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GLOSSARY OF DEFINED TERMS

ACL
ASU
Bank

Bank Merger

Basel 111
CECL
Columbia
Company
COVID-19
CVA

DCF
FASB
FDIC
Federal Reserve
FHLB
FinPac
FOMC
GAAP
GDP
GNMA
HELOC
LGD
LIBOR

Mergers

Merger Agreement

Merger Sub
MSR

PD

PPP

SBA

SEC

SOFR
TDR
Umpqua

Allowance for credit losses
Accounting Standards Update
Umpqua Bank

The proposed merger of Columbia State Bank, a Washington state-chartered bank and a wholly owned subsidiary
of Columbia, with the Bank, with the Bank as the surviving bank

Basel capital framework (third accord)
Current Expected Credit Losses

Columbia Banking System, Inc.

Umpqua Holdings Corporation

Coronavirus Disease 2019

Credit valuation adjustments

Discounted cash flow

Financial Accounting Standards Board
Federal Deposit Insurance Corporation
Board of Governors of the Federal Reserve System
Federal Home Loan Bank

Financial Pacific Leasing, Inc.

Federal Open Market Committee

Generally accepted accounting principles
Gross Domestic Product

Government National Mortgage Association
Home equity line of credit

Loss given default

London Inter-Bank Offered Rate

Merger Sub will merge with and into Umpqua, with Umpqua as the surviving entity, and immediately following
such merger, Umpqua will merge with and into Columbia, with Columbia as the surviving corporation.

Agreement and Plan of Merger dated as of October 11, 2021, by and among the Company, Columbia, and Merger
Sub

Cascade Merger Sub, Inc., a Delaware corporation and a direct, wholly owned subsidiary of Columbia
Mortgage servicing rights

Probability of default

Paycheck Protection Program

Small Business Administration

Securities and Exchange Commission

Secured Overnight Financing Rate

Troubled debt restructuring

Umpqua Holdings Corporation and its subsidiaries
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PART L. FINANCIAL INFORMATION
Item 1. Financial Statements (unaudited)

UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
(in thousands, except shares) June 30, 2022 December 31, 2021
ASSETS
Cash and due from banks (restricted cash of $0 and $3,593) $ 315,348  § 222,015
Interest bearing cash and temporary investments (restricted cash of $0 and $400) 687,233 2,539,606
Total cash and cash equivalents 1,002,581 2,761,621
Investment securities
Equity and other, at fair value 75,347 81,214
Available for sale, at fair value 3,416,707 3,870,435
Held to maturity, at amortized cost 2,637 2,744
Loans held for sale, at fair value 228,889 353,105
Loans and leases (at fair value: $309,628 and $345,634) 24,432,678 22,553,180
Allowance for credit losses on loans and leases (261,111) (248,412)
Net loans and leases 24,171,567 22,304,768
Restricted equity securities 10,867 10,916
Premises and equipment, net 165,196 171,125
Operating lease right-of-use assets 87,249 82,366
Other intangible assets, net 6,789 8,840
Residential mortgage servicing rights, at fair value 179,558 123,615
Bank owned life insurance 328,764 327,745
Deferred tax asset, net 70,134 —
Other assets 389,409 542,442
Total assets $ 30,135,694 $ 30,640,936
LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits
Non-interest bearing $ 11,129,209 $ 11,023,724
Interest bearing 15,003,214 15,570,961
Total deposits 26,132,423 26,594,685
Securities sold under agreements to repurchase 527,961 492,247
Borrowings 6,252 6,329
Junior subordinated debentures, at fair value 321,268 293,081
Junior subordinated debentures, at amortized cost 87,927 88,041
Operating lease liabilities 101,352 95,427
Deferred tax liability, net — 4,353
Other liabilities 440,235 317,503
Total liabilities 27,617,418 27,891,666
COMMITMENTS AND CONTINGENCIES (NOTE 6)
SHAREHOLDERS' EQUITY
Common stock, no par value, shares authorized: 400,000,000 in 2022 and 2021; issued and outstanding: 217,048,967 in 2022 and
216,625,506 in 2021 3,445,531 3,444,849
Accumulated deficit (619,108) (697,338)
Accumulated other comprehensive (loss) income (308,147) 1,759
Total shareholders' equity 2,518,276 2,749,270
Total liabilities and shareholders' equity $ 30,135,694  $ 30,640,936

