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community action
Organization

“they are
a true
partner”
“The counsel we receive from Columbia
Community Bank has proven to be
instrumental to our financial stability.
I’ve never felt we couldn’t turn to them
even in the most challenging situations.
You can’t place a value on that kind
of relationship.”
— Jerralynn Ness
Executive Director
“They’re more than a vendor to us.
They are a true partner.”
— Catherine Crooker
Director of Advancement
“What a pleasure it’s been to work,
together, with Community Action
building a stronger community.
They do so much!”
— Fred Johnson
Columbia Community Bank
pictured
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Banker Fred Johnson
with Catherine Crooker
and Jerralynn Ness
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To our shareholders:
Columbia Community Bank, a wholly owned subsidiary of Columbia Commercial Bancorp,
has completed thirteen years of operation. And while the effects of the Great Recession still linger
somewhat at the Bank and within the communities we serve, the Company continues to move
forward, as evidenced by improving asset quality and significantly improving earnings shown in
the accompanying financial statements.
During 2012, the Bank grew its loan portfolio and local deposit base and strategically reduced
a sizable portion of its low-yielding excess cash and marketable securities portfolio to pay down
and reduce reliance on the more costly brokered/out-of-area deposits and other wholesale
funding sources such as Federal Home Loan Bank borrowings. The Company’s assets shrunk by
over $30.0 million during the year, but the positive effects of these strategic actions – along with
improving loan metrics at the Bank – are evidenced by increased net interest income, margins,
and most importantly, a net profit of $1.2 million.
We are mindful that continued progress will always be necessary, and while staying true to our
clients and to our roots within our communities, we remain committed to keeping the Company
moving forward. The Bank has always been “well-capitalized” by traditional standards, and while
capital levels have risen over the past few years to support continued loan growth for the Bank
and the communities it serves, the Company plans to bolster capital levels even further in 2013
through a modest stock offering.

rick roby
and don kane

Our employees, management team, and board of directors – all members of the communities
we serve – look forward to another year of partnership with our clients. We are confident of
continued success in 2013.
Your loyalty and support are greatly appreciated. We are always available to discuss Columbia
Commercial Bancorp and Columbia Community Bank, and we welcome the opportunity to
talk with you as a shareholder and client.
Sincerely,

Rick A. Roby, President & CEO			

Don Kane, Chairman
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It was a time to band together.
In our 2011 annual report, Columbia Community Bank deemed the year’s performance
as symbolic of a turning point — and a sign of better days to come.

“If you want great service
and solutions that are
tailored to fit the needs of
your business, Columbia
Community Bank is an
excellent choice.”
Malcolm Hodge
since 2004
Mary Grimes
since 2005

The conservative optimism we all shared as we entered 2012 proved not to go unsatisfied.
With the year behind us, we are pleased to report net income and return on equity at
levels we have not seen since 2008. While it will be some time before we see a return
to pre-recession performance for most companies – including our own – we feel safe in
breathing a collective sigh of relief that the worst of this economic cycle appears to be over.
The recession was undeniably a game-changer for industries and businesses everywhere.
Every organization, every company, had to do things differently. We had to make changes
too, but took great care not to stray from what we stand for and what made us successful
in the first place. It was not a time to turn away from our clients or our employees. It was
a time to band together, put our mettle to the test, and demonstrate just how determined
we were to emerge resilient.

financial highlights
2012

2010

2009

2008

Net Interest Income

$

9,531,458

$

9,350,956

$

8,772,440

$

8,668,893

$

12,970,947

Loan Loss Provision (Benefit)

$

(750,000)

$

1,350,000

$

2,500,000

$

7,740,000

$

4,230,000

Non-interest Income

$

668,275

$

644,508

$

498,688

$

458,389

$

448,560

Non-interest Expense

$

8,648,510

$

8,844,256

$

8,698,359

$

8,757,580

$

7,329,798

Gain (Loss) on Investments

$

51,492

$

578,355

$

267,736

$

(116,602)

$

51,302

Gain (Loss) on OREO Properties

$

(19,144)

$

(187,601)

$

(392,571)

$

(1,827,820)

$

29,089

Tax Expense (Benefit)

$

1,088,000

$

8,000

$

(918,600)

$

(3,797,200)

$

629,000

Net Income (Loss)

$

1,245,571

$

183,962

$

(1,133,466)

$

(5,517,520)

$

1,311,100

6.64%

Return on Equity
Non-performing Assets
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17,661,343

1.03%
$

18,983,749

-6.14%
$

22,134,255

-24.85%
$

28,914,347

5.61%
$

22,058,333
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“The Columbia Community Bank
team is very put together. They are
supportive, they provide options and
they are open to new ideas. They are
more of a business partner than a bank.”
— Dr. Derek Conklin
Sandy Family Dentistry
“I consult with dentists, and even
before joining the board of Columbia
Community Bank I recommended
the Bank to my clients. The bankers
at Columbia Community Bank
understand the dental industry, and
the relationship is more personal —
not just paperwork and checking boxes.”
— Jon Schatz
ODS Companies

sandy family dentistry

“they are
open to
new ideas”

pictured

Jon Schatz with
Dr. Derek Conklin
stability |
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“they
understand
small
business”

pitman restaurant
equipment

“Our developer introduced us to
Columbia Community Bank.
When we were ready to start our new
building, we interviewed four or five
banks and Columbia Community Bank
was by far the most responsive. They
are interested in getting to know their
clients, and they really do understand
small business.”
— Dan Pitman
Co-owner

pictured
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Dan, Janice and Jason Pitman
with Banker Malcolm Hodge

2012 annual report

People do stick around...
One of the things we hear most often from our clients is how much they value the
longevity of our staff.
It’s true, people do stick around once they begin work at Columbia Community Bank.
Most of our founding employees – the people who helped open our doors in 1999 –
are still onboard at the Bank and love the supportive atmosphere that is integral to our
culture. They know their input is valued, that new ideas will receive due consideration,
and that performance will be rewarded. Most importantly, they know each and every
member of our Columbia Community Bank team is on their side, and that we all work
together for the good of the client and the good of the organization.

