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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

xANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2008 or

¨TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF
1934

Commission File Number 0-20288

COLUMBIA BANKING SYSTEM, INC.
(Exact name of registrant as specified in its charter)

Washington 91-1422237
(State or other jurisdiction of
incorporation or organization)

(I.R.S. Employer
Identification Number)

1301 “A” Street
Tacoma, Washington 98402

(Address of principal executive offices) (Zip code)

Registrant’s Telephone Number, Including Area Code: (253) 305-1900

Securities Registered Pursuant to Section 12(b) of the Act:

 Common Stock, No Par Value  The NASDAQ Stock Market LLC
 (Title of class)  (Name of each exchange on which registered)

Securities Registered Pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.    Yes  ¨    No  x
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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (17 C.F.R. 229.405)
is not contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form
10-K.    x

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definitions of “large accelerated filer", "accelerated filer” and  "smaller reporting
company" in Rule 12b-2 of the Exchange Act (check one):
    ¨  Large Accelerated Filer                          x  Accelerated Filer     ¨  Non-accelerated Filer        ¨  Smaller Reporting
Company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ¨    No  x

The aggregate market value of Common Stock held by non-affiliates of the registrant at June 30, 2008 was
$337,951,416 based on the closing sale price of the Common Stock on that date.

The number of shares of registrant’s Common Stock outstanding at January 31, 2009 was 18,173,527.

DOCUMENTS INCORPORATED BY REFERENCE:

Portions of the Registrant’s definitive 2009 Annual Meeting Proxy Statement
Dated March 23, 2009. Part III
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus, and any prospectus supplement, including information included or incorporated by reference, may
contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995.  These forward-looking statements include, but are not limited to, statements about our plans, objectives,
expectations and intentions that are not historical facts, and other statements identified by words such as “expects,”
“anticipates,” “intends,” “plans,” “believes,” “should,” “projects,” “seeks,” “estimates” or words of similar meaning.  These
forward-looking statements are based on current beliefs and expectations of management and are inherently subject to
significant business, economic and competitive uncertainties and contingencies, many of which are beyond our
control.  In addition, these forward-looking statements are subject to assumptions with respect to future business
strategies and decisions that are subject to change.  The following factors, among others, could cause actual results to
differ materially from the anticipated results or other expectations in the forward-looking statements, including those
set forth in this prospectus, any accompanying prospectus supplement or the documents incorporated by reference,
including the “Risk Factors,” “Business” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” sections of our reports and other documents filed with the SEC:

 the risks associated with lending and potential adverse changes in credit quality;

 increased delinquency rates;

 competition from other financial services companies in our markets;

the risks presented by a continuing economic slowdown, which could adversely affect credit quality, collateral
values, including real estate collateral, investment values, liquidity and loan originations;

 demand for banking products and services may decline;

legislative or regulatory changes that adversely affect our business or our ability to complete prospective future
acquisitions;

the risks presented by a continued economic slowdown and the public stock market volatility, which could adversely
affect our stock value and our ability to raise capital in the future; and

 our success in managing risks involved in the foregoing.

Additional factors that could cause actual results to differ materially from those expressed in the forward-looking
statements are discussed in “Risk Factors” above, in our prospectus supplement and in our reports filed with the
SEC.  We believe the expectations reflected in our forward-looking statements are reasonable, based on information
available to us on the date hereof. However, given the described uncertainties and risks, we cannot guarantee our
future performance or results of operations and you should not place undue reliance on these forward-looking
statements. We undertake no obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.