See notes to condensed consolidated financial statements
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UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)
Three Months Ended Six Months Ended
(in thousands, except per share amounts) June 30, 2022 June 30, 2021 June 30, 2022 June 30, 2021
INTEREST INCOME
Interest and fees on loans and leases $ 234,674 $ 223470 $ 449,078 $ 444,611
Interest and dividends on investment securities:
Taxable 17,256 14,619 35,981 27,731
Exempt from federal income tax 1,369 1,487 2,741 3,021
Dividends 84 405 170 1,003
Interest on temporary investments and interest bearing deposits 2,919 774 4,272 1,398
Total interest income 256,302 240,755 492,242 477,764
INTEREST EXPENSE
Interest on deposits 4,015 7,016 7,931 17,694
Interest on securities sold under agreement to repurchase and federal funds purchased 66 68 129 144
Interest on borrowings 50 866 99 2,638
Interest on junior subordinated debentures 4,001 3,042 7,150 6,094
Total interest expense 8,132 10,992 15,309 26,570
Net interest income 248,170 229,763 476,933 451,194
PROVISION (RECAPTURE) FOR CREDIT LOSSES 18,692 (22,996) 23,496 (22,996)
Net interest income after provision (recapture) for credit losses 229,478 252,759 453,437 474,190
NON-INTEREST INCOME
Service charges on deposits 12,011 10,310 23,594 19,957
Card-based fees 10,530 10,274 19,238 17,648
Brokerage revenue 27 1,135 38 5,050
Residential mortgage banking revenue, net 30,544 44,443 91,330 109,476
Gain on sale of debt securities, net — — 2 4
(Loss) gain on equity securities, net (2,075) 4 (4,736) (702)
Gain on loan and lease sales, net 1,303 5,318 3,640 6,691
Bank owned life insurance income 2,110 2,092 4,197 4,163
Other income (losses) 785 17,499 (2,099) 37,588
Total non-interest income 55,235 91,075 135,204 199,875
NON-INTEREST EXPENSE
Salaries and employee benefits 110,942 121,573 224,080 245,707
Occupancy and equipment, net 34,559 34,657 69,388 69,292
Communications 2,585 3,004 5,339 5,767
Marketing 1,649 2,054 4,047 3,426
Services 14,402 13,512 25,739 24,262
FDIC assessments 2,954 1,607 7,470 4,206
Intangible amortization 1,026 1,130 2,051 2,260
Merger related expenses 2,672 — 4,950 —
Other expenses 8,785 11,863 18,940 22,072
Total non-interest expense 179,574 189,400 362,004 376,992
Income before provision for income taxes 105,139 154,434 226,637 297,073
Provision for income taxes 26,548 38,291 56,889 73,193
Net income $ 78,591 $ 116,143  $ 169,748  $ 223,880
Earnings per common share:
Basic $0.36 $0.53 $0.78 $1.02
Diluted $0.36 $0.53 $0.78 $1.01
‘Weighted average number of common shares outstanding:
Basic 217,030 220,593 216,906 220,481
Diluted 217,279 221,022 217,333 220,928

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

ix Months Ended

(in thousands) June 30, 2022 June 30, 2022 June 30, 2021

Net income $ 78,591 $ 116,143  § 169,748  $ 223,880
Available for sale securities:
Unrealized (losses) gains arising during the period (152,399) 22,821 (389,445) (64,524)
Income tax benefit (expense) related to unrealized losses 39,197 (5,870) 100,165 16,595
Reclassification adjustment for net realized gains in earnings — ) (4)
Income tax expense related to realized gains — — 1 1
Net change in unrealized (losses) gains for available for sale securities (113,202) 16,951 (289,281) (47,932)
Junior subordinated debentures, at fair value:
Unrealized losses arising during the period (15,064) (5,996) (27,767) (32,558)
Income tax benefit related to unrealized losses 3,875 1,542 7,142 8,374
Net change in unrealized losses for junior subordinated debentures, at fair value (11,189) (4,454) (20,625) (24,184)
Other comprehensive (loss) income, net of tax (124,391) 12,497 (309,906) (72,116)
Comprehensive (loss) income $ (45,800) $ 128,640 $ (140,158) $ 151,764