“‘Community’ is our middle
name, and that really says
it all. The communities
we serve have helped us
grow, and we are pleased
to support them in return.
It’s the right thing to do,
and we enjoy doing it.”
Tom Raabe
since 2004
Joan Gilman
since 2001

equity (in millions)
$25

$23.6
$21.5
$18.5

$20

$17.3

$18.0
$15

$10

$5

2008

2009

2010

2011

2012
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...helping to make a success story
What makes our bank anything more than a transactional institution? It’s the relationships
we build with our clients. If you talk to any of them (or just read some of the quotes
in this report), you’ll hear it over and over — “Columbia Community Bank is a true
partner to our business.” Or, “They expressed a genuine interest in understanding our
industry.” Or, “They responded when other banks were slow to get back with us.” Or,
“They truly care about our success.”
“We do everything
possible to ensure a
positive experience
for our customers.”
Greg Oakes
since 2001
Kari Erwert
since 2002

Our Bank was founded on and still stands for ideals that people believe in. We stand
for loyalty, supporting one another, being honest and fair, and doing what’s best for
everyone involved. Our clients know we’ll always be there for them, and that it’s not
about making a sale. It’s about helping to make a success story.

...everyone wins
Something else you should know about Columbia Community Bank — it’s the only
bank that is locally owned in Washington County. Our employees, executives and board
members live in the same cities and towns as our clients, and are very attuned to the local
economy, business climate and unique challenges facing our communities.
Our clients appreciate that because we are a local bank, decisions that determine the
financial options available to them are made by people they know, and by people who
understand their circumstances. Our clients also like knowing that the money they deposit
with us is invested locally in the way of loans to other businesses and organizations in
their community. The same cannot be said of regional or national banks.
When you bank locally, everyone wins. That’s community.

6
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total assets (in millions)
$500

$402.5

$400

$380.2

$358.5

$352.6
$322.6
$300

$200

$100

2008

2009

2010

2011

2012

Cash and Cash Equivalents
Other Assets
Investments
Net Loans
Total Assets

“At Columbia Community
Bank, we make a choice to
build strong relationships
with every person who walks
through our doors. This
both reflects and supports
our endeavor to build longlasting relationships with
the communities we serve.”
Tiffani Morning
since 2008

loan portfolio mix
Other: 0.3%

Real Estate Construction
and Development: 16.8%

Commercial and
Industrial: 33.2%
Residential Real Estate: 9.0%

“It’s been my pleasure
to work with outstanding
clients and co-workers
for the past 13 years. I look
forward to continuing the
Columbia Community Bank
tradition of excellence,
service and commitment.”
Jennifer Meyer
since 1999

Commercial Real Estate: 40.7%
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investor relations
information

Columbia Commercial Bancorp is the holding
company of Columbia Community Bank. View
the latest over the counter bulletin board stock
trades online at www.otcmarkets.com by typing in
our stock symbol, CLBC. Shares can be bought and

sold through the Over the Counter Bulletin Board
with your securities broker. Our latest earnings and
other press releases can be found on our website at
www.columbiacommunitybank.com.

forward-looking
statements

Certain statements in this release may constitute
forward-looking statements within the definition
of the “safe-harbor” provisions of Section 21E of
the Securities Exchange Act of 1934, as amended.
These forward-looking statements are subject to
significant uncertainties, which could cause actual
results to differ materially from those set forth
in such statements. Forward-looking statements
are those that incorporate management’s current
expectations and plans based on information
currently known to them. These statements can
sometimes be identified by words such as “believe,”
“estimate,” “anticipate,” “expect,” “intend,” “will,”
“may,” “should,” or other similar phrases or words.
Readers are cautioned not to place undue reliance
on forward-looking statements. In particular, they
should not be construed as assurances of a given
level of performance or as promises of a given
set of management’s actions. Some of the factors
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that could cause management to deviate from its
current plans, or could cause the Company’s results
to differ from current expectations, include the
effect of localized or regional economic shifts that
may affect the collectability of loans or the value of
the collateral underlying those loans; the effects of
laws, regulations, policies and government actions
upon the Company’s assets and operations;
sensitivity to the Northwestern Oregon geographic
markets and events affecting those markets; and
the impacts of new government initiatives upon
us and our borrowers. The Company does not
intend to publicly release any revisions to these
forward-looking statements to reflect events or
circumstances after the publication of this report
or to reflect the occurrence of unanticipated events.
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COLUMBIA COMMERCIAL BANCORP
AND SUBSIDIARY

Independent Auditor’s Report and Consolidated Financial Statements
DECEMBER 31,
2012, 2011, AND 2010
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Report of Independent Auditors
To the Board of Directors and Stockholders
Columbia Commercial Bancorp and Subsidiary
We have audited the accompanying consolidated balance sheets of Columbia Commercial Bancorp
and Subsidiary (the Company) as of December 31, 2012 and 2011, and the related consolidated
statements of operations, comprehensive income (loss), changes in stockholders’ equity, and cash
flows for each of the three years in the period ended December 31, 2012.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.
We believe that the audit evidence obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Columbia Commercial Bancorp and Subsidiary as of December 31,
2012 and 2011, and the results of their operations and cash flows for each of the three years in the
period ended December 31, 2012, in conformity with accounting principles generally accepted in the
United States of America.

Portland, Oregon
March 11, 2013
10
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Consolidated Balance Sheets
December 31,
2012

2011

ASSETS
Cash and due from banks

$		19,101,758

$		25,982,331

-

10,000,000

19,101,758

35,982,331

-

41,000

40,019,444

58,416,995

Federal funds sold
Cash and cash equivalents
Time certificates with other banks
Investment securities available-for-sale, at fair value
Restricted equity securities

2,226,900

2,266,100

238,611,929

231,320,294

Premises, equipment, and leasehold improvements, net of
accumulated depreciation and amortization

2,027,916

2,100,943

Cash surrender value of bank-owned life insurance

7,262,637

6,996,556

Other real estate owned

7,288,534

8,407,719

Accrued interest receivable and other assets

6,080,327

7,075,809

$ 322,619,445

$ 352,607,747

$

$

Loans, net of allowance for loan losses and unearned income

Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Noninterest-bearing demand deposits
Interest-bearing demand and money market accounts

49,359,845

44,868,891

73,690,496

65,418,732

1,095,868

971,240

103,830,883

127,823,777

227,977,092

239,082,640

Repurchase agreements

17,438,291

26,721,707

Federal Home Loan Bank borrowings

41,000,000

52,635,000

Other long term borrowings

1,483,955

1,588,712

Convertible subordinated notes

1,095,000

2,924,449

Junior subordinated debentures

8,248,000

8,248,000

Accrued interest payable and other liabilities

3,881,612

3,433,687

301,123,950

334,634,195

-

-

13,523,912

11,248,609

7,716,620

6,471,049

254,963

253,894

21,495,495

17,973,552

$ 322,619,445

$ 352,607,747

Savings deposits
Time deposits
Total deposits

Total liabilities
COMMITMENTS AND CONTINGENCIES (Notes 10 and 12)
STOCKHOLDERS’ EQUITY
Preferred stock, 1,000,000 shares authorized, none outstanding
Common stock, no par value, 10,000,000 shares authorized; 3,759,677 and
3,151,581 issued and outstanding at December 31, 2012 and 2011, respectively
Retained earnings
Accumulated other comprehensive income
Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes.
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Consolidated Statements of Operations
Years Ended December 31,
2012

