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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (unaudited)

UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

(in thousands, except shares)

June 30, December 31,
2015 2014
ASSETS
Noninterest bearing cash 364,25t $ 282,45!
Interest bearing cash and temporary investmergrigted cash of $49,982 and $47,717) 515,69: 1,322,71
Total cash and cash equivalents 879,94 1,605,17
Investment securities
Trading, at fair value 10,00¢ 9,99¢
Available for sale, at fair value 2,557,24! 2,298,55!
Held to maturity, at amortized cost 4,807 5,211
Loans held for sale ($413,219 and $286,802, avtdire) 419,70« 286,80:
Loans and leases 15,974,19 15,327,73
Allowance for loan and lease losses (127,077 (116,16)
Net loans and leases 15,847,12 15,211,56
Restricted equity securities 46,917 119,33:
Premises and equipment, net 331,20t 317,83¢
Goodwill 1,788,64 1,786,22
Other intangible assets, net 51,12( 56,73
Residential mortgage servicing rights, at fair ealu 127,20t 117,25¢
Other real estate owned 23,03¢ 37,94
FDIC indemnification asset 432 4,417
Bank owned life insurance 295,55: 294,29t
Deferred tax asset, net 181,24! 230,44:
Other assets 229,14( 228,11¢
Total assets 22,79333 $ 22,609,90
LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits
Noninterest bearing 492752 $ 4,744,80.
Interest bearing 12,217,52 12,147,29
Total deposits 17,145,04 16,892,09
Securities sold under agreements to repurchase 325,71 313,32:
Term debt 889,99 1,006,39:
Junior subordinated debentures, at fair value 252,21: 249,29:
Junior subordinated debentures, at amortized cost 101,41! 101,57¢
Other liabilities 274,76¢ 269,59:
Total liabilities 18,989,15 18,832,27
COMMITMENTS AND CONTINGENCIES (NOTE 9)
SHAREHOLDERS' EQUITY
Common stock, no par value, shares authorized080000 in 2015 and 2014; issued and outstand2®229,738 in 2015
and 220,161,120 in 2014 3,517,55 3,519,31
Retained earnings 281,57: 246,24,
Accumulated other comprehensive income 5,04¢ 12,06¢
Total shareholders' equity 3,804,17! 3,777,62
Total liabilities and shareholders' equity 2279333 $ 22,609,90

See notes to condensed consolidated financiahséis
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UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share amounts)

INTEREST INCOME
Interest and fees on loans and leases
Interest and dividends on investment securities:
Taxable
Exempt from federal income tax

Dividends

Interest on temporary investments and interestitgaeposits

Total interest income
INTEREST EXPENSE
Interest on deposits
Interest on securities sold under agreement torcbpse
Interest on term debt
Interest on junior subordinated debentures
Total interest expense
Net interest income

PROVISION FOR LOAN AND LEASE LOSSES

Net interest income after provision for loan araske losses

NON-INTEREST INCOME
Service charges on deposits
Brokerage revenue
Residential mortgage banking revenue, net
Gain on investment securities, net
Gain on loan sales
Loss on junior subordinated debentures carriediavalue
Change in FDIC indemnification asset
BOLI income
Other income
Total non-interest income
NON-INTEREST EXPENSE
Salaries and employee benefits
Occupancy and equipment, net
Communications
Marketing
Services
FDIC assessments
Loss on other real estate owned, net
Intangible amortization
Merger related expenses
Other expenses
Total non-interest expense
Income before provision for income taxes
Provision for income taxes

Net income

(UNAUDITED)

Three Months Ended

Six Months Ended

June 30, June 30,

2015 2014 2015 2014
217,82t $ 208,99: 432,49. % 312,97t
11,26¢ 12,72¢ 22,81¢ 22,01¢
2,657 2,691 5,371 4,80¢
16€ 12¢ 26¢ 17¢
54¢ 422 1,374 863
232,47( 224,96° 462,33( 340,84
7,381 6,07t 14,48¢ 9,92:
43 202 91 244
3,492 3,364 6,95¢ 5,63
3,40¢ 3,06¢€ 6,74: 4,94¢
14,32: 12,70¢ 28,27 20,75(
218,14t 212,25¢ 434,05¢ 320,09
11,25¢ 14,69¢ 23,891 20,66"
206,89 197,56: 410,16 299,43(
14,82t 15,37: 29,121 23,13¢
4,64¢ 4,56¢€ 9,417 8,291
40,01« 24,34: 68,241 34,78(
19 97€ 13t 97¢
8,711 557 15,43¢ 1,07«
(1,572) (1,369 (3,127) (1,91)
(1,199 (5,607) (2,48F) (10,447
2,02t 1,967 4,804 2,70%
12,93( 4,65¢ 22,44¢ 10,09¢
80,39¢ 45,46¢ 143,99: 68,70«
110,78t 95,56( 218,70¢ 148,77t
34,86¢ 28,74¢ 67,01¢ 45,247
5,89¢ 4,16¢€ 10,68¢ 7,06¢
2,04¢ 1,157 5,07¢ 2,16:
10,79( 12,40: 24,77¢ 18,39:
3,15¢ 2,57¢ 6,36¢ 4,43¢
48C 25¢ 2,29¢ 194
2,807 2,80¢ 5,612 4,00z
21,79 57,53 35,87¢ 63,51«
9,271 8,92¢ 18,571 16,85¢
201,89 214,13: 394,99! 310,64¢
85,39¢ 28,89¢ 159,16« 57,48¢
30,61: 11,35¢ 57,251 21,29:
54,78 $ 17,54 101,91 $ 36,19¢
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UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Contin ued)

(UNAUDITED)
(in thousands, except per share amounts) Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net income $ 54,78 $ 17,54: $ 101,91 % 36,19¢
Dividends and undistributed earnings allocatedatitigipating securities 93 83 177 19¢
Net earnings available to common shareholders $ 54,69. $ 17,45¢ % 101,73t  $ 35,99

Earnings per common share:

Basic $0.25 $0.09 $0.46 $0.23

Diluted $0.25 $0.09 $0.46 $0.23
Weighted average number of common shares outstandjn

Basic 220,46! 196,31: 220,40¢ 154,47:

Diluted 221,15( 197,63¢ 221,08t 155,27t

See notes to condensed consolidated financiahstats
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UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)

(in thousands) Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net income $ 54,78 $ 17,54: $ 101,91 $ 36,19!
Available for sale securities:
Unrealized (losses) gains arising during the period (24,307 21,93t (11,569 29,91«

Reclassification adjustment for net gains realizeglarnings (net of tax
expense of $7 and $375 for the three months ende=l 30, 2015 and
2014, respectively, and net of tax expense of $B4%B75 for the six

months ended June 30, 2015 and 2014, respectively) (20 (58%) (81) (58%)
Income tax benefit (expense) related to unrealgaeds 9,721 (8,779 4,62°¢ (11,96¢)
Net change in unrealized (losses) gains (14,59)) 12,57¢ (7,019 17,36

Held to maturity securities:

Accretion of unrealized losses related to factdh®othan credit to
investment securities held to maturity (net of baxefit of $0 and $31 for
the three months ended June 30, 2015 and 2014&cateagdy, and net of
tax benefit of $0 and $37 for the six months endiate 30, 2015 and

2014, respectively) — 47 — 57
Net change in unrealized losses related to factter than credit — 47 — 57
Other comprehensive (loss) income, net of tax (14,597 12,62 (7,019 17,42(
Comprehensive income $ 40,19: $ 30,16 $ 94,89 $ 53,61

See notes to condensed consolidated financiahséstes
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UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

(in thousands, except shares)

(UNAUDITED)

Accumulated

BALANCE AT JANUARY 1, 2014
Cumulative effect adjustment

Restated balance at January 1, 2014
Net income, retrospectively adjusted
Other comprehensive income, net of tax
Stock issued in connection with merder
Stock-based compensation

Stock repurchased and retired

Issuances of common stock under stock plans aateck|
net tax benefi®

Cash dividends on common stock ($0.60 per share)

Balance at December 31, 2014

BALANCE AT JANUARY 1, 2015

Net income

Other comprehensive loss, net of tax
Stock-based compensation

Stock repurchased and retired

Issuances of common stock under stock plans
and related net tax benefit

Cash dividends on common stock ($0.30 per share)
Balance at June 30, 2015

Other
Common Stock Retained Comprehensive

Shares Amount Earnings Income (Loss) Total
111,973,200 $ 1,514,448 $ 21791 $ (4,976 $ 1,727,42
(3,509 (3,509
214,40¢ 1,723,91
147,65¢ 147,65¢
17,04+ 17,044
104,385,08 1,989,03! 1,989,033
15,29: 15,29:
(403,829 (7,189 (7,189
4,206,65! 7,69z 7,69z
(115,829 (115,82
220,161,12 $ 3,519,311 $ 246,24: $ 12,06¢ $ 3,777,622
220,161,12 $ 3,519,311 $ 246,24: $ 12,06¢ $ 3,777,622
101,91 101,91¢
(7,019 (7,019
7,98¢ 7,98¢
(595,81) (12,307 (12,307
714,42¢ 1,56: 1,56:
(66,587) (66,587)
220,279,73 $ 3,51755 $ 281,57 $ 5,04¢ $ 3,804,17

(1) The amount of common stock issued in conneatiitim the merger is net of $784,000 of issuancéscos
(2) The shares issued include 2,889,896 of wareescised.

See notes to condensed consolidated financiahséstes
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UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

(in thousands) Six Months Ended
June 30,

2015 2014

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income $ 101,91 $ 36,19!
Adjustments to reconcile net income to net cashigea by operating activities:

Amortization of investment premiums, net 12,01 9,16%
Gain on sale of investment securities, net (135) (97€)
Gain (loss) on sale of other real estate owned, net (299 78
Valuation adjustment on other real estate owned 2,48 11¢
Provision for loan and lease losses 23,89: 20,66°
Change in cash surrender value of bank ownedngferance (5,439 (2,717)
Change in FDIC indemnification asset 2,48t 10,44:
Depreciation and amortization 24,41 14,70:
Increase in residential mortgage servicing rights (20,10) (7,770
Change in residential mortgage servicing rightsiedrat fair value 10,15+« 4,11:
Change in junior subordinated debentures carri¢airatalue 2,92( 2,631
Stock-based compensation 7,98¢ 8,68
Net (increase) decrease in trading account assets (6) 1,03¢
Gain on sale of loans (77,39%) (27,83))
Change in loans held for sale carried at fair value 282 (12,59¢)
Origination of loans held for sale (1,859,38) (828,08)
Proceeds from sales of loans held for sale 1,794,63 782,74
Excess tax benefits from the exercise of stockoopti (529) (1,719

Change in other assets and liabilities:

Net increase (decrease) in other assets 57,04( (23,289
Net increase in other liabilities 4,46¢ 37,48
Net cash provided by operating activities 81,50¢ 23,07:

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of investment securities available fler sa (619,13) (346,84)
Proceeds from investment securities availabledts s 337,08t 943,10:
Proceeds from investment securities held to maturit 344 36&
Redemption of restricted equity securities 72,417 2,75¢
Net loan and lease originations (817,61 (461,23)
Proceeds from sales of loans 164,86¢ 159,43¢
Proceeds from disposals of furniture and equipment 3,48t 52
Purchases of premises and equipment (43,58) (22,65¢)
Net payments to FDIC indemnification asset (1,20%) (2,37¢)
Proceeds from bank owned life insurance 4,18¢ 187
Proceeds from sales of other real estate owned 15,187 7,29¢
Net cash paid in branch divestiture — (130,62)
Cash acquired in merger, net of cash consideratah = 116,86
Net cash (used) provided by investing activities $ (883,96() $ 266,33:
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UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(UNAUDITED)

(in thousands) Six Months Ended
June 30,
2015 2014
CASH FLOWS FROM FINANCING ACTIVITIES:
Net increase in deposit liabilities $ 255,820 % 335,78t
Net increase (decrease) in securities sold undeeawents to repurchase 12,39( (494,60
Repayment of term debt (114,999 (47,00
Dividends paid on common stock (66,23%) (33,88))
Excess tax benefits from stock based compensation 52¢ 1,71¢
Proceeds from stock options exercised 1,02¢ 5,19¢
Retirement of common stock (11,307 (6,61%)
Net cash provided (used) by financing activities 77,23( (239,40)

Net (decrease) increase in cash and cash equisalent (725,22¢) 49,99°
Cash and cash equivalents, beginning of period 1,605,17. 790,42:
Cash and cash equivalents, end of period $ 879,94 $ 840,42(
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the period for:

Interest $ 33,05« % 21,957

Income taxes $ 17,22:  $ 6,48¢
SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND RANCING ACTIVITIES:
Change in unrealized gains on investment secustiagable for sale, net of taxes $ (7,019 $ 17,36¢
Change in unrealized losses on investment seauhigil to maturity related to factors other thadir net of taxes $ — 3 57
Cash dividend declared on common stock and paysdtaeperiod-end $ 33,09¢ $ 32,67«
Transfer of loans to other real estate owned $ 2571 $ 3,39¢
Transfer from FDIC indemnification asset to duenirBDIC and other $ 1,50C $ 1,44(
Acquisitions:

Assets acquired, including goodwill of $1,024,335 $ — 3 9,877,74

Liabilities assumed $ — 3 8,769,60:

See notes to condensed consolidated financiahséstes
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
Note 1 — Summary of Significant Accounting Policies

The accounting and financial reporting policietofipqua Holdings Corporation conform to accountinggples generally accepted in the
United States of America. The accompanying intexindensed consolidated financial statements indluglaccounts of the Company and its
wholly-owned subsidiaries. All material inter-coamy balances and transactions have been elimiriBitedcondensed consolidated financial
statements have not been audited. A more detaflecrightion of our accounting policies is includadhe 2014 Annual Report filed on Form
10-K. These interim condensed consolidated findistéements should be read in conjunction withcthresolidated financial statements and
related notes contained in the 2014 Annual Refledt bn Form 10-K. All references in this report'témpqua,” "we," "our," "us," the
"Company" or similar references mean Umpqua Holgli@grporation, and include our consolidated subgik where the context so requires.
References to "Bank" refer to our subsidiary UmpBaak, an Oregon state-chartered commercial bartkreferences to "Umpqua
Investments" refer to our subsidiary Umpqua Invesits, Inc., a registered broker-dealer and investiaviser. The Bank also has a wholly-
owned subsidiary, Financial Pacific Leasing Inapenmercial equipment leasing company.

In preparing these condensed consolidated finastaggéments, the Company has evaluated eventsarsdittions subsequent to June 30, 201
for potential recognition or disclosure. In manageis opinion, all accounting adjustments necedsaagcurately reflect the financial position
and results of operations on the accompanying Gishstatements have been made. These adjustrmehtdé normal and recurring accruals
considered necessary for a fair and accurate peggeEm The results for interim periods are notassarily indicative of results for the full year
or any other interim period. Certain reclassificas of prior period amounts have been made toartonfo current classifications. Umpqua
identified an error related to the classificatidritee accretion on certain acquired loans repdrigde Consolidated Statement of Cash Flows
for the six months ended June 30, 2014. The aooratinounts were included in the cash flows fronraip®y activities in the "Depreciation,
amortization and accretion" line item, insteadha tash flows from investing activities in the "N&ange in loans" line item. Management
evaluated the materiality of the error from quaita and quantitative perspectives and concludatlttie error was immaterial to the prior
period financial statements taken as a whole. Gpresgly, the Consolidated Statement of Cash Flawsained in this Report has been reviset
for the six months ended June 30, 2014. This cheeméted in a decrease of $26.7 million to castvél from operating activities and an
increase of the same amount to cash flows fromsiirvg activities for the six months ended June2814. This change did not affect net
income, the balance sheet, or shareholders' efquigny period.

Application of new accounting guidan

As of January 1, 2015, Umpqua adopted the FinaAdebunting Standards Board's ("FASB") Accountirigrflard Update ("ASU") No. 2014-
01, Investments - Equity Method and Joint Venturesi€T8p3): Accounting for Investments in Qualifiedoddiable Housing Projects
Application of ASU No. 2014-01 provides for a casteint accounting method for our investments initjedlaffordable housing projects using
a proportional amortization method. As requiredd8tJ No. 2014-01, the new accounting methodologyleen retrospectively applied
resulting in changes to other non-interest incae expense, and net income, deferred tax asbef, assets, and retained earnings in the pric
periods presented. The effect of this change wdeceease in net income of $110,000 and $220,00éathree and six months ended June 3(
2015, respectively. The effect of this change @nrévised June 30, 2014 income statements waseease in net income of $321,000 for the
three months ended June 30, 2014 and an incre&298f000 for the six months ended June 30, 20&tifed earnings as of January 1, 2014
has been adjusted down by $3.5 million for theaféd the retroactive application of the new stadda

As of January 1, 2015, Umpqua applied FASB ASU 2014-04 Receivables -Troubled Debt Restructurings by Ceoesli(Subtopic 310-40):
Reclassification of Residential Real Estate Cotlteed Consumer Mortgage Loans upon Foreclos. ASU 2014-04 clarifies when a
repossession or foreclosure has occurred. Additigrihe amendments require interim and annualldssgce of both (1) the amount of
foreclosed residential real estate property helthbycreditor and (2) the recorded investment msamer mortgage loans collateralized by
residential real estate property that are in tloegss of foreclosure according to local requiresehthe applicable jurisdiction. As of June 30,
2015, Umpqua had $1.6 million of foreclosed residgmeal estate property held as other real estateed. Umpqua's recorded investment in
consumer mortgage loans collateralized by residkergal estate property in process of forecloswuae $6.7 million as of June 30, 2015.

10
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Note 2 — Business Combinations

Sterling Financial Corporation

As of the close of business on April 18, 2014, @wenpany completed its merger with Sterling FinanCiarporation, a Washington corporati
("Sterling"). The results of Sterling's operati@rs included in the Company's financial resulifi@ing April 19, 2014 and the combined
company's banking operations are operating un@éetthpqua Bank name and brand.

The structure of the transaction was as follows:

Sterling merged with and into the Company (thkerger” or the "Sterling Merger") with the Compaaxy the surviving corporation in
the Merger;

Immediately following the Merger, Sterling's wlyoowned banking subsidiary, Sterling Savings Bamlkerged with and into the Bank
(the "Bank Merger"), with the Bank as the survivisank in the Bank Merger;

Holders of shares of common stock of Sterlind tiee right to receive 1.671 shares of the Comgargmmon stock and $2.18 in cash
for each share of Sterling common stock;

Each outstanding warrant issued by Sterling edied into a warrant exercisable for 1.671 shaféiseoCompany's common stock and
$2.18 in cash for each warrant when exercised;

Each outstanding option to purchase a shareeofir8) common stock converted into an option tachase 1.7896 shares of the
Company's common stock, subject to vesting conditiand

Each outstanding restricted stock unit in respé&terling common stock converted into a resgdcstock unit in respect of 1.7896
shares of the Company common stock, subject tangesbnditions.

11
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A summary of the consideration paid, the assetsissdjand liabilities assumed in the Merger ares@néed below:

(in thousands)

Sterling
April 18, 2014
Fair value of consideration to Sterling shareholdes:
Cash paid $ 136,20(
Liability recorded for warrants' cash payment gieare 6,45
Fair value of common shares issued 1,939,49
Fair value of warrants, common stock options, mstricted stock exchanged 50,31%
Total consideration 2,132,46'
Fair value of assets acquired:
Cash and cash equivalents $ 253,06°
Investment securities 1,378,301
Loans held for sale 214,91:
Loans and leases 7,123,16!
Premises and equipment 116,57¢
Residential mortgage servicing rights 62,77(
Other intangible assets 54,56:
Other real estate owned 8,66¢
Bank owned life insurance 193,24¢
Deferred tax asset 300,01!
Accrued interest receivable 23,55
Other assets 148,90¢
Total assets acquired 9,877,741
Fair value of liabilities assumed:
Deposits 7,086,05;
Securities sold under agreements to repurchase 584,74t
Term debt 854,73
Junior subordinated debentures 156,17:
Other liabilities 87,90:
Total liabilities assumed $ 8,769,60
Net assets acquired 1,108,13
Goodwill $ 102433

The primary reason for the Merger was to contitneeGompany's growth strategy, including expandimggeographic footprint in markets
throughout the West Coast. All of the goodwill resbed has been attributed to the Community Bankétgrent and reporting unit. None of the
goodwill will be deductible for income tax purposes

Subsequent to acquisition, the Company repaid gesusold under agreements to repurchase acqofr800.0 million , funded through the
sale of acquired investment securities in the sgcprarter of 2014. On June 20, 2014, the Compampteied the required divestiture of six
stores acquired in the Merger to another finanogtitution. The divestiture of the six stores uméd $211.5 million of deposits and $88.3
million of loans. The assets were sold at a distofi$7.0 million , which was recorded by Sterlimgor to the Merger.

As of April 18, 2014, the unpaid principal balarmepurchased non-impaired loans was $7.0 billibhe fair value of the purchased non-
impaired loans was $6.7 billion , resulting in aadiunt of $230.5 million being recorded on thesao

12
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The following table presents the acquired purchasgaired loans as of the acquisition date:

(in thousands) ) )
Purchased impaired

Contractually required principal payments $ 604,13t
Nonaccretable difference (95,619
Cash flows expected to be collected 508,52:
Accretable yield (110,75)
Fair value of purchased impaired loans $ 397,76

The operations of Sterling are included in our afiag results beginning on April 19, 2014, and dbated an estimated net interest income o

$107.3 million and $221.3 million and net income$@b.1 million and $63.0 million for the three asid months ended June 30, 2015,
respectively.

The following table provides a breakout of Mergalated expense for the three and six months endel 3D, 2015 .

(in thousands) Three Months Ended Six Months Ended
June 30, 2015 June 30, 2015
Personnel $ 3,36 % 7,73(
Legal and professional 13,82¢ 17,73¢
Premises and Equipment 2,24¢ 5,26¢
Communication 99¢ 1,43
Other 1,362 3,71z
Total Merger related expense $ 21,790  $ 35,87¢

13
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The following table presents unaudited pro fornsults of operations for the three and six montldednJune 30, 2014, as if the Sterling
Merger had occurred on January 1, 2013. The prodaesults have been prepared for comparative paspanly and are not necessarily
indicative of the results that would have been ioleth had the acquisition actually occurred on Jantia2013. The pro forma results include
the impact of certain purchase accounting adjustsnanluding accretion of loan discount, intangiaksets amortization and deposit and
borrowing premium accretion. These purchase acomyatjustments increased pro forma net income32y@million and $48.8 million for
the three and six months ended June 30, 2014.

(in thousands, except per share data) Pro Forma
Three Months Ended  Six Months Ended
June 30, June 30,
2014 2014
Net interest income $ 234,190 $ 456,96: ©-@.6)
Provision for loan and lease losses 14,69¢ 20,66"
Non-interest income 49,72( 94,96¢ ®.©®.©)
Non-interest expense 197,27t 385,76t -®
Income before provision for income taxes 71,94 145,49¢
Provision for income taxes 28,74 55,15¢
Net income 43,20: 90,34(
Dividends and undistributed earnings allocatedautigipating securities 83 19¢€
Net earnings available to common shareholders $ 43,11¢ $ 90,14
Earnings per share:
Basic $ 0.2C $ 0.4z
Diluted $ 02 $ 0.41
Average shares outstanding:
Basic 216,96( 216,701
Diluted 220,53: 219,74

(1) Includes $5.1 million and $31.9 million of irkenental loan discount accretion for the three anchenths ended June 30, 2014.

(2) Includes a reduction of interest income of $808 and $1.8 milliomelated to investment securities premiums amoritindbr the three an
six months ended June 30, 2014.

(3) Includes a reduction of interest expense o $illion and $5.9 million related to deposit amattowing premiums amortization for the
three and six months ended June 30, 2014.

(4) Includes a reduction of service charges on siépof $288,000 and $1.7 million as a result afgieg the $10 billion asset threshold for the
three and six months ended June 30, 2014.

(5) Includes a loss on junior subordinated debestearried at fair value of $190,000 and $1.1 arilfior the three and six months ended June
30, 2014.

(6) Includes the reversal of the $7.0 million lassthe required divestiture of six Sterling staresonnection with the Merger for the six
months ended June 30, 2014.

(7) Includes a net increase of $347,000 and $2lliombf incremental core deposit intangible amzation for the three and six months ended
June 30, 2014.

(8) Includes a net decrease of $48.9 million anglS4nillion of merger expenses for the three ardrsinths ended June 30, 2014.
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Note 3 — Investment Securities

The following table presents the amortized costsealized gains, unrealized losses and approxifaatealues of investment securities at

June 30, 2015 and December 31, 2014 :

(in thousands)

June 30, 2015

Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
AVAILABLE FOR SALE:
U.S. Treasury and agencies $ 21 % 14 — 227
Obligations of states and political subdivisions 318,12¢ 11,98: (1,177) 328,93!
Residential mortgage-backed securities and codlited mortgage
obligations 2,228,67 14,747 (17,409 2,226,02!
Investments in mutual funds and other equity séesri 2,01¢ 47 — 2,063
$ 2,549,03 % 26,79: (18,58:) 2,557,24!
HELD TO MATURITY:
Residential mortgage-backed securities and codlited mortgage
obligations $ 4,807 $ 504 (1) 5,31(
$ 4807 $ 504 @ 5,31(
(in thousands) December 31, 2014
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
AVAILABLE FOR SALE:
U.S. Treasury and agencies $ 212 $ 16 — 22¢
Obligations of states and political subdivisions 325,18t 14,05¢ (841) 338,40:
Residential mortgage-backed securities and codiited mortgage
obligations 1,951,51. 17,39¢ (11,060 1,957,85;
Investments in mutual funds and other equity s&esri 2,01¢ 54 — 2,07(
$ 2,27893 % 31,52« (11,90 2,298,55!
HELD TO MATURITY:
Residential mortgage-backed securities and codlited mortgage
obligations $ 5,08t $ 35¢ (15) 5,431
Other investment securities 122 — — 12¢
$ 5211 % 35¢ (15) 5,55¢

Investment securities that were in an unrealized fmsition as of June 30, 2015 and DecemberQ34 &re presented in the following tables,
based on the length of time individual securitiagéhbeen in an unrealized loss position. In thaiopiof management, these securities are
considered only temporarily impaired due to charigesarket interest rates or the widening of magpreads subsequent to the initial purc
of the securities, and not due to concerns regartlie@ underlying credit of the issuers or the ulyiteg collateral.
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June 30, 2015

(in thousands) Less than 12 Months 12 Months or Longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

AVAILABLE FOR SALE:

Obligations of states and political subdivisions$ 24.97: $ 828 $ 598t $ 34¢ $ 30,96 $ 1,17i
Residential mortgage-backed securities and

collateralized mortgage obligations 800,67: 8,341 324,61: 9,06: 1,125,28. 17,40¢

Total temporarily impaired securities $ 82564 $ 9,16¢ $ 330,59¢ $ 9,41z $ 1,156,24. $ 18,58

HELD TO MATURITY:

Residential mortgage-backed securities and
collateralized mortgage obligations $ 39 % 1 3 — — 8 39 %

Total temporarily impaired securities $ 39 % 1 $ — 3 — 9 39 $

December 31, 2014

(in thousands) Less than 12 Months 12 Months or Longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

AVAILABLE FOR SALE:

Obligations of states and political subdivisions$ 11,10 $ 547 $ 8,55( $ 294  $ 19,65( $ 841
Residential mortgage-backed securities and

collateralized mortgage obligations 220,57 81F 495,09¢ 10,24* 715,67: 11,06(

Total temporarily impaired securities $ 23167 $ 1,362 $ 503,64t $ 10,53¢ $ 735320 % 11,90:

HELD TO MATURITY:

Residential mortgage-backed securities and

collateralized mortgage obligations $ 224 $ 15 $ — 224 % 15

224 % 15

& | P

Total temporarily impaired securities $ 224§ 15§ —

The unrealized losses on obligations of politicdddivisions were caused by changes in market istteates or the widening of market spreads
subsequent to the initial purchase of these séesirilanagement monitors published credit ratifgh@se securities and no adverse ratings
changes have occurred since the date of purchaddigétions of political subdivisions which aredn unrealized loss position as of June 30,
2015 . Because the decline in fair value is atteble to changes in interest rates or widening etasfreads and not credit quality, and becaus
the Bank does not intend to sell the securitighigmclass and it is not likely that the Bank viiél required to sell these securities before
recovery of their amortized cost basis, which mmyjude holding each security until maturity, theealized losses on these investments ar
considered other-than-temporarily impaired.