See notes to condensed consolidated financial statements
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UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

(UNAUDITED)
_ Ccommonswek MGt Comprehensive Income

(in thousands, except shares) Shares Amount Deficit) (Loss)

Balance at January 1, 2021 220,226,335 § 3,514,599 $ (932,767) $ 122,745  $ 2,704,577
Net income 107,737 107,737
Other comprehensive loss, net of tax (84,613) (84,613)
Stock-based compensation 2,964 2,964
Stock repurchased and retired (143,832) (2,315) (2,315)
Issuances of common stock under stock plans 408,700 — —
Cash dividends on common stock ($0.21 per share) (46,481) (46,481)
Balance at March 31, 2021 220,491,203 § 3,515,248 $ 871,511) § 38,132 § 2,681,869
Net income 116,143 116,143

Other comprehensive income, net of tax 12,497 12,497
Stock-based compensation 2,377 2,377
Stock repurchased and retired (957) (18) (18)
Issuances of common stock under stock plans 136,206 34 34
Cash dividends on common stock ($0.21 per share) (46,586) (46,586)
Balance at June 30, 2021 220,626,452 $ 3,517,641 $ (801,954) $ 50,629 $ 2,766,316
Net income 108,066 108,066
Other comprehensive loss, net of tax (30,420) (30,420)
Stock-based compensation 2,765 2,765

Stock repurchased and retired (4,011,808) (78,321) (78,321)
Issuances of common stock under stock plans 7,159 — —
Cash dividends on common stock ($0.21 per share) (46,027) (46,027)
Balance at September 30, 2021 216,621,803 § 3,442,085 $ (739,915) $ 20,209 § 2,722,379
Net income 88,354 88,354
Other comprehensive loss, net of tax (18,450) (18,450)
Stock-based compensation 2,300 2,800
Stock repurchased and retired (1,790) (36) (36)
Issuances of common stock under stock plans 5,493 — =
Cash dividends on common stock ($0.21 per share) (45,777) (45,777)
Balance at December 31, 2021 216,625,506 $ 3,444849 § (697,338) $ 1,759  § 2,749,270
Net income 91,157 91,157
Other comprehensive loss, net of tax (185,515) (185,515)
Stock-based compensation 2,454 2,454

Stock repurchased and retired (194,792) (4,037) (4,037)
Issuances of common stock under stock plans 536,157 — —
Cash dividends on common stock ($0.21 per share) (45,731) (45,731)
Balance at March 31, 2022 216,966,871  § 3,443266 $ (651,912) $ (183,756) $ 2,607,598

Net income 78,591 78,591

Other comprehensive loss, net of tax (124,391) (124,391)
Stock-based compensation 2,283 2,283

Stock repurchased and retired (4,267) (72) (72)
Issuances of common stock under stock plans 86,363 54 54

Cash dividends on common stock ($0.21 per share) (45,787) (45,787)
Balance at June 30, 2022 217,048,967 $ 3,445,531  $ (619,108) $ (308,147) $ 2,518,276