2011

2010

INTEREST INCOME
Loans

$

Investment securities available-for-sale
Other interest and dividend income
Total interest income

13,837,445

$

14,648,636

$

15,438,753

833,352

1,171,491

1,711,547

71,996

64,972

85,709

14,742,793

15,885,099

17,236,009

1,793,889

2,892,107

4,782,548

347,104

466,377

533,082

INTEREST EXPENSE
Time deposits
Interest-bearing demand, money market, and savings deposits
Federal Home Loan Bank borrowings

2,143,488

2,125,096

2,125,096

Repurchase agreements

179,071

329,389

328,818

Other borrowings

747,783

721,174

694,025

Total interest expense

5,211,335

6,534,143

8,463,569

Net interest income

9,531,458

9,350,956

8,772,440

(750,000)

1,350,000

2,500,000

10,281,458

8,000,956

6,272,440

102,467

110,716

107,390

PROVISION (BENEFIT) FOR LOAN LOSSES
Net interest income after provision (benefit) for loan losses
NONINTEREST INCOME
Service charges and fees
Gain on sale of investment securities available-for-sale
Other-than-temporary impairment on securities
Other income
Total noninterest income

51,492

603,355

642,736

-

(25,000)

(375,000)

565,808

533,792

391,298

719,767

1,222,863

766,424

NONINTEREST EXPENSE
Salaries and employee benefits

5,148,258

4,800,536

4,589,594

Regulatory assessments

750,264

789,603

970,262

Net occupancy and equipment

689,782

714,984

768,308

Data processing

595,035

558,459

528,672

Impairment on other real estate owned

342,070

301,627

388,176

Other real estate owned and foreclosure expenses

283,095

644,723

645,950

(Gain) loss on sale of other real estate owned

(322,926)

(114,026)

4,395

Other expenses

1,182,076

1,335,951

1,195,573

8,667,654

9,031,857

9,090,930

INCOME (LOSS) BEFORE PROVISION (BENEFIT)
FOR INCOME TAXES

2,333,571

191,962

(2,052,066)

PROVISION (BENEFIT) FOR INCOME TAXES

1,088,000

8,000

(918,600)
$ (1,133,466)

Total noninterest expense

$

1,245,571

$

183,962

Basic

$

0.39

$

0.06

$

(0.36)

Diluted

$

0.39

$

0.06

$

(0.36)

NET INCOME (LOSS)
INCOME (LOSS) PER COMMON SHARE
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Consolidated Statements of
Comprehensive Income (Loss)
Years Ended December 31,
2012
Net income (loss)

$

1,245,571

Reclassification adjustment for realized gains
included in net income, net of taxes

$ (1,133,466)

32,376

798,278

134,370

(31,307)

(366,828)

(390,526)

1,069

431,450

(256,156)

615,412

$ (1,389,622)

Accumulated
Other
Comprehensive
Income (Loss)

Total
Stockholders’
Equity

Other comprehensive income (loss) net of taxes
$

1,246,640

$

2010

183,962

Change in unrealized gain (loss) on investment securities
available-for-sale, net of taxes

COMPREHENSIVE INCOME (LOSS)

2011

$

Consolidated Statements
of Changes in Stockholders’ Equity

Common Stock
Shares

Retained
Earnings

Amount

BALANCE, Dec. 31, 2009
Net loss
Restricted stock awards vesting
Stock-based compensation
Recognition of beneficial conversion
feature on convertible subordinated
notes payable

3,142,581
2,500
-

$ 11,023,906
26,777

-

182,400

-

-

182,400

Other comprehensive loss, net of taxes

-

-

-

(256,156)

(256,156)

BALANCE, Dec. 31, 2010
Net income
Restricted stock awards vesting
Stock-based compensation
Other comprehensive income, net of taxes

3,145,081
6,500
-

11,233,083
15,526
-

6,287,087
183,962
-

(177,556)
431,450

17,342,614
183,962
15,526
431,450

BALANCE, Dec. 31, 2011
Net income
Restricted stock awards vesting
Notes and interest payable converted
to stock
Issuance of stock
Stock-based compensation
Other comprehensive income, net of taxes

3,151,581
21,500

11,248,609
-

6,471,049
1,245,571
-

253,894
-

17,973,552
1,245,571
-

496,596
90,000
-

1,986,331
225,000
63,972
-

-

1,069

1,986,331
225,000
63,972
1,069

BALANCE, Dec. 31, 2012

3,759,677

$ 13,523,912

254,963

$ 21,495,495

See accompanying notes.

$

$

7,420,553
(1,133,466)
-

7,716,620

$

$

stability |
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Consolidated Statements of Cash Flows
Years Ended December 31,
2012

2011

2010

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)

$

1,245,571

$

183,962

$ (1,133,466)

(750,000)

1,350,000

2,500,000

Depreciation and amortization

219,463

246,711

306,369

Net amortization of investment
security premiums and discounts

748,487

687,210

1,077,556

Amortization of debt issuance costs and
beneficial conversion feature on convertible
subordinated notes payable

115,551

106,663

97,773

Gain on sale of investment securities
available-for-sale

(51,492)

(603,355)

(642,736)

-

25,000

375,000

(322,926)

(114,026)

4,395

342,070

301,627

388,176

8,000

275,000

322,000

(266,081)

(262,205)

(260,499)

63,972

15,526

26,777

1,200,508

507,337

1,465,242

267,272

(86,690)

(30,371)

2,820,395

2,632,760

4,496,216

41,000

94,000

165,000

47,002,523

47,306,493

58,805,174

(29,252,740)

(42,864,360)

(68,094,870)

(9,547,263)

2,135,828

11,474,384

4,105,669

5,012,393

2,657,281

Capitalized costs related to other real estate owned

-

(20,000)

(839,656)

Purchase of land, buildings, furniture, equipment,
and leasehold improvements

(146,436)

(73,136)

(82,542)

12,202,753

11,591,218

4,084,771

Adjustments to reconcile net income (loss) to net cash
from operating activities:
Provision (benefit) for loan losses