All of the available for sale residential mortgdupeked securities and collateralized mortgage atitigs portfolio in an unrealized loss
position at June 30, 2015 are issued or guarafiggdvernmental agencies. The unrealized lossessidential mortgage-backed securities
and collateralized mortgage obligations were caligechanges in market interest rates or the widgafrmarket spreads subsequent to the
initial purchase of these securities, and not coreeegarding the underlying credit of the isswerthe underlying collateral. It is expected that
these securities will not be settled at a price than the amortized cost of each investment. Becthe decline in fair value is attributable to
changes in interest rates or widening market sgraad not credit quality, and because the Bank doemtend to sell the securities in this
class and it is not likely that the Bank will bejuéred to sell these securities before recovemheir amortized cost basis, which may include
holding each security until contractual maturibygde investments are not considered other-thanetemly impaired.
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The following table presents the maturities of stweent securities at June 30, 2015 :

(in thousands) Available For Sale Held To Maturity
Amortized Fair Amortized Fair
Cost Value Cost Value
AMOUNTS MATURING IN:
Three months or less $ 7,05¢ % 7,081 $ — 3 —
Over three months through twelve months 87,24¢ 88,05¢ 8 12
After one year through five years 1,784,75 1,797,80: 31C 58C
After five years through ten years 517,56« 511,96: 324 48¢
After ten years 150,39¢ 150,27¢ 4,16t 4,22¢
Other investment securities 2,01¢ 2,06 — —
$ 2,549,030 $ 2,557,24! $ 4807 $ 5,31(

The amortized cost and fair value of collateralingattgage obligations and mortgage-backed secsigtie presented by expected average life
rather than contractual maturity, in the precedaiile. Expected maturities may differ from contuatimaturities because borrowers have the
right to prepay underlying loans without prepaymesralties. The following table presents the greafized gains and losses on the sale of
securities available for sale for the three andsixths ended June 30, 2015 and 2014 :

(in thousands) Three Months Ended
June 30, 2015 June 30, 2014
Gains Losses Gains Losses
Obligations of states and political subdivisions $ — 3 — 3 3 3 1
Residential mortgage-backed securities and codlited mortgage
obligations 22€ 207 974 —
$ 22€ % 207 9 977 $ 1

Six Months Ended

June 30, 2015 June 30, 2014
Gains Losses Gains Losses
Obligations of states and political subdivisions $ — 3 — 3 3 3 1
Residential mortgage-backed securities and codiited mortgage
obligations 542 407 974 —
$ 54z % 407 $ 977 $ 1

The following table presents, as of June 30, 20@%estment securities which were pledged to sebarewings, public deposits, and
repurchase agreements as permitted or requireaay |

(in thousands) Amortized Fair
Cost Value
To Federal Home Loan Bank to secure borrowings $ 144¢ % 1,48
To state and local governments to secure publiosliep 1,678,77 1,687,59;
Other securities pledged principally to secure relpase agreements 485,45 485,07
Total pledged securities $ 2,165,670 $ 2,174,15,
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Note 4 — Loans and Leases

The following table presents the major types ohkand leases, net of deferred fees and cost§ Jas® 30, 2015 and December 31, 2014 :

(in thousands) June 30, December 31,
2015 2014
Commercial real estate
Non-owner occupied term, net $ 3,294,335 $ 3,290,611
Owner occupied term, net 2,636,801 2,633,86
Multifamily, net 2,859,88: 2,638,61
Construction & development, net 244,35: 258,72.
Residential development, net 76,73¢ 81,84¢
Commercial
Term, net 1,374,52 1,396,08!
LOC & other, net 981,89° 1,029,62
Leases and equipment finance, net 630,69" 523,11
Residential
Mortgage, net 2,533,04. 2,233,73!
Home equity loans & lines, net 882,59t 852,47¢
Consumer & other, net 459,30¢ 389,03¢
Total loans and leases, net of deferred fees asts co $ 1597419 § 15,327,73

The loan balances are net of deferred fees and 06$88.8 million and $26.3 million as of June 3015 and December 31, 2014 ,
respectively. Net loans include discounts on aeglioans of $161.5 million and $236.6 million aslohe 30, 2015 and December 31, 2014 ,
respectively. As of June 30, 2015, loans total$ty3 billion were pledged to secure borrowings available lines of credit.

The outstanding contractual unpaid principal bagaoicpurchased impaired loans, excluding acquisidiccounting adjustments, was $657.3

million and $770.9 million at June 30, 2015 and &aber 31, 2014 , respectively. The carrying balarfigrirchased impaired loans was
$485.7 million and $562.9 million at June 30, 2@Hs December 31, 2014 , respectively.
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The following table presents the changes in theetable yield for purchased impaired loans forttiree and six months ended June 30, 2015
and 2014 :

(in thousands) Three Months Ended
June 30, 2015
Nevada
Evergreen Rainier Security Circle Sterling Total

Balance, beginning of period $ 7,94¢ $ 48,01 $ 20,63( $ 721 $ 108,27 $ 185,58
Accretion to interest income (539 (1,105 (1,529 (46¢) (6,407 (10,037
Disposals (444 (969) (59 (244 (5,047 (6,757)
Reclassifications from (to) nonaccretable

difference 23C 377 41 41€ 3,76¢ 4,83:
Balance, end of period $ 7,200 $ 46,322 $ 19,08! $ 428 $ 10059 $ 173,62

Three Months Ended
June 30, 2014

Nevada
Evergreen Rainier Security Circle Sterling Total
Balance, beginning of period $ 16,16( $ 67,920 $ 31,49. $ 1,05 $ — $ 116,62
Additions — — — — 110,75 110,75
Accretion to interest income (4,81%) (6,25€) (4,530 (88) (5,902) (21,59)
Disposals (3,507 (7,620 (2,276 — (315 (13,719
Reclassifications from nonaccretable differer 2,73: 2,562 3,152 — — 8,44¢
Balance, end of period $ 1057¢ $ 56,60¢ $ 27837 $ 965 $ 104,54( $ 200,52
(in thousands) Six Months Ended
June 30, 2015
Nevada
Evergreen Rainier Security Circle Sterling Total
Balance, beginning of period $ 9,466 $ 49,98¢ $ 23,66t $ 79€ $ 117,78 $ 201,69
Accretion to interest income (2,256 (4,099 (4,42)) (580 (11,96% (23,32()
Disposals (2,480) (1,607) (1,359 (244) (7,997 (13,670
Reclassifications from (to) nonaccretable
difference 2,47( 2,031 1,19(C 457 2,772 8,91¢
Balance, end of period $ 7,20 $ 46,322 $ 19,08 $ 425 $ 100,59¢ $ 173,62
Six Months Ended
June 30, 2014
Nevada
Evergreen Rainier Security Circle Sterling Total
Balance, beginning of period $ 20,060 $ 71,78 $ 34,63. $ 1,14C $ — $ 127,62
Additions — — — — 110,75 110,75
Accretion to interest income (8,457) (10,537 (8,999 (17%) (5,9072) (34,060
Disposals (4,747 (8,607 (3,906 — (315 (17,569
Reclassifications from nonaccretable differer 3,70¢ 3,96¢ 6,10¢ — — 13,77¢
Balance, end of period $ 10,57¢ $ 56,60¢ $ 27837 $ 96t $ 104,54( $ 200,52
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Loans acquired in an FDIC-assisted acquisition @natsubject to a loss-share agreement are refierasicovered loans. Covered loans are
reported exclusive of the cash flow reimbursemerfrected from the FDIC. The following table sumreesithe activity related to the FDIC
indemnification asset for the three and six moetided June 30, 2015 and 2014 :

(in thousands) Three Months ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Balance, beginning of period $ 1,861 $ 18,36: $ 4417 $ 23,17
Change in FDIC indemnification asset (1,199 (5,607) (2,485) (10,447
Transfers to due from FDIC and other (230) (1,46¢) (1,500 (1,440
Balance, end of period $ 43z $ 11,29: % 43z $ 11,29

Loans and leases sol

In the course of managing the loan and lease piortfat certain times, management may decide {daats and leases. The following table
summarizes loans and leases sold by loan porifiolimg the three and six months ended June 30, 20452014 :

(in thousands) Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Commercial real estate
Non-owner occupied term, net $ 7,181 % 11,60¢ $ 7,181 % 14,79¢
Owner occupied term, net 16,64: 46,09' 19,96( 48,24
Multifamily, net — 25,20z 43¢ 25,20z
Construction & development, net — 56€ — 56€
Residential development, net — 19t — 80C
Commercial
Term, net 1,08( 9,87: 3,42( 25,86¢
LOC & other, net — 5,062 — 5,06:
Residential
Mortgage, net 51,68( 5,70 118,43: 6,03«
Home equity loans & lines. net — 24,44t — 24,44t
Consumer & other, net — 7,344 — 7,344
Total, net of deferred fees and costs $ 76,58: $ 136,09 $ 149,42¢ $ 158,36!

Note 5 — Allowance for Loan and Lease Loss and CradQuality

The Bank's methodology for assessing the appremgss of the Allowance for Loan and Lease Loss [(I&) consists of three key elements:
1) the formula allowance; 2) the specific allowarmed 3) the unallocated allowance. By incorpomatirese factors into a single allowance
requirement analysis, we believe all risk-based/itiets within the loan and lease portfolios anmgitaneously considered.

Formula Allowance

When loans and leases are originated or acquinegl,are assigned a risk rating that is reassess@tlrally during the term of the loan or
lease through the credit review process. The Baigk rating methodology assigns risk ratings magdrom 1 to 10, where a higher rating
represents higher risk. The 10 risk rating categgoaire a primary factor in determining an approp@anount for the formula allowance.

The formula allowance is calculated by applying factors to various segments of pools of outstagdtbhans and leases. Risk factors are

assigned to each portfolio segment based on maradsnevaluation of the losses inherent within essfment. Segments or regions with
greater risk of loss will therefore be assignedghér risk factor.
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Base risk- The portfolio is segmented into loan categories, these categories are assigned a Base risk faa$ed on an evaluation of the
loss inherent within each segment.

Extra risk — Additional risk factors provide for additional allocation of ALLL based on the loarddease risk rating system and loan
delinquency, and reflect the increased level oéieht losses associated with more adversely dieddifans and leases.

Risk factors may be changed periodically based anagement's evaluation of the following factorsslexperience; changes in the level of
non-performing loans and leases; regulatory exaults changes in the level of adversely classifiedis and leases; improvement or
deterioration in local economic conditions; and ather factors deemed relevant.

Specific Allowance

Regular credit reviews of the portfolio identifyalos that are considered potentially impaired. Ratnimpaired loans are referred to the
ALLL Committee which reviews and approves desigddt@ans as impaired. A loan is considered impaivedn, based on current information
and events, we determine that we will probablyb®able to collect all amounts due according tddha contract, including scheduled intel
payments. When we identify a loan as impaired, wasure the impairment using discounted cash flovestimated note sale price, except
when the sole remaining source of the repaymerthfofoan is the liquidation of the collateral these cases, we use the current fair value of
the collateral, less selling costs, instead ofalisted cash flows. If we determine that the valute impaired loan is less than the recorded
investment in the loan, we either recognize an impent reserve as a specific allowance to be pea/idr in the allowance for loan and lease
losses or charge-off the impaired balance on aghdidependent loans if it is determined that sardlount represents a confirmed loss. Loans
determined to be impaired are excluded from theéda allowance so as not to double-count the Igps®ure. The non-accrual impaired loans
as of period-end have already been partially clihafeto their estimated net realizable value, arelexpected to be resolved over the coming
quarters with no additional material loss, absarther decline in market prices.

The combination of the formula allowance comporat the specific allowance component representaltheated allowance for loan and
lease losses.

Management believes that the ALLL was adequatd dsre 30, 2015 . There is, however, no assurdratduture loan and lease losses will
not exceed the levels provided for in the ALLL ammilild possibly result in additional charges toghavision for loan and lease losses.

The reserve for unfunded commitments ("RUC") isblthed to absorb inherent losses associatedowitcommitment to lend funds, such as
with a letter or line of credit. The adequacy af th_LL and RUC are monitored on a regular basis amedbased on management's evaluati
numerous factors. These factors include the quafitite current loan portfolio; the trend in thamoportfolio's risk ratings; current economic
conditions; loan concentrations; loan growth rapast-due and non-performing trends; evaluatiospetific loss estimates for all significant
problem loans; historical charge-off and recoveqyegience; and other pertinent information.

There have been no significant changes to the Baik'L methodology or policies in the periods prefssl.
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Activity in the Allowance for Loan and Lease Loss:

The following table summarizes activity relatedhie allowance for loan and lease losses by loariems® portfolio segment for the three and

six months ended June 30, 2015 and 2014 :

(in thousands)

Balance, beginning of period
Charge-offs
Recoveries
Provision

Balance, end of period

Balance, beginning of period
Charge-offs
Recoveries
Provision (recapture)

Balance, end of period

(in thousands)

Balance, beginning of period
Charge-offs
Recoveries
Provision

Balance, end of period

Balance, beginning of period
Charge-offs
Recoveries
Provision (recapture)

Balance, end of period

Three Months Ended June 30, 2015

Commercial Consumer
Real Estate Commercial Residential & Other Total
$ 55,18: $ 44200 $ 16,22: % 4501 $ 120,10
(2,109 (3,719 (13¢) (1,489 (7,442
1,26¢ 1,113 10€& 66¢ 3,15¢
3,81¢ 4,09¢ 1,77: 1,564 11,25«
$ 58,16« $ 45697 $ 17,96: $ 5,24¢ $ 127,07:
Three Months Ended June 30, 2014
Commercial Consumer
Real Estate Commercial Residential & Other Total
$ 5791¢ $ 30,23. $ 782: % 1,057 $ 97,02¢
(1,329 (5,169 (495) (34%) (7,339
77C 1,104 14C 88 2,102
(439 9,25¢ 4,48t 1,39¢ 14,69¢
$ 56,92( $ 35,42t $ 11,95 $ 2,19 $ 106,49!
Six Months Ended June 30, 2015
Commercial Consumer
Real Estate Commercial Residential & Other Total
$ 55,18 $ 41,21¢ $ 15,92: $ 3,84t % 116,16
(2,829 (8,279 (44¢€) (8,439 (19,987)
1,48¢ 2,18¢ 13¢ 3,18¢ 7,00(
4,321 10,57 2,34¢ 6,64¢ 23,89:
$ 58,16« $ 45697 $ 17,96: $ 5,24¢ $ 127,07:
Six Months Ended June 30, 2014
Commercial Consumer
Real Estate Commercial Residential & Other Total
$ 59,53t $ 27,028 $ 7481 $ 1,032 $ 95,08¢
(3,570 (8,68)) (74€) (569) (13,56¢)
1,60( 2,20¢€ 30z 201 4,30¢
(64¢) 14,87: 4,91( 1,53 20,66
$ 56,92( $ 35,42t $ 11,95 $ 2,19 $ 106,49!

Provision expense includes amounts related to sulese deterioration of purchased impaired loar®0cdnd $1.6 million for the three and six
months ended June 30, 2015, respectively, and,820%nd $1.0 million for the three and six morghded June 30, 2014 , respectively.

The valuation allowance on purchased impaired loeasreduced by recaptured provision of $0 and RI086for the three and six months

ended June 30, 2015 , respectively, and $873,00@ a3 million for the three and six months endekeJ30, 2014 , respectively.

22




Table of Contents

The following table presents the allowance and e investment in loans and leases by portfolgmrsmnt as of June 30, 2015 and 2014 :

(in thousands)

Allowance for loans and leases:
Collectively evaluated for impairment
Individually evaluated for impairment
Loans acquired with deteriorated credit quality
Total
Loans and leases:
Collectively evaluated for impairment
Individually evaluated for impairment
Loans acquired with deteriorated credit quality
Total

(in thousands)

Allowance for loans and leases:
Collectively evaluated for impairment
Individually evaluated for impairment
Loans acquired with deteriorated credit quality
Total
Loans and leases:
Collectively evaluated for impairment
Individually evaluated for impairment
Loans acquired with deteriorated credit quality
Total

June 30, 2015

Commercial Consumer

Real Estate Commercial Residential & Other Total
$ 52,82¢ $ 4285: $ 17,29: % 5,17¢ 118,15
774 377 — — 1,151
4,561 2,46¢€ 67C 70 7,767
$ 58,16 $ 45697 $ 17,96: % 5,24¢ 127,07:
$ 8,674,760 $ 293985 $ 3,35154 % 458,18t 15,424,35
34,38" 29,78( — — 64,16"
402,97! 17,48¢ 64,09’ 1,12C 485,67t
$ 9,112,213 $ 2,987,120 $ 3,415,633 $ 459,30¢ 15,974,19

June 30, 2014
Commercial Consumer

Real Estate Commercial Residential & Other Total
$ 50,73¢ $ 32,79¢ $ 11,45¢ $ 2,09¢ 97,08t
1,30z 1t — — 1,317
4,88( 2,61¢ 497 98 8,09:
$ 56,92( $ 35,42t $ 11,95 % 2,19¢ 106,49!
$ 8,45222 $ 282787 $ 2,716,227 $ 332,76¢ 14,329,14
92,67¢ 23,27¢ — — 115,95(
552,61¢ 57,72« 78,04¢ 2,97¢ 691,36:
$ 9,09751 $ 290887 $ 2,79432' % 335,74 15,136,45

The loan and lease balances are net of net defleaad costs of $38.8 million and $13.5 millionJahe 30, 2015 and June 30, 2014 ,

respectively.

Summary of Reserve for Unfunded Commitments Activ

The following table presents a summary of actiiityhe RUC and unfunded commitments for the threksax months ended June 30, 2015

and 2014 :

(in thousands)

Three Months Ended

Six Months Ended

Balance, beginning of period $
Net change to other expense
Acquired reserve

Balance, end of period $

June 30, June 30,
2015 2014 2015 2014
3,19¢ 1,417 $ 3,53¢ $ 1,43¢
(330 (53¢ (675) (557)
— 3,96¢ — 3,96¢€
2,86¢ 484t % 2,86 $ 4,84¢
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(in thousands)

Total
Unfunded loan and lease commitments:
June 30, 2015 $ 3,216,72!
June 30, 2014 $ 2,814,54

Asset Quality and No-Performing Loans and Leases

We manage asset quality and control credit ristithh diversification of the loan and lease portf@ind the application of policies designed tc
promote sound underwriting and loan and lease mng practices. The Bank's Credit Quality Admirasibn is charged with monitoring as
quality, establishing credit policies and proceduaad enforcing the consistent application of thEsieies and procedures across the

Bank. Reviews of non-performing, past due loartslaases and larger credits, designed to identifgngial charges to the allowance for loan
and lease losses, and to determine the adequaleg aflowance, are conducted on an ongoing bakeseélreviews consider such factors as th
financial strength of borrowers, the value of tpelacable collateral, loan and lease loss expeégastimated loan and lease losses, growth in
the loan and lease portfolio, prevailing econonainditions and other factors.

Non-Accrual Loans and Leases and Loans and Leases Past

The following table summarizes our non-accrual $oand leases and loans and leases past due, bgriddease class, as of June 30, 2015 an
December 31, 2014 :

(in thousands) June 30, 2015

Greaterthan 60to 89 Greater than
30to 59 Days Days Past 90 Days and Total Past Non- Current & Othel Total Loans and

Past Due Due Accruing Due Accrual (1) Leases

Commercial real estate

Non-owner occupied term, net $ 1508 $ 1,70: $ 1,70¢ $ 491: $ 2,067 $ 3,287,38 $  3,294,35

Owner occupied term, net 1,83( 1,243 681 3,75¢ 5,35¢ 2,627,68! 2,636,801

Multifamily, net 292 2,991 — 3,28¢ — 2,856,601 2,859,88.

Construction & development, net — — — — — 244,35: 244,35:

Residential development, net — — — — — 76,73¢ 76,73¢
Commercial

Term, net 1,217 23¢ — 1,45¢ 20,32t 1,352,74 1,374,52i

LOC & other, net 1,157 77¢ 44 1,97: 1,45k 978,46 981,89

Leases and equipment finance

net 1,72: 2,25¢ 614 4,59t 3,37z 622,72¢ 630,69!
Residential

Mortgage, net 171 2,091 9,007 11,26¢ 46( 2,521,31: 2,533,04.

Home equity loans & lines, net 2,50¢ 62C 1,03¢ 4,16( 431 878,00! 882,59¢
Consumer & other, net 2,43( 802 44% 3,67¢ 10¢ 455,52! 459,30¢

Jotal netofdeferred feesand g 1582, § 12,72¢ $ 1352 $ 39,080 $ 3357 $ 1590154 § 15974,19

(1) Other includes purchased credit impaired lazr$#485.7 million .
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(in thousands) December 31, 2014

Greaterthan 60to 89 Greater than
30 to 59 Days Days Past 90 Days and Total Past Non- Current & Othel Total Loans and

Past Due Due Accruing Due Accrual (2) Leases

Commercial real estate

Non-owner occupied term, net $ 45z $ — $ 282 $ 73E $ 8951 $ 3,280,911 $  3,290,61

Owner occupied term, net 2,304 347 — 2,651 8,29 2,622,92. 2,633,86.

Multifamily, net — 512 — 512 30C 2,637,80i 2,638,61

Construction & development, net 1,091 — — 1,091 — 257,63: 258,72.

Residential development, net 6,15¢ — — 6,15¢ — 75,69 81,84¢
Commercial

Term, net 1,09¢ 24z 3 1,34:% 19,09' 1,375,64 1,396,08!

LOC & other, net 1,637 1,15¢ 1,22 4,01t 8,82t 1,016,78! 1,029,62i

Leases and equipment finance

net 1,482 1,69¢ 69E 3,872 5,08¢ 514,15¢ 523,11
Residential

Mortgage, net 8 1,224 4,28¢ 5,521 655 2,227,55! 2,233,73

Home equity loans & lines, net 1,92¢ 70z 74¢ 3,37t 61% 848,48 852,47¢
Consumer & other, net 2,13t 49¢ 27C 2,901 21¢ 385,91 389,03t

I(‘)’;"E‘S' netofdeferredfeesand ¢ 1895, ¢ 6378 $ 7517 $ 3217° $ 5204° $ 1524352 $ 157327.73

(1) Other includes purchased credit impaired lazr$#562.9 million
Impaired Loans

Loans with no related allowance reported generajyesent non-accrual loans. The Bank recognizeshtarge-off on impaired loans in the
period it arises for collateral-dependent loanker€fore, the non-accrual loans as of June 30, Ba¢& already been written down to their
estimated net realizable value and are expectbd tesolved with no additional material loss, abfenther decline in market prices. The
valuation allowance on impaired loans primarilyresgnts the impairment reserves on performinguesstred loans, and is measured by
comparing the present value of expected future agls on the restructured loans discounted atritexest rate of the original loan agreement
to the loan's carrying value.
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(in thousands)

Commercial real estate
Non-owner occupied term, net
Owner occupied term, net
Multifamily, net
Construction & development, net
Residential development, net

Commercial
Term, net
LOC & other, net

Residential
Mortgage, net
Home equity loans & lines, net

Consumer & other, net
Total, net of deferred fees and costs

(in thousands)

Commercial real estate
Non-owner occupied term, net
Owner occupied term, net
Multifamily, net
Construction & development, net
Residential development, net

Commercial
Term, net
LOC & other, net

Residential
Mortgage, net
Home equity loans & lines, net

Consumer & other, net
Total, net of deferred fees and costs

The following table summarizes our impaired loapdoan class as of June 30, 2015 and Decembe&034, :

June 30, 2015

Unpaid Recorded Investment
Principal Without With Related
Balance Allowance Allowance Allowance
10,647 $ 1,202 $ 9,20z 341
11,36¢ 4,321 6,99/ 19¢
3,51¢ — 3,51¢ 86
1,091 — 1,091 16
8,05¢ — 8,05¢ 13z
30,90: 23,06( 2,93( 20¢
7,79¢ 1,42¢ 2,361 16¢€
73,37 $ 30,01 $ 34,15¢ 1,151
December 31, 2014
Unpaid Recorded Investment
Principal Without With Related
Balance Allowance Allowance Allowance
42,79 $ 16,91¢ % 22,19( 50z
16,33¢ 8,29( 7,65¢ 364
4,04( 30C 3,51¢ 49
2,65¢ — 1,091
9,67( — 9,67¢ 16€
31,73: 18,70: 25€ 12
18,76: 8,57¢ 5,40¢ 30¢
62¢€ — — —
152 — — —
126,76¢ $ 52,78: $ 49,79( 1,40¢
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The following table summarizes our average recomeestment and interest income recognized on ireddoans by loan class for the three

and six months ended June 30, 2015 and 2014 :

(in thousands)

Commercial real estate
Non-owner occupied term, net
Owner occupied term, net
Multifamily, net
Construction & development, net
Residential development, net

Commercial
Term, net
LOC & other, net

Residential
Mortgage, net
Home equity loans & lines, net

Consumer & other, net
Total, net of deferred fees and costs

(in thousands)

Commercial real estate
Non-owner occupied term, net
Owner occupied term, net
Multifamily, net
Construction & development, net
Residential development, net

Commercial
Term, net
LOC & other, net
Leases, net

Residential
Mortgage, net
Home equity loans & lines, net

Consumer & other, net
Total, net of deferred fees and costs

Three Months Ended
June 30, 2015

Three Months Ended
June 30, 2014

Average Interest Average Interest
Recorded Income Recorded Income
Investment Recognized Investment Recognized
$ 23,72( % 17¢  $ 52,91 $ 297
13,29: 84 12,66( 75
3,51¢ 30 2,59 —
1,091 26 9,50¢ 19t
8,81: 86 14,26 152
23,42! 111 15,85 4
5,39¢ 66 3,05¢ 12
— 7 J— —
$ 79,25! % 58¢ $ 110,84. $ 73%
Six Months Ended Six Months Ended
June 30, 2015 June 30, 2014
Average Interest Average Interest
Recorded Income Recorded Income
Investment Recognized Investment Recognized
$ 28,84t % 50z % 51,82: $ 64€
14,17¢ 14¢ 12,24 152
3,61¢ 61 2,04( —
1,091 37 9,53 31z
9,101 18¢ 15,41( 311
21,93t 114 13,57¢ 8
8,251 113 2,86: 25
— 7 J— —
$ 87,027 $ 1,172 $ 107,48 $ 1,45t

The impaired loans for which these interest incam®unts were recognized primarily relate to acguestructured loans.
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Credit Quality Indicators

As previously noted, the Bank's risk rating metHodyp assigns risk ratings ranging from 1 to 10, rehee higher rating represents higher
risk. The Bank differentiates its lending portésiinto homogeneous loans and leases and non-hoemggeloans and leases. The 10 risk
rating categories can be generally described byoflewing groupings for non-homogeneous loans lzades:

Minimal Risk —A minimal risk loan or lease, risk rated 1 , isstborrower of the highest quality. The borrowes ha unquestioned ability to
produce consistent profits and service all oblmyaiand can absorb severe market disturbancedittiittor no difficulty.