See notes to condensed consolidated financial statements
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UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
Six Months Ended
(in thousands) June 30, 2022 June 30, 2021
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 169,748  $ 223,880
Adjustments to reconcile net income to net cash provided by operating activities:
Amortization of investment premiums, net 3,771 8,181
Gain on sale of investment securities, net 2) )
Provision (recapture) for credit losses 23,496 (22,996)
Change in cash surrender value of bank owned life insurance (4,270) (4,236)
Depreciation, amortization and accretion 14,681 15,769
(Gain) loss on sale of premises and equipment (1,865) 593
Additions to residential mortgage servicing rights carried at fair value (15,203) (22,395)
Change in fair value of residential mortgage servicing rights carried at fair value (40,740) 12,603
Stock-based compensation 4,737 5,341
Net decrease in equity and other investments 1,131 276
Loss on equity securities, net 4,736 702
Loss (gain) on sale of loans and leases, net 5,376 (87,786)
Change in fair value of loans held for sale 6,852 17,215
Origination of loans held for sale (1,225,654) (2,888,555)
Proceeds from sales of loans held for sale 1,323,515 2,973,721
Change in other assets and liabilities:
Net decrease in other assets 204,548 49,333
Net increase in other liabilities 105,658 4,755
Net cash provided by operating activities 580,515 286,397
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of investment securities available for sale (175,656) (1,023,892)
Proceeds from investment securities available for sale 236,066 408,950
Redemption of restricted equity securities 67 26,453
Net change in loans and leases (1,947,302) (213,070)
Proceeds from sales of loans and leases 70,503 140,011
Change in premises and equipment (4,971) (8,822)
Proceeds from bank owned life insurance death benefits 3,251 2,708
Net cash received from sale of Umpqua Investments, Inc. — 10,781
Other 191 1,700
Net cash used in investing activities $ (1,817,851) $ (655,181)




Table of Contents

UMPQUA HOLDINGS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(UNAUDITED)

(in thousands)

Six Months Ended

June 30, 2022 June 30, 2021

CASH FLOWS FROM FINANCING ACTIVITIES:
Net (decrease) increase in deposit liabilities
Net increase in securities sold under agreements to repurchase

Repayment of borrowings
Net proceeds from issuance of common stock
Dividends paid on common stock
Repurchase and retirement of common stock
Net cash (used in) provided by financing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the period for:
Interest
Income taxes
SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND FINANCING ACTIVITIES:
Changes in unrealized gains and losses on investment securities available for sale, net of taxes
Changes in unrealized gains and losses on junior subordinated debentures carried at fair value, net of taxes

Transfer of loans held for sale to loans held for investment

See notes to condensed consolidated financial statements

(462,251)  $ 1,531,374
35,714 104,918
— (660,000)

54 34
(91,112) (92,579)
(4,109) (2,333)
(521,704) 881,414
(1,759,040) 512,630
2,761,621 2,573,181
1,002,581 $ 3,085,811
17,535 $ 26,646
31,477 $ 78,592
(289,281)  § (47,932)
(20,625) $ (24,184)
10,487  $ 315,887
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
Note 1 — Summary of Significant Accounting Policies

The accounting and financial reporting policies of Umpqua Holdings Corporation conform to accounting principles generally accepted in the United States of
America. All references in this report to "Umpqua," "we," "our," or "us" or similar references mean the Company and include our consolidated subsidiaries
where the context so requires. FinPac is the Bank's wholly-owned subsidiary, a commercial equipment leasing company. The accompanying interim condensed
consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries, and the Bank's wholly-owned subsidiaries. All inter-
company balances and transactions have been eliminated. The condensed consolidated financial statements have not been audited. A more detailed description
of the Company's accounting policies is included in the 2021 Annual Report filed on Form 10-K. These interim condensed consolidated financial statements
should be read in conjunction with the consolidated financial statements and related notes contained in the 2021 Annual Report filed on Form 10-K.

nn

In preparing these condensed consolidated financial statements, the Company has evaluated events and transactions subsequent to June 30, 2022, for potential
recognition or disclosure. In management's opinion, all accounting adjustments necessary to accurately reflect the financial position and results of operations on
the accompanying financial statements have been made. These adjustments include normal and recurring accruals considered necessary for a fair and accurate
presentation. The results for interim periods are not necessarily indicative of results for the full year or any other interim period.

Application of new accounting guidance

In March 2020, the FASB issued ASU No. 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial
Reporting. This ASU was issued to provide temporary optional guidance to ease the potential burden in accounting for reference rate reform. The guidance
provides optional expedients and exceptions for applying generally accepted accounting principles to contract modifications and hedging relationships, subject
to meeting certain criteria, that reference London Inter-Bank Offered Rate or another reference rate expected to be discontinued. The guidance further provides
an expedient of a one-time election to sell or transfer debt securities classified as held to maturity. The expedients are in effect from March 12, 2020, through
December 31, 2022.

