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PART I - FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS
CONSOLIDATED BALANCE SHEETS
Columbia Banking System, Inc.
(Unaudited)

ASSETS

Cash and due from banks

Interest-earning deposits with banks

Total cash and cash equivalents

Securities available for sale at fair value (amortized cost of $1,981,977 and
$2,087,069, respectively)

Federal Home Loan Bank stock at cost

Loans held for sale

Loans, net of unearned income of ($53,867) and ($59,374), respectively
Less: allowance for loan and lease losses
Loans, net

FDIC loss-sharing asset

Interest receivable

Premises and equipment, net

Other real estate owned

Goodwill

Other intangible assets, net

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY
Deposits:

Noninterest-bearing

Interest-bearing

Total deposits

Federal Home Loan Bank advances

Securities sold under agreements to repurchase
Other borrowings

Other liabilities

Total liabilities

Commitments and contingent liabilities
Shareholders’ equity:

March 31, December 31,
2015 2014
Preferred stock (no par value) (in thousands)
Authorized shares 2,000 2,000

Issued and outstanding 9 9
Common stock (no par value)

Authorized shares

Issued and outstanding

Retained earnings

Accumulated other comprehensive income

63,033
57,699

63,033
57,437

March 31,
2015

(in thousands)
$177,026
71,575
248,601

2,007,159

33,004
3,545
5,450,895
70,234
5,380,661
14,644
29,088
172,958
23,299
382,537
28,642
228,764
$8,552,902

$3,260,376
3,814,589
7,074,965
36,559
96,852
100,083
7,308,459

2,217

986,348
241,592
14,286

December 31,
2014

$171,221
16,949
188,170

2,098,257

33,365
1,116
5,445,378
69,569
5,375,809
15,174
27,802
172,090
22,190
382,537
30,459
231,877
$8,578,846

$2,651,373
4,273,349
6,924,722
216,568
105,080
8,248
96,053
7,350,671

2,217

985,839
234,498
5,621
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Total shareholders’ equity 1,244,443 1,228,175
Total liabilities and shareholders’ equity $8,552,902 $8,578,846

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

Interest Income

Loans

Taxable securities

Tax-exempt securities

Deposits in banks

Total interest income

Interest Expense

Deposits

Federal Home Loan Bank advances
Other borrowings

Total interest expense

Net Interest Income

Provision for loan and lease losses

Net interest income after provision for loan and lease losses

Noninterest Income

Service charges and other fees
Merchant services fees

Investment securities gains, net
Bank owned life insurance

Change in FDIC loss-sharing asset
Other

Total noninterest income

Noninterest Expense

Compensation and employee benefits
Occupancy

Merchant processing

Advertising and promotion

Data processing and communications
Legal and professional fees

Taxes, licenses and fees

Regulatory premiums

Net cost (benefit) of operation of other real estate owned
Amortization of intangibles

Other

Total noninterest expense

Income before income taxes

Income tax provision

Net Income

Earnings per common share

Basic

Diluted

Three Months Ended
March 31,

2015 2014
(in thousands except per share
amounts)

$70,822 $65,541
7,526 6,752
3,042 2,618
27 14
81,417 74,925
748 752
159 114
146 119
1,053 985
80,364 73,940
1,209 1,922
79,155 72,018
14,869 12,936
2,040 1,870
721 223
1,078 965
150 (4,819
3,909 2,833
22,767 14,008
39,100 31,338
7,993 8,244
977 980
931 769
4,984 3,520
2,507 2,169
1,232 1,180
1,221 1,176
(1,246 146
1,817 1,580
7,218 6,284
66,734 57,386
35,188 28,640
10,827 8,796
$24,361 $19,844
$0.42 $0.38
$0.42 $0.37
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Dividends paid per common share $0.30
Weighted average number of common shares outstanding 56,965
Weighted average number of diluted common shares outstanding 56,978

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

Net income as reported

Other comprehensive income, net of tax:

Unrealized gain from securities:

Net unrealized holding gain from available for sale securities arising during the
period, net of tax of ($5,338) and ($4,049)

Reclassification adjustment of net gain from sale of available for sale securities
included in income, net of tax of $262 and $81

Net unrealized gain from securities, net of reclassification adjustment

Pension plan liability adjustment:

Net unrealized loss from unfunded defined benefit plan liability arising during the

period, net of tax of $159 and $0

Amortization of unrecognized net actuarial loss included in net periodic pension cost,

net of tax of ($16) and ($13)

Pension plan liability adjustment, net
Other comprehensive income

Total comprehensive income

See accompanying Notes to unaudited Consolidated Financial Statements.

Three Months Ended
March 31,

2015 2014

(in thousands)

$24,361 $19,844
9,376 7,119
(459 ) (142
8,917 6,977
(280 ) —

28 24

(252 ) 24
8,605 7,001
$33,026 $26,845
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

Columbia Banking System, Inc.

(Unaudited)

Balance at January 1, 2015
Net income

Other comprehensive income
Issuance of common stock -
stock option and other plans
Issuance of common stock -
restricted stock awards, net of
canceled awards

Purchase and retirement of
common stock

Preferred dividends

Cash dividends paid on
common stock

Balance at March 31, 2015
Balance at January 1, 2014
Net income

Other comprehensive income
Issuance of common stock -
cashless exercise of warrants
Issuance of common stock -
stock option and other plans
Issuance of common stock -
restricted stock awards, net of
canceled awards

Purchase and retirement of
common stock

Preferred dividends

Cash dividends paid on
common stock

Balance at March 31, 2014

Preferred Stock

Number Ogmount

Shares

(in thousands)

9

$2,217

$2,217
$2,217

$2,217

Common Stock

Number of
Shares

57,437

17

273

(28 )

57,699
51,265

1,140

19

197

21 )

52,600

Amount

$985,839

428

862

(781 )

$986,348
$860,562

405

680

(522 )

$861,125

See accompanying Notes to unaudited Consolidated Financial Statements.