Low Risk —A low risk loan or lease, risk rated 2 , is simila characteristics to a minimal risk loan. Margimay be smaller or protective
elements may be subject to greater fluctuation. ddreower will have a strong demonstrated abilityptoduce profits, provide ample debt
service coverage and to absorb market disturbances.

Modest Risk—A modest risk loan or lease, risk rated 3 , iesimble loan or lease with excellent sources pdyment and no currently
identifiable risk associated with collection. Thertower exhibits a very strong capacity to repaydredit in accordance with the repayment
agreement. The borrower may be susceptible to esimnycles, but will have reserves to weather tlystes.

Average Risk—An average risk loan or lease, risk rated 4 nisiractive loan or lease with sound sourcespdyment and no material
collection or repayment weakness evident. The bardas an acceptable capacity to pay in accordaithehe agreement. The borrower is
susceptible to economic cycles and more efficiemyetition, but should have modest reserves saffidio survive all but the most severe
downturns or major setbacks.

Acceptable Risk—An acceptable risk loan or lease, risk ratedsba ioan or lease with lower than average, butagtdeptable credit risk.
These borrowers may have higher leverage, lessicditit viable repayment sources, have limitednfinea reserves and may possess
weaknesses that can be adequately mitigated thrmaliztteral, structural or credit enhancement. bbeower is susceptible to economic cy:
and is less resilient to negative market forcefinancial events. Reserves may be insufficienutwige a modest downturn.

Watch— A watch loan or lease, risk rated 6 , is still pestgd, but represents the lowest level of accéptidk due to an emerging risk
element or declining performance trend. Watch gatiare expected to be temporary, with issues redalv manifested to the extent that a
higher or lower rating would be appropriate. Therbwer should have a plausible plan, with reasamabttainty of success, to correct the
problems in a short period of time.

Special Mention—A special mention loan or lease, risk rated 7 ,gwential weaknesses that deserve managemersésatiention. If left
uncorrected, these potential weaknesses may fagigterioration of the repayment prospects forabset or the institution's credit position at
some future date. They contain unfavorable chariatits and are generally undesirable. Loans aasklein this category are currently
protected but are potentially weak and constitateredue and unwarranted credit risk, but not tgpthiat of a substandard classification. A
special mention loan or lease has potential weakasesvhich if not checked or corrected, weakerafiset or inadequately protect the Bank's
position at some future date.

Substandard—A substandard asset, risk rated 8 , is inadequptelgcted by the current sound worth and payipgcity of the obligor or of
the collateral pledged, if any. Assets so clagsifirist have a well-defined weakness or weaknebBaegebpardize the liquidation of the debt.
They are characterized by the distinct possibihigt the Bank will sustain some loss if the deficies are not corrected. Loss potential, while
existing in the aggregate amount of substandartgsioes not have to exist in individual assetssified substandard. Loans and leases are
classified as substandard when they have unsatsfacharacteristics causing unacceptable levetiskf A substandard loan or lease normally
has one or more well-defined weaknesses that ¢eafthrdize repayment of the debt. The likely neelijuidate assets to correct the problem,
rather than repayment from successful operatiotieigey distinction between special mention arzbtandard.

Doubtful —Loans or leases classified as doubtful, risk r@tethave all the weaknesses inherent in one @iedsubstandard with the added
characteristic that the weaknesses make colleotidiquidation in full, on the basis of currentlyisting facts, conditions and values, highly
guestionable and improbable. The possibility o lssextremely high, but because of certain imprdad reasonably specific pending factors
which may work towards strengthening of the asdasgsification as a loss (and immediate charffjeis deferred until more exact status ma:
determined. Pending factors include proposed mgeageuisition, liquidation procedures, capital atjen, and perfection of liens on additional
collateral and refinancing plans. In certain cirstamces, a doubtful rating will be temporary, witile Bank is awaiting an updated collateral
valuation. In these
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cases, once the collateral is valued and apprepmatgin applied, the remaining un-collateralizedipn will be charged-off. The remaining
balance, properly margined, may then be upgradedlstandard, however must remain on non-accrual.

Loss—Loans or leases classified as loss, risk ratedat® considered un-collectible and of such litue that the continuance as an active
Bank asset is not warranted. This rating does reatmthat the loan or lease has no recovery orgalvalue, but rather that the loan or lease
should be charged-off now, even though partialiirécovery may be possible in the future.

Impaired— Loans are classified as impairegthen, based on current information and events,ptobable that the Bank will be unable to
collect the scheduled payments of principal anergdt when due, in accordance with the terms obtiggnal loan agreement, without
unreasonable delay. This generally includes afidodassified as non-accrual and troubled debtuesirings. Impaired loans are risk rated for
internal and regulatory rating purposes, but prieskseparately for clarification.

Homogeneous loans and leases are not risk ratédhayt are greater than 3fadys past due, and risk rating is based on thedpsstatus of th
loan or lease. The risk rating categories candmeglly described by the following groupings formemercial and commercial real estate
homogeneous loans and leases:

Special Mention—A homogeneous special mention loan or leaseratgdd 7 , is greater than 30 to&&ys past due from the required payn
date at month-end.

Substandard—A homogeneous substandard loan or lease, riséd Batés 60 to 89 days past due from the requiesdnent date at monthad.
Doubtful —A homogeneous doubtful loan or lease, risk rateds®0 to 179 days past due from the requirecdrey date at month-end.

Loss—A homogeneous loss loan or lease, risk ratedid 0180 days and more past due from the requirgthpat date. These loans are
generally charged-off in the month in which the Ha time period elapses.

The risk rating categories can be generally desdrliy the following groupings for residential armhsumer and other homogeneous loans:

Special Mention—A homogeneous retail special mention loan, riskdd , is greater than 30 to 89 days past due fhemequired payment
date at month-end.

Substandard—A homogeneous retail substandard loan, risk ratei$ an open-end loan 90 to 180 days past due tihe required payment
date at month-end or a closed-end loan 90 to 198 past due from the required payment date at rremd

Loss—A homogeneous retail loss loan, risk rated 10s, ¢tosed-end loan that becomes past due 120 ctiveutimys or an opeend retail loa

that becomes past due 180 cumulative days frorndhtractual due date. These loans are genetadiyged-off in the month in which the 120
or 180 day period elapses.
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The following table summarizes our internal risting by loan and lease class for the loan and Ipasiolio as of June 30, 2015 and
December 31, 2014 :

(in thousands) June 30, 2015

Special
Pass/Watch Mention Substandard Doubtful Loss Impaired (1) Total

Commercial real estate
Non-owner occupied term, net $ 3,078,35 $ 93,127 $ 111,40: $ 561 $ 511 $ 10,40« $ 3,294,35

Owner occupied term, net 2,480,27: 51,81 89,55¢ 46¢€ 3,371 11,31¢ 2,636,801

Multifamily, net 2,831,53! 7,18:¢ 17,64 — — 3,51¢ 2,859,88.

Construction & development, net 236,12! 3,99 3,141 — — 1,091 244,35:

Residential development, net 66,65¢ — 2,02( — — 8,05¢ 76,73¢
Commercial

Term, net 1,326,67- 3,72t 17,81¢ 13€ 18¢€ 25,99( 1,374,52;

LOC & other, net 949,03t 9,38¢ 19,64 44 — 3,79( 981,89

Leases and equipment finance, n 620,52! 3,92 2,25¢ 3,48¢ 50C — 630,69!
Residential

Mortgage, net 2,507,87! 4,82¢ 5,457 — 14,88 — 2,533,04.

Home equity loans & lines, net 875,25t 4,57: 77C — 1,99 — 882,59¢
Consumer & other, net 455,26 3,492 291 — 262 — 459,30¢

Total, net of deferred fees and cosks 15,427,57 $ 186,04! $ 269,99t $ 469 $ 21,71F $ 64,167 $ 15,974,19

(1) The percentage of impaired loans classifiedaas/watch, special mention, and substandard 986 33.8% , and 92.3% , respectively, as
of June 30, 2015 .

(in thousands) December 31, 2014
Special
Pass/Watch Mention Substandard Doubtful Loss Impaired (1) Total
Commercial real estate
Non-owner occupied term, net $ 3,027,777 $ 99,55t $ 12335( $ 821 $ — $ 39,106 $ 3,290,61
Owner occupied term, net 2,475,94. 58,42t 81,56 30¢ 1,674 15,94¢ 2,633,86.
Multifamily, net 2,610,03! 9,58: 15,177 — — 3,81¢ 2,638,61
Construction & development, net 248,54° 4,081 5,00: — — 1,091 258,72.
Residential development, net 68,78¢ 963 2,41¢ — — 9,67¢ 81,84t
Commercial
Term, net 1,346,14 12,66 17,90: 19¢ 224 18,957 1,396,08!
LOC & other, net 991,20¢ 17,66¢ 6,39¢ 28C 88 13,97¢ 1,029,62
Leases and equipment finance, ne! 513,10 2,55¢ 3,80¢ 3,25¢ 392 — 523,11
Residential
Mortgage, net 2,215,95I 2,33( 4,497 — 10,95: — 2,233,73!
Home equity loans & lines, net 846,27" 3,271 1,07¢ — 1,851 — 852,47¢
Consumer & other, net 385,75 2,717 19¢ — 367 — 389,03t

Total, net of deferred fees and cost§ 14,729,54 $ 213,80t $ 261,39¢ $ 4,86 $1554¢ $ 102,57 $ 15,327,73

(1) The percentage of impaired loans classifiedaas/watch, special mention, substandard, doulatfid Joss was 5.6% , 15.1% , 77.9% , 0.19
and 1.3% respectively, as of December 31, 2014.
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Troubled Debt Restructurings

At June 30, 2015 and December 31, 2014 , impadgedd of $37.0 million and $54.8 million , respeely were classified as accruing
restructured loans. The restructurings were grainteelsponse to borrower financial difficulty, agenerally provide for a temporary
modification of loan repayment terms. The restrreddoans on accrual status represent the onlyiregboans accruing interest. In order for a
restructured loan to be considered for accrualistdhe loan's collateral coverage generally vélgbeater than or equal to 100% of the loan
balance, the loan is current on payments, anddah@Wwer must either prefund an interest reservdeononstrate the ability to make payments
from a verified source of cash flow. Impaired rastured loans carry a specific allowance and tloavaince on impaired restructured loans is
calculated consistently across the portfolios.

There were $3.9 million available commitments foubled debt restructurings outstanding as of Bh&015 and $1.0 million as of
December 31, 2014 .

The following tables present troubled debt restmings by accrual versus non-accrual status arldasyclass as of June 30, 2015 and
December 31, 2014 :

(in thousands) June 30, 2015
Accrual Non-Accrual Total
Status Status Modifications
Commercial real estate, net $ 24,73 $ — 3 24,73¢
Commercial, net 8,70¢ 2,62¢ 11,32¢
Residential, net 3,58t — 3,58¢
Total, net of deferred fees and costs $ 37,02 % 2,62 % 39,64¢
(in thousands) December 31, 2014
Accrual Non-Accrual Total
Status Status Modifications
Commercial real estate, net $ 48,817 $ 2,31¢ % 51,13¢
Commercial, net 5,40¢ 9,541 14,94
Residential, net 61% — 61%
Total, net of deferred fees and costs $ 54,83¢ $ 11,86( $ 66,69¢

The Bank's policy is that loans placed on non-aaauill typically remain on non-accrual status bl principal and interest payments are
brought current and the prospect for future paynreatcordance with the loan agreement appearsvediacertain. The Bank's policy
generally refers to six months of payment perforoeass sufficient to warrant a return to accrudlsta
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The following table presents newly restructurechbthat occurred during the three and six montde@dune 30, 2015 and 2014 :;

(in thousands) Three Months Ended June 30, 2015
Rate Term Interest Only Payment Combination Total
Modifications Modifications Modifications Modifications Modifications Modifications
Residential, net $ — % — $ — $ — 3 11z $ 112
Totzt;\I, net of deferred fees ar§l — % — % — % % 112 $ 112
costs

Six Months Ended June 30, 2015

Rate Term Interest Only Payment Combination Total
Modifications Modifications Modifications Modifications Modifications Modifications
Commercial, net $ — 3 — 3 — 3 — 3 3,34¢  $ 3,34¢
Residential, net — 74 — — 3,05¢ 3,13(
Total, net of deferred fees alg _ % 74 $ _ % _ % 6.40F $ 6.47¢
costs
(in thousands) Three and Six Months Ended June 30, 2014
Rate Term Interest Only Payment Combination Total
Modifications Modifications Modifications Modifications Modifications Modifications
Commercial real estate, net $ — 8 1,24¢  $ — 3 — % 351¢ $ 4,767
Residential, net — — — — 13¢ 13€
'(I:'g;?sl, net of deferred fees alg _ % 124§ _ % _ % 3657 $ 4,907

For the periods presented in the tables abovegutsanding recorded investment was the same jgre@st modification.

There were $253,000 of financing receivables medifis troubled debt restructurings within the presil2 months for which there was a
payment default during the three and six monthedrdine 30, 2015 . For the three and six monthsdcedgine 30, 2014 , there were none .

Note 6—Goodwill and Other Intangible Assets

The following tables summarize the changes in tom@any's goodwill and other intangible assetsteryear ended December 31, 2014, and
the six months ended June 30, 2015 . Goodwill drmtteer intangible assets are related to the ConitpBanking segment.

(in thousands) Goodwill
Accumulated
Gross Impairment Total

Balance, December 31, 2013 $ 877,23¢ $ (112,939 $ 764,30!
Net additions 1,021,92 — 1,021,92
Balance, December 31, 2014 1,899,15! (112,93 1,786,22!
Net additions 2,41¢ — 2,41¢
Balance, June 30, 2015 $ 1,901,57. $ (112,939 $ 1,788,64

Gooduwill represents the excess of the total actijuisprice paid over the fair value of the assetpu@red, net of the fair values of liabilities
assumed. Additional information on the acquisitiansl acquisition price allocations is provided iot&2. The additions to goodwill in 2015
$2.4 million relate to immaterial acquisition acoting adjustments.
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(in thousands) Other Intangible Assets
Accumulated
Gross Amortization Net

Balance, December 31, 2013 $ 58,90¢ $ (46,53) $ 12,37¢
Net additions 54,56: — 54,56
Amortization — (10,20 (10,207
Balance, December 31, 2014 113,47: (56,73%) 56,73:
Amortization — (5,617) (5,619
Balance, June 30, 2015 $ 11347 $ (62,35) $ 51,12(

Intangible additions in 2014 relate to the Mergaed aepresent the value of the core deposits, wihidhdes all deposits except certificates of
deposit. Core deposit intangible assets values determined by an analysis of the cost differertétiveen the core deposits inclusive of
estimated servicing costs and alternative fundimgees. The core deposit intangible recorded imeotion with the Merger will be amortized
on an accelerated basis over a period of 10 years .

The Company conducts its annual evaluation of gdbtiw impairment as of its year end of Decembér Goodwill and other intangibles are
required to be analyzed for impairment if certaiggering events occur. During the six months endlgte 30, 2015 , management determinec
that no triggering events occurred that requirethgrairment analysis. The table below presentddrerasted amortization expense for other
intangible assets acquired in all mergers:

(in thousands)

Expected

Year Amortization
Remainder of 2015 $ 5,61:
2016 8,62:
2017 6,75¢
2018 6,16¢
2019 5,61¢
Thereafter 18,34¢

$ 51,12(
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Note 7 — Residential Mortgage Servicing Rights

The following table presents the changes in the @omyg's residential mortgage servicing rights ("MpBfRY the three and six months ended
June 30, 2015 and 2014 :

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

Balance, beginning of period $ 116,36' $ 49,22( $ 117,25¢ $ 47,76"
Acquired/purchased MSR — 62,77( — 62,77(
Additions for new MSR capitalized 11,26 5,36% 20,10: 7,77C
Changes in fair value:

Due to changes in model inputs or assumptions 5,071 (784) 934 (1,87))
Other(2) (5,500 (2,37¢) (11,089 (2,247)
Balance, end of period $ 127,20t $ 114,19: $ 127,20t $ 114,19:

(1) Principally reflects changes in discount rates amgayment speed assumptions, which are primdfégtad by changes in interest rat
(2) Represents changes due to collection/realizatiamxpécted cash flows over tirr

Information related to our residential mortgageseed loan portfolio as of June 30, 2015 and Deaam3fi, 2014 is as follows:

(dollars in thousands) June 30, 2015 December 31, 2014
Balance of residential mortgage loans serviceafioers $ 12,302,86 % 11,590,311
MSR as a percentage of serviced loans 1.05% 1.01%

The amount of contractually specified servicingsfdate fees and ancillary fees earned, recordegkidential mortgage banking revenue, was
$6.8 million and $13.2 million for the three and sionths ended June 30, 2015 , respectively, apamd to $5.4 million and $8.3 million for
the three and six months ended June 30, 2014 ecteply.

Key assumptions used in measuring the fair valld®R as of June 30, 2015 and December 31, 2014sdi@lows:

June 30, 2015 December 31, 2014
Constant prepayment rate 12.22% 12.3%
Discount rate 9.17% 9.17%
Weighted average life (years) 6.5 6.4

A sensitivity analysis of the current fair valuedtmanges in discount and prepayment speed assumsatsoof June 30, 2015 and December 31,
2014 is as follows:

(in thousands) June 30, 2015 December 31, 2014
Constant prepayment rate

Effect on fair value of a 10% adverse change $ (5,297 $ (4,96%)
Effect on fair value of a 20% adverse change $ (10,197 $ (9,54)

Discount rate
Effect on fair value of a 100 basis point advetsange $ (5,025 $ (4,539
Effect on fair value of a 200 basis point advetsange $ (9,660 $ (8,77))

The sensitivity analysis presents the hypothettfaict on fair value of the MSR. The effect of singipothetical change in assumptions
generally cannot be extrapolated because theaesdtip of the change in an assumption to the chamfgdr value is not linear. Additionally,
the analysis, the impact of an adverse changeérasaumption is calculated independent of any itgraother assumptions. In reality,
changes in one assumption may change another assomp
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Note 8 — Junior Subordinated Debentures

Following is information about the Company's whathyned trusts ("Trusts") as of June 30, 2015 :

(dollars in thousands) Issued Carrying
Trust Name Issue Date Amount Value (1) Rate (2)
AT FAIR VALUE:
Umpqua Statutory Trust || October 2002  $ 20,61¢ $ 1526 Floating rate, LIBOR plus 3.35%
adjusted quarterly
Umpqua Statutory Trust 11l October 2002 30,92¢ 23,08: Floating rate, LIBOR plus 3.45%,
adjusted quarterly
Umpqua Statutory Trust IV December 2003 10,31( 7,23  Floating rate, LIBOR plus 2.859
adjusted quarterly
Umpqua Statutory Trust V December 2003 10,31( 7,20¢€ Floating rate, LIBOR plus 2.85%,
adjusted quarterly
Umpqua Master Trust | August 2007 41,23¢ 23,867  Floating rate, LIBOR plus 1.359
adjusted quarterly
Umpqua Master Trust IB September 2007 20,61¢ 13,90¢  Floating rate, LIBOR plus 2.75%,
adjusted quarterly
Sterling Capital Trust IlI April 2003 14,43¢ 11,21¢  Floating rate, LIBOR plus 3.259
adjusted quarterly
Sterling Capital Trust IV May 2003 10,31( 7,92¢ Floating rate, LIBOR plus 3.15%,
adjusted quarterly
Sterling Capital Statutory Trust V May 2003 20,61¢ 15,90:  Floating rate, LIBOR plus 3.259
adjusted quarterly
Sterling Capital Trust VI June 2003 10,31( 7,901 Floating rate, LIBOR plus 3.20%,
adjusted quarterly
Sterling Capital Trust VII June 2006 56,70: 33,98 Floating rate, LIBOR plus 1.539
adjusted quarterly
Sterling Capital Trust VIII September 2006 51,547 31,22:  Floating rate, LIBOR plus 1.63%,
adjusted quarterly
Sterling Capital Trust IX July 2007 46,39: 26,79¢ Floating rate, LIBOR plus 1.409
adjusted quarterly
Lynnwood Financial Statutory Trust | March 2003 9,27¢ 7,08C  Floating rate, LIBOR plus 3.15%,
adjusted quarterly
Lynnwood Financial Statutory Trust Il June 2005 10,31( 6,50C  Floating rate, LIBOR plus 1.809
adjusted quarterly
Klamath First Capital Trust | July 2001 15,46¢ 13,12°  Floating rate, LIBOR plus 3.75%,
adjusted semiannually
$ 379,39 $ 252,21
AT AMORTIZED COST:
HB Capital Trust | March 2000 $ 531C $ 6,13¢ 10.875%
Humboldt Bancorp Statutory Trust | February 2001 5,15¢ 5,761 10.200%
Humboldt Bancorp Statutory Trust II December 2001 10,31( 11,19C  Floating rate, LIBOR plus 3.609
adjusted quarterly
Humboldt Bancorp Statutory Trust Il September200 27,83¢ 30,14¢  Floating rate, LIBOR plus 2.95%,
adjusted quarterly
CIB Capital Trust November 2002 10,31( 11,06¢  Floating rate, LIBOR plus 3.459
adjusted quarterly
Western Sierra Statutory Trust | July 2001 6,18¢ 6,18¢ Floating rate, LIBOR plus 3.58%,
adjusted quarterly
Western Sierra Statutory Trust Il December 2001 10,31( 10,31C  Floating rate, LIBOR plus 3.609
adjusted quarterly
Western Sierra Statutory Trust | September 2003 10,31( 10,31(  Floating rate, LIBOR plus 2.90%,
adjusted quarterly
Western Sierra Statutory Trust IV September 2003 10,31( 10,31C  Floating rate, LIBOR plus 2.909
adjusted quarterly
96,03 101,41!
Total $ 47542 $ 353,62¢
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Effective
Rate (3) Maturity Date
4.87% October 2032
4.99% November 2032
4.46% January 2034
4.48% March 2034
2.83% September 2037
4.50% December 2037
4.54% April 2033
4.45% May 2033
4.58% June 2033
4.55% September 2033
3.02% June 2036
3.16% December 2036
2.90% October 2037
4.50% March 2033
3.31% June 2035
4.84% July 2031
8.50% March 2030
8.45% February 2031
3.06% December 2031
2.55% September 2033
3.07% November 2032
3.94% July 2031
3.89% December 2031
3.18% September 2033
3.18% September 2033




Table of Contents

(1) Includes acquistion accounting adjustmentsphaccumulated amortization, for junior subordéthdebentures assumed in connection
with previous mergers as well as fair value adjastts related to trusts recorded at fair value.

(2) Contractual interest rate of junior subordinatedesdures

(3) Effective interest rate based upon the cagyialue as of June 30, 2015

The Trusts are reflected as junior subordinatec adielves in th€ondensed Consolidated Balance Sheéfhe common stock issued by the
Trusts is recorded in other assets inGlomdensed Consolidated Balance Sheatsl totaled $14.3 million at June 30, 2015 andebDwer 31,
2014 . As of June 30, 2015, all of the junior sulimated debentures were redeemable at par, atabgiicable quarterly or semiannual interes
payment dates.

The Company selected the fair value measuremeitrofair junior subordinated debentures originatiguied by the Company (the Umpqua
Statutory Trusts) and for junior subordinated debess acquired from Sterling. Refer to Note 15disicussion of the rationale for election of
fair value and the approach used to fair valuestiected junior subordinated debentures.

Absent changes to the significant inputs utilizedhie discounted cash flow model used to measeréathvalue of these instruments, the
discounts will reverse over time in a manner sintitethe effective interest rate method as if theasguments were accounted for under the
amortized cost method. Losses recorded resultorg the change in the fair value of these instrusmamtre $1.6 million and $3.1 million for
the three and six months ended June 30, 2015¢ectdgply, and $1.4 million and $1.9 million for thieree and six months ended June 30, 201
respectively.

Note 9 — Commitments and Contingencies

Lease Commitmen— As of June 30, 2015, the Bank leased 281 sitdgmunon-cancelable operating leases. The leas¢aicoarious
provisions for increases in rental rates, basdateidn changes in the published Consumer Pricexloda predetermined escalation schedule.
Substantially all of the leases provide the Compaitly the option to extend the lease term one arentimes following expiration of the initial
term.

Rent expense for the three and six months endeal Y2015 was $9.5 million and $18.8 million aodthe three and six months ended
June 30, 2014 was $8.8 million and $13.8 millidtent expense was partially offset by rent incomeHe three and six months ended June 3(
2015 of $111,000 and $229,000 and for the thnelesix months ended June 30, 2014 of $94,000 and,$Q0 .

Financial Instruments with GBalance-Sheet Risk- The Company's financial statements do not refladbus commitments and contingent
liabilities that arise in the normal course of Benk's business and involve elements of creditjdity, and interest rate risk.

The following table presents a summary of the Bankmmitments and contingent liabilities:

(in thousands) As of June 30, 2015
Commitments to extend credit $ 3,160,18
Commitments to extend overdrafts $ 807,46l
Forward sales commitments $ 637,97:
Commitments to originate residential mortgage Idaid for sale $ 377,944
Standby letters of credit $ 56,54«

The Bank is a party to financial instruments witiimalance-sheet credit risk in the normal courSbusiness to meet the financing needs of it:
customers. These financial instruments include ci@ments to extend credit, standby letters of cradi financial guarantees. Those
instruments involve elements of credit and interas# risk similar to the risk involved in on-bat@nsheet items recognized in thendensed
Consolidated Balance SheefShe contract or notional amounts of those insauits reflect the extent of the Bank's involvemargarticular
classes of financial instruments.

The Bank's exposure to credit loss in the evenboperformance by the other party to the finanoistrument for commitments to extend
credit and standby letters of credit, and finangisdrantees written, is represented by the contmhnbtional amount of those instruments. The
Bank uses the same credit policies in making comatits and conditional obligations as it does febatance-sheet instruments.

36




Table of Contents

Commitments to extend credit are agreements totteaccustomer as long as there is no violatioanyfcovenant or condition established in
the applicable contract. Commitments generally Hexesl expiration dates or other termination clauaad may require payment of a fee. S
many of the commitments are expected to expireauitbbeing drawn upon, the total commitment amodntsaot necessarily represent future
cash requirements. While most standby letterseditare not utilized, a significant portion of budtilization is on an immediate payment
basis. The Bank evaluates each customer's credifwess on a case-by-case basis. The amount at@eall obtained, if it is deemed necessary
by the Bank upon extension of credit, is based anagement's credit evaluation of the counterp@utylateral varies but may include cash,
accounts receivable, inventory, premises and ecqeiip@ind income-producing commercial properties.