In January 2021, the FASB issued ASU No. 2021-01, Reference Rate Reform (Topic 848): Scope. The amendments in this ASU are elective and apply to all
entities that have derivative instruments that use an interest rate for margining, discounting, or contract price alignment that is modified as a result of reference
rate reform. The amendments clarify certain optional expedients and exceptions in Topic 848 for contract modifications. The amendments are in effect from
March 12, 2020, through December 31, 2022. This ASU does not have a material impact on the Company's consolidated financial statements.

The Company has an enterprise-wide LIBOR transition program which includes business strategy, product design and pricing strategy, instrument contract
remediation, and systems and processes. The Company continues to use the expedients in the Topic 848 guidance to manage through the LIBOR transition,
specifically for our loan portfolio. Umpqua has stopped originating new instruments using LIBOR, and consistent with regulatory guidance, Umpqua has
stopped extensions of, or any increase in exposure in, current LIBOR instruments.

10
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Recent accounting pronouncements

In October 2021, the FASB issued ASU No. 2021-08, Business Combinations (Topic 805): Accounting for Contract Assets and Contract Liabilities from
Contracts with Customers. The amendments in this ASU improve comparability for both the recognition and measurement of acquired revenue contracts with
customers at the date of and after a business combination. The ASU specifies for all acquired revenue contracts regardless of their timing of payment (1) the
circumstances in which the acquirer should recognize contract assets and contract liabilities that are acquired in a business combination and (2) how to measure
those contract assets and contract liabilities. The amendments improve comparability after the business combination by providing consistent recognition and
measurement guidance for revenue contracts with customers acquired in a business combination and revenue contracts with customers not acquired in a business
combination. The ASU is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2022, with early adoption
permitted. The guidance is applicable and the Company will apply the amendments prospectively to business combinations occurring on or after the effective
date. This standard is not expected to have a material impact on the Company’s consolidated financial statements.

In March 2022, the FASB issued ASU No. 2022-02, Financial Instruments - Credit Losses (Topic 326): Troubled Debt Restructurings and Vintage Disclosures.
The ASU addresses areas identified by the FASB as part of its post-implementation review of the credit losses standard (ASU 2016-13) that introduced the
CECL model. The amendments eliminate the accounting guidance for troubled debt restructurings by creditors that have adopted CECL and enhance the
disclosure requirements for loan refinancings and restructurings made with borrowers experiencing financial difficulty. In addition, the amendments require a
public business entity to disclose current-period gross write-offs for financing receivables and net investment in leases by year of origination in the vintage
disclosures. As the Company has adopted CECL, ASU No. 2022-02 will be effective for fiscal years beginning after December 15, 2022, with early adoption
permitted. The Company is currently evaluating the impact of this ASU on the Company's consolidated financial statements.

In June 2022, the FASB issued ASU No. 2022-03, Fair Value Measurement (Topic 820): Fair Value Measurement of Equity Securities Subject to Contractual
Sale Restrictions. The amendments in this ASU clarify that a contractual restriction on the sale of an equity security is not considered part of the unit of account
of the equity security and, therefore, is not considered in measuring fair value. The amendments also clarify that an entity cannot, as a separate unit of account,
recognize and measure a contractual sale restriction. The amendments also update the disclosures for equity securities subject to contractual restrictions. The
ASU is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2023, with early adoption permitted. The
amendment will be applied prospectively. The Company is currently evaluating the impact of this ASU on the Company's consolidated financial statements.

Note 2 — Investment Securities

The following tables present the amortized cost, unrealized gains, unrealized losses and approximate fair values of debt securities as of June 30, 2022 and
December 31, 2021:

June 30, 2022

(in thousands) Amortized Cost Unrealized Gains Unrealized Losses Fair Value
Available for sale:

U.S. Treasury and agencies $ 936,537 $ — S (63,662) $ 872,875
Obligations of states and political subdivisions 314,260 672 (22,824) 292,108
Mortgage-backed securities and collateralized mortgage obligations 2,549,277 266 (297,819) 2,251,724
Total available for sale securities $ 3,800,074 $ 938 §$ (384,305) $ 3,416,707
Held to maturity:

Mortgage-backed securities and collateralized mortgage obligations $ 2,637 $ 748 % — $ 3,385
Total held to maturity securities $ 2,637 $ 748 $ — 8 3,385

11
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(in thousands)

December 31, 2021

Available for sale:

U.S. Treasury and agencies

Obligations of states and political subdivisions

Mortgage-backed securities and collateralized mortgage obligations
Total available for sale securities

Held to maturity:

Mortgage-backed securities and collateralized mortgage obligations

Total held to maturity securities

Amortized Cost Unrealized Gains Unrealized Losses Fair Value
$ 894,969 $ 27279 $ (4,195) $ 918,053
320,338 11,734 (1,288) 330,784
2,649,048 19,093 (46,543) 2,621,598
$ 3,864,355 $ 58,106 $ (52,026) $ 3,870,435
$ 2,744 § 770 $ — 3 3,514
$ 2,744  § 770 $ — 3 3,514

The Company elected to exclude accrued interest receivable from the amortized cost basis of debt securities disclosed throughout this note. Interest accrued on
investment securities totaled $10.6 million and $10.4 million as of June 30, 2022 and December 31, 2021, respectively, and is included in Other Assets.

Debt securities that were in an unrealized loss position as of June 30, 2022 and December 31, 2021 are presented in the following tables, based on the length of

time individual securities have been in an unrealized loss position.

June 30, 2022

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

Available for sale:
U.S. Treasury and agencies $ 848,104 $ 58,599 $ 24771  $ 5,063 §$ 872,875 $ 63,662
Obligations of states and political subdivisions 200,165 21,898 4,073 926 204,238 22,824
Mortgage-backed securities and collateralized mortgage

obligations 1,584,947 172,958 640,877 124,861 2,225,824 297,819
Total temporarily impaired securities $ 2633216 § 253,455 $ 669,721 $ 130,850 $ 3,302,937 $ 384,305

December 31, 2021

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

Available for sale:
U.S. Treasury and agencies $ 197,529 § 2,749 $ 28378 $ 1,446 $ 225907 $ 4,195
Obligations of states and political subdivisions 75,200 1,153 2,162 135 77,362 1,288
Mortgage-backed securities and collateralized mortgage

obligations 1,777,288 40,579 129,943 5,964 1,907,231 46,543
Total temp()rarﬂy impaired securities $ 2,050,017 $ 44,481 $ 160,483 $ 7,545 $ 2,210,500 $ 52,026

These unrealized losses on the debt securities held by the Company were caused by changes in market interest rates or the widening of market spreads
subsequent to the initial purchase of these securities and are not due to the underlying credit of the issuers. Management monitors the published credit ratings of

the issuers of the debt securities for material rating or outlook changes. Substantially all of the Company's obligations of states and political subdivisions are
general obligation issuances. All of the available for sale mortgage-backed securities and collateralized mortgage obligations portfolio in an unrealized loss
position at June 30, 2022 are issued or guaranteed by government sponsored enterprises. Because the decline in fair value of the debt securities is attributable to
changes in interest rates or widening market spreads and not credit quality, these investments do not have an allowance for credit losses at June 30, 2022.

12
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The following table presents the contractual maturities of debt securities at June 30, 2022:

Available For Sale Held To Maturity
(in thousands) Amortized Cost Fair Value Amortized Cost Fair Value
Due within one year $ 9,861 $ 9,865 $ — $ —
Due after one year through five years 417,691 402,577 4 4
Due after five years through ten years 866,834 799,668 3 3
Due after ten years 2,505,688 2,204,597 2,630 3,378
Total securities $ 3,800,074 $ 3,416,707 $ 2,637 $ 3,385

The following table presents, as of June 30, 2022, investment securities which were pledged to secure borrowings, public deposits, and repurchase agreements
as permitted or required by law:

(in thousands) Amortized Cost Fair Value

To state and local governments to secure public deposits $ 337,668 $ 311,000
To secure repurchase agreements 675,878 624,604
Other securities pledged 243,131 225,458
Total pledged securities $ 1,256,677 $ 1,161,062

Note 3 — Loans and Leases

The following table presents the major types of loans and leases, net of deferred fees and costs, as of June 30, 2022 and December 31, 2021:

(in thousands) June 30, 2022 December 31, 2021
Commercial real estate
Non-owner occupied term, net $ 3,798,242 § 3,786,887
Owner occupied term, net 2,497,553 2,332,422
Multifamily, net 4,768,273 4,051,202
Construction & development, net 1,017,297 890,338
Residential development, net 194,909 206,990
Commercial
Term, net 2,904,861 3,008,473
Lines of credit & other, net 920,604 910,733
Leases & equipment finance, net 1,576,144 1,467,676
Residential
Mortgage, net 5,168,457 4,517,266
Home equity loans & lines, net 1,415,722 1,197,170
Consumer & other, net 170,616 184,023
Total loans and leases, net of deferred fees and costs $ 24,432,678 § 22,553,180

As of June 30, 2022 and December 31, 2021, the net deferred costs were $77.3 million and $57.5 million, respectively. Total loans and leases also include
discounts on acquired loans of $7.3 million and $9.8 million as of June 30, 2022 and December 31, 2021, respectively. As of June 30, 2022, loans totaling $15.6
billion were pledged to secure borrowings and available lines of credit. The Company elected to exclude accrued interest receivable from the amortized cost
basis of loans disclosed throughout this footnote. Interest accrued on loans totaled $62.0 million and $60.1 million as of June 30, 2022 and December 31, 2021,
respectively, and is included in Other Assets.
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The Bank, through its commercial equipment leasing subsidiary, FinPac, is a provider of commercial equipment leasing and financing. Direct finance leases are
included within the leases and equipment finance segment within the loans and leases, net line item. These direct financing leases typically have terms of three
to five years. Interest income recognized on these leases was $4.7 million and $9.8 million for the three and six months ended June 30, 2022, as compared to
$5.6 million and $11.2 million for the three and six months ended June 30, 2021.

Loans and leases sold

In the course of managing the loan and lease portfolio, at certain times, management may decide to sell loans and leases. The following table summarizes the
carrying value of loans and leases sold by major loan type during the three and six months ended June 30, 2022 and 2021:

Three Months Ended Six Months Ended

(in thousands) © June30,2022  June30,2021  June 30,2022 June 30, 2021
Commercial real estate

Non-owner occupied term, net $ 6,648 $ 17,866 $ 24,708 $ 23,296

Owner occupied term, net 8,421 10,812 18,884 12,423

Multifamily, net — 3,776 — 3,776
Commercial

Term, net 9,582 19,321 21,778 28,314
Residential

Mortgage, net — 389 1,493 1,712
Consumer & other — — — 63,799
Total loans and leases sold, net $ 24,651 $ 52,164 $ 66,863 $ 133,320

Note 4 — Allowance for Credit Losses
Allowance for Credit Losses Methodology

In accordance with CECL, the ACL represents management's estimate of lifetime credit losses for assets within its scope, specifically loans and leases and
unfunded commitments. To calculate the ACL, management uses models to estimate the PD and LGD for loans utilizing inputs that include forecasted future
economic conditions and that are dependent upon specific macroeconomic variables relevant to each of the Bank's loan and lease portfolios. Moody's Analytics,
a third party, provided the historical and forward-looking macroeconomic data utilized in the models used to calculate the ACL.

For ACL calculation purposes, the Bank considered the financial and economic environment at the time of assessment and economic scenarios that differed in
the levels of severity and sensitivity to the ACL results. At each measurement date, the Bank selects the scenario that reflects its view of future economic
conditions and is determined to be the most probable outcome.

All forecasts are updated for each variable where applicable and incorporated as relevant into the ACL calculation. Actual credit loss results and the timing
thereof will differ from the estimate of credit losses, either in a strong economy or a recession, as the portfolio will change through time due to growth, risk
mitigation actions and other factors. In addition, the scenarios used will differ and change through time as economic conditions change. Economic scenarios
might not capture deterioration or improvement in the economy timely enough for the Bank to be able to adequately address the impact to the ACL.