Other-than-temporary impairment of
investment securities available-for-sale
(Gain) loss on sale of other real estate owned
Impairment on other real estate owned
Deferred income tax expense
Increase in cash surrender value of
bank-owned life insurance
Stock compensation expense
Changes in assets and liabilities:
Accrued interest receivable and other assets
Accrued interest payable and other liabilities
Net cash from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from maturities of time certificates with other banks
Proceeds from maturity, calls, and sales of
investment securities available-for-sale
Purchase of investment securities available-for-sale
Net change in loans
Proceeds from sale of other real estate owned

Net cash from investing activities
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Consolidated Statements of Cash Flows
Years Ended December 31,
2012

2011

2010

CASH FLOWS FROM FINANCING ACTIVITIES
Net change in demand, money market, and savings deposits

$

Net change in time deposits

12,887,346

$

10,001,062

$

13,833,805

(23,992,894)

(23,734,100)

(34,671,681)

(9,283,416)

6,828,924

(2,622,191)

Proceeds from convertible subordinated notes,
net of debt issuance costs

-

-

2,902,413

Repayments on Federal Home Loan Bank and
other long-term borrowings

(11,739,757)

(75,800)

(94,852)

225,000

-

-

(31,903,721)

(6,979,914)

(20,652,506)

(16,880,573)

7,244,064

(12,071,519)

35,982,331

28,738,267

40,809,786

Net change in repurchase agreements

Proceeds from issuance of common stock
Net cash from financing activities
NET (DECREASE) INCREASE IN CASH AND
CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of year
$

19,101,758

$

35,982,331

$

28,738,267

Cash paid during the year for interest

$

5,095,118

$

6,434,912

$

8,772,095

Cash paid during the year for taxes

$

620,000

$

567,000

$

-

Change in fair value of investment securities
available-for-sale, net of taxes

$

1,069

$

431,450

$

(256,156)

Transfer of loans to other real estate owned

$

3,167,968

$

2,758,832

$

2,547,126

Transfer of other real estate owned to loans

$

162,340

$

222,357

$

1,175,735

Recognition of beneficial conversion feature on
convertible subordinated notes payable

$

-

$

-

$

182,400

Conversion of convertible subordinated notes and accrued
interest payable to common stock

$

1,986,331

$

-

$

-

CASH AND CASH EQUIVALENTS, end of year
SUPPLEMENTAL DISCLOSURE OF
CASH FLOW INFORMATION

SUPPLEMENTAL DISCLOSURE OF NONCASH
INVESTING AND FINANCING ACTIVITIES

See accompanying notes.
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Notes to Consolidated Financial Statements

Note 1: Organization and Summary of Significant Accounting Policies
Organization – In April 1999, Columbia Community Bank (the Bank) received regulatory approval
to become a state-chartered institution authorized to provide banking services in the state of Oregon,
and in 2002, Columbia Commercial Bancorp (the Company), an Oregon corporation, was formed
for the purpose of becoming a holding company for the Bank. The Company is registered as a bank
holding company under the Bank Holding Company Act of 1956, as amended, and is subject to the
supervision and examination by the Federal Reserve Board.
The Bank, operating from its headquarters in Hillsboro, Oregon, provides banking services to
businesses and individuals located primarily in the markets from which the Bank operates its four fullservice branches in Hillsboro, Forest Grove, Beaverton, and Tigard, Oregon. The Bank is subject to the
regulations of certain federal and state agencies and from time to time undergoes periodic examinations
by those regulatory authorities.
In March 2003, the Company formed Columbia Commercial Statutory Trust – I (Trust I), a
wholly-owned Connecticut statutory business trust, for the purpose of issuing guaranteed undivided
beneficial interests in floating rate Junior Subordinated Deferrable Interest Debentures (Trust Preferred
Securities). Trust I issued $3.0 million in Trust Preferred Securities and simultaneously advanced the
Company $3,093,000 in junior subordinated debentures of which $93,000 represented the Company’s
equity investment in Trust I. During 2005, the Company formed a second wholly-owned Delaware
statutory business trust, Columbia Commercial Statutory Trust – II (Trust II), for the purpose of
issuing guaranteed undivided beneficial interests in floating rate Junior Subordinated Deferrable
Interest Debentures (Trust Preferred Securities). Trust II issued $5.0 million in Trust Preferred Securities
and simultaneously advanced the Company $5,155,000 in junior subordinated debentures, of which
$155,000 represented the Company’s additional equity investment in Trust II.
The Company used the proceeds from the Trust Preferred Securities offerings to fund continued
growth of the Bank. The Company is not considered a primary beneficiary of the Trusts. Therefore, the
financial results of both Trust I and Trust II are not considered in the Company’s consolidated financial
statements.
Basis of presentation – The accompanying consolidated financial statements include the accounts
of Columbia Commercial Bancorp, and its wholly-owned subsidiary, Columbia Community
Bank. Substantially all activity of the Company is conducted through the Bank and all significant
intercompany accounts and transactions have been eliminated in the preparation of the consolidated
financial statements.
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Notes to Consolidated Financial Statements

Note 1: Organization and Summary of Significant Accounting Policies - (continued)
Financial statement presentation and use of estimates – The consolidated financial statements have
been prepared in accordance with generally accepted accounting principles and reporting practices
applicable to the banking industry. The preparation of consolidated financial statements requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, and the reported amounts of income and expenses during the reporting period. Actual results
could differ significantly from those estimates.
Significant estimates are necessary in determining the recorded value of the allowance for loan losses,
fair values of available-for-sale investment securities, fair value of impaired loans, net realizable value of
other real estate owned, and fair values of financial instruments. Management believes the assumptions
used in arriving at these estimates are appropriate.
Cash and cash equivalents – For purposes of reporting cash flows, cash and cash equivalents include
cash, interest-bearing deposits with correspondent banks, including time deposits with other banks
with original maturities of three months or less, and federal funds sold. Federal funds sold represent
excess cash funds that are generally invested on a daily basis.
The Bank maintains balances in correspondent bank accounts which at times may exceed federally
insured limits. Management believes that its risk of loss associated with such balances is minimal due
to the financial strength of the correspondent banks. The Bank has not experienced any losses in such
accounts.
At December 31, 2012, the Bank was required to maintain a minimum balance of $463,000 with such
correspondent banks.
Investment securities – The Bank is required to specifically identify its investment securities as “availablefor-sale,” “held-to-maturity,” or “trading accounts.” Accordingly, management has determined that all
investment securities held at December 31, 2012 and 2011, are “available-for-sale.”
Securities are classified as available-for-sale if the instrument may be sold in response to such factors
as: (1) changes in market interest rates and related changes in prepayment risk, (2) needs for liquidity,
(3) changes in the availability of and the yield on alternative instruments, and (4) changes in funding
sources and terms. Gains or losses on the sale of available-for-sale securities are determined using the
specific-identification method. Unrealized holding gains and losses, net of tax, on available-for-sale
securities are carried as accumulated other comprehensive income or loss within stockholders’ equity
until realized. Fair values for these investment securities are generally based on quoted market prices for
the same or similar instruments. Premiums and discounts are recognized in interest income using the
effective interest method over the period to maturity for the accretion of discounts and until the most
recent call date for securities purchased at a premium.
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Notes to Consolidated Financial Statements