Standby letters of credit and financial guaranteetien are conditional commitments issued by tla@iBto guarantee the performance of a
customer to a third party. These guarantees amgapityy issued to support public and private bormgvarrangements, including international
trade finance, commercial paper, bond financingsimilar transactions. The credit risk involvedssuing letters of credit is essentially the
same as that involved in extending loan facilitesustomers. The Bank holds cash, marketable isesyor real estate as collateral supportin
those commitments for which collateral is deemezkrsary. The Bank was not required to perform grfiaancial guarantees during the three
and six months ended June 30, 2015 and June 39,.2& June 30, 2015 , approximately $46.5 milladrstandby letters of credit expire
within one year, and $10.0 million expire thereaftépon issuance, the Bank recognizes a liabilifyiealent to the amount of fees received
from the customer for these standby letter of ¢realinmitments. Fees are recognized ratably ovetetime of the standby letter of credit. The
estimated fair value of guarantees associatedstdtidby letters of credit was $900,000 as of JnRA15 .

Residential mortgage loans sold into the secondiemket are sold with limited recourse against tben@any, meaning that the Company may
be obligated to repurchase or otherwise reimbimsénvestor for incurred losses on any loans thfitsan early payment default, are not
underwritten in accordance with investor guidelineare determined to have pre-closing borrowerapigsentations. As of June 30, 201
Company had a residential mortgage loan repurateaseve liability of $2.8 million .

Legal Proceeding—The Bank owns 483,80¢hares of Class B common stock of Visa Inc. whiehcanvertible into Class A common stocl

a conversion ratio of 1.6483 per Class A shareofARine 30, 2015, the closing value of the Clashares was $67.13 per share. Utilizing the
conversion ratio, the value of unredeemed Clasquivalent shares owned by the Bank was $53.5 milii® of June 30, 2015, and has not
been reflected in the accompanying financial stat@s The shares of Visa Inc. Class B common sdoekestricted and may not be
transferred. Visa member banks are required to &mescrow account to cover settlements, resolafigending litigation and related claims.
If the funds in the escrow account are insufficiensettle all the covered litigation, Visa Inc.yrsell additional Class A shares and use the
proceeds to settle litigation, thereby reducingabeversion ratio. If funds remain in the escrmecunt after all litigation is settled, the Clas
conversion ratio will be increased to reflect thatplus.

On July 13, 2012, Visa Inc. announced that it hatéred into a memorandum of understanding obligatito enter into a settlement agreen
to resolve the multi-district interchange litigatibrought by the class plaintiffs in the mattedestyin re Payment Card Interchange Fee and
Merchant Discount Antitrust LitigatioiCase No. 5-MD-1720 (JG) (JO) pending in the U.Stiiit Court for the Eastern District of New York.
The claims originally were brought by a class ofUetailers in 2005. The settlement was approyetthd court on December 13, 2013, but
that decision is currently being appealed. Vish&ars of the previously agreed settlement amountappsoximately $4.4 billion . However,
because of the pending appeal, the ultimate edffetttis settlement on the value of the Bank's CEasemmon stock is unknown at this time.

In the ordinary course of business, various clams lawsuits are brought by and against the Compadyits subsidiaries, including the Bank
and Umpqua Investments. In the opinion of managéntegre is no pending or threatened proceedinghich an adverse decision could result
in a material adverse change in the Company's tidased financial condition or results of operason

Concentrations of Credit Risk- The Bank grants real estate mortgage, real estatgtruction, commercial, agricultural and instedht loans
and leases to customers throughout Oregon, WashinGalifornia, Idaho, and Nevada. In managem@amdgment, a concentration exists in
real estate-related loans, which represented appately 79% and 80% of the Bank's loan and leastdghio at June 30, 2015 and

December 31, 2014 , respectively. Commerciale@stdte concentrations are managed to assure widgagshic and business diversity.
Although management believes such concentrations ha more than the normal risk of collectabilaysubstantial decline in the economy in
general, material increases in interest rates,gdmim tax policies, tightening credit or refinamcimarkets, or a decline in real estate values in
the Bank's primary market areas in particular, @dddve an adverse impact on the repayment of thass. Personal and business incomes,
proceeds from the sale of real property, or prosdemm refinancing, represent the primary sourdespayment for a majority of these loans.
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The Bank recognizes the credit risks inherent alidg with other depository institutions. Accordingto prevent excessive exposure to any
single correspondent, the Bank has established-@lestandards for selecting correspondent bankgetisas internal limits for allowable
exposure to any single correspondent. In addittmnBank has an investment policy that sets famtitdtions that apply to all investments with
respect to credit rating and concentrations witfisauaer.

Note 10 — Derivatives

The Bank may use derivatives to hedge the riskhahges in the fair values of interest rate lock mitnments, residential mortgage loans held
for sale, and residential mortgage servicing rigNtene of the Company's derivatives are desigrnagdiedging instruments. Rather, they are
accounted for as free-standing derivatives, or econ hedges, with changes in the fair value ofdbevatives reported in income. The
Company primarily utilizes forward interest ratetracts in its derivative risk management strategy.

The Bank enters into forward delivery contractset residential mortgage loans or mortgage-basleedrities to broker/dealers at specific
prices and dates in order to hedge the interestisdt in its portfolio of mortgage loans held &ale and its residential mortgage loan
commitments. Credit risk associated with forwasdtecacts is limited to the replacement cost of ¢hfmsward contracts in a gain

position. There were no counterparty default legseforward contracts in the three and six moetided June 30, 2015 and 2014 . Market
risk with respect to forward contracts arises ppalty from changes in the value of contractualiposs due to changes in interest rates. The
Bank limits its exposure to market risk by monitgridifferences between commitments to customerdamard contracts with broker/deale
In the event the Company has forward delivery @mtcommitments in excess of available mortgagedotihe Company completes the
transaction by either paying or receiving a feertfrom the broker/dealer equal to the increasgesrease in the market value of the forward
contract. At June 30, 2015, the Bank had commitsnoriginate mortgage loans held for sale tota$377.9 million and forward sales
commitments of $638.0 million , which are used ¢d¢ee both on-balance sheet and off-balance shpeseres.

The Bank's mortgage banking derivative instrumentsot have specific credit risk-related contingeeatures. The forward sales
commitments do have contingent features that mauire transferring collateral to the broker/dealgpsn their request. However, this amount
would be limited to the net unsecured loss expoatiseich point in time and would not materiallyeatfthe Company's liquidity or results of
operations.

The Bank executes interest rate swaps with comaldryanking customers to facilitate their respectigsk management strategies. Those
interest rate swaps are simultaneously hedgedfbgttifig the interest rate swaps that the Bankugesowith a third party, such that the Bank
minimizes its net risk exposure. As of June 30,20the Bank had 339 interest rate swaps with gneggite notional amount of $1.6 billion
related to this program.

In connection with the interest rate swap prograth sommercial customers, the Bank has agreemeititste/ derivative counterparties that
contain a provision where if the Bank defaults oy af its indebtedness, including default whereasgpent of the indebtedness has not been
accelerated by the lender, then the Bank couldizdsteclared in default on its derivative obligatioThe Bank also has agreements with its
derivative counterparties that contain a provisidrere if the Bank fails to maintain its status agedl/adequately capitalized institution, then
the counterparty could terminate the derivativetims and the Bank would be required to settl@iiigations under the agreements.
Similarly, the Bank could be required to settledldigations under certain of its agreements it#fferegulatory events occur, such as if the
Bank were issued a prompt corrective action diveotir a cease and desist order, or if certain atguy ratios fall below specified levels. If the
Bank had breached any of these provisions at JOn2035 , it could have been required to settleliligations under the agreements at the
termination value.

As of June 30, 2015 and December 31, 2014 , thaination value of derivatives in a net liabilitygtion, which includes accrued interest but
excludes any adjustment for nonperformance ridkied to these agreements was $27.9 million andd$28lion , respectively. The Bank has
collateral posting requirements for initial or \&idon margins with its clearing members and cleahouses and has been required to post
collateral against its obligations under these exgents of $45.8 million and $43.5 million as of @0, 2015 and December 31, 2014,
respectively.

The Bank incorporates credit valuation adjustm€i@¥A") to appropriately reflect nonperformancekris the fair value measurement of its
derivatives. As of June 30, 2015, the net CVA dased the settlement values of the Bank's netatamvassets by $1.3 million . Various
factors impact changes in the CVA over time, ingigcchanges in the credit spreads of the partiéise@ontracts, as well as changes in marke
rates and volatilities, which affect the total exigel exposure of the derivative instruments.
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The following tables summarize the types of denest, separately by assets and liabilities, andaheralues of such derivatives as of June 3(
2015 and December 31, 2014 :

(in thousands) Asset Derivatives Liability Derivatives

Derivatives not designated June 30, December 31, June 30, December 31,
as hedging instrument 2015 2014 2015 2014

Interest rate lock commitments $ 4061 $ 2867 $ — % =
Interest rate forward sales commitments 5,11¢ 16 56€ 2,627
Interest rate swaps 25,73¢ 26,321 26,94( 28,15¢
Foreign currency derivative 13 56& 10 102
Total $ 34927 $ 29,778 $ 27,51t $ 30,88¢

The fair values of the derivatives are recordedtirer assets and other liabilities. The followiagle summarizes the types of derivatives and
the gains (losses) recorded during the three anmdanths ended June 30, 2015 and 2014 :

(in thousands) Three months ended Six Months Ended
Derivatives not designated June 30, June 30,
as hedging instrument 2015 2014 2015 2014

Interest rate lock commitments $ (2,969 $ 6,09¢ $ 1,19« $ 6,78
Interest rate forward sales commitments 10,21: (13,369 5,10¢ (16,01¢)
Interest rate swaps 1,40¢ (1,787 625 (3,007)
Foreign currency derivative 1 17 (459 17

Total $ 8,65¢ $ (9,039 $ 6,46¢ $ (12,219

The gains and losses on the Company's mortgagengaaérivatives are included in mortgage bankingreie. The gains and losses on the
Company's interest rate swaps and foreign currdedyative are included in other income.

The following table summarizes the derivatives tieate a right of offset as of June 30, 2015 ancebdoer 31, 2014 :

(in thousands) Gross Amounts Not Offset in the
Statement of Financial Position

Gross
Amounts Net Amounts of
Offsetinthe  Assets/Liabilities
Gross Amounts  Statement of  presented in the

of Recognized Financial Statement of Financial Collateral
Assets/Liabilities Position Financial Position Instruments Posted Net Amount
June 30, 2015
Derivative Assets
Interest rate swaps $ 25,73 % — $ 25,73: $ (203 % — $ 2553
Derivative Liabilities
Interest rate swaps $ 26,94( $ — $ 26,94( $ (205) $ (26,73) $ —
December 31, 2014
Derivative Assets
Interest rate swaps $ 26,327 $ — $ 26,327 $ (231) $ — $  26,19¢
Derivative Liabilities
Interest rate swaps $ 28,15¢ $ — $ 28,15¢ $ (131) $ (28,027) $ —
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Note 11 — Shareholders' Equity and Stock Compensaii

On April 18, 2014, the Company completed the Mergigh Sterling. The details of the conversion oéf8hg common stock, stock options,
and restricted stock units are included in Not&H conversion resulted in the issuance of 1040835shares of common stock, 994,214
restricted stock units, and 439,921 stock optioasitgd. Additionally, the 2,960,23fitstanding Sterling warrants were converted indorants
exercisable to receive 1.671 shares of Umpqua steckvarrant, with an exercise price of $12.88fak® merger date. In November 2014, the
warrants were net exercised in full for 2,889,88éres and $6.6 million , and are no longer outsteynd

At a special meeting on February 25, 2014, the Gomis shareholders approved an amendment to th@&y's articles of incorporation,
effective on April 18, 2014, increasing the numbgauthorized shares of common stock to 400,000,000

Stock-Based Compensation

The compensation cost related to stock optiongiicesd stock and restricted stock units (inclu@edalaries and employee benefits) was $4.4
million and $7.6 million for the three and six mbstended June 30, 2015 , as compared to $3.6 mdhd $5.1 million for the three and six
months ended June 30, 2014 . The total incomeedagfii recognized related to stock-based compemsatas $1.6 million and $2.8 millidior
the three and six months ended June 30, 2015 gsazethto $1.4 million and $2.0 million for the thrand six months ended June 30, 2014 .

The following table summarizes information abowic&toption activity for the six months ended Jufe 2015 :

(in thousands, except per share data) Six Months Ended June 30, 2015
Weighted-Avg
Remaining
Options Weighted-Avg Contractual Aggregate
Outstanding Exercise Price Term (Years) Intrinsic Value
Balance, beginning of period 807 $ 16.8(
Granted/Assumed — % —
Exercised (70) $ 10.8¢
Forfeited/expired (251) $ 22.8¢
Balance, end of period 48€  $ 14.5] 436 $ 2,35¢
Options exercisable, end of period 435 g 14.7¢ 410 $ 2,06

The total intrinsic value (which is the amount blgigh the stock price exceeded the exercise pridh®ate of exercise) of options exercised
during the three and six months ended June 30, 8%3320,000 and $465,000 , as compared to the #md six months ended June 30, 201
of $1.4 million and $2.8 million .

During the three and six months ended June 30, 28famount of cash received from the exercisaarfk options was $105,000 and
$194,000 , respectively, as compared to the thmdesix months ended June 30, 2014 of $3.4 milliweh $4.3 million , respectively. Total
consideration was $621,000 and $760,000 for treetlnd six months ended June 30, 2015 , respeagtasetompared to the three and six
months ended June 30, 2014 of $3.6 million and $6llion , respectively.
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The fair value of each option grant is estimatedfabe grant date using the Black-Scholes optiooipg model. There were no stock options

granted in the six months ended June 30, 2015 fdlleaving weighted average assumptions were usetktermine the fair value of stock
options grants as of grant date for the six moatided June 30, 2014 :

Six Months Ended

June 30,
2014
Dividend yield 3.25%
Expected life (years) 6.7¢
Expected volatility 31%
Risk-free rate 0.91%
Weighted average fair value of options on daterahy $ 3.22

The Company grants restricted stock periodicalhtlie benefit of employees and directors. Resttisteares issued prior to 2011 generally
on an annual basis over five years. Restricteceshasued since 2011 generally vest over a thraepgzriod, subject to time or time plus
performance vesting conditions. The following eablimmarizes information about nonvested restrighede activity for the six months ended
June 30, 2015 :

(in thousands, except per share data) Six Months Ended June 30, 2015
Restricted Weighted
Shares Average Grant
Outstanding Date Fair Value
Balance, beginning of period 1,38¢ $ 15.3¢
Granted/Assumed 58¢ $ 15.6¢
Released (415 $ 14.0¢
Forfeited/expired 97 $ 15.7:
Balance, end of period 1,46 g 16.11

The total fair value of restricted shares vestatir@eased during the three and six months endes 30, 2015 was $1.7 million and $6.8
million , respectively, as compared to the threg sik months ended June 30, 2014 of $878,000 ardrfilion , respectively.

The Company granted restricted stock units astaopsine 2007 Long Term Incentive Plan for the b certain executive officers. In
addition, the Company granted restricted stocksunitonnection with the acquisition of Sterlingraplacement awards. Restricted stock unit
grants may be subject to performance-based veatingell as other approved vesting conditions. ok number of restricted stock units
granted represents the maximum number of restritmek units eligible to vest based upon the parforce and service conditions set forth in
the grant agreements.

(in thousands, except per share data) Six Months Ended June 30, 2015
Restricted Weighted
Stock Units Average Grant
Outstanding Date Fair Value
Balance, beginning of period 67t $ 18.0¢
Granted/Assumed — % —
Released (229) % 17.9:
Forfeited/expired 112 $ 18.4¢«
Balance, end of period 334 3 18.5¢

The total fair value of restricted stock units eesaénd released during the three and six monthsdehghe 30, 2015 was $2.5 million and $3.9
million as compared to the three and six month&drline 30, 2014 of $4.4 million and $5.7 million .
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As of June 30, 2015, there was $185,000 of tatetepgnized compensation cost related to nonvestett options which is expected to be
recognized over a weighted-average period of 1€8sy As of June 30, 2015, there was $12.5 mitifdotal unrecognized compensation «
related to nonvested restricted stock awards wisielxpected to be recognized over a weighted-aeguagod of 1.58 years. As of June 30,
2015 , there was $5.4 million of total unrecognizechpensation cost related to nonvested restrattezk units which is expected to be
recognized over a weighted-average period of 1283y assuming expected performance conditionsiare

For the three and six months ended June 30, 20E5Gompany received income tax benefits of $1liamiand $4.4 million , respectively, as
compared to the three and six months ended Jurz02@, of $2.5 million and $5.7 million , respectivaelated to the exercise of nguralified
employee stock options, disqualifying dispositionsthe exercise of incentive stock options, theingof restricted shares and the vesting of
restricted stock units. In the six months ended R0 2015 , the Company had net excess tax bétzefibenefit resulting from tax deductions
greater than the compensation cost recognized328,800 , as compared to $1.2 million of net extasbenefit for the six months ended
June 30, 2014 .

Note 12 — Income Taxes

The Company and its subsidiaries file income tarns in the U.S. federal jurisdiction, as wellimshe majority of states and in Canada. The
Company acquired a $276.8 million net deferredasset before acqusition accounting adjustmentseitMerger, including $238.4 million of
federal and state net operating loss ("NOL") axcctadit carry-forwards. The Merger triggered awfiership change" as defined in Section
382 of the Internal Revenue Service Code ("Se@R#ti'). As a result of being subject to Section 382, Company will be limited in the
amount of federal NOL carry-forwards that can bedugnnually to offset future taxable income. ThenPany believes it is more likely than
not that it will be able to fully realize the beneff its federal NOL carry-forwards. The Comparigaabelieves that it is more likely than not
that the benefit from certain state and foreign NedId tax credit carry-forwards will not be realizattl therefore has provided a valuation
allowance of $2.7 million against the deferreddazets relating to these NOL and tax credit cayrydirds.

The Company had gross unrecognized tax benef#2 & million as of June 30, 2015 . If recognizib@, unrecognized tax benefit would
reduce the 2015 annual effective tax rate by 0.@tiring the three and six months ended June 315 2€he Company accrued $31,000 and
$17,000 of interest relating to its liability fonkecognized tax benefits. Interest on unrecogniardenefits is reported by the Company as a
component of tax expense. As of June 30, 201& atlerued interest related to unrecognized taxfitemeas $416,000 .

Note 13 — Earnings Per Common Share

Nonvested sha-based payment awards that contain nonforfeitaghgsito dividends or dividend equivalents are pguditing securities and ¢
included in the computation of earnings per sharsymnt to the two-class method. The wlass method is an earnings allocation formula
determines earnings per share for each class afoonstock and participating security accordingitadgénds declared (or accumulated) and
participation rights in undistributed earnings. {@ar of the Company's nonvested restricted stockrdsvqualify as participating securities.

Net earnings is allocated between the common stadkparticipating securities pursuant to the-class methodBasic earnings per common
shareis computed by dividing net earnings availabledmmon shareholders by the weighted average nunilsenamon shares outstanding
during the period, excluding participating nonvestestricted shares.

Diluted earnings per common shés computed in a similar manner, except that fiistdenominator is increased to include the nuraber
additional common shares that would have beenandstg if potentially dilutive common shares, exithg the participating securities, were
issued using the treasury stock method. For aibgsipresented, stock options, certain restrictecksawards and restricted stock units are the
only potentially dilutive non-participating instr@mts issued by the Company. Next, we determingrahade in diluted earnings per common
share calculation the more dilutive effect of tlagtigipating securities using the treasury stockhoeé or the two-class method. Undistributed
losses are not allocated to the nonvested shaestyment awards (the participating securitiegeuthe two-class method as the holders ar
not contractually obligated to share in the lossabe Company.
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The following is a computation of basic and dilutatnings per common share for the three and sitheended June 30, 2015 and 2014 :

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

NUMERATORS:

Net income $ 54,78: $ 1754. $ 101,91 $ 36,19:

Less:

Dividends and undistributed earnings allocatedaitigpating

securitieq1) 93 83 177 19€

Net earnings available to common shareholders $ 54,69. $ 17,45¢ % 101,73t $ 35,99°

DENOMINATORS:
Weighted average number of common shares outsi@gndin

basic 220,46: 196,31: 220,40t 154,47

Effect of potentially dilutive common shares 687 1,32¢ 682 80:<

Weighted average number of common shares outs@gndin

diluted 221,15( 197,63t 221,08t 155,27t
EARNINGS PER COMMON SHARE:

Basic $ 0.2t $ 0.0¢ $ 0.4¢ $ 0.2:

Diluted $ 0.2t % 0.0¢ $ 0.4¢ $ 0.2:2

(1) Represents dividends paid and undistributed easratigcated to nonvested restricted stock awi
(2) Represents the effect of the assumed exavtistack options, vesting of non-participating rieséd shares, and vesting of restricted stock
units, based on the treasury stock method.

The following table presents the weighted averagstanding securities that were not included indtvputation of diluted earnings per
common share because their effect would be anttidd for the three and six months ended June @05 2and 2014 .

(in thousands) Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Stock options — 51¢ — 273

Note 14 — Segment Information

The Company operates two primary segments: ComsBiibking and Home Lending. The Community Bankiagreent's principal business
focus is the offering of loan and deposit productbusiness and retail customers in its primaryketaareas. As of June 30, 2015, the
Community Banking segment operated 383 locatiormutthout Oregon, Washington, California, Idaho, Riedada.

The Home Lending segment, which operates as ai@ivid the Bank, originates, sells and servicegleggial mortgage loans.
In the second quarter of 2014, the Company combiseéfealth Management segment into the Commungtykdihg segment as Wealth

Management no longer met the definition of an ofigesegment. The segment results for comparablegsehave been modified to reflect"
current period presentation.
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Summarized financial information concerning the @amy's reportable segments and the reconciliatidihe consolidated financial results is
shown in the following tables:

(in thousands) Three Months Ended June 30, 2015
Community Home
Banking Lending Consolidated

Interest income $ 206,68¢ $ 25,78. $ 232,47(
Interest expense 12,19: 2,13( 14,32:

Net interest income 194,49° 23,65 218,14¢
Provision for loan and lease losses 9,34« 1,91( 11,25«
Non-interest income 32,87( 47,52¢ 80,39
Non-interest expense 169,11! 32,78 201,89

Income before income taxes 48,90¢ 36,48¢ 85,39¢
Provision for income taxes 17,54¢ 13,06: 30,61:
Net income 31,35¢ 23,42°¢ 54,78«
Dividends and undistributed earnings allocatedautigipating securities 93 — 93
Net earnings available to common shareholders $ 31,26¢ % 23,42 % 54,69
(in thousands) Six Months Ended June 30, 2015

Community Home
Banking Lending Consolidated

Interest income $ 41431 $ 48,011 $ 462,33(
Interest expense 24,21 4,06: 28,27

Net interest income 390,10¢ 43,95( 434,05¢
Provision for loan and lease losses 21,77 2,11¢ 23,89:
Non-interest income 61,82t 82,16¢ 143,99
Non-interest expense 334,34( 60,65¢ 394,99!

Income before income taxes 95,81¢ 63,34¢ 159,16«
Provision for income taxes 33,74 23,50¢ 57,25
Net income 62,07¢ 39,83¢ 101,91:
Dividends and undistributed earnings allocatedatigipating securities 177 — 177
Net earnings available to common shareholders $ 61,89t $ 39,83t § 101,73t
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(in thousands)

Interest income
Interest expense
Net interest income
Provision for loan and lease losses
Non-interest income
Non-interest expense
Income before income taxes
Provision for income taxes
Net income
Dividends and undistributed earnings allocatedautigipating securities

Net earnings available to common shareholders

Interest income
Interest expense
Net interest income
Provision for loan and lease losses
Non-interest income
Non-interest expense
Income before income taxes
Provision for income taxes
Net income
Dividends and undistributed earnings allocatedatigipating securities

Net earnings available to common shareholders

(in thousands)

Total assets
Total loans and leases
Total deposits

(in thousands)

Total assets
Total loans and leases
Total deposits
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Three Months Ended June 30, 2014

Community Home
Banking Lending Consolidated
$ 207,49° $ 17,47C % 224,96
11,36 1,34: 12,70¢
196,13: 16,12} 212,25¢
14,69¢ — 14,69¢
20,91t 24,55! 45,46¢
195,29¢ 18,83t 214,13:
7,05t 21,84 28,89¢
2,61¢ 8,731 11,35¢
4,43¢€ 13,10¢ 17,54
83 — 83
$ 435 $ 13,10¢ $ 17,45¢
Six Months Ended June 30, 2014
Community Home
Banking Lending Consolidated
$ 317,65 $ 23,19: $ 340,84
18,85t 1,89¢ 20,75(
298,79¢ 21,29¢ 320,09°
20,66 — 20,66"
33,63 35,07: 68,70
284,63( 26,01¢ 310,64¢
27,13¢ 30,35( 57,48
9,152 12,14( 21,29:
17,98: 18,21( 36,19
19¢€ — 19€
$ 17,787 $ 18,21( $ 35,99°
June 30, 2015
Community Home
Banking Lending Consolidated
$ 19,898,83 $ 2,894,49. $ 22,793,33
$ 13,582,49 $ 2,391,70. $ 15,974,19
$ 17,083,07 $ 61,97: $ 17,145,04
December 31, 2014
Community Home
Banking Lending Consolidated
$ 20,095,18 $ 251471 $ 22,609,90
$ 13,181,46 $ 2,146,26' $ 15,327,73
$ 16,850,68 $ 41417 $ 16,892,09
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Note 15 — Fair Value Measurement

The following table presents estimated fair valoethe Company's financial instruments as of JUhe2815 and December 31, 2014 , whethel
or not recognized or recorded at fair value inGtomdensed Consolidated Balance Sheets

(in thousands) June 30, 2015 December 31, 2014

Carrying Fair Carrying Fair
Value Value Value Value

FINANCIAL ASSETS:

Cash and cash equivalents $ 879,94 % 879,94 $ 1,605,17. $ 1,605,17
Trading securities 10,00¢ 10,00¢ 9,99¢ 9,99¢
Investment securities available for sale 2,557,24! 2,557,24! 2,298,55! 2,298,55!
Investment securities held to maturity 4,807 5,31( 5,211 5,55¢
Loans held for sale 419,70 419,70 286,80: 286,80:.
Loans and leases, net 15,847,12 15,707,43 15,211,56. 15,252,08
Restricted equity securities 46,91° 46,91° 119,33« 119,33«
Residential mortgage servicing rights 127,20t 127,20¢ 117,25¢ 117,25¢
Bank owned life insurance assets 295,55; 295,55:; 294,29¢ 294,29¢
FDIC indemnification asset 432 28¢ 4,417 2,05¢
Derivatives 34,92° 34,92° 29,77 29,77"
Visa Class B common stock — 50,85 — 49,66:
FINANCIAL LIABILITIES:

Deposits $ 17,14504 $ 17,147,09 $ 16,892,09° ¢ 16,893,89
Securities sold under agreements to repurchase 325,71: 325,71: 313,32: 313,32:
Term debt 889,99 897,89¢ 1,006,39! 1,018,94
Junior subordinated debentures, at fair value 252,21 252,21 249,29: 249,29:
Junior subordinated debentures, at amortized 101,41! 74,70( 101,57¢ 73,84(
Derivatives 27,51¢ 27,51¢ 30,88¢ 30,88¢
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Fair Value of Assets and Liabilities Measured onRecurring Basis

The following tables present information about @@mpany's assets and liabilities measured at &iirevon a recurring basis as of June 30,
2015 and December 31, 2014 :

(in thousands) June 30, 2015

Description Total Level 1 Level 2 Level 3
FINANCIAL ASSETS:

Trading securities

Obligations of states and political subdivisions $ 384 % — 384 % —
Equity securities 9,621 9,621 — —
Investment securities available for sale
U.S. Treasury and agencies 227 — 227 —
Obligations of states and political subdivisions 328,93! — 328,93! —
Residential mortgage-backed securities and codlited mortgage
obligations 2,226,02! — 2,226,02! —
Investments in mutual funds and other equity séesri 2,06: — 2,06: —
Loans held for sale, at fair value 413,21¢ 413,21¢
Residential mortgage servicing rights, at fair ealu 127,20t — — 127,20t
Derivatives
Interest rate lock commitments 4,061 — — 4,061
Interest rate forward sales commitments 5,11¢ — 5,11¢ —
Interest rate swaps 25,73¢ — 25,73¢ —
Foreign currency derivative 13 — 13 —
Total assets measured at fair value $ 3,142,60; $ 9,621 $ 3,001,71. $ 131,26
FINANCIAL LIABILITIES:
Junior subordinated debentures, at fair value $ 252,21 $ — % — 252,21«
Derivatives
Interest rate forward sales commitments 56€ — 56€ —
Interest rate swaps 26,94( — 26,94( —
Foreign currency derivative 10 — 10 —
Total liabilities measured at fair value $ 279,73 § — 8 27,51¢ § 252,21
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(in thousands) December 31, 2014

Description Total Level 1 Level 2 Level 3
FINANCIAL ASSETS:
Trading securities

Obligations of states and political subdivisions $ 124 $ —  $ 124 $ —
Equity securities 5,28: 5,28: — —
Other investments securitigg 4,597 — 4,59; —
Available for sale securities
U.S. Treasury and agencies 22¢ — 22¢ —
Obligations of states and political subdivisions 338,40 — 338,40: —
Residential mortgage-backed securities and cotlitedd mortgage
obligations 1,957,85. — 1,957,85. —
Investments in mutual funds and other equity séesri 2,07(C — 2,07C —
Loans held for sale 286,80: 286,80:
Residential mortgage servicing rights, at fair ealu 117,25¢ — — 117,25¢
Derivatives
Interest rate lock commitments 2,861 — — 2,861
Interest rate forward sales commitments 16 — 16 —
Interest rate swaps 26,321 — 26,321 —
Foreign currency derivative 56& — 56& —
Total assets measured at fair value $ 2,742,390 $ 528 $ 2,616,98 $ 120,12t
FINANCIAL LIABILITIES:
Junior subordinated debentures, at fair value $ 249,29: % — 3 — $ 249,29:
Derivatives
Interest rate forward sales commitments 2,621 — 2,627 —
Interest rate swaps 28,15¢ — 28,15¢ —
Foreign currency derivative 10z — 10z —
Total liabilities measured at fair value $ 280,18. $ — 3 30,88t $ 249,29

(1) Principally represents U.S. Treasury and agsnar residential mortgadeacked securities issued or guaranteed by govetaihregencies
The following methods were used to estimate theviaue of each class of financial instrument above

Cash and Cash Equivalents For short-term instruments, including nonintetestring cash and interest bearing cash, the ogramount is a
reasonable estimate of fair value.