4

Retained
Earnings

$234,498
24,361

(31 )
(17,236 )

$241,592
$202,514
19,844

(12 )
(6,154 )
$216,192

Accumulated
Other

Comprehensive
Income (Loss)

$ 5,621

8,665

$ 14,286
$ (12,044

7,001

$ (5,043

Total
Shareholders’
Equity

$1,228,175
24,361
8,665

428

862

(781 )
@31 )
(17,236 )

$1,244,443
$1,053,249
19,844
7,001

405

680

(522 )
(12 )
6,154 )

) $1,074,491
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CONSOLIDATED STATEMENTS OF CASH FLOWS
Columbia Banking System, Inc.
(Unaudited)

Cash Flows From Operating Activities
Net Income

Adjustments to reconcile net income to net cash provided by operating activities

Provision for loan and lease losses

Stock-based compensation expense

Depreciation, amortization and accretion
Investment securities gain, net

Net realized (gain) loss on sale of other assets

Net realized gain on sale of other real estate owned
Write-down on other real estate owned

Net change in:

Loans held for sale

Interest receivable

Interest payable

Other assets

Other liabilities

Net cash provided by operating activities

Cash Flows From Investing Activities

Loans originated and acquired, net of principal collected
Purchases of:

Securities available for sale

Premises and equipment

Proceeds from:

FDIC reimbursement on loss-sharing asset

Sales of securities available for sale

Principal repayments and maturities of securities available for sale
Sales of loans held for investments and other assets
Sales of other real estate and other personal property owned (1)
Payments to FDIC related to loss-sharing asset

Net cash provided by (used in) investing activities
Cash Flows From Financing Activities

Net increase in deposits

Net decrease in sweep repurchase agreements
Proceeds from:

Federal Home Loan Bank advances

Federal Reserve Bank borrowings

Exercise of stock options

Payments for:

Repayment of Federal Home Loan Bank advances
Repayment of Federal Reserve Bank borrowings
Common stock dividends

Preferred stock dividends

Repayment of other borrowings

Three Months Ended March 31
2015 2014 (1)
(in thousands)

$24,361 $19,844
1,209 1,922
862 680
7,735 8,972
(721 ) (223
(306 ) 8
(1,736 ) (1,659
197 1,580
(2,429 ) 735
(1,286 ) (1,394
(79 ) (13
(4,531 ) 5,714
3,680 (649
26,956 35,517
(12,443 ) (64,065
(11,362 ) (10,787
(4,032 ) (4,930
1,138 539
57,243 6,441
54,451 36,530
7,745 337
5,067 11,205
479 ) (2,217
97,328 (26,947
150,243 84,941
(8,228 ) —
624,000 587,000
— 50

428 405
(804,000 ) (617,000
— (50
(17,236 ) (6,154
(31 ) (12

(8,248 ) —

>

R N S

10
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Purchase and retirement of common stock (781 ) (522 )
Net cash provided by (used in) financing activities (63,853 ) 48,658
Increase in cash and cash equivalents 60,431 57,228

Cash and cash equivalents at beginning of period 188,170 179,561

Cash and cash equivalents at end of period $248,601 $236,789

Supplemental Information:
Cash paid during the period for:

Cash paid for interest $1,132 $999
Cash paid for income tax $13 $10
Non-cash investing and financing activities

Loans transferred to other real estate owned $4,692 $5,751

(1) Reclassified to conform to the current period’s presentation. The reclassification was limited to removing the
separate line item for “Sales of covered other real estate owned” and including the prior period activity in the line item
for sales of other real estate and other personal property owned.

See accompanying Notes to unaudited Consolidated Financial Statements.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Columbia Banking System, Inc.

1.Basis of Presentation and Significant Accounting Policies

Basis of Presentation

The interim unaudited consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America for interim financial information and with instructions to Form
10-Q and Article 10 of Regulation S-X. The consolidated financial statements include the accounts of Columbia
Banking System, Inc. (“we”, “our”, “Columbia” or the “Company’) and its subsidiaries, including its wholly owned banking
subsidiary Columbia State Bank (“Columbia Bank” or the “Bank”) and West Coast Trust Company, Inc. (“West Coast
Trust”). All intercompany transactions and accounts have been eliminated in consolidation. In the opinion of
management, all adjustments (consisting only of normal recurring adjustments) considered necessary for a fair
statement of the results for the interim periods presented have been included. The results of operations for the three
months ended March 31, 2015 are not necessarily indicative of results to be anticipated for the year ending

December 31, 2015. The accompanying interim unaudited consolidated financial statements should be read in
conjunction with the financial statements and related notes contained in the Company’s 2014 Annual Report on Form
10-K.

Due to the timing of the acquisition of Intermountain Community Bancorp (“Intermountain’) on November 1, 2014, our
results of operations for the three month period ended March 31, 2015 include the acquisition for the entire three
month period, however the prior year period’s results of operations do not include the acquisition. See Note 3, Business
Combinations, for further information regarding this acquisition.

Significant Accounting Policies

The significant accounting policies used in preparation of our consolidated financial statements are disclosed in our
2014 Annual Report on Form 10-K. There have not been any changes in our significant accounting policies compared
to those contained in our 2014 Form 10-K disclosure for the year ended December 31, 2014.

2. Accounting Pronouncements Recently Issued

In April 2015, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2015-05, Customer’s Accounting for Fees Paid in a Cloud Computing Arrangement. The Update provides guidance to
customers about whether a cloud computing arrangement includes a software license. If a cloud computing
arrangement includes a software license, the customer should account for the software license element of the
arrangement consistent with the acquisition of other software licenses. If a cloud computing arrangement does not
include a software license, the customer should account for the arrangement as a service contract. The new guidance
does not change the accounting for a customer’s accounting for service contracts. ASU No. 2015-05 is effective for
interim and annual reporting periods beginning after December 15, 2015. The Company is currently assessing the
impact that this guidance will have on its consolidated financial statements, but does not expect the guidance to have a
material impact on the Company’s consolidated financial statements.