Note 1: Organization and Summary of Significant Accounting Policies - (continued)
The Company evaluates securities for other-than-temporary-impairment (OTTI) by considering
whether it intends to sell a security or if it is likely that it would be required to sell the security before
recovery of the amortized cost basis of the investment, which may be maturity. For debt securities, if
the Company intends to sell the security or it is likely that it will be required to sell the security before
recovering its cost basis, the entire impairment loss must be recognized in earnings as an OTTI. If
the Company does not intend to sell the security and it is not likely that it will be required to sell the
security, and the Company does not expect to recover the entire amortized cost basis of the security,
only the portion of the impairment loss representing credit losses would be recognized in earnings.
The credit loss on a security is measured as the difference between the amortized cost basis and the
present value of the cash flows expected to be collected. Projected cash flows are discounted by the
original or current effective interest rate depending on the nature of the security being measured for
potential OTTI. The remaining impairment related to all other factors, the difference between the
present value of the cash flows expected to be collected and fair value, is recognized as a charge to other
comprehensive income (loss).
Restricted equity securities – The Bank’s investments in Federal Home Loan Bank-Seattle (FHLBSeattle) stock and Pacific Coast Bankers’ Bank (PCBB) stock are restricted equity investments carried at
par value, which approximates fair value. As a member of the FHLB-Seattle system, the Bank is required
to maintain a minimum level of investment in FHLB-Seattle stock based on specific percentages of its
outstanding FHLB-Seattle advances. In November 2009, the Seattle FHLB reported it was classified
as “undercapitalized” under the Finance Agency’s Prompt Corrective Action Rule by the Federal
Housing Finance Agency (the FHFA), its primary regulator. In 2012, the Seattle FHLB reported it
was now considered “adequately capitalized” by the FHFA; however, the Seattle FHLB, is unable to
redeem stock or pay a dividend without Finance Agency approval under the terms of the October 2010
Consent Order.
Stock in the Seattle FHLB is evaluated for impairment at each reporting date. The determination of
whether the investment is impaired is based on the Bank’s assessment of the ultimate recoverability
of par value rather than by recognizing temporary declines in value. The determination of whether a
decline affects the ultimate recoverability is influenced by criteria such as (1) the significance of the
decline in the net assets of the FHLB as compared to the capital stock amount for the FHLB and the
length of time this situation has persisted, (2) commitments by the FHLB to make payments required
by law or regulation and the level of such payments in relation to the operating performance of the
FHLB, (3) the impact of the legislative and regulatory changes on institutions and, accordingly, on the
customer base of the FHLB, and (4) the liquidity position of the FHLB. The Bank has concluded that
the FHLB stock investment is not impaired as of December 31, 2012.
PCBB operates under a special purpose charter to provide wholesale correspondent banking services to
depository institutions. By statute, 100% of PCBB’s outstanding stock is held by depository institutions
that utilize its correspondent banking services. The Bank may request redemption at par value of any
stock in excess of the amount the Bank is required to hold. Stock redemption is made at the discretion
of PCBB.
18
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Note 1: Organization and Summary of Significant Accounting Policies - (continued)
Loans, net of allowance for loan losses and unearned income – Loans are stated at the amount of
unpaid principal, reduced by an allowance for loan losses and unearned income. Interest on loans is
calculated by the simple-interest method on daily balances of the principal amount outstanding. Loan
origination fees and certain direct origination costs are capitalized and recognized as an adjustment of
the yield of the related loan.
The allowance for loan losses is established through a provision for loan losses charged to expense. Loans
are charged against the allowance for loan losses when management believes that the collectability of
principal is unlikely. The allowance is an amount that management believes will be adequate to absorb
possible losses on existing loans that may become uncollectible, based on evaluations of the collectability
of loans and prior loan loss experience. The evaluations take into consideration such factors as changes
in the nature and volume of the loan portfolio, overall portfolio quality, review of specific problem
loans, and current economic conditions that may affect the borrower’s ability to pay. Various regulatory
agencies, as a regular part of their examination process, periodically review the Bank’s reserve for loan
losses. Such agencies may require the Bank to recognize additions to the allowance based on their
judgment of information available to them at the time of examinations.
Impaired loans are carried at the present value of expected future cash flows discounted at the loan’s
effective interest rate, the loan’s market price, or the fair value of the collateral if the loan is collateral
dependent. Accrual of interest is discontinued on impaired loans when management believes, after
considering economic and business conditions, collection efforts and collateral position, that the
borrower’s financial condition is such that collection of interest is doubtful. When interest accrual is
discontinued, all unpaid accrued interest is reversed. Interest income is subsequently recognized only to
the extent cash payments are received and collection of the principal amount of the loan is reasonably
assured. The Bank’s policy is that loans placed on non-accrual will typically remain on non-accrual
status until all principal and interest payments are brought current and the prospect for future payment
in accordance with the loan agreement appear relatively certain. The Bank’s policy generally refers to six
months of payment performance as sufficient to warrant a return to accrual status.
A troubled debt restructuring is a formal restructure of a loan where the Bank, for economic or
legal reasons related to the borrower’s financial difficulties, grants a concession to the borrower. The
concessions may be granted in various forms, including reduction in the stated interest rate, reduction
in the loan balance or accrued interest, and extension of the maturity date. Troubled debt restructurings
are evaluated at the time of restructure for impairment, and if impaired are subjected to the Bank’s
impaired loan accounting policy.
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Notes to Consolidated Financial Statements