Securities— Fair values for investment securities are baseguamted market prices when available or throughuteeof alternative approach
such as matrix or model pricing, or broker indicatbids, when market quotes are not readily adokessi available. Management periodically
reviews the pricing information received from the&d-party pricing service and compares it to aoseery pricing service, evaluating
significant price variances between services terdgine an appropriate estimate of fair value torep

Loans Held for Sal— Fair value for residential mortgage loans heldsme is determined based on quoted secondaryetnanikes for similar
loans, including the implicit fair value of embeddgervicing rights. For non-residential mortgagen® held for sale, these loans are accounte
for at lower of cost or market based on the estchahles price.

Loans and Lease— Fair values are estimated for portfolios of loarth similar financial characteristics. Loans aegregated by type,
including commercial, real estate and consumerdoBach loan category is further segregated bylfared adjustable rate loans. The fair value
of loans is calculated by discounting expected ¢lasts at rates which similar loans are currentynig made. These amounts are discounted
further by embedded probable losses expected tedbeed in the portfolio.
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Restricted Equity Securiti— The carrying value of restricted equity secusiproximates fair value as the shares can onfgdeemed by
the issuing institution at par.

Residential Mortgage Servicing Rigl— The fair value of mortgage servicing rights ifireated using a discounted cash flow

model. Assumptions used include market discoumsranticipated prepayment speeds, delinquencyoaedosure rates, and ancillary fee
income net of servicing costs. This model is pedallly validated by an independent external moddidation group. The model assumptions
and the MSR fair value estimates are also comparetservable trades of similar portfolios as vaslito MSR broker valuations and industry
surveys, as available. Management believes théfisim inputs utilized are indicative of those theould be used by market participants.

Bank Owned Life Insurance Ass— Fair values of insurance policies owned are baseithe insurance contract's cash surrender value.

FDIC Indemnification Asse— The FDIC indemnification asset is calculatedresdxpected future cash flows under the loss-shgreement
discounted by a rate reflective of the creditwaréisis of the FDIC as would be required from the etark

Visa Inc. Class B Common SteekThe fair value of Visa Class B common stock ignested by applying a 5% discount to the valuehef t
unredeemed Class A equivalent shares. The dispoumarily represents the risk related to the fartpotential reduction of the conversion
ratio between Class B and Class A shares and idiligiuisk premium.

Deposits— The fair value of deposits with no stated magysuch as non-interest bearing deposits, savindsréerest checking accounts, and
money market accounts, is equal to the amount paysbdemand. The fair value of certificates ofalpis based on the discounted value of
contractual cash flows. The discount rate is eg@chasing the rates currently offered for depasfitsimilar remaining maturities.

Securities Sold under Agreements to Repurcha$®r short-term instruments, including securigel under agreements to repurchase and
federal funds purchased, the carrying amount é&aaanable estimate of fair value.

Term Debt— The fair value of medium term notes is calculdiaded on the discounted value of the contracasi ows using current rates
at which such borrowings can currently be obtained.

Junior Subordinated Debentur— The fair value of junior subordinated debentusesstimated using an income approach valuation
technique. The significant inputs utilized in #stimation of fair value of these instruments &eedredit risk adjusted spread and three montt
LIBOR. The credit risk adjusted spread represdr@sibnperformance risk of the liability, contemiplgtthe inherent risk of the obligation. The
Company periodically utilizes an external valuatiom to determine or validate the reasonablenéaspoits and factors that are used to
determine the fair value. The ending carrying Jfaalue of the junior subordinated debentures nrealsat fair value represents the estimated
amount that would be paid to transfer these litdediin an orderly transaction amongst market gigdints. Due to credit concerns in the ca|
markets and inactivity in the trust preferred méskhat have limited the observability of marketesls, we have classified this as a Level 3
fair value measure.

Derivative Instrument— The fair value of the interest rate lock commitrtseand forward sales commitments are estimatea) ugioted or
published market prices for similar instrumentgusiitd for factors such as pttirough rate assumptions based on historical irdtion, wher:
appropriate. The pull-through rate assumptioncansidered Level 3 valuation inputs and are sicguift to the interest rate lock commitment
valuation; as such, the interest rate lock commitnaerivatives are classified as Level 3. TheValue of the interest rate swaps is determinec
using a discounted cash flow technique incorpogatiredit valuation adjustments to reflect nonperfance risk in the measurement of fair
value. Although the Bank has determined that thprita of the inputs used to value its intereseratvap derivatives fall within Level 2 of the
fair value hierarchy, the CVA associated with igsidatives utilize Level 3 inputs, such as estimatkecurrent credit spreads to evaluate the
likelihood of default by itself and its counterpast However, as of June 30, 2015 , the Bank heesaed the significance of the impact of the
CVA on the overall valuation of its interest rateap positions and has determined that the CVA ateignificant to the overall valuation of
interest rate swap derivatives. As a result, thekBeas classified its interest rate swap derivataleations in Level 2 of the fair value
hierarchy.
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Assets and Liabilities Measured at Fair Value Usiigignificant Unobservable Inputs (Level 3
The following table provides a description of tteuation technique, significant unobservable inpaitgl qualitative information about the

unobservable inputs for the Company's assets ahiiities classified as Level 3 and measured atvigue on a recurring basis at June 30,
2015:

Financial Instrument Valuation Technique Unobservable Input Weighted Average
Residential mortgage servicing rights Discounted cash flow

Constant Prepayment Rate 12.22%

Discount Rate 9.17%
Interest rate lock commitment Internal Pricing Mbd

Pull-through rate 85.40%
Junior subordinated debentures Discounted cash flo

Credit Spread 6.04%

Generally, any significant increases in the cortgtagpayment rate and discount rate utilized inféirevalue measurement of the residential
mortgage servicing rights will result in negatieérfvalue adjustments (and a decrease in the dlevmeasurement). Conversely, a decrease
the constant prepayment rate and discount rateasilllt in a positive fair value adjustment (anct@ase in the fair value measurement).

An increase in the pull-through rate utilized ie flair value measurement of the interest rate tmrkmitment derivative will result in positive
fair value adjustments (and an increase in thevidite measurement.) Conversely, a decrease ppulhthrough rate will result in a negative
fair value adjustment (and a decrease in the &irermeasurement.)

Management believes that the credit risk adjugbeelasl utilized in the fair value measurement ofjtiméor subordinated debentures carried at
fair value is indicative of the nonperformance fskemium a willing market participant would requineder current market conditions, that is,
the inactive market. Management attributes the gham fair value of the junior subordinated debesguduring the period to market changes il
the nonperformance expectations and pricing oftiie of debt, and not as a result of changes t@wotityspecific credit risk. The widening
the credit risk adjusted spread above the Companpsactual spreads has primarily contributedhéogositive fair value adjustments. Future
contractions in the credit risk adjusted spreadtnes to the spread currently utilized to meashee@ompany's junior subordinated debentures
at fair value as of June 30, 2015, or the passhtime, will result in negative fair value adjustnts. Generally, an increase in the credit risk
adjusted spread and/or a decrease in the threnrhBOR swap curve will result in positive fair ved adjustments (and decrease the fair \
measurement). Conversely, a decrease in the cigdadjusted spread and/or an increase in tleetimonth LIBOR swap curve will result in
negative fair value adjustments (and increasedherélue measurement).
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The following table provides a reconciliation obats and liabilities measured at fair value usiggiicant unobservable inputs (Level 3) on a
recurring basis during the three and six month&érdine 30, 2015 and 2014 .

(in thousands)

Net change in
unrealized gains

Change or (losses) relating
Beginning included in Purchases Sales and Ending to items held at

Three Months Ended June 30, Balance earnings and issuances settlements Balance end of period
2015
Residential mortgage servicing rights $ 116,36! $ (425 % 11,26« $ — $ 127,20t $ 1,45¢
Interest rate lock commitment, net 7,02t (787) 11,60¢ (13,787 4,061 4,061
Junior subordinated debentures, at fair
value 250,65: 3,957 — (2,395 252,21 3,951
2014
Residential mortgage servicing rights $  49,22( $ (31600 $ 68,13. $ — $ 11419 % (2,60))
Interest rate lock commitment, net 1,39¢ (4,806 12,931 (5,120 4,40¢ 4,40¢
Junior subordinated debentures, at fair
value 87,80( 3,271 156,84( (1,840 246,07 3,271

(in thousands)

Net change in
unrealized gains

Change or (losses) relating
Beginning included in Purchases Sales and Ending to items held at

Six Months Ended June 30, Balance earnings and issuances settlements Balance end of period
2015
Residential mortgage servicing rights $ 117,25¢ $ (10,159 $ 20,10 $ — 3 127,20t $ (6,315)
Interest rate lock commitment, net 2,867 (3,64%) 30,66¢ (25,827 4,061 4,061
Junior subordinated debentures, at fai
value 249,29: 7,83t — (4,919 252,21 7,83¢
2014
Residential mortgage servicing rights $  47,76¢ $ (4119 $ 7054( $ — 3 114,19. $ (399
Interest rate lock commitment, net 70€ (4,119 16,171 (8,360 4,40¢ 4,40¢
Junior subordinated debentures, at fair
value 87,27 4,76 156,84( (2,809 246,07 4,76

Losses on residential mortgage servicing rightseduat fair value are recorded in residential gage banking revenue within non-interest
income. Gains (losses) on interest rate lock comanitts carried at fair value are recorded in residiemortgage banking revenue within non-
interest income. Gains (losses) on junior subotdthdebentures carried at fair value are recond@n-interest income. The contractual
interest expense on the junior subordinated debemts recorded on an accrual basis as intergsingor subordinated debentures within
interest expense. Settlements related to the jsnibordinated debentures represent the paymentofed interest that is embedded in the fair
value of these liabilities.

Additionally, from time to time, certain assets areasured at fair value on a nonrecurring baskes& adjustments to fair value generally

result from the application of lower-of-cost-or-rkar accounting or write-downs of individual ass#ig to impairment, typically on collateral
dependent loans.
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Fair Value of Assets and Liabilities Measured at Fa/alue on a Nonrecurring Basis
The following table presents information about @@mpany's assets and liabilities measured at &iiravon a nonrecurring basis for which a

nonrecurring change in fair value has been recoddeithg the reporting period. The amounts disaddselow represent the fair values at the
time the nonrecurring fair value measurements weade, and not necessarily the fair value as ofitites reported upon.

(in thousands) June 30, 2015
Total Level 1 Level 2 Level 3
Loans and leases $ 17,837 $ —  $ — 3 17,83:
Other real estate owned 862 — — 862
$ 18,69¢ $ — ¢ — 8 18,69¢
(in thousands) December 31, 2014
Total Level 1 Level 2 Level 3
Loans and leases $ 14,72 $ — ¢ — 3 14,72(
Other real estate owned 12,74 — — 12,74:
$ 27,46, $ — ¢ — 8 27,46

The following table presents the losses resultingifnonrecurring fair value adjustments for theéhand six months ended June 30, 2015 an
2014 .

(in thousands) Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Loans and leases $ 6,951 $ 2,67¢ $ 17,44 $ 5,25¢
Other real estate owned 94 16 2,48¢ 11t
Total loss from nonrecurring measurements $ 7,051 § 2,69C § 19,92¢  $ 5,37«

The following provides a description of the valoattechnique and inputs for the Company’s assetdialilities classified as Level 3 and
measured at fair value on a nonrecurring basisbsewable inputs and qualitative information altbetunobservable inputs are not presente
as the fair value is determined by third-party infation. The loans and leases amount above repisdsgpaired, collateral dependent loans
that have been adjusted to fair value. When wetifyea collateral dependent loan as impaired, veasure the impairment using the current
fair value of the collateral, less selling cosBepending on the characteristics of a loan, thevigue of collateral is generally estimated by
obtaining external appraisals. If we determiné tha value of the impaired loan is less than #wrded investment in the loan, we recognize
this impairment and adjust the carrying value efltsan to fair value through the allowance for laad lease losses. The loss represents
charge-offs or impairments on collateral depenttears for fair value adjustments based on theviaire of collateral.

The other real estate owned amount above represapdsred real estate that has been adjustedrtodhie. Other real estate owned repres
real estate which the Bank has taken control ghiriial or full satisfaction of loans. At the timé&foreclosure, other real estate owned is
recorded at the lower of the carrying amount ofltia® or fair value less costs to sell, which beesttie property’'s new basis. Any write-
downs based on the asset's fair value at the dataisition are charged to the allowance for land lease losses. After foreclosure,
management periodically performs valuations suehttie real estate is carried at the lower oféts ost basis or fair value, net of estimated
costs to sell. Fair value adjustments on otherestte owned are recognized within net loss drestate owned. The loss represents
impairments on other real estate owned for faingadjustments based on the fair value of theastate.
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Fair Value Option

The following table presents the difference betwihenaggregate fair value and the aggregate umpaddipal balance of loans held for sale
accounted for under the fair value option as o£J8®, 2015 and December 31, 2014 :

(in thousands) June 30, 2015 December 31, 2014
Fair Value Fair Value
Aggregate Less Aggregate Aggregate Less Aggregate
Unpaid Unpaid Unpaid Unpaid
Fair Principal Principal Fair Principal Principal
Value Balance Balance Value Balance Balance
Loans held for sale $ 41321 $ 400,94: $ 12,27 $ 286,80: $ 274,24 $ 12,557

Residential mortgage loans held for sale accoufistednder the fair value option are measured ithjtiat fair value with subsequent changes in
fair value recognized in earnings. Gains and lof®s@s such changes in fair value are reported @mgonent of residential mortgage banking
revenue, net in th€onsolidated Statements of Inconter the three and six months ended June 30, 20E5Company recorded a net decr:

in fair value of $5.2 million and $282,000 . Foetthree and six months ended June 30, 2014 , thgo&@uwy recorded a net increase of $12.3
million and $12.6 million , representing the chamngéair value reflected in earnings.

There were no nonaccrual residential mortgage lbatdsfor sale or residential mortgage loans hetdséle 90 days or more past due and still
accruing interest as of June 30, 2015 and DeceBhe2014 , respectively.

The Company selected the fair value measuremeitrofar existing junior subordinated debentureg (thmpqua Statutory Trusts) and for
junior subordinated debentures acquired from 3igrir he remaining junior subordinated debenturegwequired through previous busin
combinations and were measured at fair value dirtesof acquisition and subsequently measurednattazed cost.

Accounting for the selected junior subordinatedafebres at fair value enables us to more closéy alur financial performance with the
economic value of those liabilities. Additionallye believe it improves our ability to manage theketaand interest rate risks associated with
the junior subordinated debentures. The junior slibhated debentures measured at fair value andtem@dicost are presented as separate line
items on the balance sheet. The ending carrying (falue of the junior subordinated debenturessuesd at fair value represents the estim
amount that would be paid to transfer these litdxdiin an orderly transaction amongst market gigdints under current market conditions &
the measurement date.

Due to inactivity in the junior subordinated deheatmarket and the lack of observable quotes gfansimilar, junior subordinated debenture
liabilities or the related trust preferred secestivhen traded as assets, we utilize an income@agpraluation technique to determine the fair
value of these liabilities using our estimatiomudrket discount rate assumptions. The Company wrsréictivity in the trust preferred and
related markets, to the extent available, changlesed to the current and anticipated future irstiera&te environment, and considers our entity-
specific creditworthiness, to validate the reastavadss of the credit risk adjusted spread and tafeegield utilized in our discounted cash flow
model. Regarding the activity in and conditiortle junior subordinated debt market, we noted reenlable changes in the current period as
it relates to companies comparable to our sizecandition, in either the primary or secondary mé&skeRelating to the interest rate
environment, we considered the change in slopeshage of the forward LIBOR swap curve in the curpariod, the effects of which did not
result in a significant change in the fair valugtadse liabilities.
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Item 2. Management's Discussion and Analygsof Financial Condition and Results of Operations

Forward-Looking Statements

This Report contains certain forward-looking statais, within the meaning of Section 27A of the Sieis Act of 1933 and Section 21E of
the Securities Exchange Act of 1934, which arenidésl to be covered by the safe harbor for "forwaading statements” provided by the
Private Securities Litigation Reform Act of 19951€Be statements may include statements that ekpogsmplicitly predict future results,
performance or events. Statements other than statsrof historical fact are forwatdeking statements. You can find many of theseestant
by looking for words such as "anticipates,” "exggctbelieves," "estimates" and "intends" and wardphrases of similar meaning. We make
forward-looking statements regarding our liquidityd projected sources of funds and use of procesdsability of acquisition and growth
opportunities; dividends; adequacy of our allowaftcdoan and lease losses and reserve for unfuodeuinitments; provision for loan and
lease losses; performance of troubled debt resttingss; our commercial real estate portfolio, stresting results and subsequent charge-offs
the FDIC indemnification asset; the benefits of $erling and FinPac acquisitions; cost of intebestring deposits and pricing strategy;
valuation and the potential redemption of junidb@ulinated debentures; tax rates; the impact, atigation of, LIBOR changes with respect
to junior subordinated debentures; and the imphatoounting pronouncements. Forward-looking stat@msinvolve substantial risks and
uncertainties, many of which are difficult to pretdand are generally beyond our control. Therenaany factors that could cause actual results
to differ materially from those contemplated bystdorward-looking statements. Risks and uncersnimclude those set forth in our filings
with the Securities and Exchange Commission (tleC'$ and the following factors that might causeuattesults to differ materially from
those presented:

* our ability to attract new deposits and loans aeddes;

» demand for financial services in our market are

» competitive market pricing factor

* deterioration in economic conditions that coulduks$n increased loan and lease loss¢

» risks associated with concentrations in real estatated loans;

» market interest rate volatility

» compression of our net interest margi

« stability of funding sources and continued availi&pf borrowings;

» changes in legal or regulatory requirements or tasults of regulatory examinations that could ristgrowth;
« our ability to recruit and retain key managementl ataff;

« availability of, and competition for, acquisitiopportunities;

* risks associated with merger and acquisition ingeigm;

« significant decline in the market value of the Camypthat could result in an impairment of goodw
« our ability to raise capital or incur debt on reasable terms;

* regulatory limits on the Bank's ability to pay dignds to the Compan

« the impact of the Dodd-Frank Wall Street Reform @otisumer Protection Act ("Dodd-Frank Act") andateld rules and
regulations on the Company's business operatiodscampetitiveness, including our ability to retaind recruit executives, the
Company's interest expense, FDIC deposit insurassessments, regulatory compliance expenses, srdhiange fee revenue.

« Sterling's business may not be integrated into Umfsgsuccessfully, or such integration may takgdéwrio accomplish than
expected,;

* the anticipated benefits, growth opportunities aodt savings from the Merger may not be fully msldior may take longer to
realize than expected;

* operating costs, customer losses and businessptisrufollowing the Merger, including adverse deyghents in relationships with
employees, may be greater than expected; and

* management's time and effort will be diverted srésolution of Mergerelated issues
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There are many factors that could cause actualtsasudiffer materially from those contemplatedthgse forward-looking statements.
Forward-looking statements are made as of theafdtdés Form 10-Q. We do not intend to update tHfeseard-looking statements. Readers
should consider any forward-looking statementsghtlof this explanation, and we caution readeuaibelying on forwardeoking statement

General

Umpgqua Holdings Corporation (referred to in thigae as "we," "our,"” "Umpqua," and "the Companyf, Oregon corporation, is a financial
holding company with two principal operating sulitts, Umpqgua Bank (the "Bank") and Umpqua Investts, Inc. ("Umpqua
Investments").

With headquarters located in Roseburg, OregonB#rk is considered one of the most innovative comitganks in the United States and
has implemented a variety of retail marketing sgas to increase revenue and differentiate itsaffi its competition. The Bank combines a
high touch customer experience with the sophiggt@roducts and expertise of a commercial bank.Bérk provides a wide range of bank
wealth management, mortgage and other financiglcgsr to corporate, institutional and individuastamers. The Bank also has a wholly-
owned subsidiary, Financial Pacific Leasing, laccommercial equipment leasing company.

Umpqua Investments is a registered broker-deakkregistered investment advisor with offices intRmd, Lake Oswego, and Medford,
Oregon, and Santa Rosa, California, and also offerducts and services through Umpqua Bank stdtesfirm is one of the oldest investment
companies in the Northwest and is actively engagéide communities it serves. Umpqua Investmerfexyof full range of investment produ
and services including: stocks, fixed income séi@gr{municipal, corporate, and government bonds,@nd money market instruments),
mutual funds, annuities, options, retirement plagnmoney management services and life insurance.

Along with its subsidiaries, the Company is subjedhe regulations of state and federal agencidsuadergoes periodic examinations by tt
regulatory agencies.

Executive Overview
Significant items for the three and six months ehdlene 30, 2015 were as follows:
Financial Performanct

» Net earnings available to common shareholdersipged common share we$0.25 and $0.46 for the three and six months ende
June 30, 2015, as compared to $0.09 and $0.2Bddhree and six months ended June 30, 2014 ra@pgincome per diluted
common share, defined as earnings available to aconmghareholders before net gains or losses onrjsaolmrdinated debentures
carried at fair value, net of tax and merger relaepenses, net of tax, divided by the same dilskede total used in determining
diluted earnings per common share, were $0.31 ar&V $or the three and six months ended June 3({ 28s compared to
operating income per diluted common share of $ar&¥$0.50 for the three and six months ended Jon2034. Operating incom
per diluted share is considered a "rM@AAP" financial measure. More information regaglthis measurement and reconciliatiol
the comparable GAAP measurement is provided uidehéadindresults of Operations - Overvid&low.

* Net interest margin, on a tax equivalent basis,4.50% and 4.51% for the three and six months edded 30, 2015 , as compared
to 5.01% and 4.74% for the three and six monthg@ddne 30, 2014 . The decrease in net interegtimfar the three and six
months ended June 30, 2015 was primarily drivea logyver average yield on interest earning assets.

 Residential mortgage banking revenue was $40@miénd $68.2 million for the three and six monémsled June 30, 2015
compared to $24.3 million and $34.8 million for theee and six months ended June 30, 2014 . Thnedse from the same period
of the prior year was primarily driven by an ingean closed for sale mortgage volume, which ireday 60% for the three
months ended June 30, 2015 as compared to theygaoisame period. Closed for sale mortgage vofamine six months ended
June 30, 2015 increased 125% as compared to threypdr same period. These increases in closeshfermortgage volume were
partially offset by lower gain on sale margin.
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» Total gross loans and leases were $16.0 billioof dsine 30, 2015 , an increase of $646.5 millias gompared to December 31,
2014 . The increase is due to loan growth in ble¢hresidential mortgage and multifamily loan palitfs, as well as the lease and
equipment finance portfolio, partially offset byrgolio loan sales of $149.4 million .

» Total deposits were $17.1 billion as of June 3,2, an increase of $252.9 million , as compaodddcember 31, 2014 . This
increase was primarily driven by an increase in-imb@rest bearing demand, savings and money madoetunts, partially offset by
a decrease in time deposits.

 Total consolidated assets were $22.8 billion atuok 30, 2015 , compared to $22.6 billion at Ddwam31, 2014
Credit Quality

* Non-performing assets decreased to $70.1 million0,.8%% of total assets, as of June 30, 2015 , apaad to $97.5 million , or
0.43% of total assets, as of December 31, 2014n-pé¢rforming loans were $47.1 million , or 0.29¢%asal loans, as of June 30,
2015, as compared to $59.6 million , or 0.39%otdltloans, as of December 31, 2014 .

