sales.

Other Real Estate Owned: During the six months ended June 30, 2015 , OREedsed $1.6 million . The following table sets

forth activity in OREO for the periods indicated:

Balance, beginning of period
Transfers in
Valuation adjustments
Proceeds from sale of OREO property
Gain on sale of OREO, net

Balance, end of period
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Six Months Ended June 30,

2015 2014
(in thousands)
$ 22,19C $ 35,92°
7,83€ 7,841
(799 (2,554)
(11,609 (15,93)
2,99: 2,97:
$ 20,617 $ 28,25¢
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Allowance for Loan and Lease Losses
Loans, excluding Purchased Credit Impaired Loans

We maintain an ALLL to absorb losses inherent mltian portfolio. The size of the ALLL is determihtihrough quarterly assessment
the probable estimated losses in the loan portf@iar methodology for making such assessments etairdining the adequacy of the ALLL
includes the following key elements:

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

2. Classified loss reserves on specific relatigpsstSpecific allowances for identified problemnsaare determined in accordance
with the Receivables topic of the FASB ASC.
3. The unallocated allowance provides for othetdies inherent in our loan portfolio that may navh been contemplated in the

general and specific components of the allowanbés @inallocated amount generally comprises legs 58 of the allowance.
The unallocated amount is reviewed quarterly basetiends in credit losses, the results of creditaws and overall economic
trends.

On a quarterly basis, our Chief Credit Officer eav with executive management and the board oftdire the various additional factors
that management considers when determining theuadgpf the ALLL, including economic and businesesadition reviews. Factors which
influenced management’s judgment in determiningatim@unt of the additions to the ALLL charged tormapi@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 portfo

. 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 availablesedi by 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. fsort this allowance as a liability
on our Consolidated Balance Sheet. We determigeathbunt 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 commitisesnd letters of credit, see Note 6 to the Codatdd Financial Statements presented
elsewhere in this report.

Purchased Credit Impaired Loans

PClI loans are accounted for under ASC 310-30 aitidlip measured at fair value based on expectéatéucash flows over the life of the
loans. PCI loans that have common risk characiesiate aggregated into pools. The Company re-mesisontractual and expected loan cast
flows, at the pool-level, on a quarterly basisdlig to credit deterioration, the present valuexgfected cash flows, as periodicallymeasurec
is less than the carrying value of the loan pda,Eompany adjusts the carrying value of the lazol f the lower amount by adjusting the
ALLL with a charge to earnings through the prowvisfor loan losses. If the present value of expectesh flows is greater than the carrying
value of the loan pool, the Company adjusts theytay value of the loan pool to a higher amountégapturing previously recorded allowai
for loan losses, if any.

At June 30, 2015, our ALLL was $69.3 million ,223% of total loans (excluding loans held for kdlénis compares with an ALLL of
$69.6 million , or 1.28% of total loans (excludilogins held for sale) at December 31, 2014 and drl Adf $69.3 million or 1.47% of total
loans (excluding loans held for sale) at June 8Q42
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The following table provides an analysis of the @amy’s ALLL for loans at the dates and the perimdicated:

Three Months Ended June 30,

Six Months Ended June 30,

2015 2014 2015 2014
(in thousands)
Beginning balance $ 70,23 % 70,57: $ 69,56¢ $ 72,45¢
Charge-offs:
Commercial business (2,086¢) (1,715 (3,517) (1,950
One-to-four family residential (289 — (297 (207)
Commercial and multifamily residential (43 (1,967) (43 (2,986¢)
Consumer (319 (909) (1,210 (1,636
Purchased credit impaired (2,87¢) (3,847) (6,976 (8,115
Total charge-offs (5,619 (8,43)) (12,039 (14,899
Recoveries:
Commercial business 20¢ 1,71 827 2,20z
One-to-four family residential 15 12 27 40
Commercial and multifamily residential 20 537 3,281 57¢€
One-to-four family residential construction 8 447 36 484
Commercial and multifamily residential construction 2 — 5 —
Consumer 137 33¢ 41C 591
Purchased credit impaired 2,04: 1,997 3,72¢ 3,80:
Total recoveries 2,43¢ 5,03¢ 8,31¢ 7,69¢
Net charge-offs (3,179 (3,399 (3,729 (7,199
Provision for loan and lease losses 2,202 2,115 3,411 3,82
Ending balance $ 69,257 % 69,29¢ $ 69,257 % 69,08
Total loans, net at end of period, excluding lobelsl of sale $ 5611,89° $ 4,714,57 $ 5611,89° $ 4,714,57!
Allowance for loan and lease losses to period-eads 1.22% 1.4% 1.22% 1.47%
Allowance for unfunded commitments and letters of edit
Beginning balance $ 2,658 % 2,45k $ 2,658 % 2,50¢
Net changes in the allowance for unfunded commitenen
and letters of credit 27¢ (200 27t (150
Ending balance $ 2,93( $ 2,35t $ 2,93( $ 2,35¢
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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 adjustecafly changes in expected cash
flows. These adjustments are measured on the sasieds the related covered loans. Any decreasgiected cash flows on the covered Ic
due to an increase in expected credit lossesngtease the FDIC indemnification asset and anyeas® in expected future cash flows on the
covered loans due to a decrease in expected @wegés 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 June 30, 2015 , the FDIC loss-sharing asset$8a3 million , which was comprised of a $9.0 mitlieDIC indemnification asset and a
$344 thousand FDIC receivable. The FDIC receivaiyieesents the amounts due from the FDIC for clagtaed to covered losses the
Company has incurred net of amounts due to the FBIEEing to shared recoveries.

The following table summarizes the activity relatedhe FDIC loss-sharing asset for the three @nthenths ended June 30, 2015 and
2014 :

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
(in thousands)
Balance at beginning of period $ 14,64: $ 36,837 % 15,17 % 39,84¢
Adjustments not reflected in income:
Cash received from the FDIC, net (2,862) (3,447 (3,529 (1,76%)
FDIC reimbursable recoveries, net (9449 (364) (964) (237)
Adjustments reflected in income:
Amortization, net (1,376 (5,769 (3,670 (12,216
Loan impairment 1 1,21¢ 1,532 3,151
Sale of other real estate (208) (965) (627) (1,727
Write-downs of other real estate 52 27€ 1,124 792
Other 37 18¢ 297 12t
Balance at end of period $ 9,34 % 27,98 $ 9342/ $ 27,98:

For additional information on the FDIC loss-sharasget, please see Note 8 to the Consolidated df&&tatements presented elsewher
in this report.

Liquidity and Sources of Funds

Our primary sources of funds are customer depdsitditionally, we utilize advances from the FHLB Dés Moines (“Des Moines
Bank”), the Federal Reserve Bank of San Franceed,wholesale and retail repurchase agreementgpdesnent our funding needs. These
funds, together with loan repayments, loan sa&tajired earnings, equity and other borrowed funelsised to make loans, to acquire secul
and other assets, and to fund continuing operations

In addition, we have a shelf registration statenoenfile with the Securities and Exchange Commissagistering an unlimited amount
any combination of debt or equity securities, dépog shares, purchase contracts, units and warrartne or more offerings. Specific
information regarding the terms of and the seasibieing offered will be provided at the time of affering. Proceeds from future offerings
are expected to be used for general corporate pespincluding, but not limited to, the repaymemdeabt, repurchasing or redeeming
outstanding securities, working capital, fundintufe acquisitions or other purposes identifiechatttme of any offering.

During the second quarter of 2015, the FHLB of 8egtSeattle Bank”) merged with and into the DesiiMes Bank. As a result of the
merger, certain of Columbia’s shares of SeattlekBapital stock were converted into shares of Deinkk Bank capital stock; excess Seattle
Bank shares were redeemed for cash. The balar@eleibia’s FHLB stock decreased from
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$33.4 million at December 31, 2014 to $11.8 millairdune 30, 2015 , reflecting, in part, the red@nf excess Seattle Bank shares. The
balance of Columbia’s FHLB stock will continue tadtuate based upon Columbia’s borrowing activitthwhe Des Moines Bank.