In June 2014, the FASB issued ASU 2014-11, Repurchase-to-Maturity Transactions, Repurchase Financings, and
Disclosures. The Update changes the accounting for repurchase-to-maturity transactions and linked repurchase
financings to secured borrowing accounting, which is consistent with accounting for other repurchase agreements.
Additionally, the amendment requires new disclosures on transfers accounted for as sales in transactions that are
economically similar to repurchase agreements and requires increased transparency on collateral pledged in secured
borrowings. The amendments in this update will be effective for the first interim or annual period beginning after
December 31, 2014, with the exception of the collateral disclosures which will be effective for interim periods
beginning after March 15, 2015. Early application is not permitted. The Company does not expect the guidance to

have a material impact on the Company’s consolidated financial statements.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers. The guidance in this update
supersedes the revenue recognition requirements in ASC Topic 605, Revenue Recognition, and most industry-specific
guidance throughout the industry topics of the codification. For public companies, this update will be effective for
interim and annual periods beginning after December 15, 2016. The Company is currently assessing the impact that
this guidance will have on its consolidated financial statements, but does not expect the guidance to have a material

12
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impact on the Company’s consolidated financial statements.
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3.Business Combinations
On November 1, 2014, the Company completed its acquisition of Intermountain. The Company paid $131.9 million in
total consideration to acquire 100% of the equity interests of Intermountain. The primary reason for the acquisition
was to expand the Company’s geographic footprint into the state of Idaho, consistent with its ongoing growth strategy.
The assets acquired and liabilities assumed have been accounted for under the acquisition method of accounting. The
assets and liabilities, both tangible and intangible, were recorded at their estimated fair values as of the November 1,
2014 acquisition date. Initial accounting for deferred taxes was incomplete as of March 31, 2015. The amount
currently recognized in the financial statements has been determined provisionally as the final Intermountain
Community Bancorp tax return has not yet been completed. The fair value of the net assets acquired totaled $93.4
million, including $736.8 million of deposits, $502.6 million of loans and $10.9 million of other intangible assets.
Goodwill of $38.6 million was recorded as part of the acquisition. The goodwill is not deductible for income tax
purposes.
The operating results of the Company reported herein include the operating results produced by the acquired assets
and assumed liabilities for the period January 1, 2015 to March 31, 2015. Disclosure of the amount of Intermountain’s
revenue and net income (excluding integration costs) included in Columbia’s consolidated income statement is
impracticable due to the integration of the operations and accounting for this acquisition.
For illustrative purposes only, the following table presents certain unaudited pro forma information for the three
month period ended March 31, 2014. This unaudited pro forma information was calculated as if Intermountain had
been acquired as of the beginning of the year prior to the date of acquisition. The unaudited pro forma information
combines the historical results of Intermountain with the Company’s consolidated historical results and includes
certain adjustments reflecting the estimated impact of certain fair value adjustments for the respective period. The pro
forma information is not indicative of what would have occurred had the acquisition occurred as of the beginning of
the year prior to the acquisition. In particular, no adjustments have been made to eliminate the impact of
other-than-temporary impairment losses and losses recognized on the sale of securities that may not have been
necessary had the investment securities been recorded at fair value as of the beginning of the year prior to the date of
acquisition. The unaudited pro forma information does not consider any changes to the provision for credit losses
resulting from recording loan assets at fair value. Additionally, Columbia expects to achieve further operating cost
savings and other business synergies, including revenue growth, as a result of the acquisition which are not reflected
in the pro forma amounts that follow. As a result, actual amounts would have differed from the unaudited pro forma
information presented.

Unaudited Pro Forma

Three Months Ended March 31,

2014
(in thousands except per share)
Total revenues (net interest income plus noninterest income) $97,488
Net income $21,078
Earnings per share - basic $0.38
Earnings per share - diluted $0.37

In connection with the Intermountain acquisition, Columbia recognized $2.9 million in acquisition-related expenses
for the three month period ended March 31, 2015 and recognized no acquisition-related expenses for the three month
period ended March 31, 2014. In addition, related to the acquisition of West Coast Bancorp (“West Coast”) which was
completed on April 1, 2013, Columbia recognized $72 thousand and $966 thousand in acquisition-related expenses for
the three month periods ended March 31, 2015 and 2014, respectively.

7
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The following table shows the impact of the acquisition-related expenses related to the acquisition of Intermountain
for the three months ended March 31, 2015 to the various components of noninterest expense:

Three Months Ended March 31,

2015
(in thousands)
Noninterest Expense

Compensation and employee benefits $273
Occupancy 499
Advertising and promotion 96
Data processing and communications 1,558
Legal and professional fees 385
Other 91
Total impact of acquisition-related costs to noninterest expense $2,902

See Note 2, Business Combinations, in Item 8 of our 2014 Form 10-K for additional details related to the
Intermountain acquisition.

4.Securities

The following table summarizes the amortized cost, gross unrealized gains and losses and the resulting fair value of
securities available for sale:

Amortized Gross Gross
Unrealized Unrealized Fair Value
Cost .
Gains Losses

(in thousands)
March 31, 2015
U.S. government agency and
government-sponsored enterprise mortgage-backed $1,093,576 $13,765 $(4,641 ) $1,102,700
securities and collateralized mortgage obligations
State and municipal securities 486,969 15,434 (732 ) 501,671
U.S. government agency and g 375,230 2,551 (983 ) 376,798
government-sponsored enterprise securities
U.S. government securities 20,918 — (140 ) 20,778
Other securities 5,284 40 (112 ) 5,212
Total $1,981,977 $31,790 $(6,608 ) $2,007,159
December 31, 2014
U.S. government agency and
government-sponsored enterprise mortgage-backed $1,160,378 $10,219 $(8,210 ) $1,162,387
securities and collateralized mortgage obligations
State and municipal securities 483,578 14,432 (1,526 ) 496,484
U.S. government agency and g 416,919 856 (4,069 ) 413,706
government-sponsored enterprise securities
U.S. government securities 20,910 — 411 ) 20,499
Other securities 5,284 20 (123 ) 5,181
Total $2,087,069 $25,527 $(14,339 ) $2,098,257

8
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Proceeds from sales of securities available-for-sale were $57.2 million and $6.4 million for the three months ended