» The provision for loan and lease losses was $ili®dn and $23.9 million for the three and six ntles ended June 30, 2015, as
compared to the $14.7 million and $20.7 millionagweized for the three and six months ended Jun2C@B4 . The decrease for the
three months ended June 30, 2015 compared to itthe gi@or year period is due to a decrease in reftgehoffs. The increase for the
six months ended June 30, 2015 as compared t@ithe prior year period is due to an increase irchatge-offs, as well as an
increase in new loan production. Net charge-offéoans were $4.3 million for the three months endieae 30, 2015, or 0.11% of
average loans and leases (annualized), as comjpanetl charge-offs of $5.2 million , or 0.15% ofsaage loans and leases
(annualized), for the three months ended June @D} 2Net charge-offs on loans were $13.0 millionthe six months ended
June 30, 2015, or 0.17% of average loans anddd€aseualized), as compared to net charge-off® & #illion , or 0.17% of
average loans and leases (annualized), for thesnths ended June 30, 2014 .

Capital and Growth Initiatives
» Based on Basel lll rules, the Company's total biaked capital was 14.6% and its Tier 1 commoiskoweighted assets ratio was
11.5% as of June 30, 2015 . As of December 31, 20d¥ch is based on Basel | rules, the Companya tisk based capital ratio

was 15.2% and its Tier 1 common to risk weightegbtssratio was 11.5%.

» Cash dividends declared in the second quarte@b 2vere $0.15 per common share, comparable tsatine period of the prior
year.
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Summary of Critical Accounting Policies

Our significant accounting policies are describedliote 1 to the Consolidated Financial Statemefaisthe year ended December 31, 2014
included in the Form 10-K filed with the SEC on Redry 23, 2015. Not all of these critical accougtpolicies require management to make
difficult, subjective or complex judgments or esdites. Management believes that the following pedicvould be considered critical under the
SEC's definition.

Allowance for Loan and Lease Losses and Reservdrfimded Commitment

The Bank performs regular credit reviews of thenlaad lease portfolio to determine credit qualitd adherence to underwriting standards.
When loans and leases are originated, they argreesbi risk rating that is reassessed periodidaifing the term of the loan through the credit
review process. The Bank's risk rating methodolaggigns risk ratings ranging from 1 to 10, whehégaer rating represents higher risk. The
10 risk rating categories are a primary factoretedmining an appropriate amount for the allowaocdoan and lease losses. The Bank has a
management Allowance for Loan and Lease Lossesl('!ALCommittee, which is responsible for, amongeatthings, regularly reviewing the
ALLL methodology, including loss factors, and ersgrthat it is designed and applied in accordanitle generally accepted accounting
principles. The ALLL Committee reviews and approieans and leases recommended for impaired status. ALLL Committee also
approves removing loans and leases from impaisgdsst The Bank's Audit and Compliance Committeides board oversight of the ALLL
process and reviews and approves the ALLL methgyobm a quarterly basis.

Each risk rating is assessed an inherent creditfixgor that determines the amount of the allowdoc loan and lease losses provided for
group of loans and leases with similar risk rati@gedit loss factors may vary by region based onagament's belief that there may ultims
be different credit loss rates experienced in eagion.

Regular credit reviews of the portfolio also idéntbans that are considered potentially impaifedtentially impaired loans are referred to the
ALLL Committee which reviews and approves desigdé@ans as impaired. A loan is considered impaivedn based on current information
and events, we determine that we will probablyb®able to collect all amounts due according tddha contract, including scheduled intel
payments. When we identify a loan as impaired, wasure the impairment using discounted cash flewsept when the sole remaining sot

of the repayment for the loan is the liquidatiortte# collateral. In these cases, we use the cufiagntalue of the collateral, less selling costs,
instead of discounted cash flows. If we determiva the value of the impaired loan is less tharréserded investment in the loan, we either
recognize an impairment reserve as a specific coemtao be provided for in the allowance for load &ease losses or charge-off the impaire
balance on collateral dependent loans if it is mieil@ed that such amount represents a confirmed [dks combination of the risk rating-based
allowance component and the impairment reservevalice component lead to an allocated allowanckéor and lease losses.

The Bank may also maintain an unallocated allowamseunt to provide for other credit losses inhenemat loan and lease portfolio that may
not have been contemplated in the credit loss facidis unallocated amount generally comprisestlesn 5% of the allowance, but may be
maintained at higher levels during times of ecormooinditions characterized by falling real estatki@s. The unallocated amount is reviewed
periodically based on trends in credit lossesydisalts of credit reviews and overall economicden

The reserve for unfunded commitments ("RUC") isblthed to absorb inherent losses associatedowitcommitment to lend funds, such as
with a letter or line of credit. The adequacy af th_LL and RUC are monitored on a regular basis amedbased on management's evaluati
numerous factors. These factors include the qualfitite current loan portfolio; the trend in thamoportfolio's risk ratings; current economic
conditions; loan concentrations; loan growth rapast-due and non-performing trends; evaluatiospetific loss estimates for all significant
problem loans; historical charge-off and recoveqyegience; and other pertinent information.

Management believes that the ALLL was adequatd dsre 30, 2015 . There is, however, no assurdratduture loan losses will not exceed
the levels provided for in the ALLL and could pdsgiresult in additional charges to the provisionlban and lease losses. In addition, bank
regulatory authorities, as part of their periodiamination of the Bank, may require additional ¢gearto the provision for loan and lease losse
in future periods if warranted as a result of tmeiriew. Approximately 79% of our loan portfoliosecured by real estate, and a significant
decline in real estate market values may requiri@enease in the allowance for loan and lease $osse
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Acquired Loans and FDIC Indemnification As:

Acquired loans and leases are recorded at theivdhie at the acquisition date. For purchasedimpaired loans, the difference between the
fair value and unpaid principal balance of the laathe acquisition date is amortized or accratddterest income using the effective interest
method over the remaining contractual period toumitgt

The acquired loans that are purchased impairedslaBnaggregated into pools based on individuaiyuated common risk characteristics anc
aggregate expected cash flows were estimated ébrgaol. A pool is accounted for as a single asdthta single interest rate, cumulative loss
rate and cash flow expectation. The cash flows etegeto be received over the life of the pool westmated by management. These cash
flows were input into an accounting loan systemalitdalculates the carrying values of the poolswarakrlying loans, book yields, effective
interest income and impairment, if any, based dua@nd projected events. Default rates, lossriggyand prepayment speeds assumptions
are periodically reassessed and updated withia¢heunting model to update our expectation of futtash flows. The excess of the cash fl
expected to be collected over a pool's carryingeréd considered to be the accretable yield anecisgnized as interest income over the
estimated life of the loan or pool using the effeetield method. The accretable yield may changetd changes in the timing and amounts o
expected cash flows. Changes in the accretablé siel disclosed quarterly.

Certain loans acquired in FDIC-assisted acquisitire subject to loss-share agreements. The Confganglected to account for amounts
receivable under the loss-share agreement as amitification asset. The FDIC indemnification asséitially recorded at fair value, based
on the discounted value of expected future cashsflonder the loss-share agreement. The differegivecen the carrying value and the
undiscounted cash flows the Company expects teatdilom the FDIC will be accreted or amortizedinbn-interest income over the life of
the FDIC indemnification asset, which is maintai¢dhe loan pool level.

Residential Mortgage Servicing Rights ("MSF

The Company determines its classes of servicingtagmsed on the asset type being serviced alahghei methods used to manage the risk
inherent in the servicing assets, which includesntiarket inputs used to value the servicing assbts Company measures its residential
mortgage servicing assets at fair value and repbdsges in fair value through earnings. Faire@adjustments encompass market-driven
valuation changes and the runoff in value that ccnom the passage of time, which are separagglgrted. Under the fair value method, the
MSR is carried in the balance sheet at fair vahabthe changes in fair value are reported in egenimder the caption residential mortgage
banking revenue in the period in which the charmymics.

Retained mortgage servicing rights are measuréiratalues as of the date of the related loan. $&ke use quoted market prices when
available. Subsequent fair value measurementseeendined using a discounted cash flow model. éieoto determine the fair value of the
MSR, the present value of expected net future flasls is estimated. Assumptions used include madisgtount rates, anticipated prepayment
speeds, delinquency and foreclosure rates, antaagdee income net of servicing costs. This madederiodically validated by an indepenc
external model validation group. The model assupmgtiand the MSR fair value estimates are also cedpa observable trades of similar
portfolios as well as to MSR broker valuations armtlistry surveys, as available.

Valuation of Goodwill and Intangible Assets

Goodwill and other intangible assets with indeédites are not amortized but instead are peridigitasted for impairment. Management
performs an impairment analysis for the intangdseets with indefinite lives on an annual basisfd&@ecember 31. Additionally, goodwill a
other intangible assets with indefinite lives avaleated on an interim basis when events or cirtanees indicate impairment potentially
exists. The impairment analysis requires managéetoenake subjective judgments. Events and fact@smay significantly affect the
estimates include, among others, competitive foroestomer behaviors and attrition, changes inmegegrowth trends, cost structures,
technology, changes in discount rates and spénigstry and market conditions. There can be norasse that changes in circumstances,
estimates or assumption may result in additiongkimment of all, or some portion of, goodwill.

The Company performed its annual goodwill impairtreemalysis of the Community Banking reporting seghaes of December 31, 2014. In
first step of the goodwill impairment test, the Qmany assessed qualitative factors to determinehehéte existence of events and
circumstances indicated that it is more likely timan that the indefinite-lived intangible asseinipaired, and determined no factors indicated
an impairment. Based on this analysis, no furtasting was determined to be necessary.

58




Table of Contents
Stock-based Compensation

We recognize expense in the income statement éogrthint-date fair value of stock options and o#wgrity-based forms of compensation
issued to employees over the employees' requisitéce period (generally the vesting period). Téguisite service period may be subject to
performance conditions. The fair value of each gimestimated as of the grant date using the B&atholes option-pricing model or a Monte
Carlo simulation pricing model, as required by fibatures of the grants. Management assumptiorngadiat the time of grant impact the fair
value of the option calculated under the pricingdeipand ultimately, the expense that will be reibgd over the expected service period
related to each option.

Fair Value

A hierarchical disclosure framework associated whthlevel of pricing observability is utilized measuring financial instruments at fair value.
The degree of judgment utilized in measuring theviaue of financial instruments generally cortekato the level of pricing observability.
Financial instruments with readily available actipeted prices or for which fair value can be meaddrom actively quoted prices generally
will have a higher degree of pricing observabitityd a lesser degree of judgment utilized in meagddir value. Conversely, financial
instruments rarely traded or not quoted will getigtzave little or no pricing observability and agher degree of judgment utilized in
measuring fair value. Pricing observability is imfed by a number of factors, including the typéimdincial instrument, whether the financial
instrument is new to the market and not yet esthbtl and the characteristics specific to the tcitsa

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standardsrdq&FASB") issued Accounting Standards Update (UASNo. 2014-09Revenue from
Contracts with Customers (Topic 606Jich creates Topic 606 and supersedes Topic 68 Rie Recognition. The core principle of Topic
606 is that an entity recognizes revenue to depéetransfer of promised goods or services to ouste in an amount that reflects the
consideration to which the entity expects to bétledtin exchange for those goods or servicesemegal, the new guidance requires companie
to use more judgment and make more estimates tidar cwurrent guidance, including identifying perfi@nce obligations in the contract,
estimating the amount of variable consideratiomttude in the transaction price and allocatingtth@saction price to each separate
performance obligation. The standard is effectoreplublic entities for interim and annual perio@gimning after December 15, 2016; early
adoption is not permitted. For financial reportmgposes, the standard allows for either full igtertive adoption, meaning the standard is
applied to all of the periods presented, or modifietrospective adoption, meaning the standargptied only to the most current period
presented in the financial statements with the dative effect of initially applying the standarccognized at the date of initial application. 1
Company is currently evaluating the provisions &UANo. 2014-09 to determine the potential impaetrtew standard will have on the
Company's consolidated financial statements.

In June 2014, the FASB issued ASU No. 2014d@mpensation - Stock Compensation (Topic 718): éting for Share-Based Payments
When the Terms of an Award Provide That a Perfomadrarget Could Be Achieved after the Requisitgi&ePeriod.The ASU requires that

a performance target that affects vesting anddbald be achieved after the requisite service pdrmtreated as a performance condition. A
reporting entity should apply existing guidancd opic 718, Compensation — Stock Compensation, retaites to awards with performance
conditions that affect vesting to account for saefards. The performance target should not be teflda estimating the graufate fair value «
the award. Compensation cost should be recognizteeiperiod in which it becomes probable thatpgormance target will be achieved and
should represent the compensation cost attributaltitee period(s) for which the requisite servies hlready been rendered. The amendment:
in this ASU can be applied prospectively or retextively and are effective for annual periods aridrim periods within those annual periods
beginning after December 15, 2015 with early adwpgiermitted. The Company is currently reviewing tequirements of ASU No. 2014-12,
but does not expect the ASU to have a material atnga the Company's consolidated financial statésaen

In November 2014, the FASB issued ASU No. 2014Hdgjvatives and Hedging (Topic 815): Determiningatfter the Host Contract in a
Hybrid Financial Instrument Issued in the Form dBhare is More Akin to Debt or to Equ. The ASU clarifies how current guidance should
be interpreted in evaluating the characteristiasrisks of a host contract in a hybrid financiatmment issued in the form of a share. One
criterion requires evaluating whether the naturthefhost contract is more akin to debt or to guaiitd whether the economic characteristics
and risks of the embedded derivative feature deatly and closely related” to the host contratimiaking that evaluation, an issuer or inve
must consider all terms and features in a hybndrfcial instrument including the embedded derieateature that is being evaluated for
separate accounting or may consider all terms eafifes in the hybrid financial instrument exceptthe embedded derivative feature that is
being evaluated for separate accounting. This ASéffective for annual periods and interim periadthin those annual periods
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beginning after December 15, 2015 with early adoppiermitted. The Company is currently reviewing taquirements of ASU No. 2014-16.

In January 2015, the FASB issued ASU No. 201Bdome Statement —Extraordinary and Unusual IteBub{opic 225-20) The objective of
this ASU is to simplify the income statement preagan requirements in Subtopic 225-20 by elimingtihe concept of extraordinary items.
Extraordinary items are events and transactiortsatfeadistinguished by their unusual nature anthbyinfrequency of their occurrence.
Eliminating the extraordinary classification sinfijgs income statement presentation by altogethovéng the concept of extraordinary items
from consideration. This ASU is effective for anhpariods and interim periods within those annwaiqus beginning after December 15, 2
with early adoption permitted. The Company doesexpiect this ASU to have a material impact on then@any's consolidated financial
statements.

In February 2015, the FASB issued ASU No. 2015axhsolidation (Topic 810): Amendments to the Cadatibn Analysis which is
intended to improve targeted areas of consolidaigdance for legal entities such as limited paghips, limited liability corporations, and
securitization structures (collateralized debt gditions, collateralized loan obligations, and magterbacked security transactions). The ASU
focuses on simplifying the consolidation evaluationreporting organizations that are requiredvaleate whether they should consolidate
certain legal entities by reducing the number afsmtidation model from four to two, among othermgpas. The ASU will be effective for
periods beginning after December 31, 2015, whitéyealoption is permitted. The Company does noeekthis ASU to have a material imp
on the Company's consolidated financial statements.

In April 2015, the FASB issued ASU No. 2015-03gerest - Imputation of Interest (Subtopic 835:Fijnplifying the Presentation of Debt
Issuance Cosl. The amendments in this ASU require that debtisse costs related to a recognized debt liabiktptesented in the balance
sheet as a direct deduction from the carrying armotthat debt liability, consistent with debt dismts. The recognition and measurement
guidance for debt issuance costs are not affeét8d. No 2015-03 is effective for financial statenrseisisued for fiscal years beginning after
December 15, 2015, and interim periods within tHeszal years. ASU No. 2015-03 should be applieé aatrospective basis. The Company i
currently evaluating the impacts of this ASU on @@mpany's consolidated financial statements.

Results of Operations

Overview

For the three months ended June 30, 2015 , nehgaravailable to common shareholders were $54llibmj or $0.25 per diluted common
share, as compared to net earnings available tonconshareholders of $17.5 million , or $0.09 péustdd common share for the three months
ended June 30, 2014 . For the six months ended3yrRH15 , net earnings available to common sladdels were $101.7 million , or $0.46
per diluted common share, as compared to net egraivailable to common shareholders of $36.0 millior $0.23 per diluted common share
for the six months ended June 30, 2014 . The igereanet earnings for the three and six monthe@ddne 30, 2015 compared to the same
period of the prior year was principally attribuako net income contribution from the operationguared from Sterling, increased residential
mortgage banking revenue resulting from the cumemttgage interest rate environment, gain on siapexfolio loans, and lower merger
related expenses.

Umpgua recognizes gains or losses on our junioorsliated debentures carried at fair value resyifiiom the estimated market credit risk
adjusted spread and changes in interest rateddhadt directly correlate with the Company's ogaaperformance. Also, Umpqua incurs
significant expenses related to the completioniatafyration of mergers and acquisitions. Additibnale may recognize goodwill impairment
losses that have no direct effect on the Compamytlse Bank's cash balances, liquidity, or reguiatapital ratios. Lastly, Umpqua may
recognize one-time bargain purchase gains on peatajuisitions that are not reflective of Umpquaisgyoing earnings power. Accordingly,
management believes that our operating resultbegemeasured on a comparative basis excludinignieect of gains or losses on junior
subordinated debentures measured at fair valuafriex, merger related expenses, net of tax, #mer @harges related to business
combinations such as goodwill impairment chargdsamgain purchase gains, net of tax. We defiperating earningsis earnings available to
common shareholders before gains or losses onrjgnmrdinated debentures carried at fair valuephtx, bargain purchase gains on
acquisitions, net of tax, merger related expensetsof tax, and goodwill impairment, and we caltell@perating earnings per diluted share by
dividing operating earnings by the same dilutedeiatal used in determining diluted earnings menmon share. Operating earnings and
operating earnings per diluted share are consideimttGAAP" financial measures. Although we belig¢hie presentation of non-GAAP
financial measures provides a better indicatioawfoperating performance, readers of this repertieged to review the GAAP results as
presented in the Financial Statements and SuppltanyeData in Iltem 1 above.
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The following table provides the reconciliationezfrnings available to common shareholders (GAABRp&Trating earnings (non-GAAP), and
earnings per diluted common share (GAAP) to opegatarnings per diluted share (non-GAAP) for theerand six months ended June 30,
2015 and 2014 :

Reconciliation of Net Earnings Available to Commdhareholders to Operating Earninc

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

Net earnings available to common shareholders $ 54,69: $ 17,45¢ $ 101,73¢ $ 35,99:
Adjustments:

Net loss on junior subordinated debentures cagiddir value,

net of tax 942 821 1,87¢ 1,145

Merger related expenses, net of tax 13,07¢ 35,92¢ 21,527 40,99¢
Operating earnings $ 68,71 $ 54,20¢ $ 125,13¢ $ 78,14
Per diluted share:
Net earnings available to common shareholders $ 0.2t $ 0.0¢ $ 0.46 $ 0.2t

Adjustments:
Net loss on junior subordinated debentures cagiddir value,

net of tax — — 0.01 0.01
Merger related expenses, net of tax 0.0€ 0.1¢ 0.1C 0.2¢
Operating earnings $ 031 $ 027 $ 057 $ 0.5C

The following table presents the returns on aveesgets, average common shareholders' equity @andgavtangible common shareholders'
equity for the three and six months ended Jun@@D5 and 2014 . For each of the periods presetitedable includes the calculated ratios
based on reported net earnings available to conshareholders and operating income as shown iratiie above. Our return on average
common shareholders' equity is negatively impaatethe result of capital required to support gotidivd the extent this performance metri
used to compare our performance with other findmesitutions that do not have merger and acqoisitelated intangible assets, we believe i
beneficial to also consider the return on averaggible common shareholders' equity. The returavamage tangible common shareholders’
equity is calculated by dividing net earnings aafsli to common shareholders by average sharehobdensnon equity less average goodwill
and intangible assets, net (excluding MSRs). Themeon average tangible common shareholders'yeguiionsidered a non-GAAP financial
measure and should be viewed in conjunction wighréfturn on average common shareholders' equity.
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Return on Average Assets, Common Shareholders' Bgand Tangible Common Shareholders' Equit

(dollars in thousands) Three Months Ended Six Months Ended
June 30, June 30,

2015 2014 2015 2014
Returns on average assets:
Net earnings available to common shareholders 0.9€% 0.35% 0.9(% 0.4€%
Operating earnings 1.21% 1.0%% 1.11% 0.9%%
Returns on average common shareholders' equity:
Net earnings available to common shareholders 5.71% 2.0%% 5.4(% 2.85%
Operating earnings 7.25% 6.4<% 6.64% 6.1&%
Returns on average tangible common shareholders' edy:
Net earnings available to common shareholders 11.18% 4.19% 10.4¢% 5.4€%
Operating earnings 14.05% 12.8% 12.8% 11.84%
Calculation of average common tangible shareholdersquity:
Average common shareholders' equity $ 3,803,63 $ 3,350,831 % 3,800,38 % 2,549,21.
Less: average goodwill and other intangible assets, (1,841,53) (1,656,68) (1,841,96) (1,218,77))
Average tangible common shareholders' equity $ 196209 $§ 169414 $ 195842 § 133043

Additionally, management believeangible common equignd thetangible common equity ratere meaningful measures of capital
adequacy. Umpqua believes the exclusion of ceméamgible assets in the computation of tangiblawmn equity and tangible common eq
ratio provides a meaningful base for period-to-ei@and company-to-company comparisons, which managebelieves will assist investors
in analyzing the operating results and capitahef€ompany. Tangible common equity is calculatetbtal shareholders' equity less preferrec
stock and less goodwill and other intangible assets(excluding MSRs). In addition, tangible assee total assets less goodwill and other
intangible assets, net (excluding MSRs). The talegiommon equity ratio is calculated as tangilblemon shareholders' equity divided by
tangible assets. The tangible common equity angiltlfhcommon equity ratio is considered a non-GA#Bncial measure and should be
viewed in conjunction with the total shareholdexgiity and the total shareholders' equity ratio.

The following table provides a reconciliation ofdamg shareholders' equity (GAAP) to ending tangiddenmon equity (non-GAAP), and
ending assets (GAAP) to ending tangible assets@GWAP) as of June 30, 2015 and December 31, 2014 :

Reconciliations of Total Shareholders' Equity to Tigible Common Shareholders' Equity and Total Ass&dsTangible Assets

(dollars in thousands) June 30, December 31,

2015 2014
Total shareholders' equity $ 3,804,170 % 3,777,62
Subtract:

Goodwill and other intangible assets, net 1,839,76 1,842,95:
Tangible common shareholders' equity $ 1,964,41 % 1,934,66:
Total assets $ 22,79333 $ 22,609,90
Subtract:

Goodwill and other intangible assets, net 1,839,76 1,842,95!
Tangible assets $ 2095357 $ 20,766,94
Tangible common equity ratio 9.3t% 9.32%

Non-GAAP financial measures have inherent limitaticarg, not required to be uniformly applied, andraoereviewed or audited. Although
we believe these non-GAAP financial measures a&euiently used by stakeholders in the evaluatiemaimpany, they have limitations as
analytical tools, and should not be consideredatation or as a substitute for analyses of resslieported under GAAP.
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Net Interest Income

Net interest income is the largest source of o@raing income. Net interest income for the thremtihs endedune 30, 2015 was $218.1
million , an increase of $5.9 million , comparedtie same period in 2014 . Net interest incomeHersix months ended June 30, 2015 was
$434.1 million , an increase of $114.0 million caargd to the same period in 2014 . The increasetiinterest income for the three months
ended June 30, 2015 as compared to the same jre@6d4 is primarily attributable to an increasairerage interest-earning assets, partially
offset by a decrease in net interest margin asagedin increase in average interest-bearing dep®s$ié increase in net interest income for
the six months ended June 30, 2015 as comparée &aime period in 2014 is primarily attributabléntreases in average loans and leases a
average investment securities available for saleyedl as an increase in discount accretion, @saltrof the Sterling Merger, partially offset by
the increase in average interest-bearing liakslisilso primarily due to the Sterling Merger.

The net interest margin (net interest income asregmtage of average interest-earning assetsfudly aax equivalent basis was 4.50% for the
three months ended June 30, 2015 , a decreasebafstsl points as compared to the same period ih 20he net interest margin (net interest
income as a percentage of average interest-eaass®ys) on a fully tax equivalent basis was 4.5d%the six months ended June 30, 2015, a
decrease of 23 basis points as compared to the zamog in 2014 .

The decreases in the net interest margin for betlogs is the result of decreased yields on earagsgts, most notably the yield on loans and
leases decreased by 58 basis points for the thoe¢ghsiended June 30, 2015 as compared to 2014lemnelased 29 basis points for the six
months ended June 30, 2015 compared to the sanoe p&2014. The cost of interest-bearing liabéitiremained relatively unchanged.

Our net interest income is affected by changelharaimount and mix of interest-earning assets ardeistbearing liabilities, as well as chang

in the yields earned on interest-earning assetsated paid on deposits and borrowed funds.

The following tables present condensed averagabalsheet information, together with interest ineand yields on average interest-earning
assets, and interest expense and rates paid cxgavieterest-bearing liabilities for the three andmonths ended June 30, 2015 and 2014 :
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Average Rates and Balanc

Three Months Ended
June 30, 2014

Three Months Ended
June 30, 2015

(dollars in thousands)

Interest Average Interest Average
Average Income or Yields or Average Income or Yields or
Balance Expense Rates Balance Expense Rates

INTEREST-EARNING ASSETS:
Loans held for sale $ 368,11. $ 2,96¢ 328 $ 211,69 $ 2,26¢ 4.3(%
Loans and leases (1) 15,731,29 214,85¢ 5.4&% 13,673,88 206,72: 6.0€%
Taxable securities 2,300,12: 11,43¢ 1.9% 2,242,41. 12,827 2.2%%
Non-taxable securities (2) 317,65! 4,02¢ 5.01% 315,48t 4,00z 5.08%
Temporary investments and interest-bearing
deposits 861,77! 54¢ 0.2€% 672,58’ 53¢ 0.32%

Total interest earning assets 19,578,96 233,83¢ 4.7% 17,116,07 226,36: 5.3(%
Allowance for loan and lease losses (122,92) (89,157
Other assets 3,321,37 3,009,82!

Total assets $ 22,777,42 $ 20,036,74
INTEREST-BEARING LIABILITIES:
Interest-bearing demand deposits $ 2,08554 $ 43¢t 0.06% $ 1,789,18 $ 222 0.05%
Money market deposits 6,347,81 2,351 0.15% 5,469,191 1,77 0.15%
Savings deposits 1,040,75' 8¢ 0.05% 852,89¢ 92 0.04%
Time deposits 2,800,69! 4,50( 0.64% 2,837,71 3,98¢ 0.5€%
Repurchase agreements 324,96 43 0.05% 320,59 20z 0.25%
Term debt 928,58 3,49: 1.51% 933,66: 3,36¢ 1.4%%
Junior subordinated debentures 352,11: 3,40¢ 3.8&% 317,97( 3,06¢ 3.8%

Total interest-bearing liabilities 13,880,47 14,32 0.41% 12,521,21 12,70¢ 0.41%
Non-interest-bearing deposits 4,852,98 3,963,23.
Other liabilities 240,32 201,45!

Total liabilities 18,973,78 16,685,90
Common equity 3,803,63. 3,350,83!