Deposit Activities

Our deposit products include a wide variety of sation accounts, savings accounts and time degaunts. Core deposits (demand
deposit, savings, money market accounts and ezt of deposit less than $100,000) increased.@hiiflion since year-end 2014 . During
the current year, as part of a product migratioaunnew deposit account product line, a substigmbidion of our interest-bearing deposits
which were typically bearing a nominal intereseratere migrated to noninterest-bearing depositymtsd This migration resulted in a decreas!
in interest-bearing demand deposit balances amgcagase in noninterest-bearing deposit balanceagithe current year.

We have established a branch system to serve osunwer and business depositors. In addition, manages strategy for funding asset
growth is to make use of brokered and other whi#edaposits on an as-needed basis. The Compangijpates in the Certificate of Deposit
Account Registry Service (CDARSY program. CDARS is a network that allows participating banks teeofixtended FDIC deposit insurance
coverage on time deposits. The Company also paaties in a similar program to offer extended FD&pakit insurance coverage on money
market accounts. These extended deposit insurangeams are generally available only to existingtemers and are not used as a means of
generating additional liquidity. At June 30, 2016DARS® deposits and brokered money market deposits welrk.8$million , or 2% of total
deposits, compared to $101.8 million at year-ent¥20The brokered deposits have varied maturities.

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

June 30, 2015 December 31, 2014
% of % of
Balance Total Balance Total

(dollarsin thousands)

Core deposits:

Demand and other noninterest-bearing $ 3,207,533 45.5% $ 2,651,37 38.2%
Interest-bearing demand 912,63 13.(% 1,304,25 18.£%
Money market 1,718,001 24.2% 1,760,33. 25.4%
Savings 630,89 9.C% 615,72: 8.9%
Certificates of deposit less than $100,000 268,89 3.8% 288,26: 4.2%
Total core deposits 6,737,96' 95.7% 6,619,94. 95.€%
Certificates of deposit greater than $100,000 194,44¢ 2.7™% 202,01 2.5%
Certificates of deposit insured by CDARS® 18,351 0.2% 18,42¢ 0.2%
Brokered money market accounts 93,06 1.2% 83,40: 1.2%
Subtotal 7,043,83 100.% 6,923,78 100.(%
Premium resulting from acquisition date fair vaaggustment 537 93¢

Total deposits $ 7,044,37 $ 6,924,72.

Borrowings

We rely on FHLB advances and FRB borrowings asharaource of both short and long-term funding. BHidvances and FRB
borrowings are secured by bonds within our investrpertfolio, and residential, commercial and cormerad real estate loans. At June 30,
2015, we had FHLB advances of $45.5 million coragdap $216.6 million at December 31, 2014 .

We also utilize wholesale and retail repurchaseements as a supplement to our funding sourceswiesale repurchase agreements
are secured by mortgage-backed securities. At30n2015 and December 31, 2014 , we had term rbpsecagreements of $25.0 million,
which mature in 2018, and sweep-related repurchgsgements of $67.2 million and $80.1 million, extpvely, which mature on a daily basis.
Management anticipates we will continue to relyFétL.B advances, FRB borrowings, and wholesale atadl repurchase agreements in the
future and we will use those funds primarily to mésans and purchase securities.
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Contractual Obligations, Commitments & Off-BalanceSheet Arrangements

We are party to many contractual financial obligas, including repayment of borrowings, operatind aquipment lease payments, off-
balance sheet commitments to extend credit andimants in affordable housing partnerships. At Bhe015 , we had commitments to
extend credit of $1.69 billion compared to $1.6Hdx at December 31, 2014 .

Capital Resources

Shareholders’ equity at June 30, 2015 was $1.24mil an increase from $1.23 billion at Decembgr 2014 . Shareholders’ equity was
15% of total period-end assets at June 30, 2013 4#lat December 31, 2014 .