PART I

ITEM 1. BUSINESS

General
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Columbia Banking System, Inc. (referred to in this report as “we,” “our,” and “the Company”) is a registered bank holding
company whose wholly owned banking subsidiary, Columbia State Bank (“Columbia Bank”) also does business as
Bank of Astoria and Mt. Rainier Bank and conducts full-service commercial banking business in the states of
Washington and Oregon. Headquartered in Tacoma, Washington, we provide a full range of banking services to small
and medium-sized businesses, professionals and individuals.
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The Company was originally organized in 1988 under the name First Federal Corporation, which was later named
Columbia Savings Bank.  In 1990, an investor group acquired a controlling interest in the Company and a second
corporation, Columbia National Bankshares, Inc. ("CNBI"), and CNBI's sole banking subsidiary, Columbia National
Bank.  In 1993, the Company was reorganized to take advantage of commercial banking business opportunities in our
principal market area.  The opportunities to capture commercial banking market share were due to increased
consolidation of banks, primarily through acquisitions by out-of-state holding companies, which created dislocation of
customers.  As part of the reorganization, CNBI was merged into the Company and Columbia National Bank was
merged into the then newly chartered Columbia Bank.  In 1994, Columbia Savings Bank was merged into Columbia
Bank.  We have grown from four branch offices at January 1, 1993 to 53 branch offices at December 31, 2008.

Recent Acquisitions

On July 23, 2007, the Company completed its acquisition of Mountain Bank Holding Company (“Mt. Rainier”), the
parent company of Mt. Rainier National Bank, Enumclaw, Washington.  Mt. Rainier was merged into the Company
and Mt. Rainier National Bank was merged into Columbia Bank doing business as Mt. Rainier Bank.  The results of
Mt. Rainier Bank’s operations are included in those of Columbia Bank starting on July 23, 2007.

On July 23, 2007, the Company completed its acquisition of Town Center Bancorp (“Town Center”), the parent
company of Town Center Bank, Portland, Oregon.  Town Center was merged into the Company and Town Center
Bank was merged into Columbia Bank.  The results of Town Center Bank’s operations are included in those of
Columbia Bank starting on July 23, 2007.

On October 1, 2004, the Company completed its acquisition of Bank of Astoria, an Oregon state-chartered
commercial bank headquartered in Astoria, Oregon.  Astoria’s results of operations are included in our results
beginning October 1, 2004.  Astoria operated as a separate banking subsidiary of the Company until April 1, 2008,
when it was merged into the Columbia Bank banking subsidiary.  This change in internal organizational structure
altered the composition of the Company’s reportable segments; accordingly, segment results for the Bank of Astoria
are now included within the Retail Banking segment.  Prior period segment reporting has been restated to reflect this
change.

Columbia Bank has 53 branch locations in the Seattle/Tacoma metropolitan area and contiguous parts of the Puget
Sound region of Washington State, as well as the Longview and Woodland communities in southwestern Washington
State, the Portland, Oregon metropolitan area, and the northern Oregon coast. Included in those 53 branch locations
are six branches doing business as Bank of Astoria along the northern coast of Oregon and five branches doing
business as Mt. Rainier Bank, in King and Pierce counties in Washington State.  Subsequent to year-end, the
operations of one branch in each of King, Pierce and Clackamas counties were consolidated into other branches in the
same regions.  Substantially all of Columbia Bank’s loans, loan commitments and core deposits are within its service
areas. Columbia Bank is a Washington state-chartered commercial bank, the deposits of which are insured in whole or
in part by the FDIC. Columbia Bank is subject to regulation by the FDIC and the Washington State Department of
Financial Institutions Division of Banks. Although Columbia Bank is not a member of the Federal Reserve System,
the Board of Governors of the Federal Reserve System has certain supervisory authority over the Company, which can
also affect Columbia Bank.

Company Management

Name Principal Position
Melanie J. Dressel President & Chief Executive Officer
Andrew McDonald Executive Vice President & Chief Credit Officer
Mark W. Nelson Executive Vice President & Chief Operating Officer

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

7



Kent L Roberts Executive Vice President & Human Resources Director
Gary R. Schminkey Executive Vice President & Chief Financial Officer

Financial Information about Segments

The Company is managed along two major lines of business within the Columbia Bank banking subsidiary:
commercial banking and retail banking.  The treasury function of the Company, although not considered a line of
business, is responsible for the management of investments and interest rate risk.  Financial information about
segments that conform to accounting principles generally accepted in the United States is presented in Note 22 to the
Consolidated Financial Statements in “Item 8. Financial Statements and Supplementary Data” of this report.
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Business Overview

Our goal is to be the leading Pacific Northwest regional community banking company while consistently increasing
shareholder value. We continue to build on our reputation for excellent customer service in order to be recognized in
all markets we serve as the bank of choice for retail deposit customers, small to medium-sized businesses and affluent
households.