March 31, 2015 and 2014, respectively. The following table provides the gross realized gains and losses on the sales

of securities for the periods indicated:

Three Months Ended
March 31,
2015 2014
(in thousands)
Gross realized gains $730 $223
Gross realized losses 9 ) —
Net realized gains $721 $223

The scheduled contractual maturities of investment securities available for sale at March 31, 2015 are presented as
follows:
March 31, 2015
Amortized Cost  Fair Value
(in thousands)

Due within one year $15,480 $15,601
Due after one year through five years 404,752 406,989
Due after five years through ten years 526,230 534,584
Due after ten years 1,030,231 1,044,773
Other securities with no stated maturity 5,284 5,212
Total investment securities available-for-sale $1,981,977 $2,007,159

The following table summarizes the carrying value of securities pledged as collateral to secure public deposits,
borrowings and other purposes as permitted or required by law:

March 31, 2015

(in thousands)

Washington and Oregon State to secure public deposits $323,771
Federal Reserve Bank to secure borrowings 36,945
Other securities pledged 156,385
Total securities pledged as collateral $517,101
9
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The following table shows the gross unrealized losses and fair value of the Company’s investments with unrealized
losses that are not deemed to be other-than-temporarily impaired, aggregated by investment category and length of
time that individual securities have been in a continuous unrealized loss position at March 31, 2015 and December 31,
2014:

Less than 12 Months 12 Months or More Total

Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses

(in thousands)
March 31, 2015
U.S. government agency and
government-sponsored enterprise
mortgage-backed securities and collateralized
mortgage obligations

$94,304  $(634 ) $213,050 $(4,007 ) $307,354 $(4,641 )

State and municipal securities 45,809 (227 ) 31,597 (505 ) 77,406 (732 )
U.S. government agency and 999 (1 ) 178,013 (982 ) 179,012 (983 )
government-sponsored enterprise securities

U.S. government securities 1,050 (1 ) 19,728 (139 ) 20,778 (140 )
Other securities — — 2,843 (112 ) 2,843 (112 )
Total $142,162 $(863 ) $445231 $(5,745 ) $587,393 $(6,608 )

December 31, 2014
U.S. government agency and
government-sponsored enterprise
mortgage-backed securities and collateralized
mortgage obligations
State and municipal securities 71,026 (543 ) 44,148 (982 ) 115,174 (1,525
U.S. government agency and g 105250 (518 ) 216221 (3,551 ) 321471 (4,069
government-sponsored enterprise securities

)

)
)
U.S. government securities — — 19,450 411 19,450 411 )
)
)

$258,825 $(1,287 ) $279,015 $(6,924 ) $537,840 $(8,211 )

Other securities 2,313 2 ) 2,834 (121 ) 5,147 (123
Total $437,414 $(2,350 ) $561,668 $(11,989) $999,082 $(14,339
At March 31, 2015, there were 77 U.S. government agency and government-sponsored enterprise mortgage-backed
securities and collateralized mortgage obligations securities in an unrealized loss position, of which 34 were in a
continuous loss position for 12 months or more. The decline in fair value is attributable to changes in interest rates
relative to where these investments fall within the yield curve and their individual characteristics. Because the
Company does not intend to sell these securities nor does the Company consider it more likely than not that it will be
required to sell these securities before the recovery of amortized cost basis, which may be upon maturity, the
Company does not consider these investments to be other-than-temporarily impaired at March 31, 2015.

At March 31, 2015, there were 66 state and municipal government securities in an unrealized loss position, of which
32 were in a continuous loss position for 12 months or more. The unrealized losses on state and municipal securities
were caused by interest rate changes or widening of market spreads subsequent to the purchase of the individual
securities. Management monitors published credit ratings of these securities for adverse changes. As of March 31,
2015, none of the rated obligations of state and local government entities held by the Company had a below
investment grade credit rating. Because the credit quality of these securities are investment grade and the Company
does not intend to sell these securities nor does the Company consider it more likely than not that it will be required to
sell these securities before the recovery of amortized cost basis, which may be upon maturity, the Company does not
consider these investments to be other-than-temporarily impaired at March 31, 2015.

At March 31, 2015, there were 18 U.S. government agency and government-sponsored enterprise securities in an
unrealized loss position, 14 of which were in a continuous loss position for 12 months or more. The decline in fair
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value is attributable to changes in interest rates relative to where these investments fall within the yield curve and their
individual characteristics. Because the Company does not currently intend to sell these securities nor does the
Company consider it more likely than not that it will be required to sell these securities before the recovery of
amortized cost basis, which may be upon maturity, the Company does not consider these investments to be
other-than-temporarily impaired at March 31, 2015.

At March 31, 2015, there were four U.S. government securities in an unrealized loss position, two of which were in a
continuous loss position for 12 months or more. The decline in fair value is attributable to changes in interest rates
relative to where these investments fall within the yield curve and their individual characteristics. Because the
Company does not currently intend to sell these securities nor does the Company consider it more likely than not that
it will be required to sell

10
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these securities before the recovery of amortized cost basis, which may be upon maturity, the Company does not
consider these investments to be other-than-temporarily impaired at March 31, 2015.

At March 31, 2015, there was one other security in an unrealized loss position, which was in a continuous unrealized
loss position for 12 months or more. The decline in fair value is attributable to changes in interest rates and the
additional risk premium investors are demanding for investment securities with these characteristics. The Company
does not consider this investment to be other-than-temporarily impaired at March 31, 2015 as it has the intent and
ability to hold the investment for sufficient time to allow for recovery in the market value.

5.Loans

The Company’s loan portfolio includes originated and purchased loans. Originated loans and purchased loans for
which there was no evidence of credit deterioration at their acquisition date and it was probable that we would be able
to collect all contractually required payments are referred to collectively as loans, excluding purchased credit impaired
loans. Purchased loans for which there was, at acquisition date, evidence of credit deterioration since their origination
and it was probable that we would be unable to collect all contractually required payments are referred to as purchased
credit impaired loans, or “PCI loans.”