Capital Ratios: Basel Il capital requirements became effectiuelanuary 1, 2015. The new capital requirementengrother things, (i)
introduce a new capital measure called “Common tgqter 1,” or CET1, (ii) specify that Tier 1 capitconsists of CET1 and “Additional Tier
1 capital” instruments meeting specified requiretagfiii) define CET1 narrowly by requiring that staleductions/adjustments to regulatory
capital measures be made to CET1 and not to tlex otitimponents of capital and (iv) expand the sodplee deductions/adjustments to capital
as compared to existing regulations. Under theirements that are now effective, the minimum capétos are now (i) 4.5% CET1 to risk-
weighted assets, (ii) 6% Tier 1 capital to risk-glged assets, (iii) 8% total capital to risk-wegghtissets and (iv) 4% Tier 1 leverage. The
Company and the Bank have made the one-time etettiopt-out of including accumulated other compretive income items in regulatory
capital calculations.

FDIC regulations set forth the qualifications neszey for a bank to be classified as “well capitdiz primarily for assignment of FDIC
insurance premium rates. To qualify as “well cdjziéal,” banks must have a CET1 risk-adjusted chpmit#o of 6.5%, a Tier | risk-adjusted
capital ratio of at least 8%, a total risk-adjustagital ratio of at least 10% and a leverage maitiat least 5%. Failure to qualify as “well
capitalized” can negatively impact a bank’s abitiyexpand and to engage in certain activities.

The Company and its banking subsidiary qualifywasli-capitalized” at June 30, 2015 . The followitadple presents the regulatory
standards for adequately capitalized and well-alipéd institutions and the capital ratios for @@mpany and its banking subsidiary at
June 30, 2015 :

Company Columbia Bank Requirements
Adequately Well-
June 30, 2015 June 30, 2015 capitalized Capitalized
Common equity tier 1 (CET1) risk-based capitalarati 12.36% 12.1¢% 4.5% 6.5(%
Tier 1 risk-based capital ratio 12.3% 12.1¢% 6.0(% 8.0(%
Total risk-based capital ratio 13.43% 13.2%% 8.0(% 10.0(%
Leverage ratio 10.2&% 10.1% 4.0(% 5.0(%

For additional information concerning the new BdHetapital requirements, including informatiorgaeding those requirements when
fully phased in, see “Business-Regulatory Capiedjitrements” in our 2014 Form 10-K. See Note 24uReory Capital Requirements, in
Item 8 of our 2014 Form 10-K for additional detai$ated to our capital ratios as of December Bl42ased on capital requirements then in
effect.
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Non-GAAP Financial Measures

The Company considers operating net interest mgtakequivalent) to be an important measuremeittrasre closely reflects the
ongoing operating performance of the Company. Despe importance of the operating net interesgmg(tax equivalent) to the Company,
there is no standardized definition for it andaassult, the Company’s calculations may not bepamable with other organizations. The
Company encourages readers to consider its coasatidinancial statements in their entirety andtaatly on any 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:

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

Operating net interest margin non-GAAP reconciliation: (dollarsin thousands)
Net interest income (tax equivalent) (1) $ 83,297 $ 77,07C  $ 16596: $ 152,85¢
Adjustments to arrive at operating net interesbime (tax equivalent):

Incremental accretion income on FDIC purchaseditimgaired loans (2,367 (5,739 (4,814 (12,229

Incremental accretion income on other FDIC acquioeds (1%) (95) (132) (299

Incremental accretion income on other acquireddoan (4,889 (5,48)) (9,829 (11,096

Premium amortization on acquired securities 2,70¢ 1,55¢ 5,567 3,17¢

Interest reversals on nonaccrual loans 15¢€ 39z 80¢€ 68C
Operating net interest income (tax equivalent) (1) $ 78,88t % 67,706 $ 157,56¢ $ 133,09
Average interest earning assets $ 7560288 $ 6,339,100 $ 7,544,750 $ 6,292,15
Net interest margin (tax equivalent) (1) 4.41% 4.86% 4.4(% 4.8t%
Operating net interest margin (tax equivalent) (1) 4.17% 4.27% 4.18% 4.2%%

(1) Tax-exempt interest income has been adjustadda equivalent basis. The amount of such adpstmvas an addition to net interest income of $2.3
million and $1.9 million for the three monthsdex June 30, 2015 and 2014 , respectively, aradidition to net interest income of $4.6 milliarde$3.8
million for the six months ended June 30, 2015 &0d4 , respectively.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