We have established a network of 53 branches as of December 31, 2008 from which we intend to grow market share.
Western Washington locations consist of twenty-four branches in Pierce County, twelve in King County, two in
Cowlitz County, two in Thurston County and one each in Kitsap and Whatcom Counties. Oregon locations include
three branches in Clackamas County, two branches in Multnomah County,  four branches in Clatsop County and two
in Tillamook County.

In order to fund our lending activities and to allow for increased contact with customers, we utilize a branch system to
better serve both retail and business depositors. We believe this approach will enable us to expand lending activities
while attracting a stable core deposit base. In order to support our strategy of market penetration and increased
profitability while continuing our personalized banking approach, we have invested in experienced banking and
administrative personnel and have incurred related costs in the creation of our branch network.

Business Strategy

Our business strategy is to provide our customers with the financial sophistication and breadth of products of a
regional banking company while retaining the appeal and service level of a community bank. We continually evaluate
our existing business processes while focusing on maintaining balanced loan and deposit portfolios, expanding total
revenue and controlling expenses in an effort to increase our return on average equity and gain operational
efficiencies. We believe that as a result of our strong commitment to highly personalized, relationship-oriented
customer service, our varied products, our strategic branch locations and the long-standing community presence of our
managers, banking officers and branch personnel, we are well positioned to attract and retain new customers and to
increase our market share of deposits, loans, and other financial services in the communities we serve. We intend to
increase our market share by continuing to leverage our existing branch network, as well as adding new branch
locations and considering business combinations that are consistent with our expansion strategy throughout the Pacific
Northwest.

Products & Services

We place the highest priority on customer service and assist our customers in making informed decisions when
selecting from the products and services we offer. We continuously review our product and service offerings to ensure
that we provide our customers with the tools to meet their financial needs. A more complete listing of all the services
and products available to our customers can be found on our website: www.columbiabank.com. Some of the core
products and services we offer include:

Personal Banking Business Banking
•Checking and Saving Accounts •Checking & Saving Accounts
•Online Banking •Online Banking
•Electronic Bill Pay •Electronic Bill Pay
•Consumer Lending •Remote Deposit Capture
•Residential Lending •Cash Management
•Visa Card Services •Commercial & Industrial Lending
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•Investment Services •Real Estate and Real Estate Construction
Lending

•Private Banking •Equipment Finance
•Small Business Services
•Visa Card Services
•Investment Services
•International Banking
•Merchant Card Services

 Personal Banking: We offer our personal banking customers an assortment of account products including non-interest
and interest bearing checking, savings, money market and certificate of deposit accounts. Overdraft protection is also
available with direct links to the customer’s checking account. Our online banking service,
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Columbia Online™, provides our personal banking customers with the ability to safely and securely conduct their
banking business 24 hours a day, 7 days a week. Personal banking customers are also provided with a variety of
borrowing products including fixed and variable rate home equity loans and lines of credit, home mortgages for
purchases and refinances, personal loans, and other consumer loans. Eligible personal banking customers with
checking accounts are provided a VISA® Check Card which can be used both to make purchases and as an ATM
card. A variety of Visa® Credit Cards are also available to eligible personal banking customers.

Columbia Private Banking offers affluent clientele and their businesses complex financial solutions, such as deposit
and cash management services, credit services, and wealth management strategies. Each private banker provides
advisory services and coordinates a relationship team of experienced financial professionals to meet the unique needs
of each discerning customer.

Through CB Financial Services(1), personal banking customers are provided with a full range of investment options
including mutual funds, stocks, bonds, retirement accounts, annuities, tax-favored investments, US Government
securities as well as long-term care and life insurance policies. Qualified investment professionals are available to
provide advisory services(2) and assist customers with retirement, education and other financial planning activities.