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

March 31, 2015 December 31, 2014

Loans, Loans,

excluding PCI Loans Total excluding PCI Loans Total

PCI loans PCI loans

(in thousands)
Commercial business $2,139,873  $46,335 $2,186,208 $2,119,565 $44,505 $2,164,070
Real estate:
One-to-four family residential 173,739 26,601 200,340 175,571 26,993 202,564
Commercial and multifamily 2,374,454 118230 2,492,684 2,363,541 128,769 2,492,310
residential
Total real estate 2,548,193 144,831 2,693,024 2,539,112 155,762 2,694,874
Real estate construction:
One-to-four family residential 124,017 3,797 127,814 116,866 4,021 120,887
Commercial and multifamily 119,880 2,238 122,118 134,443 2,321 136,764
residential
Total real estate construction 243,897 6,035 249,932 251,309 6,342 257,651
Consumer 352,960 22,638 375,598 364,182 23,975 388,157
Less: Net unearned income (53,867 ) — (53,867 ) (59,3714 ) — (59,374 )

Total loans, net of unearned
income

Less: Allowance for loan and
lease losses (53,703 ) (16,531 ) (70,234 ) (53,233 ) (16,336 ) (69,569 )
Total loans, net $5,177,353  $203,308 $5,380,661 $5,161,561 $214,248  $5,375,809
Loans held for sale $3,545 $— $3,545 $1,116 $— $1,116

At March 31, 2015 and December 31, 2014, the Company had no material foreign activities. Substantially all of the
Company’s loans and unfunded commitments are geographically concentrated in its service areas within the states of
Washington, Oregon and Idaho.

The Company has made loans to executive officers and directors of the Company and related interests. These loans

are made on the same terms, including interest rates and collateral, as those prevailing at the time for comparable
transactions with unrelated persons and do not involve more than the normal risk of collectability. The aggregate

dollar amount of these loans was $12.7 million at March 31, 2015 and $13.2 million at December 31, 2014. During

the first three months of 2015, there were no advances and repayments totaled $430 thousand.

At March 31, 2015 and December 31, 2014, $1.30 billion and $1.08 billion of commercial and residential real estate
loans were pledged as collateral on Federal Home Loan Bank of Seattle (“FHLB”) borrowings and additional borrowing

5,231,056 219,839 5,450,895 5,214,794 230,584 5,445,378
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capacity. The Company has also pledged $47.0 million and $46.0 million of commercial loans to the Federal Reserve
Bank for additional borrowing capacity at March 31, 2015 and December 31, 2014, respectively.

11
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The following is an analysis of nonaccrual loans as of March 31, 2015 and December 31, 2014:

March 31, 2015 December 31, 2014

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

(in thousands)
Commercial business:

Secured $17,240 $ 20,573 $16,552 $ 21,453
Unsecured 189 211 247 269
Real estate:

One-to-four family residential 4,429 6,109 2,822 5,680
Commercial & multifamily residential:

Commercial land 1,616 1,560 821 1,113
Income property 887 887 3,200 5,521
Owner occupied 1,995 2,036 3,826 5,837

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

Land and acquisition 871 871 95 112
Residential construction 1,263 1,263 370 370
Commercial & multifamily residential:

Owner occupied 470 489 480 489
Consumer 2,868 3,799 2,939 3,930
Total $31,828 $ 37,798 $31,352 $ 44,774
12
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Loans, excluding purchased credit impaired loans
The following is an aging of the recorded investment of the loan portfolio as of March 31, 2015 and December 31,

2014

March 31, 2015
Commercial business:
Secured

Unsecured

Real estate:
One-to-four family
residential
Commercial &
multifamily residential:
Commercial land
Income property
Owner occupied

Real estate construction:

One-to-four family
residential:

Land and acquisition
Residential construction
Commercial &
multifamily residential:
Income property

Owner occupied
Consumer

Total

December 31, 2014
Commercial business:
Secured

Unsecured

Real estate:
One-to-four family
residential
Commercial &
multifamily residential:
Commercial land
Income property
Owner occupied

Real estate construction:

Current 30-59
Loans Days
Past Due

(in thousands)

$2,024,277 $11,910

78,351 492
164,962 771
186,904 4,303
1,305,595 2,502
841,551 2,206
15,860 67
104,378 —
62,958 —
54,969 —
331,566 1,509
$5,171,371 $23,760
Current 30-59
Loans Days
Past Due

(in thousands)

$2,004,418 $5,137

79,661 185
167,197 1,700
187,470 1,454
1,294,982 3,031
839,689 937

60 - 89
Days
Past Due

$1,874
120

124

355
560
435

193
$3,661

60 - 89
Days
Past Due

$6,149

45

34
786
289

Greater
than 90
Days Past
Due

$58
67

21

264

N

22
$436

Greater
than 90
Days Past
Due

$1,372

Total
Past Due

$13,842
679

916

4,922
3,062
2,641

67

1,724
$27,857

Total
Past Due

$12,658

185

1,745

1,488
3,817
1,226
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Nonaccrual
Loans

$17,240
189

4,429

1,616
887
1,995

871
1,263

470
2,868
$31,828

Nonaccrual
Loans

$16,552

247

2,822

821
3,200
3,826

Total Loans

$2,055,359
79,219

170,307

193,442
1,309,544
846,187

16,798
105,645

62,958
55,439
336,158
$5,231,056

Total Loans

$2,033,628
80,093

171,764

189,779
1,301,999
844,741
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One-to-four family
residential:

Land and acquisition
Residential construction
Commercial &
multifamily residential:
Income property

Owner occupied
Consumer

Total

13
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15,462 953 — — 953 95
97,821 326 — 4 330 370
73,783 — — — — —
57,470 — 994 — 994 480
341,032 933 118 10 1,061 2,939

$5,158,985 $14,656 $8,415 $1,386 $24.,457 $31,352

16,510
98,521

73,783
58,944
345,032
$5,214,794

23



Edgar Filing: COLUMBIA BANKING SYSTEM INC - Form 10-Q

Table of Contents

The following is an analysis of impaired loans as of March 31, 2015 and December 31, 2014:

Recorded Recorded . . Impaired Loans
Impaired Loans With .
Investment Investment Recorded Allowance Without
of Loans of Loans Recorded Allowance
Collectively Niedsvichaall . .
for ’ Measured f}(])r Recorded Ur.1pa.1d Related  Recorded U1.1pa.1d
. g Principal Principal
Contingency Specific Investment Allowance Investment
.. . Balance Balance
Provision = Impairment
March 31, 2015 (in thousands)
Commercial business:
Secured $2,044,486 $ 10,873 $96 $96 $ 24 $10,777 $12,986
Unsecured 79,219 — — — — — —
Real estate:
One-to-four family residential 166,129 4,178 420 461 115 3,758 4,220
Commercial & multifamily
residential:
Commercial land 192,972 470 — — — 470 470
Income property 1,307,556 1,988 — — — 1,988 2,355
Owner occupied 839,157 7,030 578 578 24 6,452 8,944
Real estate construction:
One-to-four family residential:
Land and acquisition 15,818 980 109 108 67 871 871
Residential construction 104,752 893 — — — 893 893
Commercial & multifamily
residential:
Income property 62,958 — — — — — —
Owner occupied 55,439 — — — — — —
Consumer 335,474 684 — — — 684 895
Total $5,203,960 $ 27,096 $1,203 $1,243 $ 230 $25,893  $31,634
Recorded  Recorded Impaired Loans With Impaued Loans
Investment Investment Recorded Allowance Without
of Loans of Loans Recorded Allowance
Collectively Niedsvichaall . .
for ’ Measured f}(])r Recorded Ur.1pa.1d Related Recorded U1.1pa.1d
. g Principal Principal
Contingency Specific Investment Allowance Investment
.. . Balance Balance
Provision  Impairment
December 31, 2014 (in thousands)
Commercial business:
Secured $2,023,104 $ 10,524 $99 $99 $25 $10,425 $12.410
Unsecured 80,091 2 2 2 2 — —
Real estate:
One-to-four family residential 169,619 2,145 424 465 120 1,721 2,370
Commercial & multifamily
residential:
Commercial land 189,779 — — — — — —
Income property 1,295,650 6,349 — — — 6,349 10,720
Owner occupied 835,895 8,846 582 582 27 8,264 12,732

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

Land and acquisition 16,401 109 109 109 67 — —
Residential construction 98,521 — — — — — —
Commercial & multifamily

residential:

Income property 73,783 — — — — — —
Owner occupied 58,944 — — — — — —
Consumer 344,908 124 — — — 124 201
Total $5,186,695 $ 28,099 $1,216 $1,257 $ 241 $26,883  $38,433
14

25



Edgar Filing: COLUMBIA BANKING SYSTEM INC - Form 10-Q

Table of Contents

The following table provides additional information on impaired loans for the three month periods indicated:
Three Months Ended March 31,

2015 2014

Average Interest Average Interest
Recorded Recognized Recorded Recognized
Investment on Investment on
Impaired  Impaired Impaired  Impaired
Loans Loans Loans Loans

(in thousands)
Commercial business:

Secured $10,698 $7 $6,232 $17
Unsecured 1 — 31 —
Real estate:

One-to-four family residential 3,162 13 1,856 13
Commercial & multifamily residential:

Commercial land 235 — 111 —
Income property 4,168 10 6,436 62
Owner occupied 7,938 234 10,140 241

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

Land and acquisition 544 1 1,569 1
Residential construction 446 — — —
Consumer 404 2 163 2
Total $27,596 $267 $26,538 $336
15
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There were no troubled debt restructurings (“TDR”) during the three months ended March 31, 2015. The following is an
analysis of loans classified as TDR during the three months ended March 31, 2014:
Three months ended March 31, 2014
Pre-Modification Post-Modification
Number of . .
Outstanding Outstanding

TDR.. . Recorded Recorded
Modlflcatlonf
nvestment

Investment
(dollars in thousands)
Commercial business:
Secured 2 $ 546 $ 546
Real estate:
One-to-four family residential 2 494 494
Commercial and multifamily residential:
Income property 1 143 126
Total 5 $ 1,183 $ 1,166

The Company’s loans classified as TDR are loans that have been modified or the borrower has been granted special
concessions due to financial difficulties that, if not for the challenges of the borrower, the Company would not
otherwise consider. The TDR modifications or concessions are made to increase the likelihood that these borrowers
with financial difficulties will be able to satisfy their debt obligations as amended. The concessions granted in the
restructurings completed in the three month period ending March 31, 2014 largely consisted of maturity extensions,
interest rate modifications or a combination of both. In limited circumstances, a reduction in the principal balance of
the loan could also be made as a concession. Credit losses for loans classified as TDR are measured on the same basis
as impaired loans. For impaired loans, an allowance is established when the collateral value less selling costs (or
discounted cash flows or observable market price) of the impaired loan is lower than the recorded investment of that
loan.

The Company had no commitments to lend additional funds on loans classified as TDR as of March 31, 2015 and
December 31, 2014. The Company did not have any loans modified as TDR that defaulted within twelve months of
being modified as TDR during the three month periods ended March 31, 2015 and 2014.

Purchased Credit Impaired Loans (“PCI Loans”)

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

Contractual cash flows are calculated based upon the loan pool terms after applying a prepayment factor. Calculation
of the applied prepayment factor for contractual cash flows is the same as described below for expected cash flows.
Inputs to the determination of expected cash flows include cumulative default and prepayment data as well as loss
severity and recovery lag information. Cumulative default and prepayment data are calculated via a transition matrix.
The transition matrix is a matrix of probability values that specifies the probability of a loan pool transitioning into a
particular delinquency state (e.g. 0-30 days past due, 31 to 60 days, etc.) given its delinquency state at the
remeasurement date. Loss severity factors are based upon either actual charge-off data within the loan pools or
industry averages and recovery lags are based upon the collateral within the loan pools.