A number of measures are used to monitor and mangggest rate risk, including income simulationsl anterest sensitivity (gap)
analysis. An income simulation model is the primiamgyl used to assess the direction and magnitudbarfges in net interest income resulting
from changes in interest rates. Basic assumptiottsei model include prepayment speeds on mortgelgeed assets, cash flows and maturities
of other investment securities, loan and depoditmes and pricing. These assumptions are inhersnbjective and, as a result, the model
cannot precisely estimate net interest income ecipely predict the impact of higher or lower ietgrrates on net interest income. Actual
results will differ from simulated results due bming, magnitude and frequency of interest ratenglea and changes in market conditions and
management strategies, among other factors. At3on2015 , based on the measures used to monidananage interest rate risk, there has
not been a material change in the Company’s inteaés risk since December 31, 2014 . For additiofarmation, refer to Item 7
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” in the Compa@$14 Annual Report on Form 10-
K.

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

An evaluation was carried out under the supervisioth with the participation of the Company’s mamaget, including the Chief
Executive Officer (“CEQ”") and Chief Financial Ofeic (“CFQO”), 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, dseldsure controls and procedures are effectivensuring that the information required to be
disclosed by us in the reports we file or submiemthe Securities Exchange Act of 1934 is (i) anglated and communicated to our
management (including the CEO and CFO) to alloveljndecisions regarding required disclosure, andgcorded, processed, summarized
and reported within the time periods specifiechia 8EC's rules and forms.

Changes in Internal Controls Over Financial Reportng

There was no change in our internal controls owemicial reporting during our most recent fiscahdear that has materially affected, ¢
reasonably likely to materially affect, our interoantrols over financial reporting.
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PART Il - OTHER INFORMATION
ltem 1. LEGAL PROCEEDINGS

The Company and its subsidiaries are party tomeutiigation arising in the ordinary course of imess. Management believes that, bt
on information currently known to it, any liabié$ arising from such litigation will not have a evél adverse impact on the Company’s
financial conditions, results of operations or cistvs.

Item 1A. RISK FACTORS

Refer to Item 1A of Part | of the Company’s Ann&aport on Form 10-K for the year ended DecembeP314 for a discussion of risk
factors relating to the Company’s business. The @ believes that there has been no material ehianits risk factors as previously
disclosed in the Company’s Form 10-K.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
(a) Not applicabl
(b) Not applicabl
(c) The following table provides information abeepurchases of common stock by the Company dtiniagjuarter ended June 30, 2015

Total number of Shares Maximum Number of
Total Number of Purchased as Part of Remaining Shares That May
Common Shares  Average Price Paid per Publicly Announced Be Purchased at Period End
Period Purchased (1) Common Share Plan (2) Under the Plan (2)
4/1/2015 - 4/30/2015 1,75C $ 29.4¢ — —
5/1/2015 - 5/31/2015 42 30.1¢ — —
6/1/2015 - 6/30/2015 1,21¢ 32.5¢ — —

3,01C $ 30.72 —

(1) Common shares repurchased by the Companygitivénquarter consist of cancellation of 3,010 eh@f common stock to pay the
shareholders’ withholding taxes.

(2) The Company does not have a current sharealease plan.
Item 3. DEFAULTS UPON SENIOR SECURITIES
None.
Item 4. MINE SAFETY DISCLOSURES
Not applicable.
Item 5. OTHER INFORMATION
None.
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Item 6. EXHIBITS

3.1

3.2

3.3

3.4

31.1+

31.2+

32+

101+

Amended and Restated Articles of Incorporatidncorporated by reference to Exhibit 3.1 of ther@any’s Quarterly Report on
Form 10-Q for the quarter ended March 31, 2005)

Articles of Amendment of the Amended and Restateitlés of Incorporation(Incorporated by reference to Exhibit 3.1 of the
Company'’s Current Report on Form 8-K filed NovemBgr 2008)

Articles of Amendment of the Amended and Restatgitlés of Incorporation(Incorporated by reference to Exhibit 3.1 of the
Company'’s Current Report on Form 8-K filed AprilZ13)

Articles of Amendment of the Amended and Restateitlés of Incorporation (Incorporated by refereted=xhibit 4.4 of the
Company’s S-3 Registration Statement (File No. 388125) filed August 6, 2015)