Total liabilities and shareholders' equity $ 22,777,42 $ 20,036,74
NET INTEREST INCOME $ 21951 $ 213,65
NET INTEREST SPREAD 4.38% 4.8%%
AVERAGE YIELD ON EARNING ASSETS (1), (2) 4.7% 5.3(%
INTEREST EXPENSE TO EARNING ASSETS 0.2% 0.2%
NET INTEREST INCOME TO EARNING ASSETS

4.5(% 5.01%

OR NET INTEREST MARGIN (1), (2)

(1) Non-accrual loans and leases are included in the agdralgnce.
(2) Tax-exempt income has been adjusted to a tax dguiMaasis at a 35% tax rate. The amount of sujtisement was an addition to recorded
income of approximately $1.4 million and $1.4 noifiifor the three months ended June 30, 2015 andl 2@kpectively.
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(dollars in thousands)

Six Months Ended
June 30, 2015

Six Months Ended
June 30, 2014

Interest Average Interest Average
Average Income or Yields or Average Income or Yields or
Balance Expense Rates Balance Expense Rates

INTEREST-EARNING ASSETS:
Loans held for sale $ 315,73" $ 5,531 3.5% 144,83 % 3,071 4.28%
Loans and leases (1) 15,534,02 426,96( 5.54% 10,719,62 309,90: 5.85%
Taxable securities 2,261,36. 23,08¢ 2.04% 1,904,50: 22,16¢ 2.35%
Non-taxable securities (2) 320,73t 8,15¢ 5.0&% 273,73t 7,207 5.31%
Temporary investments and interest bearing
deposits 1,091,44 1,37¢ 0.25% 689,18t 98( 0.2%%

Total interest earning assets 19,523,30 465,10 4.8(% 13,731,89 343,33: 5.04%
Allowance for loan and lease losses (120,549 (88,119
Other assets 3,329,95 2,216,97!

Total assets $ 22,732,71 $ 15,860,74
INTEREST-BEARING LIABILITIES:
Interest bearing demand deposits $ 2,068,76: $ 71¢ 0.0% $ 1,490,020 $ 434 0.0€%
Money market deposits 6,267,74 4,59: 0.15% 4,451,65! 2,671 0.12%
Savings deposits 1,020,72 221 0.0% 712,16: 18C 0.05%
Time deposits 2,873,98 8,95: 0.6%% 2,180,411 6,63¢ 0.61%
Repurchase agreements 317,89: 91 0.0€% 280,77¢ 244 0.18%
Term debt 959,13 6,95¢ 1.4€% 594,31 5,637 1.91%
Junior subordinated debentures 351,36t 6,74: 3.81% 253,86 4,94¢ 3.97%

Total interest-bearing liabilities 13,859,61 28,27 0.41% 9,963,20! 20,75( 0.42%
Non-interest-bearing deposits 4,830,65! 3,192,89
Other liabilities 242,06t 155,43:

Total liabilities 18,932,32 13,311,53
Common equity 3,800,38! 2,549,21.

Total liabilities and shareholders' equity $ 22,732,71 $ 15,860,74
NET INTEREST INCOME $ 436,83 $ 322,58
NET INTEREST SPREAD 4.3% 4.62%
AVERAGE YIELD ON EARNING ASSETS (1), (2) 4.8(% 5.04%
INTEREST EXPENSE TO EARNING ASSETS 0.2% 0.3(%
NET INTEREST INCOME TO EARNING ASSETS

OR NET INTEREST MARGIN (1), (2)

(1) Non-accrual loans and leases are included in the agdralgnce.
(2) Taxexempt income has been adjusted to a tax equiviadeis at a 35% tax rate. The amount of such adgrgtwas an addition to recorc
income of approximately $2.8 million and $2.5 naiflifor the six months ended June 30, 2015 and 2f8sbectively.

4.51%

4.78%

The following tables set forth a summary of therayess in tax equivalent net interest income duéhémges in average asset and liability
balances (volume) and changes in average rate3 {oatthe three and six months ended June 30, @89T®mpared to the same periods in
2014 . Changes in tax equivalent interest inconteeaapense, which are not attributable specifidallgither volume or rate, are allocated

proportionately between both variances.

65




Table of Contents

Rate/Volume Analysi:

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

Increase (decrease) in interest income
and expense due to changes in

Volume Rate Total

INTEREST-EARNING ASSETS:
Loans held for sale $ 1,366 $ (66€) $ 70C
Loans and leases 29,27 (21,139 8,13¢
Taxable securities 323 (1,719 (1,399
Non-taxable securitieg) 27 4 23
Temporary investments and interest bearing deposits 134 (129 1C

Total(2) 31,12 (23,64¢) 7,47¢
INTEREST-BEARING LIABILITIES:
Interest bearing demand deposits 42 171 213
Money market deposits 307 273 58C
Savings deposits 19 (22 (©)]
Time deposits (52 56¢ 51€
Repurchase agreements 3 (163) (160
Term debt (18 14€ 12¢
Junior subordinated debentures 33C 10 34C

Total 631 982 1,61«
Net increase in net interest incoae $ 30,49 $ (24,629 $ 5,86¢

(1) Tax exempt income has been adjusted to agaiv&ent basis at a 35% tax rate.
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(in thousands) Six Months Ended June 30,
2015 compared to 2014
Increase (decrease) in interest income

and expense due to changes in

Volume Rate Total

INTEREST-EARNING ASSETS:
Loans held for sale $ 3,07¢ % (622) $ 2,45¢
Loans and leases 133,00« (15,94%) 117,05¢
Taxable securities 3,84t (2,929 92(
Non-taxable securities (1) 1,201 (259) 947
Temporary investments and interest bearing deposits 51¢ (1249 394

Total (1) 141,64 (29,870 121,77:
INTEREST-BEARING LIABILITIES:
Interest bearing demand deposits 19C 94 284
Money market 1,24¢ 67€ 1,922
Savings 70 (29 41
Time deposits 2,15¢ 15€ 2,31¢
Repurchase agreements 29 (182) (159
Term debt 2,871 (1,557) 1,31¢
Junior subordinated debentures 1,87 (76) 1,797

Total 8,431 (919 7,52¢
Net increase in net interest income (1) $ 133200 $ (18,95) $ 114,25

(1) Tax exempt income has been adjusted to a taiva&gnt basis at a 35% tax rate.

Provision for Loan and Lease Losses

The provision for loan and lease losses was $11il®@mand $23.9 million for the three and six mbatended June 30, 2015 , as compared to
$14.7 million and $20.7 million for the same perin®014 . As an annualized percentage of avevatganding loans and leases, the
provision for loan and lease losses recorded ®thhee and six months ended June 30, 2015 wa%28d 0.31% , respectively, as comparec
to 0.43% and 0.39% in the same periods in 2014 .

For the three months ended June 30, 2015, thegiwovior loan and lease losses decreased as cadrpattee three months ended June 30,
2014. The decrease is due to the decline in negehaifs. For the six months ended June 30, 20#bptovision for loan and lease losses
increased, as compared to the prior year perigthgoily due to the increase in the loan portfolis,well as an increase in net charge-offs for
the 2015 period. The loan portfolio increased b4@6 million since December 31, 2014. Also conttiithyi to the increase in the provision for
loan and lease losses was the recording of pravimiopreviously acquired revolving loans that wemgewed. For both the second quarter of
2015 and 2014, $3.0 million of the provision foaand lease losses related to previously acqlaesd that were not purchased credit
impaired. The increase in the provision relatingéw originations was slightly offset by the deseein the credit factors used in the calcule
of the allowance for loan and lease losses duleetdntiproving credit quality of the portfolio. Theaomy in the Pacific Northwest has
improved causing the risk ratings of many of ourrbwers to improve as well as the value of the ulyttey collateral for real estate collateral
loans to improve over past quarters.

The Company recognizes the charge-off of impairmesgrves on impaired loans in the period theyedds collateral-dependent

loans. Therefore, the non-accrual loans of $33lkomas of June 30, 2015 have already been writtewn to their estimated fair value, less
estimated costs to sell, and are expected to loé/ezbwith no additional material loss, absenttartdecline in market prices.
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Non-Interest Income

Nor-interest income for the three months ended Jun@@Ib was $80.4 million , an increase of $34.9ioml, or 77% , as compared to the
same period in 2014 . Non-interest income for tkeronths ended June 30, 2015 was $144.0 millmmincrease of $75.3 million , or 110% ,
as compared to the same period in 2014 . The falipwable presents the key components of non-isténeome for the three and six months
ended June 30, 2015 and 2014 :

Non-Interest Income

(in thousands) Three Months Ended Six Months Ended
June 30, June 30,
Change Change Change Change

2015 2014 Amount Percent 2015 2014 Amount Percent
Service charges on deposits $ 1482 $ 1537! $ (546) (4% $ 29,127 $ 23,13¢ $ 5,98 26 %
Brokerage revenue 4,64¢ 4,56¢ 82 2% 9,413 8,291 1,12¢ 14%
Residential mortgage banking
revenue, net 40,01 24,34 15,67 64 % 68,24 34,78( 33,46 96 %
Gain on investment securities, net 19 97¢€ (957) (98)% 13t 97¢ (841 (86)%
Gain on loan sales 8,711 557 8,15¢ nm 15,43¢ 1,07¢ 14,36 nm
Loss on junior subordinated
debentures carried at fair value (1,572 (1,369 (203) 15 % (3,129 (1,91)) (1,216 64 %
Change in FDIC indemnification
asset (1,199 (5,607) 4,40z (79% (2,485 (10,44 7,95¢ (76)%
BOLI income 2,02: 1,967 56 3% 4,80¢ 2,70¢ 2,101 78 %
Other income 12,93( 4,65¢ 8,27: 17€ % 22,44¢ 10,09 12,35¢ 122 %
Total $ 80,39¢ $ 4546¢ $ 34,93 77% $143,99: $ 68,70¢ $ 75,29( 11C%

nm = Not Meaningful

Residential mortgage banking revenue increasethéthree and six months ended June 30, 2015 odare increase in production as the resul
of the lower mortgage interest rate environmenivben the two periods. The 2015 six month period bénefited from the legacy Sterling
operations contributing for the full six months,eveas in 2014 the legacy Sterling operations oohtributed to the period subsequent to the
acquisition date of April 18, 2014. Closed for salertgage volume for the three and six months elddeé 30, 2015 was $997.2 million and
$1.9 billion , compared to $623.7 million and $82aillion for the three and six months ended Juhe2814 .

For the three and six months ended June 30, 2@&5ecorded an increase in losses on junior subatelil debentures carried at fair value of
$203,000 and $1.2 million over the same period0it¥, which related to the liabilities assumecdhia $terling Merger.

The change in FDIC indemnification asset represemtsange in cash flows expected to be recovetatnler the loss-share agreements entere
into with the FDIC in connection with FDIC-assistechjuisitions. As the loss share agreements haygnlte expire, this amount is expected tc
continue to decline.

The gain on loan sales for the three months endieel 30, 2015 increased by $8.2 million due to tlessof $76.6 million portfolio loans with
the largest portion of portfolio loan sales beiagidential mortgage loans during the current quafiee gain on loan sales for the six months
ended June 30, 2015 increased by $14.4 milliontapertfolio loan sales of $149.4 million duringetperiod.

Other income for the three and six months ended 3002015 compared to the same periods in the ye#r increased by $8.3 million and
$12.4 million , respectively, primarily due to arciease in debt capital markets income.
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Non-Interest Expense

Nor-interest expense for the three months ended Jur2035 was $201.9 million , a decrease of $12IRami, or 6% , as compared to the
same period in 2014 . Non-interest expense fosithenonths ended June 30, 2015 was $395.0 millamincrease of $84.3 million , or 27% ,
as compared to the same periods in 2014 . Thewolh table presents the key elements of non-istemepense for the three and six months
ended June 30, 2015 and 2014 :

Non-Interest Expense

(in thousands) Three Months Ended Six Months Ended
June 30, June 30,
Change Change Change Change

2015 2014 Amount Percent 2015 2014 Amount Percent
Salaries and employee benefi$ 110,78t $ 9556( $ 15,22¢ 16% $ 218,70¢ $ 148,77¢ $ 69,93: 47 %
Net occupancy and equipment  34,86¢ 28,74¢ 6,122 21% 67,01¢ 45,24 21,77 48 %
Communications 5,894 4,16¢ 1,72¢ 41 % 10,68¢ 7,06¢ 3,62( 51 %
Marketing 2,04¢ 1,157 89z 77% 5,07¢ 2,16: 2,91« 135 %
Services 10,79( 12,40: (1,612 (13)% 24,77¢ 18,39: 6,38 35%
FDIC assessments 3,15¢ 2,57¢ 58C 23% 6,36¢ 4,43¢ 1,931 44%
Net loss on other real estate
owned 48C 25¢ 222 86 % 2,29¢ 194 2,10( nm
Intangible amortization 2,807 2,80¢ (@D} — % 5,61: 4,002 1,611 40%
Merger related expenses 21,79° 57,53: (35,739 (62)% 35,87¢ 63,51« (27,63%) (44)%
Other expenses 9,271 8,92¢ 343 4% 18,57 16,85¢ 1,71¢ 10%
Total $ 201,89° $ 214,13: $ (12,239 (6)% $ 394,99! $ 310,64¢ $ 84,34« 27 %

nm = Not Meaningful

Salaries and employee benefits costs increased®y $illion in the three months ended June 3052Qds compared to the same period priot
year. Salaries and employee benefits costs inaldae$69.9 million in the six months ended June 30, 204% compared to the same period
prior year. The increase for the three months eilpdmarily related to the increased variable pensation expense associated with mort
banking operations, as well as a full quarter gfemses related to Sterling as the merger daterwagdi-April 2014. The increase for the six
month period is primarily related to the increaseperations and personnel related to the SteMiarer.

Net occupancy and equipment expense increas$6.1 million for the three months ended June 3@520and increased by $21.8 million for
the six months ended June 30, 2015 , as compatbe 8ame periods in the prior year both primaa#ya result of operations and facilities
acquired in the Sterling Merger.

FDIC assessments increased for the three and sithiended June 30, 2015 as compared to the saiodsi the prior year, primarily due
to an increase in the assessment base.

We incur significant expenses in connection with ¢ompletion and integration of bank acquisitidret &re not capitalizable. The merger

related expenses incurred in 2014 and 2015 reddteet Sterling Merger. A detail of merger relatggenses by type is included in Note 2 of
Notes to Condensed Consolidated Financial Statesn

69




Table of Contents
Income Taxes

The Company's consolidated effective tax rate pareentage of pre-tax income for the three andnsinths ended June 30, 2015 was 35.8%
and 36.0% , as compared to 39.3% and 37.0% fahtiee and six months ended June 30, 201l#e effective tax rates differed from the fed
statutory rate of 35% and the apportioned stateab#t.9% (net of the federal tax benefit) printijphecause of the relative amount of income
earned in each state jurisdiction, non-taxablernmearising from bank-owned life insurance, incomeax-exempt investment securities and
tax credits arising from low income housing inveshts.

FINANCIAL CONDITION

Investment Securities
Trading securities were $10.0 million at June 31,2, consistent with December 31, 2014 .

Investment securities available for sale were $il®n as of June 30, 2015 , as compared to $#iBbat December 31, 2014 . The increase
was due to $619.1 million of purchases, partiaffget by sales and paydowns of $337.1 million .

Investment securities held to maturity were $4.Bioni as of June 30, 2015, as compared to $5.Romiat December 31, 2014 . The change
primarily related to paydowns and maturities ofdstment securities held to maturity of $344,000 .

The following table presents the available for said held to maturity investment securities poidfbly major type as of June 30, 2015 and
December 31, 2014 :

Investment Securities Compositic

(dollars in thousands) Investment Securities Available for Sale
June 30, 2015 December 31, 2014
Fair Value % Fair Value %
U.S. Treasury and agencies $ 221 —% $ 22¢ —%
Obligations of states and political subdivisions 328,93! 13% 338,40: 15%
Residential mortgage-backed securities and cotlbted
mortgage obligations 2,226,02! 87% 1,957,85; 85%
Investments in mutual funds and other equity séesri 2,06: —% 2,07 —%
Total $ 2,557,24! 10(% $ 2,298,55! 10C%
(dollars in thousands) Investment Securities Held to Maturity
June 30, 2015 December 31, 2014
Amortized Amortized
Cost % Cost %
Residential mortgage-backed securities and codlbted
mortgage obligations $ 4,80 10% $ 5,08¢ 98%
Other investment securities — —% 12¢ 2%
Total $ 4,807 10(% $ 5,211 10C%

We review investment securities on an ongoing Hasithe presence of other-than-temporary impaitn§&dTTI") or permanent impairment,
taking into consideration current market conditidiag value in relationship to cost, extent antuna of the change in fair value, issuer rating
changes and trends, whether we intend to sellaiseor if it is likely that we will be requiredtsell the security before recovery of our
amortized cost basis of the investment, which meynbturity, and other factors.

Gross unrealized losses in the available for salestment portfolio was $18.6 million at June 3B12. This consisted primarily of unrealized
losses on residential mortgage-backed securitiesalhateralized mortgage obligations of $17.4 imill. The unrealized losses were primarily
caused by interest rate increases subsequent putblease of the securities, and not credit qualitythe opinion of management, these
securities are considered only temporarily impaded to changes in
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market interest rates or the widening of marketags subsequent to the initial purchase of therisiesy and not due to concerns regarding the
underlying credit of the issuers or the underlyiogjateral.

Restricted Equity Securities
Restricted equity securities were $46.9 milliodae 30, 2015 and $119.3 million at December 314 2Gth the decrease attributable to
redemptions of FHLB stock during the six monthsezhdune 30, 2015. Of the $46.9 million at June28@5 , $45.5 million represented the

Bank's investment in the FHLBs of Des Moines and Bancisco. FHLB stock is carried at par and dagdave a readily determinable fair
value. Ownership of FHLB stock is restricted to Et¢L.B and member institutions, and can only be pased and redeemed at par.

Loans and Leases

Loans andLeases, net

Total loans and leases outstanding at June 30, 23& $16.0 billion , an increase of $646.5 milles compared to year-end 2014 . The
increase included net new loan and lease origingitid $817.6 million , partially offset by loanddof $149.4 million , charge-offs of $20.0

million , and transfers to other real estate owoie®2.6 million during the period.

The following table presents the concentrationritiistion of the loan and lease portfolio, net ofeteed fees and costs, as of June 30, 2015 at
December 31, 2014 .

Loan and Lease Concentration

(dollars in thousands) June 30, 2015 December 31, 2014
Amount Percentage Amount Percentage

Commercial real estate

Non-owner occupied term, net $ 3,294,35! 20.7% $ 3,290,611 21.5%

Owner occupied term, net 2,636,801 16.5% 2,633,86 17.2%

Multifamily, net 2,859,88. 17.%% 2,638,611 17.2%

Construction & development, net 244,35: 1.5% 258,72: 1.7%

Residential development, net 76,73¢ 0.5% 81,84¢ 0.5%
Commercial

Term, net 1,374,52 8.6% 1,396,08! 9.1%

LOC & other, net 981,89 6.1% 1,029,62 6.7%

Leases and equipment finance, net 630,69! 3.€% 523,11« 3.4%
Residential

Mortgage, net 2,533,04. 15.€% 2,233,73! 14.€%

Home equity loans & lines, net 882,59¢ 5.5% 852,47¢ 5.6%
Consumer & other, net 459,30t 2.%% 389,03¢ 2.5%

Total, net of deferred fees and costs $ 1597419 100.% $  15,327,73 100.(%
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Asset Quality and Non-Performing Assets
Non-Performing Assets

The following table summarizes our non-performisgets and restructured loans as of June 30, 2@1Berember 31, 2014 :

(in thousands) June 30, December 31,
2015 2014
Loans and leases on non-accrual status $ 33,57 % 52,04:
Loans and leases past due 90 days or more andragcru 13,52¢ 7,512
Total non-performing loans and leases 47,10: 59,55
Other real estate owned 23,03¢ 37,94
Total non-performing assets $ 70,13¢ % 97,49¢
Restructured loang) $ 37,020 % 54,83t
Allowance for loan and lease losses $ 127,07. $ 116,16’
Reserve for unfunded commitments 2,86¢ 3,53¢
Allowance for credit losses $ 129,93 % 119,70t
Asset quality ratios:
Non-performing assets to total assets 0.31% 0.45%
Non-performing loans and leases to total loansleasks 0.2%% 0.3<%
Allowance for loan and leases losses to total I@antsleases 0.8(% 0.7€%
Allowance for credit losses to total loans and ésas 0.81% 0.78%
Allowance for credit losses to total non-performlogns and leases 276% 201%

(1) Represents accruing restructured loans perforngngrding to their restructured tern

Under acquisition accounting rules, loans (inclgdimose considered non-performing) acquired froemli®y were recorded at their estimated
fair value. The Company recognized the loan pddfatquired from Sterling at fair value as of asifion date, which resulted in a discount to
the loan portfolio’s previous carrying value. Neitithe credit portion nor any other portion of thie value mark is reflected in the reported
allowance for loan losses, or related allowancescaye ratios, but we believe should be considerehwomparing the current quarter ratic
similar ratios in periods prior to the acquisitiohSterling. Nonperforming loans and leases to total loans anetehave declined from perio
prior to the acquisition of Sterling due to the Bwpof the purchase credit impaired loans not beiolgided in non-performing loans, however,
these acquired loans are included in the totald@am leases. In addition, the allowance for cledi ratios have declined from periods pric
the acquisition of Sterling due to the acquirechbbbeing included in total loans and leases, bubhaeing a related allowance due to the
application of the credit discount.

The purchased non-credit impaired loans had remgicriedit discount that is expected to accreteimtrest income over the life of the loans
of $94.4 million and $122.4 million, as of June 3015 and December 31, 2014 , respectively. Thehased credit impaired loan pools had
remaining discount of $57.8 million and $66.5 noitlj as of June 30, 2015 and December 31, 201f¢ecteely.

Loans acquired with deteriorated credit quality @aeounted for as purchased credit impaired pdgisically this would include loans that
were considered non-performing or restructuredf asquisition date. Accordingly, subsequent to dsitjan, loans included in the purchased
credit impaired pools are not reported as non-perifty loans based upon their individual performastegus, so the categories of nonaccrual,
impaired and 90 day past due and accruing do htde any purchased credit impaired loans.
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The Bank has written down impaired, non-accruah$oas of June 30, 201& their estimated net realizable value and expessiution with n
additional material loss, absent further declinenarket prices. The following tables summarize mam-performing loans and leases by loan
type as of June 30, 2015 and December 31, 2014 :

Non-Performing Loans by Type

(in thousands) June 30, December 31,
2015 2014
Commercial real estate

Non-owner occupied term, net $ 3,771 % 9,24(
Owner occupied term, net 6,03t 8,292
Multifamily, net — 30C

Commercial
Term, net 20,32¢ 19,10(
LOC & other, net 1,49¢ 10,04¢
Leases and equipment finance, net 3,98¢ 5,77¢

Residential
Mortgage, net 9,46 4,944
Home equity loans & lines, net 1,467 1,36/
Consumer & other, net 551 48€
Total $ 47,10 % 59,55:

The Company has performed, and will continue tdgoer, extensive reviews of our permanent commereial estate portfolio, including str
testing. We performed reviews on both our memer and owner occupied credits to verify leasitagus, to ensure the accuracy of risk rati
and to develop proactive action plans with borr@ngr projects where debt service coverage has edopglow the Bank's benchmark. There
can be no assurance that any further declinesonoggic conditions, such as potential increasestmilror office vacancy rates, will exceed the
projected assumptions utilized in the stress tgstimd may result in additional non-performing loanthe future.

Restructured Loans

At June 30, 2015 and December 31, 2014 , impadgedd of $37.0 million and $54.8 million , respeelyy were classified as performing
restructured loans. The restructurings were gdainteesponse to borrower financial difficulty, ageinerally provide for a temporary
modification of loan repayment terms. The perforgniastructured loans on accrual status represerdipally the only impaired loans accrui
interest at June 30, 2015 . In order for a resitred loan to be considered performing and on at&tatus, the loan's collateral coverage
generally will be greater than or equal to 100%hefloan balance, the loan must be current on patgnand the borrower must either prefund
an interest reserve or demonstrate the abilitya&arpayments from a verified source of cash flow.

A further decline in the economic conditions in general market areas or other factors could adleimpact individual borrowers or the lo

portfolio in general. Accordingly, there can beassurance that loans will not become 90 days oe mast due, become impaired or placed or
non-accrual status, restructured or transferresdtter real estate owned in the future.
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Allowance for Loan and Lease Losses and Reserve fonfunded Commitments

The ALLL totaled $127.1 million at June 30, 201dn,increase of $10.9 million from $116.2 millionecember 31, 2014 . The following
table shows the activity in the ALLL for the thraed six months ended June 30, 2015 and 2014 :

Allowance forLoan and Lease Losses

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

Balance, beginning of period $ 120,10: $ 97,02¢ % 116,16 $ 95,08t
Charge-offs (7,442) (7,332) (19,987 (13,56¢€)
Recoveries 3,15¢ 2,102 7,00( 4,30¢
Net charge-offs (4,287 (5,230 (12,98 (9,257)
Provision charged to operations 11,25¢ 14,69¢ 23,89: 20,66
Balance, end of period $ 127,07.  $ 106,49: $ 127,07,  $ 106,49!
As a percentage of average loans and leases (&@ed)al

Net charge-offs 0.11% 0.15% 0.17% 0.17%

Provision for loan and lease losses 0.2% 0.42% 0.31% 0.3%
Recoveries as a percentage of charge-offs 42.3% 28.61% 35.02% 31.76%

The increase in allowance for loan and lease lease$ June 30, 2015 compared to the same peritiek qfrior year was primarily the result of
growth in our loan and lease portfolios, partiaffset by continued stabilizing credit quality cheteristics of the portfolio. Additional
discussion on the change in provision for loan laade losses is provided under the heaBirnyision for Loan and Lease Lossdsove.

The following table sets forth the allocation oé thllowance for loan and lease losses and peréépdrts in each category to total loans and
leases (excluding deferred loan fees) as of Jun2®(b and December 31, 2014 :

(dollars in thousands) June 30, 2015 December 31, 2014
Amount % Amount %
Commercial real estate $ 58,16¢ 57.1% $ 55,18 58.1%
Commercial 45,69° 18.6% 41,21¢ 19.2%
Residential 17,96 21.2% 15,92: 20.2%
Consumer & other 5,24¢ 2.5% 3,84¢ 2.5%
Allowance for loan and lease losses $ 127,07: $ 116,16

At June 30, 2015 , the recorded investment in latassified as impaired totaled $64.2 million ,inét corresponding valuation allowance
(included in the allowance for loan and lease Isss€$1.2 million . The valuation allowance orpaired loans represents the impairment
reserves on performing current and former restredtlbans and nonaccrual loans. At December 314 2@ total recorded investment in
impaired loans was $102.6 million , with a corrasiog valuation allowance (included in the allowarior loan and lease losses) of $1.4
million .
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The following table presents a summary of actiiuityhe reserve for unfunded commitments ("RUC"):

Summary of Reserve for Unfunded Commitments Activ

(in thousands) Three months ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Balance, beginning of period $ 3,19« % 1,417 $ 3,53¢ $ 1,43¢
Net change to other expense (330 (53¢ (675) (557)
Acquired reserve — 3,96¢ — 3,96¢
Balance, end of period $ 2,86¢ $ 4,84t % 2,86¢ $ 4,84

We believe that the ALLL and RUC at June 30, 20d5salfficient to absorb losses inherent in the laath lease portfolio and credit
commitments outstanding as of that date basedeheaht information available. This assessment,biasgart on historical levels of net
charge-offs, loan and lease growth, and a detafieig¢w of the quality of the loan and lease poitfahvolves uncertainty and judgment.
Therefore, the adequacy of the ALLL and RUC carm@tletermined with precision and may be subjechémge in future periods. In addition,
bank regulatory authorities, as part of their pgida@xamination of the Bank, may require additiactedrges to the provision for loan and lease
losses in future periods if warranted as a reduteir review.