The excess of cash flows expected to be collected over the initial fair value of purchased credit impaired loans is
referred to as the accretable yield and is accreted into interest income over the estimated life of the acquired loans
using the effective yield method. Other adjustments to the accretable yield include changes in the estimated remaining
life of the acquired loans, changes in expected cash flows and changes of indices for acquired loans with variable
interest rates.
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The following is an analysis of our PCI loans, net of related allowance for losses and remaining valuation discounts as
of March 31, 2015 and December 31, 2014:

March 31, 2015  December 31,

2014
(in thousands)

Commercial business $52,115 $50,334
Real estate:
One-to-four family residential 31,127 31,981
Commercial and multifamily residential 127,952 140,398
Total real estate 159,079 172,379
Real estate construction:
One-to-four family residential 4,026 4,353
Commercial and multifamily residential 2,501 2,588
Total real estate construction 6,527 6,941
Consumer 25,390 26,814
Subtotal of PCI loans 243,111 256,468
Less:
Valuation discount resulting from acquisition accounting 23,272 25,884
Allowance for loan losses 16,531 16,336
PCI loans, net of allowance for loan losses $203,308 $214,248

The following table shows the changes in accretable yield for PCI loans for the three months ended March 31, 2015
and 2014:
Three Months Ended March 31,

2015 2014

(in thousands)
Balance at beginning of period $73,849 $103,907
Accretion (6,319 ) (10,569 )
Disposals (1,093 ) (2,826 )
Reclassifications from nonaccretable difference 2,289 11,031
Balance at end of period $68,726 $101,543

6. Allowance for Loan and Lease Losses and Unfunded Commitments and Letters of Credit
Loans, excluding PCI loans
We maintain an allowance for loan and lease losses (“ALLL”) to absorb losses inherent in the loan portfolio. The size of
the ALLL is determined through quarterly assessments of the probable estimated losses in the loan portfolio. Our
methodology for making such assessments and determining the adequacy of the ALLL includes the following key
elements:
| General valuation allowance consistent with the Contingencies topic of the FASB
' ASC.
Classified loss reserves on specific relationships. Specific allowances for identified problem loans are determined in
“accordance with the Receivables topic of the FASB ASC.
The unallocated allowance provides for other factors inherent in our loan portfolio that may not have been
contemplated in the general and specific components of the allowance. This unallocated amount generally
"comprises less than 5% of the allowance. The unallocated amount is reviewed quarterly based on trends in credit
losses, the results of credit reviews and overall economic trends.
The general valuation allowance is calculated quarterly using quantitative and qualitative information about specific
loan classes. The minimum required level with respect to which an entity develops a methodology to determine its
ALLL is by general categories of loans, such as commercial business, real estate, and consumer. However, the
Company’s methodology in determining its ALLL is prepared in a more detailed manner at the loan class level,
utilizing specific categories such as commercial business secured, commercial business unsecured, real estate
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a specific loan class and incorporates the loan’s risk rating migration from origination to the point of loss based upon
the consideration of an appropriate look back period.
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A loan’s risk rating is primarily determined based upon the borrower’s ability to fulfill its debt obligation from a cash
flow perspective. In the event there is financial deterioration of the borrower, the borrower’s other sources of income or
repayment are also considered, including recent appraisal values for collateral dependent loans. The qualitative
information takes into account general economic and business conditions affecting our marketplace, seasoning of the
loan portfolio, duration of the business cycle, etc. to ensure our methodologies reflect the current economic
environment and other factors as using historical loss information exclusively may not give an accurate estimate of
inherent losses within the Company’s loan portfolio.

When a loan is deemed to be impaired, the Company has to determine if a specific valuation allowance is required for
that loan. The specific valuation allowance is a reserve, calculated at the individual loan level, for each loan
determined to be both, impaired and containing a value less than its recorded investment. The Company measures the
impairment based on the discounted expected future cash flows, observable market price, or the fair value of the
collateral less selling costs if the loan is collateral dependent or if foreclosure is probable. The specific reserve for
each loan is equal to the difference between the recorded investment in the loan and its determined impairment value.
The ALLL is increased by provisions for loan and lease losses (“provision”) charged to expense, and is reduced by loans
charged off, net of recoveries or a recovery of previous provisions. While the Company’s management believes the
best information available is used to determine the ALLL, changes in market conditions could result in adjustments to
the ALLL, affecting net income, if circumstances differ from the assumptions used in determining the ALLL.

We have used the same methodology for ALLL calculations during the three months ended March 31, 2015 and 2014.
Adjustments to the percentages of the ALLL allocated to loan categories are made based on trends with respect to
delinquencies and problem loans within each class of loans. The Company reviews the ALLL quantitative and
qualitative methodology on a quarterly basis and makes adjustments when appropriate. The Company continues to
strive towards maintaining a conservative approach to credit quality and will continue to make revisions to our ALLL
as necessary to maintain adequate reserves. The Company carefully monitors the loan portfolio and continues to
emphasize the importance of credit quality.

Once it is determined that all or a portion of a loan balance is uncollectable, and the amount can be reasonably
estimated, the uncollectable portion of the loan is charged-off.

PCI Loans

Purchased credit impaired loans that have common risk characteristics are aggregated into loan pools. When required,
we record impairment, at the pool-level, to adjust the pool’s carrying value to its net present value of expected future
cash flows. Quarterly, we re-measure expected loan pool cash flows. If, due to credit deterioration, the present value
of expected cash flows is less than carrying value, we reduce the loan pool’s carrying value by adjusting the ALLL
with an impairment charge to earnings which is recorded as provision for loan losses. If credit quality improves and
the present value of expected cash flows exceeds carrying value, we increase the loan pool’s carrying value by
recapturing previously recorded ALLL, if any. See Note 5, Loans, for further discussion of the accounting for PCI
loans.