Business Banking: We offer our business banking customers an assortment of checking, savings, interest bearing
money market and certificate of deposit accounts to satisfy all their banking needs. Our Cash Management
professionals are available to customize banking solutions with products such as automatic investment and line of
credit sweeps; dailyDEPOSIT, our remote deposit product to deposit checks without leaving their place of business;
positive pay, to identify fraudulent account activity quickly; and two choices of online banking, Columbia OnLine
Business Banking and Streamlined Business Banking. Columbia OnLine Business Banking provides customers with
the ability to tailor user access by individual, view balances and transactions, see check images, transfer funds, place
stop payments, pay bills electronically, export transaction history in multiple file formats, create wire transfers and
originate ACH transactions, such as direct deposit of employees’ payroll. Streamlined Business Banking is our free
online solution intended for smaller businesses, or those just starting out. Streamlined Business Banking provides
customers with the ability to view balances and transactions, see statements and check images, transfer funds, pay
bills electronically and export transaction history in multiple file formats.

We offer a variety of loan products tailored to meet the various needs of business banking customers. Commercial
loan products include accounts receivable, inventory and equipment financing as well as Small Business
Administration financing. We also offer commercial real estate loan products for construction and development or
permanent financing. Real estate lending activities have been focused on construction and permanent loans for both
owner occupants and investor oriented real estate properties. In addition, the bank has pursued construction and first
mortgages on owner occupied, one- to four-family residential properties. Commercial banking has been directed
toward meeting the credit and related deposit needs of various sized businesses and professional practice organizations
operating in our primary market areas.

We offer our business banking customers a selection of Visa® Cards including the Business Check Card that works
like a check wherever VISA® is accepted including ATM cash withdrawals 24 hours a day, 7 days a week. We
partner with First National Bank of Omaha to offer Visa® Credit Cards such as the Corporate Card which can be used
all over the world; the Purchasing Card with established purchasing capabilities based on your business needs; as well
as the Business Edition® and Business Edition Plus® that earns reward points with every purchase.  Our International
Banking Department provides both large and small businesses with the ability to buy and sell foreign currencies as
well as obtain letters of credit and wire funds to their customers and suppliers in foreign countries.
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(1)    Securities and insurance products are offered by Primevest Financial Services, Inc., an independent, registered
broker/dealer.  Member FINRA/SIPC.  Investment products are * Not FDIC insured * May lose value * Not
      bank guaranteed * Not a deposit * Not insured by any federal government agency.
(2)    Advisory services may only be offered by Investment Adviser Representatives in connection with an appropriate
PRIMEVEST Advisory Services Agreement and disclosure brochure as provided.
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Business clients that utilize Columbia’s Merchant Card Services have the ability to accept both Visa® and
MasterCard® sales drafts for deposit directly into their business checking account. Merchants are provided with a
comprehensive accounting system tailored to meet each merchant’s needs, which includes month-to-date credit card
deposit information on a transaction statement. Internet access is available to view merchant reports that allow
business customers to review merchant statements, authorized, captured, cleared and settled transactions.

Through CB Financial Services(1), customers are provided with an array of investment options and all the tools and
resources necessary to assist them in reaching their investment goals. Some of the investment solutions available to
customers include 401(k), Simple IRA, Simple Employee Pensions, Buy-Sell Agreements, Key-Man Insurance,
Business Succession Planning and personal investments.

Competition

Our industry is highly competitive. Several other financial institutions with greater resources compete for banking
business in our market areas. Among the advantages of some of these institutions are their ability to make larger loans,
finance extensive advertising and promotion campaigns, access international financial markets and allocate their
investment assets to regions of highest yield and demand. In addition to competition from other banking institutions,
we continue to experience competition from non-banking companies such as credit unions, brokerage houses and
other financial services companies. We compete for deposits, loans, and other financial services by offering our
customers similar breadth of products as our larger competitors while delivering a more personalized service level
with faster transaction turnaround time.