Note 1: Organization and Summary of Significant Accounting Policies - (continued)
Premises, equipment, and leasehold improvements – Premises, equipment, and leasehold
improvements are recorded at cost, less accumulated depreciation and amortization. Depreciation is
computed using the straight-line method over the expected useful lives of the assets, ranging from 3 to
25 years. Amortization of leasehold improvements is computed using the straight-line method over the
lease term or expected life of the related asset, whichever is less. The costs of maintenance and repairs are
expensed as they are incurred, while major expenditures for renewals and betterments are capitalized.
Cash surrender value of bank-owned life insurance – The cash surrender value of bank-owned life
insurance reflects the Bank’s investment in the recorded asset, net of surrender charges. Changes in the
cash surrender value of the contract are included in earnings as gains or losses in the period they arise.
Other real estate owned – Other real estate owned, acquired through foreclosure or deed in lieu of
foreclosure, is carried at fair value upon foreclosure and subsequently at the lower of cost or estimated
market value, less costs to sell. When property is acquired, any excess of the loan balance over its
estimated fair value is charged to the allowance for loan losses. Subsequent write-downs to market
value, if any, or any disposition gains or losses are included in noninterest expense.
Income taxes – Income taxes are accounted for using an asset and liability approach that requires the
recognition of deferred tax assets and liabilities for the expected future tax consequences of temporary
differences between the financial statement and tax basis of assets and liabilities at the applicable enacted
tax rates. A valuation allowance is provided when it is more likely than not that some portion or all of
the deferred tax assets will not be realized. The Company evaluates its ability to realize its deferred tax
assets by assessing its valuation allowance and by adjusting the amount of such allowance, if necessary.
The Company recognizes the tax benefit from uncertain tax positions only if it is more likely than not
that the tax positions will be sustained on examination by the tax authorities, based on the technical
merits of the position. The tax benefit is measured based on the largest benefit that has a greater than
50% likelihood of being realized upon ultimate settlement. The Company recognizes interest and
penalties related to income tax matters in income tax expense.
Advertising costs – The Company expenses advertising costs as they are incurred. Advertising costs of
$99,927, $98,543, and $112,235 were incurred during 2012, 2011, and 2010, respectively.

20 stability |

community | resilience

2012 annual report

Notes to Consolidated Financial Statements

Note 1: Organization and Summary of Significant Accounting Policies - (continued)
Earnings (loss) per common share – Basic earnings (loss) per common share is computed by dividing
net income (loss) available to common shareholders by the weighted-average number of common
shares outstanding during the period. Diluted earnings (loss) per common share is computed similar
to basic earnings (loss) per common share except that the denominator is increased to include the
number of additional common shares that would have been outstanding if dilutive potential common
shares had been issued. Included in the denominator are dilutive potential common shares related to
outstanding restricted stock awards computed under the treasury stock method as well as those related
to the Company’s convertible subordinated notes.
Stock-based compensation – The Company measures and recognizes as compensation expense the
grant date fair market value for all share-based awards. The grant date fair value for restricted stock
awards is measured using the fair value of the stock subject to the award on the grant date. The grant
date fair value of stock options is measured using the Black-Scholes option pricing model. That portion
of the grant date fair value that is ultimately expected to vest is recognized as expense over the requisite
service period, typically the vesting period, utilizing the straight-line attribution method. Excess tax
benefits resulting from the exercise of stock options are classified as financing cash flows.
Off-balance sheet financial instruments – The Bank holds no derivative financial instruments.
However, in the ordinary course of business, the Bank has entered into off-balance sheet financial
instruments consisting of commitments to extend credit and commercial and standby letters of credit.
These financial instruments are recorded in the consolidated financial statements when they are funded
or related fees are incurred or received.
The allowance for off-balance sheet credit losses related to unfunded loan commitments is increased
through charges to non-interest expense and is decreased by charge-offs or transfers to the allowance for
loan losses at the time that the related loan is funded. Management periodically evaluates the adequacy
of this allowance based on the Bank’s off-balance sheet credit loss experience, known and inherent risks
in the portfolio, adverse situations which may increase the likelihood of loss, and current economic
conditions. This reserve for unfunded loan commitments is included in the consolidated balance sheets
under the caption “accrued interest payable and other liabilities.”
Fair value of assets and liabilities – Fair value is defined as the price that would be received to sell
an asset, or paid to transfer a liability, in an orderly transaction between market participants at the
measurement date. The Company determines fair value based upon quoted prices when available or
through the use of alternative approaches, such as matrix or model pricing, when market quotes are not
readily accessible or available. The valuation techniques used are based on observable and unobservable
inputs. Observable inputs reflect market data obtained from independent sources, while unobservable
inputs reflect the Company’s market assumptions.
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Note 1: Organization and Summary of Significant Accounting Policies - (continued)
These two types of inputs create the following fair value hierarchy:
Level 1 Quoted prices in active markets for identical assets or liabilities.
Level 2 Quoted prices for similar instruments in active markets, quoted prices for identical
or similar instruments in markets that are not active, and model-derived valuations
whose inputs are observable or whose significant value drivers are observable.
Level 3 Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the asset or liability. Unobservable inputs are used
to measure fair value to the extent that observable inputs are not available. The
Company’s own data used to develop unobservable inputs shall be adjusted for market
consideration when reasonably available.
The Company used the following methods and significant assumptions to estimate fair value for certain
assets measured and carried at fair value on a recurring or non-recurring basis in the financial statements:
Investment securities available-for-sale – For these securities, the Company obtains fair value measurements
from an independent pricing service. The fair value measurements consider observable data that may
include dealer quotes, market spreads, cash flows, the U.S. Treasury yield curve, live trading levels, trade
execution data, market consensus prepayment speeds, credit information and the bond’s terms and
conditions, among other things. When market quotes are not readily accessible or available, alternative
approaches are utilized, such as matrix or model pricing.
Impaired loans – Impaired loans are carried at the present value of expected future cash flows discounted
at the loan’s effective interest rate, the loan’s market price, or the fair value of the collateral, less costs to
sell, if the loan is collateral dependent.
Other real estate owned – Certain assets held within other real estate are carried at fair value less cost to
sell, and are measured based on recent independent appraisals.
The following methods and assumptions were used by the Bank in estimating fair values of other assets
and liabilities for disclosure purposes:
Cash and cash equivalents – For these short-term instruments, the carrying amount is a reasonable
estimate of fair value.
Time certificates with other banks – Fair value for time certificates with other banks is based on the
market values for comparable investments.
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Note 1: Organization and Summary of Significant Accounting Policies - (continued)
Restricted equity securities – Due to significant restrictions on these securities, it is impractical to estimate
the fair value. As a result, the fair value has been determined to approximate cost.
Loans – For certain variable rate loans, fair value is estimated at carrying value, as these loans frequently
re-price to market. The fair value of other types of loans is estimated by discounting future cash flows,
using current rates at which similar loans would be made to borrowers with similar credit risk and for
the same remaining maturities.
Cash surrender value of bank-owned life insurance – The fair values of life insurance contracts are based
on the cash surrender value of the contracts as reported by the insurer.
Deposit liabilities – The fair value of demand deposits, savings deposits, and certain money market
accounts is the amount payable on demand at the reporting date. The fair value of fixed-maturity
certificates of deposit is estimated by discounting future cash flows, using the rates currently offered for
deposits of similar remaining maturities.
Repurchase agreements – Due to their short-term nature, the carrying amounts of borrowings under
repurchase agreements approximate their fair values.
Federal Home Loan Bank borrowings, convertible subordinated notes, junior subordinated debentures, and
other long-term borrowings – Rates currently available to the Bank for such borrowings with similar
terms and remaining maturities are used to estimate the fair values using discounted cash flow analysis.
Commitments to extend credit and commercial and standby letters of credit – The fair values of these
off-balance sheet commitments to extend credit and commercial and standby letters of credit are not
considered practicable to estimate because of the lack of quoted market prices and the inability to
estimate fair value without incurring excessive costs.
Subsequent events – Subsequent events are events or transactions that occur after the balance sheet
date but before the consolidated financial statements are issued. The Company recognizes in the
consolidated financial statements the effects of all subsequent events that provide additional evidence
about conditions that existed at the date of the balance sheet, including the estimates inherent in
the process of preparing the consolidated financial statements. The Company’s consolidated financial
statements do not recognize subsequent events that provide evidence about conditions that did not
exist at the date of the balance sheet but arose after the balance sheet date and before the consolidated
financial statements are available to be issued. The Bank has evaluated subsequent events through
March 11, 2013, which is the date the consolidated financial statements became available to be issued.
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Note 2: Investment Securities
The amortized cost and estimated fair value of investment securities available-for-sale are as follows at
December 31:
Gross
Unrealized
Gains