Residential Mortgage Servicing Rights

The following table presents the key elements ofresidential mortgage servicing rights portfolow the three and six months ended June 30
2015 and 2014 :

Summary of Residential Mortgage Servicing Righ

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

Balance, beginning of period $ 116,36' $ 49,22( $ 117,25¢ $ 47,76"
Acquired/purchased MSR — 62,77( — 62,77(
Additions for new MSR capitalized 11,26 5,36% 20,10: 7,77(
Changes in fair value:

Due to changes in model inputs or assumptfns 5,071 (784) 934 (1,87))
Other® (5,500 (2,37¢) (11,089 (2,247)
Balance, end of period $ 127,20t $ 114,19: $ 127,20t $ 114,19.

(1) Principally reflects changes in discount rates mmgayment speed assumptions, which are primdfégtad by changes in interest ra
(2) Represents changes due to collection/realizatiaxpécted cash flows over tir

Information related to our residential servicednli@artfolio as of June 30, 2015 and December 314 2@as as follows:

(dollars in thousands) June 30, 2015 December 31, 2014
Balance of residential loans serviced for others $ 12,302,86 $ 11,590,31
MSR as a percentage of serviced loans 1.05% 1.01%

Mortgage servicing rights are adjusted to fair eaduiarterly with the change recorded in mortgageing revenue.
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Goodwill and Other Intangibles Assets

At June 30, 2015 and December 31, 2014 , we hadvgt@f $1.8 billion . Goodwill of $1.0 billion \as recorded during 2014 in connection
with the Sterling Merger. No goodwill impairmenskes have been recognized in the periods presented.

At June 30, 2015, we had other intangible ase$8D.1 million , as compared to $56.7 million aad@mber 31, 2014 . Other intangibles of
$54.6 million were recorded in connection with 8terling Merger. The decrease from December 314 28lhtes to the amortization of the
other intangible assets of $5.6 million for the signths ended June 30, 2015.

Deposits

Total deposits were $17.1 billion at June 30, 2048 increase of $252.9 million , as compared toeber 31, 2014 . The increase is
attributable to increases in non-maturity depggies, offset by a decrease in total time deposits.

The following table presents the deposit balangemajor category as of June 30, 2015 and Decemhe2(® 4 :

(dollars in thousands) June 30, 2015 December 31, 2014
Amount Percentage Amount Percentage
Non-interest bearing $ 4,927,52 3% $ 4,744,80. 28%
Interest bearing demand 2,090,59! 12% 2,054,99. 12%
Money market 6,374,62. 37% 6,113,13! 36%
Savings 1,058,33 6% 971,18! 6%
Time, $100,000 or greater 1,615,044 9% 1,765,72 10%
Time, less than $100,000 1,078,91! 6% 1,242,25 8%
Total $ 17,145,04 10(% $ 16,892,09 10(%

At June 30, 2015 and December 31, 2014 , the Coytpphrokered deposits totaled $758.9 million an6@s8 million , respectively.

Borrowings

At June 30, 2015, the Bank had outstanding $32#ilibn of securities sold under agreements to repase and no outstanding federal funds
purchased balances. The Bank had outstanding teltnod $890.0 million at June 30, 2015 . Term drlistanding as of June 30, 2015
decreased $116.4 million since December 31, 2@&ances from the FHLB amounted to $889.5 millgdrihe total term debt and are sect
by investment securities and loans secured byestate. The FHLB advances have fixed interess rateging from 0.48% to 7.10% and
mature in 2015 through 2030 .

Junior Subordinated Debentures

We had junior subordinated debentures with carryelges of $353.6 million and $350.9 million at 880, 2015 and December 31, 2014 ,
respectively. The increase is due to the chandgrivalue for the junior subordinated debentwgelected to be carried at fair value. As of
June 30, 2015, the majority of the junior suboatidl debentures had interest rates that are dolgista a quarterly basis based on a spread
over three month LIBOR. Interest expense for jusigbordinated debentures increased for the sixim@nded June 30, 2015 , compared to
the same period in 2014 , primarily resulting frpmior subordinated debentures assumed in theiigjévierger.

Liquidity and Cash Flow

The principal objective of our liquidity managem@nbgram is to maintain the Bank's ability to miset day-to-day cash flow requirements of
our customers who either wish to withdraw fundsoodraw upon credit facilities to meet their cagleds.

We monitor the sources and uses of funds on a tasjs to maintain an acceptable liquidity positiOne source of funds includes public
deposits. Individual state laws require banks ftateralize public deposits, typically as a peregat of their public deposit balance in excess c
FDIC insurance. Public deposits represented 1@B8ital deposits at June 30, 2015 and 11.7% af ti#posits at December 31, 2014 . The
amount of collateral required varies by state amag also vary by institution within each state, defiag on the individual state's risk
assessment of depository institutions. Changédsein t
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pledging requirements for uninsured public depasidy require pledging additional collateral to sedhese deposits, drawing on other sot

of funds to finance the purchase of assets thatdumeiavailable to be pledged to satisfy a pledgeatpirement, or could lead to the withdra

of certain public deposits from the Bank. In adtitto liquidity from core deposits and the repaytaemd maturities of loans and investment
securities, the Bank can utilize established unciatachfederal funds lines of credit, sell secustiender agreements to repurchase, borrow or
secured basis from the FHLB or issue brokeredfaates of deposit.

The Bank had available lines of credit with the BHiotaling $4.7 billion at June 30, 2015 , subjectertain collateral requirements, namely
the amount of pledged loans and investment seesirifihe Bank had available lines of credit with Fleeleral Reserve totaling $576.4 million ,
subject to certain collateral requirements, nartfedyamount of certain pledged loans. The Bank magdmmitted federal funds line of credit
agreements with additional financial institutiontating $450.0 million at June 30, 2015 . Avail#kibf lines is subject to federal funds
balances available for loan and continued borradigibility. These lines are intended to suppourstierm liquidity needs, and the agreement:
may restrict consecutive day usage.

The Company is a separate entity from the Banknamst provide for its own liquidity. Substantiallif af the Company's revenues are obtai
from dividends declared and paid by the Bank. Therre $73.0 million of dividends paid by the Banktie Company in the six months endec
June 30, 2015 . There are statutory and regulgiayisions that could limit the ability of the Bato pay dividends to the Company. We
believe that such restrictions will not have anexde impact on the ability of the Company to fuscquarterly cash dividend distributions to
common shareholders and meet its ongoing cashatiolits, which consist principally of debt servieetbe outstanding junior subordinated
debentures. As of June 30, 2015 , the Companydatitiawve any borrowing arrangements of its own.

As disclosed in th€onsolidated Statements of Cash Flowst cash provided by operating activities was.$&dillion during the six months
ended June 30, 2015 , with the difference betwash provided by operating activities and net incéamgely consisting of originations of
loans held for sale of $1.9 billion , offset by peeds from the sale of loans held for sale of $ili®n . This compares to net cash provided by
operating activities of $23.1 million during the shonths ended June 30, 2014 , with the differdseteveen cash provided by operating
activities and net income largely consisting oragians of loans held for sale of $828.1 milliorffset by proceeds from the sale of loans held
for sale of $782.7 million .

Net cash 0$884.0 million used by investing activities durithg six months ended June 30, 2015 consisted pailigiof purchases of
investment securities available for sale of $618illion , net loan originations of $817.6 millioroffset by proceeds from investment securitie:
available for sale of $337.1 million and proceaws T sale of loans and leases of $164.9 milliofihis compares to net cash of $266.3 million
provided by investing activities during the six nfmmended June 30, 2014 , which consisted prirlgipébroceeds from investment securities
available for sale of $943.1 million , proceedsirthe sale of loans and leases of $159.4 milliamd, net cash received from acquisitions of
$116.9 million , partially offset by purchases w¥@éstment securities available for sale of $346IBam , net loan originations of $461.2

million , and net cash paid in branch divestituir&130.6 million .

Net cash 0$77.2 million provided by financing activities dog the six months ended June 30, 2015 primarilpisted of $255.8 million
increase in net deposits, offset by the divideradld pn common stock of $66.2 million , and the $01&illion repayment of term debt. This
compares to net cash of $239.4 million used inrfaireg activities during the six months ended Jule2B14 , which consisted primarily of a
net decrease in securities sold under agreemenrgptiochase of $494.6 million and $33.9 milliordimidends paid on common stock, offset by
a $335.8 million increase in net deposits.

Although we expect the Bank's and the Companygdity positions to remain satisfactory during 2Q1i6is possible that our deposit balance
for 2015 may not be maintained at previous levakst pricing pressure or, in order to generatesi¢growth, our pricing may need to be
adjusted in a manner that results in increasedast&xpense on deposits.

Off-balance-Sheet Arrangements

Information regarding Off-Balance-Sheet Arrangemaésitincluded in Note 9 of tHéotes to Condensed Consolidated Financial Statesnent

Concentrations of Credit Risk

Information regarding Concentrations of Credit Riskicluded in Note 9 of thdotes to Condensed Consolidated Financial Statesnent

77




Table of Contents
Capital Resources

Shareholders' equity at June 30, 2015 was $3i8rbillan increase of $26.6 million from December&114 . The increase in shareholders'
equity during the six months ended June 30, 2015Smiacipally due to net income for the period effey declared common dividends.

The following table shows the Company's consolidiaied the Bank's capital adequacy ratios compar#tktregulatory minimum capital ratio
and the regulatory minimum capital ratio neededqualify as a "well-capitalized" institution, as calated under regulatory guidelines of Basel
[l at June 30, 2015 and as calculated under régylguidelines of Basel | at December 31, 2014 :

(dollars in thousands) For Capital To be Well
Actual Adequacy purposes Capitalized

Amount Ratio Amount Ratio Amount Ratio

As of June 30, 2015

Total Capital
(to Risk Weighted Assets)
Consolidated $ 2,468,04. 145% $ 1,355,18 8.0(% $ 1,693,98 10.00%
Umpqua Bank $ 2,283,117 135:% $ 1,347,74 8.0(% $ 1,684,68 10.00%
Tier | Capital
(to Risk Weighted Assets)
Consolidated $ 1,992,24! 11.7¢6 $ 1,016,38: 6.0(% $ 1,016,38: 8.0(%
Umpqua Bank $ 2,153,36! 12.7¢% $ 1,010,80: 6.0(% $ 1,347,74 8.0(%

Tier | Common
(to Risk Weighted Assets)

Consolidated $ 1,954,441 11.5%% 762,29: 4.5(% 1,101,08 6.5(%
Umpqua Bank $ 2,153,36! 12.7¢% $ 758,10t 45% $ 1,095,04. 6.5(%
Tier | Capital
(to Average Assets)
Consolidated $ 1,992,24! 95t% $  834,66: 40% $ 1,043,322 5.0(%
Umpqua Bank $ 2,153,36! 10.32% $ 834,58 400% $ 1,043,22 5.0(%
As of December 31, 2014
Total Capital
(to Risk Weighted Assets)
Consolidated $ 2,391,26 15.2(% $ 1,258,19 8.0(% $ 1,572,74 10.0%
Umpqua Bank $ 2,181,77 13.9(% $ 1,255,81! 8.0(% $ 1,569,77. 10.00%
Tier | Capital
(to Risk Weighted Assets)
Consolidated $ 2,271,556 144% $  629,09¢ 4.0% $ 943,64 6.0(%
Umpqua Bank $ 2,062,15. 13.1% $  627,91( 40(% $ 941,86 6.0(%
Tier | Capital
(to Average Assets)
Consolidated $ 2,271,556 109% $ 827,12 40% $ 1,033,991 5.0(%
Umpqua Bank $ 2,062,15. 9.9¢% $  828,06: 40% $ 1,035,07 5.0(%

The phase-in period for the final rules that reis®regulatory capital rules to incorporate certaivisions by the Basel Committee on Bankin
Supervision to the Basel capital framework ("BdH&] began for the Company on January 1, 2015hviutl compliance with the final rules in
their entirety required to be phased in on Jantag019.
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The final rules, among other things, include a @wewimon equity Tier 1 capital ("CET1") to risk-wetgh assets ratio, including a capital
conservation buffer, which will gradually incredsem 4.5% on January 1, 2015 to 7.0% on Janua®p19. The final rules also raise the
minimum ratio of Tier 1 capital to risk-weightedsass from 4.0% to 6.0% on January 1, 2015 to 8.68%eamuary 1, 2019, as well as require a
minimum leverage ratio of 4.0%.

Under the final rules, as Umpqua grew above $1#i0rbin assets as a result of an acquisition,dbmbined trust preferred security debt
issuances are required to be phased out of TiadIrdio Tier 2 capital (75% starting in the firstagter of 2015 and 100% starting in the first
quarter of 2016). The final rules also providedarumber of adjustments to and deductions fronméve CET1. Under Basel lll, the effects of
certain accumulated other comprehensive itemsairexcluded; however, the Company and the Bank haaade a one-time permanent
election to continue to exclude these items in rd@void significant variations in the level afpital depending on the impact of interest rate
fluctuations on the fair value of the Company'susiies portfolio. In addition, deductions includer example, the requirement that mortgage
servicing rights, certain deferred tax assets ppeddent upon future taxable income and signifizar@stments in non-consolidated financial
entities be deducted from CET1 to the extent thgtane such category exceeds 10% of CET1 or afl sategories in the aggregate exceed
15% of CETL1.

The Company's dividend policy considers, amongrdthiags, earnings, regulatory capital levels,dkierall payout ratio and expected asset
growth to determine the amount of dividends dedaifeany, on a quarterly basis. There is no assigdhat future cash dividends on common
shares will be declared or increased. The followaige presents cash dividends declared and dididagiout ratios (dividends declared per
common share divided by basic earnings per comrhare} for the three and six months ended June(®® and 2014 :

Cash Dividends and Payout Ratios per Common Share

Three months ended Six months ended
June 30, June 30,
2015 2014 2015 2014
Dividend declared per common share $ 0.1t % 0.1t % 0.3C % 0.3C
Dividend payout ratio 60% 167% 65% 13C%

As of June 30, 2015, a total of 11.7 millisimares are available for repurchase under the Qoytspeurrent share repurchase plan. In June
the Company repurchased 360,000 shares undeddhisThe Board of Directors approved an extensicdh@repurchase plan to 2017. The
timing and amount of future repurchases will depepdn the market price for our common stock, s¢iesrlaws restricting repurchases, asset
growth, earnings, and our capital plan. In additiour stock plans provide that option and awailddrs may pay for the exercise price and ta
withholdings in part or whole by tendering previlyuseld shares.

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

Our assessment of market risk as of June 30, 2li&ates there are no material changes in the igative and qualitative disclosures from
those in our Annual Report on Form 10-K for theryeraded December 31, 2014 .

ltem 4. Controls and Procedures

Our management, including our Chief Executive @ifjcChief Financial Officer and Principal Accourgti@fficer, has concluded that our
disclosure controls and procedures are effectitarialy alerting them to information relating to th&t is required to be included in our
periodic filings with the SEC. The disclosure colgrand procedures were last evaluated by managerserf June 30, 2015 .

No change in our internal controls occurred duthigsecond quarter of 2015 that has materiallyctdte or is reasonably likely to materia
affect, our internal controls over financial refogt
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Part Il. OTHER INFORMATION

tem 1. Legal Proceedings

Due to the nature of our business, we are invoindegal proceedings that arise in the ordinaryrsewf our business. While the outcome of
these matters is currently not determinable, waaaxpect that the ultimate costs to resolve tihestters will have a material adverse effect
on our consolidated financial position, result®pérations or cash flows.

The Company assumed, as successor-in-interesttiingt the defense of litigation matters pendiggiast Sterling. Sterling previously
reported that on December 11, 2009, a putativergiesuclass action complaint captioned City of Rdle Employees' Retirement System v.
Sterling Financial Corp., et al., No. CV 09-0036B<; was filed in the United States District Coant the Eastern District of Washington
against Sterling and certain of its current andnfer officers. On June 18, 2010, lead plaintiffdile consolidated complaint alleging that the
defendants violated sections 10(b) and 20(a) of#reurities Exchange Act of 1934 and SEC Rule 1bp-haking false and misleading
statements concerning Sterling's business anddialaresults. Plaintiffs sought unspecified damaged attorneys' fees and costs. On August
30, 2010, Sterling moved to dismiss the Complaint the court granted the motion to dismiss withweajudice on August 5, 2013. On
October 11, 2013, the lead plaintiff filed an ameshdonsolidated complaint with the same defendat#ss period, alleged violations, and
relief sought. On January 24, 2014, Sterling maweedismiss the amended consolidated complaintoanBieptember 17, 2014, the court
entered an order dismissing the amended consdiidat@plaint in its entirety with no further leaweamend. On October 24, 2014, plaintiffs
filed a Notice of Appeal to the U.S. Court of Apfsetor the Ninth Circuit from the district courtsder granting the motion to dismiss the
amended consolidated complaint. Appellant filedbjiening brief on April 3, 2015 and the Compangdiits reply brief on June 17, 2015;
additional briefing may be filed in August 2015.

See Note 9 of the Notes to tBendensed Consolidated Financial Stateméorts discussion of the Company's involvementtigdition
pertaining to Visa Inc.

Iltem 1A. Risk Factors

In addition to the other information set forth mstreport, including the updated risk factorsestdielow, you should carefully consider the
factors discussed under "Part I--ltem 1A--Risk Begltin our Form 10-K for the year ended Decemlder2®14 . These factors could
materially and adversely affect our business, famarcondition, liquidity, results of operationsdagapital position, and could cause our actual
results to differ materially from our historicakrdts or the results contemplated by the forwaakilog statements contained in this

report. There have been no material changes fnemisk factors described in our Form 10-K.

ltem 2.  Unregistered Sales of Equity Securities and Use Bfoceeds

€) Not applicable
(b) Not applicable
(c) The following table provides information absepurchases of common stock by the Company duniagjtiarter ended June 30,
2015:
Maximum Number of
Total Number of Shares Remaining Shares that
Total number Purchased as Part of May be Purchased at
of Common Shares Average Price Publicly Announced Plan Period End under the
Period Purchased (1) Paid per Common Share (2) Plan
4/1/15-4/30/15 41,99¢ $ 17.2% — 12,013,42
5/1/15-5/31/15 2,360 % 17.3¢ — 12,013,42
6/1/15-6/30/15 387,09¢ $ 17.6% 360,00( 11,653,42
Total for quarter 431,45. % 17.5¢ 360,00(

(1) Common shares repurchased by the Companygitiinquarter consist of cancellation of 22,31@ref to be issued upon vesting of
restricted stock awards and 47,976 shares to bedsgpon vesting of restricted stock units to péphelding taxes. During the three
months ended June 30, 2015, 360,000 shares warnehased pursuant to the Company's publicly ancexlinorporate stock repurchase
plan described in (2) below.
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(2) The Company's share repurchase plan, whicHivgagpproved by its Board of Directors and anmmad in August 2003, was amended on
September 29, 2011 to increase the number of consimares available for repurchase under the pldb toillion shares. The repurchase
program was extended in April 2013 to run throughel2015, but was recently extended to July 317 2§1the Board of Directors. As of
June 30, 2015, a total of 11.7 million shares iapthavailable for repurchase. The timing and arhofifuture repurchases will depend
upon the market price for our common stock, lawe mgulations restricting repurchases, asset graeimings, and our capital plan.

Item 3. Defaults upon Senior Securities
Not applicable

Item 4. Mine Safety Disclosures

Not applicable

Item 5. Other Information

Not applicable

ltem 6. Exhibits

The exhibits filed as part of this Report and eihiimcorporated herein by reference to other danare listed in the Exhibit Index to this
Report, which follows the signature page.
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SIGNATURES
Pursuant to the requirement of the Securities BExghaict of 1934, the registrant has duly causedréport to be signed on its behalf by the

undersigned thereunto duly authorized.

UMPQUA HOLDINGS CORPORATION
(Registrant)

Dated August 6, 2015 /sl Raymond P. Davis

Raymond P. Davis
President and Chief Executive Officer

Dated August 6, 2015 /s/ Ronald L. Farnsworth

Ronald L. Farnsworth
Executive Vice President/ Chief Financial Officeda
Principal Financial Officer

Dated August 6, 2015 /s/ Neal T. McLaughlin

Neal T. McLaughlin
Executive Vice President/Treasurer and
Principal Accounting Officer
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EXHIBIT INDEX

Exhibit # Description
3.1 (a) Restated Articles of Incorporation, as ades

3.2 (b) Bylaws, as amended
4.1 (c) Specimen Common Stock Certificate

4.2 The Company agrees to furnish upon requabet€ommission a copy of each instrument definirggrights of holders of senior
and subordinated debt of the Company.

31.1 Certification of Chief Executive Officer undgection 302 of the Sarbanes-Oxley Act of 2002
31.2 Certification of Chief Financial Officer undsection 302 of the Sarbanes-Oxley Act of 2002
31.3 Certification of Principal Accounting Officander Section 302 of the Sarbanes-Oxley Act 02200

32 Certification of Chief Executive Officer, ChiBinancial Officer and Principal Accounting Offigearsuant to Section 906 of the
Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document *

101.SCH XBRL Taxonomy Extension Schema Document *
101.CAL XBRL Taxonomy Extension Calculation Linkleal3ocument *
101.DEF XBRL Taxonomy Extension Definition Linkba®ecument *
101.LAB XBRL Taxonomy Extension Label Linkbase Downt *
101.PRE XBRL Taxonomy Extension Presentation LiskbBocument *

* Pursuant to Rule 406T of Regulation S-T, thegeractive data files are deemed not filed or phet egistration statement or prospectus for
purposes of Sections 11 or 12 of the SecuritiesofA&033, as amended, or Section 18 of the Seesi@nd
Exchange Act of 1934, as amended and otherwiseadrgubject to liability under those sections.

** Indicates compensatory plan or arrangement

(&) Incorporated by reference to Exhibit 3. Ftom 8-K filed May 7, 2014
(b) Incorporated by reference to Exhibit 3.Ztym 8-K filed April 22, 2008
(c) Incorporated by reference to Exhibit 4tte Registration Statement on Form S-8 (No. 333-yfied April 28, 1999
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EXHIBIT 31.1
CERTIFICATION OF
CHIEF EXECUTIVE OFFICER UNDER SECTION 302 OF THE SA RBANES-OXLEY ACT OF 2002
I, Raymond P. Davis, certify that:
1.1 have reviewed this quarterly report on FormQ@f Umpqua Holdings Corporatio

2.Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not mislgadth respect to the period covered
by this report;

3.Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4.The registrant's other certifying officers ande aesponsible for establishing and maintainingldgae controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal controls over financial reporting (as defil in Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:

a)Designed such disclosure controls and proceduresused such disclosure controls and procedures 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, particularly dgrihe period in which this report is being prepared

b)Designed such internal control over financial réjpgr; or caused such internal control over finahaaorting to be designed under
our supervision, to provide reasonable assurargaadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c)Evaluated the effectiveness of the registrantdakisire controls and procedures and presentedsimgiport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; and

d)Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) llas materially affected, or is
reasonably likely to materially affect, the regastt’s internal control over financial reporting;dan

5.The registrant's other certifying officers and Vdalisclosed, based on our most recent evaluafioriesnal control over financial reporting,
to the registrant's independent registered pubboanting firm and the audit committee of registisahoard of directors (or persons
performing the equivalent functions):

a)All significant deficiencies and material weaknessethe design or operation of internal contratiofmancial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refwaincial information; and

b)Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: August 6, 2015
/s/ Raymond P. Davis

Raymond P. Davis
President and Chief Executive Offic




Umpgqua Holdings Corporation



EXHIBIT 31.2
CERTIFICATION OF

PRINCIPAL FINANCIAL OFFICER UNDER SECTION 302 OF TH E SARBANES-OXLEY ACT OF 2002

I, Ronald L. Farnsworth, certify that:

1. I have reviewed this quarterly report on Fo®d of Umpqgua Holdings Corporatio

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortémstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemamd 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, amgtfe@ periods presented in this report;

4. The registrant's other certifying officers drade responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal controls over financial report{ag defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

a)

b)

d)

Designed such disclosure controls and procedorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegzh

Designed such internal control over finanogdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

Evaluated the effectiveness of the registratigslosure controls and procedures and presentesi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; and

Disclosed in this report any change in thegtgnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant's other certifying officers archve disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant's independent regist@ublic accounting firm and the audit committéeegistrant's board of directors (or
persons performing the equivalent functions):

a)

b)

All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the registraability to record, process, summarize and rtefraincial information; and

Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmiifiole in the registrant's
internal control over financial reporting.

Date: August 6, 2015

/sl Ronald L. Farnsworth

Ronald L. Farnsworth

Executive Vice President/Chief Financial Officedan
Principal Financial Officer

Umpgqua Holdings Corporation




EXHIBIT 31.3
CERTIFICATION OF

PRINCIPAL ACCOUNTING OFFICER UNDER SECTION 302 OF T HE SARBANES-OXLEY ACT OF 2002

I, Neal T. McLaughlin, certify that:
1. I have reviewed this quarterly report on Fo®d of Umpqua Holdings Corporatio

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

3. Based on my knowledge, the financial 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 officers drade responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal controls over financial report{ag defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataoce with generally accepted accounting princjples

c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; and

d) Disclosed in this report any change in thegtegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repdigt has materially affected, or is
reasonably likely to materially affect, the regasi’s internal control over financial reporting;dan

5. The registrant's other certifying officers archve disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant's independent regist@ublic accounting firm and the audit committéeegistrant's board of directors (or
persons performing the equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefrmaincial information; and

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

Date: August 6, 2015

/sl Neal T. McLaughlin

Neal T. McLaughlin

Executive Vice President/Treasurer and
Principal Accounting Officer

Umpgqua Holdings Corporation




Exhibit 32
CERTIFICATION OF

CHIEF EXECUTIVE OFFICER, PRINCIPAL FINANCIAL OFFICE R AND PRINCIPAL ACCOUNTING OFFICER
UNDER SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

This certification is given by the undersigned GHigecutive Officer, Principal Financial Officer @fPrincipal Accounting Officer of Umpq
Holdings Corporation (the “registrant”) pursuantSection 906 of the Sarban@sdey Act of 2002. Each of the undersigned hereéygifies
with respect to the registrant’s quarterly repartForm 106 for the period ended June 30, 2015 as filed with Securities and Exchar
Commission on the date hereof (the “Report”), that:

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

(2) The information contained in the Report fairly pets, in all material respects, the financial ctadiand result of operations of
registrant.

/sl Raymond P. Davis

Raymond P. Davis

President and Chief Executive Officer
Umpqgua Holdings Corporation

/s/ Ronald L. Farnsworth

Ronald L. Farnsworth

Executive Vice President/Chief Financial Officedan
Principal Financial Officer

Umpqua Holdings Corporation

/sl Neal T. McLaughlin

Neal T. McLaughlin

Executive Vice President/Treasurer and
Principal Accounting Officer

Umpqua Holdings Corporation

August 6, 2015