Market Areas

Washington: Over half of our total branches within Washington are located in Pierce County, with an estimated
population of 805,000 residents. At June 30, 2008 our Pierce County branch locations’ share of the county’s total
deposit market was 17%(3), ranking first amongst our competition. Also located in Pierce County is our Company
headquarters in the city of Tacoma and one nearby operational facility. Some of the most significant contributors to
the Pierce County economy are the Port of Tacoma whose activities represent more than 43,000 jobs, McChord Air
Force Base and Fort Lewis Army Base that account for nearly 20% of the County’s total employment and the
manufacturing industry which supplies the Boeing Company.

We operate twelve branch locations in King County, including Seattle, Bellevue and Redmond.  King County, which
is Washington’s most highly populated county at approximately 1.9 million residents, is a market that has significant
growth potential for our Company and will play a key role in our expansion strategy in the future. At June 30, 2008
our share of the King County deposit market was less than 1%(3); however, we have made significant inroads within
this market through the strategic expansion of our banking team. The north King County economy is primarily made
up of the aerospace, construction, computer software and biotechnology industries. South King County with its close
proximity to Pierce County is considered a natural extension of our primary market area. The economy of south
King County is primarily comprised of residential communities supported by light industrial, retail, aerospace and
distributing and warehousing industries.

Some other market areas served by the Company include Cowlitz County where we operate two branch locations that
account for 10%(3) of the deposit market share, Thurston County where we operate two branches offices, and Kitsap
and Whatcom County where we operate one branch in each county.

(1)  Securities and insurance products are offered by Primevest Financial Services, Inc., an independent, registered
broker/dealer.  Member FINRA/SIPC.  Investment products are * Not FDIC insured * May lose value * Not bank
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guaranteed * Not a deposit * Not insured by any federal government agency.

(3)  Source: FDIC Annual Summary of Deposit Report as of June 30, 2008.
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Oregon: With the acquisition of Town Center Bancorp in July, 2007, we added five branches in Clackamas and
Multnomah counties in the Portland, Oregon area.  Our six branches located in the western portions of Clatsop and
Tillamook Counties, in the northern Oregon coastal area account for 33%(3) and 7%(3) of the deposit market share,
respectively. In Clatsop County, we ranked first amongst our competition in market share as of June 30, 2008. Oregon
market areas provide a significant opportunity for expansion in the future. Both Clatsop and Tillamook Counties are
comprised primarily of tourism, forestry and commercial fishing related businesses.

Employees

As of December 31, 2008 the Company and its banking subsidiaries employed approximately 735 full time equivalent
employees down from 775 at December 31, 2007. We value our employees and pride ourselves on providing a
professional work environment accompanied by comprehensive benefit programs. We are committed to providing
flexible and value-added benefits to our employees through a “Total Compensation Philosophy” which incorporates all
compensation and benefits.  Our continued commitment to employees contributed to Columbia Bank being named one
of the 2008 Best Workplaces in Washington by the Puget Sound Business Journal and selected as one of Washington’s
100 Best Workplaces by Washington CEO Magazine.

Available Information

We file annual reports on Form 10-K, quarterly reports on Form 10-Q, periodic reports on Form 8-K, proxy
statements and other information with the United States Securities and Exchange Commission (“SEC”). The public may
obtain copies of these reports and any amendments at the SEC’s Internet site, www.sec.gov. Additionally, reports filed
with the SEC can be obtained through our website at www.columbiabank.com. These reports are available through
our website as soon as reasonably practicable after they are filed electronically with the SEC. Information contained
on our website is not intended to be incorporated by reference into this report.

Supervision and Regulation

General

The following discussion describes elements of the extensive regulatory framework applicable to the Company and
Columbia State Bank, which operates under the names Columbia State Bank and Mt. Rainier Bank in Washington,
and Bank of Astoria in Oregon (collectively, referred to herein as “Columbia Bank”). This regulatory framework is
primarily designed for the protection of depositors, federal deposit insurance funds and the banking system as a whole,
rather than specifically for the protection of shareholders. Due to the breadth of this regulatory framework, our costs
of compliance continue to increase in order to monitor and satisfy these requirements.

To the extent that this section describes statutory and regulatory provisions,
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