Amortized
Cost

Gross
Unrealized
Losses

Estimated
Fair Value

December 31, 2012:
Obligations of U.S.
government agencies

$

Mortgage-backed securities
Municipal securities
Trust preferred security
Available-for-sale securities

10,595,221

$

135,124

$

-

$

10,730,345

27,658,053

275,960

(13,053)

27,920,960

1,254,511

85,195

-

1,339,706

84,044

-

(55,611)

28,433

$

39,591,829

$

496,279

$

(68,664)

$

40,019,444

$

33,660,136

$

254,948

$

(11,187)

$

33,903,897

December 31, 2011:
Obligations of U.S.
government agencies
Mortgage-backed securities
Municipal securities
Trust preferred security
Available-for-sale securities
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$

23,027,258

89,663

(8,663)

23,108,258

1,253,826

99,049

-

1,352,875

58,186

-

(6,221)

51,965

57,999,406

$

443,660

$

(26,071)

$

58,416,995
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Note 2: Investment Securities - (continued)
The following table presents the gross unrealized losses and fair value of the Bank’s investment
securities, aggregated by investment category and length of time that individual securities have been in
a continuous unrealized loss position, at December 31:
December 31, 2012
Less Than 12 Months
Unrealized
Losses

Fair Value
Mortgage-backed
securities

$ 9,016,358 $

Trust preferred
security
Total temporarily
impaired securities

12 Months or More

-

$

-

$ 9,016,358 $

Unrealized
Losses

Fair Value

(13,053)

(13,053)

$

Totals

- $

Fair Value
-

28,433

(55,611)

28,433 $

(55,611)

Unrealized
Losses

$ 9,016,358 $

(13,053)

28,433

(55,611)

$ 9,044,791 $

(68,664)

December 31, 2011
Less Than 12 Months
Fair Value
Obligations of U.S.
government agencies $ 3,992,140
Mortgage-backed
securities
Trust preferred
security
Total temporarily
impaired securities

12 Months or More

Unrealized
Losses
$

(11,187)

Fair Value
$

Totals

Unrealized
Losses

Fair Value

Unrealized
Losses

- $

-

$ 3,992,140 $

(11,187)

3,143,196

(8,663)

-

-

3,143,196

(8,663)

51,965

(6,221)

-

-

51,965

(6,221)

- $

-

$ 7,187,301 $

(26,071)

$

$ 7,187,301 $
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Note 2: Investment Securities - (continued)
At December 31, 2012, four securities held by the Bank had unrealized losses and are considered to
be temporarily impaired investments. Temporary impairment of these securities is due to interest rate
risk associated with fixed-rate obligations and prepayment risk anticipated from premature calls of
similar classes of securities. Management believes that, while actual fluctuations in unrealized losses
may occur over the life of investment securities, the temporary impairment of each investment security
in an unrealized loss position at December 31, 2012, will reverse as the individual investment security
approaches its contractual maturity date, except as noted below.
During 2009, the Bank concluded that it was more likely than not that it would be necessary to sell
its one trust preferred investment security before recovery of its amortized cost basis and, therefore,
approximately $1.5 million other-than-temporary impairment was considered to exist. During 2011 and
2010, the Bank recognized an additional $25,000 and $375,000 of other-than-temporary impairment
charge through earnings, respectively, due to further decline in the fair value of the same trust preferred
investment security. There was no additional other-than-temporary impairment recognized during 2012.
In determining that no other material amounts of other-than-temporary impairment exist, management
has considered the likelihood that securities will be called prior to maturity and the ability of the issuer
to satisfy its repayment obligation upon maturity. Based on these factors, management believes that no
other material amounts of other-than-temporary impairment existed as of December 31, 2012 or 2011.
The amortized cost and estimated fair value of investment securities available-for-sale at
December 31, 2012, by contractual maturity, are shown below. Expected maturities may differ from
contractual maturities because borrowers could have the right to call or prepay obligations with or
without call or prepayment penalties.
Amortized
Cost
Due after one year through five years

$

8,545,309

Estimated
Fair Value
$

8,655,365

Due after five years through ten years

13,661,881

13,714,071

Due after ten years

17,384,639

17,650,008

$

39,591,829

$

40,019,444

For the purpose of the maturity table, mortgage-backed securities, which are not due at a single maturity
date, have been allocated over maturity groupings based on the weighted-average contractual maturities
of underlying collateral. Mortgage-backed securities may mature earlier than their weighted-average
contractual maturities because of principal prepayments.
As of December 31, 2012, investment securities with amortized costs of $22.1 million were pledged to
secure repurchase agreements and public deposit accounts, as permitted or required by law.
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Note 3: Loans
Loans consist of the following at December 31:
2012