Credit losses attributable to draws on purchased credit impaired loans, advanced subsequent to the loan purchase date,
are accounted for under ASC 450-20 and those amounts are also subject to the Company’s internal and external credit
review. An ALLL is estimated in a similar manner as loans, excluding PCI loans, and a provision for loan losses is
charged to earnings as necessary.
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The following tables show a detailed analysis of the ALLL for the three months ended March 31, 2015 and 2014:
Beginning . Provision Ending Specific  General
Balance Charge-offs Recoveries (Recovery) Balance  Reserve  Allocation

Three months ended March 31, .
(in thousands)

2015

Commercial business:

Secured $25,923  $(1,386 ) $512 $712 $25,761 $24 $25,737
Unsecured 927 (40 ) 106 19 1,012 — 1,012
Real estate:

One-to-four family residential 2,281 (8 ) 12 (921 ) 1,364 115 1,249
Commercial & multifamily

residential:

Commercial land 799 — — 28 827 — 827
Income property 9,159 — 3,252 (3,971 ) 8,440 — 8,440
Owner occupied 5,007 — 9 596 5,612 24 5,588

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

Land and acquisition 1,197 — 2 (173 ) 1,026 67 959
Residential construction 1,860 — 26 (96 ) 1,790 — 1,790
Commercial & multifamily
residential:
Income property 622 — 3 202 827 — 827
Owner occupied 434 — — 65 499 — 499
Consumer 3,180 (891 ) 273 273 2,835 — 2,835
Purchased credit impaired 16,336 (4,100 ) 1,686 2,609 16,531 — 16,531
Unallocated 1,844 — — 1,866 3,710 — 3,710
Total $69,569  $(6,425 ) $5,881 $ 1,209 $70,234  $230 $70,004
Beginning Provision  Ending Specific ~ General

Charge-offs Recoveries

Balance (Recovery) Balance  Reserve  Allocation

Three months ended March 31, ..
(in thousands)

2014

Commercial business:

Secured $31,027 $(198 ) $448 $(2,476 ) $28,801 $1,521 $27,280
Unsecured 696 35 ) 42 43 746 27 719
Real estate:

One-to-four family residential 1,252 (207 ) 28 121 1,194 133 1,061
Commercial & multifamily

residential:

Commercial land 489 — 17 73 579 — 579
Income property 9,234 — 13 860 10,107 — 10,107
Owner occupied 3,605 (1,023 )9 1,969 4,560 38 4,522

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

Land and acquisition 610 — 39 (69 ) 580 71 509
Residential construction 822 — 3 (129 ) 696 — 696
Commercial & multifamily

residential:

Income property 285 — — 35 320 — 320
Owner occupied 58 — — 96 154 — 154
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Consumer 2,547 (727 ) 253 564 2,637
Purchased credit impaired 20,174 (4,273 ) 1,806 2,422 20,129
Unallocated 1,655 — — (1,587 ) 68

Total $72,454 $(6,463 ) $2,658 $1,922 $70,571
19

3

$1,793

2,634
20,129
68
$68,778
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Changes in the allowance for unfunded commitments and letters of credit, a component of other liabilities in the
consolidated balance sheet, are summarized as follows:

Three Months Ended

March 31,

2015 2014

(in thousands)
Balance at beginning of period $2,655 $2,505
Net changes in the allowance for unfunded commitments and letters of credit — (50 )
Balance at end of period $2,655 $2,455

Risk Elements

The extension of credit in the form of loans or other credit products to individuals and businesses is one of our
principal business activities. Our policies and applicable laws and regulations require risk analysis as well as ongoing
portfolio and credit management. We manage our credit risk through lending limit constraints, credit review, approval
policies and extensive, ongoing internal monitoring. We also manage credit risk through diversification of the loan
portfolio by type of loan, type of industry and type of borrower and by limiting the aggregation of debt to a single
borrower.

Risk ratings are reviewed and updated whenever appropriate, with more periodic reviews as the risk and dollar value
of loss on the loan increases. In the event full collection of principal and interest is not reasonably assured, the loan is
appropriately downgraded and, if warranted, placed on nonaccrual status even though the loan may be current as to
principal and interest payments. Additionally, we assess whether an impairment of a loan warrants specific reserves or
a write-down of the loan.

Pass loans are generally considered to have sufficient sources of repayment in order to repay the loan in full in
accordance with all terms and conditions. Special mention loans have potential weaknesses that, if left uncorrected,
may result in deterioration of the repayment prospects for the asset or in the Company’s credit position at some future
date. Loans with a risk rating of Substandard or worse are reported as classified loans in our ALLL analysis. We
review these loans to assess the ability of our borrowers to service all interest and principal obligations and, as a
result, the risk rating may be adjusted accordingly. Substandard loans reflect loans where a loss is possible if loan
weaknesses are not corrected. Doubtful loans have a high probability of loss, however, the amount of loss has not yet
been determined. Loss loans are considered uncollectable and when identified, are charged off.
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The following is an analysis of the credit quality of our loan portfolio, excluding PCI loans, as of March 31, 2015 and

December 31, 2014:

March 31, 2015

Loans, excluding PCI loans:
Commercial business:
Secured

Unsecured

Real estate:

One-to-four family residential
Commercial and multifamily
residential:

Commercial land

Income property

Owner occupied

Real estate construction:
One-to-four family residential:
Land and acquisition
Residential construction
Commercial and multifamily
residential:

Income property

Owner occupied

Consumer

Total

Less:

Allowance for loan and lease losses
Loans, excluding PCI loans, net

December 31, 2014

Loans, excluding PCI loans:
Commercial business:
Secured

Unsecured

Real estate:

One-to-four family residential
Commercial and multifamily
residential:

Commercial land

Income property

Owner occupied

Pass

(in thousands)

$1,995,680
78,498

162,448

187,519
1,301,779
828,244

16,180
103,257

62,958
54,563
331,413
$5,122,539

Pass

(in thousands)
$1,963,210
79,534
163,914
183,701

1,287,729
825,694

Special
Mention

$19,210

1,465

3,459
3,517
1,757

166
680

$30,254

Special
Mention

$15,790

55

4,217
5,885
7,876

Substandard Doubtful Loss

$40,469
721

6,394

2,464
4,248
16,186

452
1,708

876
4,745
$78,263

Substandard

$54,628
559

7,795
1,861

8,385
11,171

Doubtful

Loss

Total

$2,055,359
79,219

170,307

193,442
1,309,544
846,187

16,798
105,645

62,958
55,439
336,158
5,231,056

53,703
$5,177,353

Total

$2,033,628
80,093

171,764

189,779
1,301,999

34