Select macroeconomic variables are projected over the forecast period, and they could have a material impact in determining the ACL. As the length of the
forecast period increases, information about the future becomes less readily available and projections are inherently less certain.
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The following is a discussion of the changes in the factors that influenced management's current estimate of expected credit losses. The changes in the ACL
estimate for all portfolio segments, during the three months ended June 30, 2022, were primarily related to changes in the economic assumptions. The Bank
opted to use Moody's Analytics' May consensus economic forecast for estimating the ACL as of June 30, 2022. This scenario is based on Moody's Analytics'
review of a variety of surveys of baseline forecasts of the U.S. economy. These surveys vary in date of latest vintage, number of updates per year, list of
variables forecast, duration of forecast, frequency of data (quarterly or annual), and the number of respondents. In the preparation of the Moody's Analytics
consensus forecast, the focus is on the next three to five years, since that is the most typical duration in the surveyed results. Moody's Analytics' approach is to
give greater consideration to the most recently produced forecasts, since they will include the most up-to-date historical information, and to those variables for
which the number of surveyed responses is largest.

In the consensus scenario selected, the probability that the economy will perform better than this baseline is equal to the probability that it will perform worse
and included the following factors:

* U.S. real GDP average annualized growth of 3.1% in 2022, 2.3% in 2023 and 2.1% in 2024;

* U.S. unemployment rate average of 3.6% through 2024;
*  The Federal Reserve is expected to increase the federal funds rate to 2.5% by the end of 2022 with an additional increase to 3.0% in 2023.

The Bank uses an additional scenario that differs in terms of severity within the variables, both favorable and unfavorable, to assess the sensitivity in the ACL
results and to inform qualitative adjustments. The Bank selected the Moody's Analytics' May S2 scenario for this analysis. In the scenario selected, there is a
75% probability that the economy will perform better, broadly speaking, and a 25% probability that it will perform worse; and the scenario includes the
following factors:
*  The economy falls into a mild recession in the third quarter of 2022;
*  The military conflict between Russia and Ukraine persists longer than anticipated. As a result, worries remain elevated that there could be an even
larger interruption of global oil supplies. This causes oil prices to rise more than in the consensus and thereby increases inflationary pressures. Higher
gasoline prices cut into disposable income that would otherwise be available for other spending;

*  Supply-chain issues also worsen, increasing shortages of affected goods, also boosting inflation;
* New cases, hospitalizations and deaths from COVID-19 start to rise again, slowing growth in spending on air travel, retail, and hotels;

* U.S real GDP average annualized growth is expected to be 2.1% in 2022, 0.3% in 2023 and 3.2% in 2024;
e U.S. unemployment rate average of 4.3% in 2022, peaking at 6.4% in Q3 2023, returning to an average of 4.3% in 2024;
»  The Federal Reserve is expected to increase the federal funds rate to 2.3% by the end of 2022 with a slight decrease to 2.1% in 2023.

The results using the comparison scenario for sensitivity analysis were reviewed by management and were considered when evaluating the qualitative factor
adjustments.

The ACL is measured on a collective (pool) basis when similar characteristics exist. The Company has selected models at the portfolio level using a risk-based
approach, with larger, more complex portfolios having more complex models. Except as noted below, the macroeconomic variables that are inputs to the models
are reasonable and supportable over the life of the loans in that they reasonably project the key economic variables in the near term and then converge to a long
run equilibrium trend. These models produce reasonable and supportable estimates of loss over the life of the loans as the projected credit losses will also
converge to a steady state in line with the variables applied. The Company measures the ACL using the following methods:

Commercial Real Estate: Non-owner occupied commercial real estate, multifamily, and construction loans are analyzed using a model that uses four primary
property variables: net operating income, property value, property type, and location. For PD estimation, the model simulates potential future paths of net
operating income given commercial real estate market factors determined from macroeconomic and regional commercial real estate forecasts. Using the
resulting expected debt service coverage ratios, together with predicted loan-to-values and other variables, the model estimates PD from the range of conditional
possibilities. In addition, the model estimates maturity PD capturing refinance default risk to produce a total PD for the loan. The model estimates LGD,
inclusive of principal loss and liquidation expenses, empirically using predicted loan-to-value as well as certain market and other factors. The LGD calculation
also includes a separate maturity risk component. The primary econo