Certification of Chief Executive Officer Pursuant$ection 302 of the Sarbanes-Oxley Act of 2002
Certification of Chief Financial Officer Pursuant$ection 302 of the Sarbanes-Oxley Act of 2002
Certification Pursuant to 18 U.S.C. Section 1358 Adlopted Pursuant to Section 906 of the Sarbamésy@.ct of 2002

The following financial information from ColumbiaaBking System, Inc.’s Quarterly Report on Form 16Qthe quarter ended
June 30, 2015 is formatted in XBRL.: (i) the UnaaditConsolidated Balance Sheets, (ii) the Unaudimusolidated Statements of
Income, (iii) the Unaudited Consolidated StatemefitSomprehensive Income, (iv) the Unaudited Cadsteéd Statements of
Changes in Shareholders’ Equity, (v) the Unaud@edsolidated Statements of Cash Flows, and (viNibies to Unaudited
Consolidated Financial Statements.

+ Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Company has duly causeddpisrt to be signed on its behalf
the undersigned, thereunto duly authorized.

COLUMBIA BANKING SYSTEM, INC.

Date:August 6, 2015 By /s MELANIE J. DRESSEL
Melanie J. Dressel

President and Chief Executive Officer
(Principal Executive Officer)

Date:August 6, 2015 By /s/ CLINT E. STEIN
Clint E. Stein

Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

Date:August 6, 2015 By /sl BARRY S. RAY
Barry S. Ray

Senior Vice President and
Chief Accounting Officer
(Principal Accounting Officer)
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INDEX TO EXHIBITS

3.1 Amended and Restated Articles of Incorporatidncorporated by reference to Exhibit 3.1 of therPany’s Quarterly Report on
Form 10-Q for the quarter ended March 31, 2005)

3.2 Articles of Amendment of the Amended and Restatgitlés of Incorporation(Incorporated by reference to Exhibit 3.1 of the
Company'’s Current Report on Form 8-K filed NovemBgr 2008)

3.3 Articles of Amendment of the Amended and Restateitlés of Incorporation(Incorporated by reference to Exhibit 3.1 of the
Company'’s Current Report on Form 8-K filed April2Z13)

3.4 Articles of Amendment of the Amended and Restatgitlés of Incorporation (Incorporated by referemad=xhibit 4.4 of the
Company’'s S-3 Registration Statement (File No. 368125) filed August 6, 2015)

31.1+ Certification of Chief Executive Officer Pursuant$ection 302 of the Sarbanes-Oxley Act of 2002
31.2+ Certification of Chief Financial Officer Pursuant$ection 302 of the Sarbanes-Oxley Act of 2002
32+ Certification Pursuant to 18 U.S.C. Section 135¢ Adlopted Pursuant to Section 906 of the Sarbaméesy@.ct of 2002

101+ The following financial information from ColumbiaaBking System, Inc.’s Quarterly Report on Form 160the quarter ended
June 30, 2015 is formatted in XBRL: (i) the UnaadiConsolidated Balance Sheets, (ii) the Unaudimusolidated Statements of
Income, (iii) the Unaudited Consolidated StatemeftSomprehensive Income, (iv) the Unaudited Cadstéd Statements of
Changes in Shareholders’ Equity, (v) the Unaud@edsolidated Statements of Cash Flows, and (viNibies to Unaudited
Consolidated Financial Statements.

+ Filed herewith
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EXHIBIT 31.1
CERTIFICATION

I, Melanie J. Dressel, certify that:

1.

2.

| have reviewed this quarterly report on Foi®HQ of 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: August 6, 2015



EXHIBIT 31.2
CERTIFICATION

[, Clint E. Stein, certify that:
1. I have reviewed this quarterly report on Foi®d of 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: August 6, 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 Quarterly Report of ColumBianking System, Inc. (the “Company”) on Form 1@eQthe period ended June 30, 2015
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), we, MelaniBrkssel, President and Chief Executive
Officer, and Clint E. Stein, Executive Vice Presitland Chief Financial Officer, certify, pursuaotli8 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; 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: August 6, 2015