2011

Real estate loans:
Commercial real estate

$

99,872,464

$

85,486,095

Real estate construction

41,236,819

34,440,412

Residential mortgage (1 – 4 family)

22,161,972

28,693,095

81,491,257

89,480,517

682,295

942,947

245,444,807

239,043,066

(6,152,708)

(7,083,437)

(680,170)

(639,335)

$ 238,611,929

$ 231,320,294

Other loans:
Commercial
Consumer

Allowance for loan losses
Unearned income
Loans, net of allowance for loan losses and unearned income

Loans pledged to secure FHLB borrowings and the Bank’s Reserve Bank Custody Program line of
credit at the Federal Reserve Bank were approximately $72.0 million and $48.5 million, respectively,
at December 31, 2012.
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Note 4: Allowance for Loan Losses and Credit Quality Indicators
The following table summarizes activity related to the allowance for loan losses by significant segments
of the loan portfolio for the years ended December 31, 2012, 2011, and 2010:

Beginning
Balance
Commercial real estate

$

Charge-Offs

Provision
(Benefit) for
Loan Losses

Recoveries

1,572,341 $

(242,994)

Real estate construction

1,025,213

(412,368)

1,450,629

Residential mortgage

1,369,983

(240,991)

Commercial

2,629,804

(916,260)

9,429
476,667

Consumer
Unallocated
2012 Total

Commercial real estate

$

-

$

(134,138)

Ending
Balance
$

1,195,209

(534,700)

1,528,774

131,221

104,644

1,364,857

39,412

(10,801)

1,742,155

-

10,622

(8,650)

11,401

-

-

(166,355)

310,312

$

7,083,437 $ (1,812,613)

$

1,631,884 $

(750,000)

$

6,152,708

$

1,189,233 $

$

- $

383,108

$

1,572,341

-

Real estate construction

2,118,897

(828,406)

488,395

(753,673)

1,025,213

Residential mortgage

2,173,037

(1,353,908)

35,498

515,356

1,369,983

Commercial

2,029,619

(197,992)

62,085

736,092

2,629,804

Consumer

10,806

-

2,655

(4,032)

9,429

Unallocated

3,518

-

-

473,149

476,667

2011 Total

Commercial real estate

$

$

Real estate construction

7,525,110 $ (2,380,306)

732,806 $

(36,547)

$

588,633 $

1,350,000

$

7,083,437

$

46,982 $

445,992

$

1,189,233

4,950,339

(2,955,158)

76,121

47,595

2,118,897

761,209

(95,186)

-

1,507,014

2,173,037

2,418,033

(954,005)

39,768

525,823

2,029,619

Consumer

17,192

-

-

(6,386)

10,806

Unallocated

23,556

-

-

(20,038)

3,518

Residential mortgage
Commercial

2010 Total

$

8,903,135 $ (4,040,896)

$

162,871 $

2,500,000

$

7,525,110

During 2012, the Bank received recoveries totaling approximately $1,350,000 from legal and insurance
settlements related to two real estate construction loans which previously had been charged-off.
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

Commercial real estate

Loans Individually Evaluated
for Impairment

Loans Collectively Evaluated
for Impairment

Gross Loans

Gross Loans

$

Allowance
108,415

$ 99,149,699

10,562,014

-

30,674,805

1,028,774

Residential mortgage

1,154,418

66,274

21,007,554

1,298,583

Commercial

2,709,905

54,613

78,781,352

1,687,542

Consumer

-

-

682,295

11,401

Unallocated

-

-

-

810,312

$

229,302

$ 230,295,705

735,299 $

110,295

$

Real estate construction

2012 Total

Commercial real estate

722,765

$ 15,149,102

$

Real estate construction

$

Allowance
$

1,086,794

$

5,923,406

84,750,796 $

1,462,046

14,264,061

233,447

20,176,351

791,766

Residential mortgage

4,726,457

83,623

23,966,638

1,286,360

Commercial

3,486,613

352,164

85,993,904

2,277,640

Consumer

-

-

942,947

9,429

Unallocated

-

-

-

476,667

2011 Total

$

23,212,430 $

779,529

$ 215,830,636 $

6,303,908

The Bank’s risk rating methodology assigns risk ratings ranging from 1 to 10, where a higher rating
represents higher risk. The Bank differentiates its lending portfolios into homogeneous loans (generally
consumer loans) and non-homogeneous loans (generally all non-consumer loans). The ten risk rating
categories can be generally described by the following groupings for non-homogeneous loans:
Pass – These loans range from minimal credit risk to lower than average, but still acceptable, credit risk.
Primary repayment sources generate satisfactory debt coverage under normal conditions. Cash flow
from recurring sources is expected to continue to produce adequate debt service capacity. There are six
categories within the pass definition, but none of the loans rise to the level of special mention.
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

Special Mention – A Special Mention loan has potential weaknesses that deserve management’s close
attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment
prospects for the asset or the institutions credit position at some future date. They contain unfavorable
characteristics and are generally undesirable. Loans in this category are currently protected but are
potentially weak and constitute an undue and unwarranted credit risk, but not to the point of a
Substandard classification. A Special Mention loan has potential weaknesses, which if not checked or
corrected, weaken the asset or inadequately protect the Bank’s position at some future date. Unlike
a Substandard credit, there should be a reasonable expectation that these temporary issues will be
corrected within the normal course of business, rather than through the liquidation of assets, and in a
reasonable period of time.
Substandard – A Substandard asset is inadequately protected by the current sound worth and paying
capacity of the obligor or of the collateral pledged, if any. Assets so classified must have a well-defined
weakness or weaknesses that jeopardize the liquidation of the debt. They are characterized by the distinct
possibility that the Bank will sustain some loss if the deficiencies are not corrected. Loss potential, while
existing in the aggregate amount of substandard assets, does not have to exist in individual assets classified
Substandard. Loans are classified as Substandard when they have unsatisfactory characteristics causing
unacceptable levels of risk. A Substandard loan normally has one or more well-defined weaknesses that
could jeopardize repayment of the debt. The likely need to liquidate assets to correct the problem,
rather than repayment from successful operations, is the key distinction between Special Mention and
Substandard loans.
Doubtful – Loans classified as Doubtful have all the weaknesses inherent in one classified Substandard
with the added characteristic that the weaknesses make collection or liquidation in full, on the basis
of currently existing facts, conditions and values, highly questionable and improbable. The possibility
of loss is extremely high, but because of certain important and reasonably specific pending factors,
which may work towards strengthening of the asset, classification as a loss (and immediate charge off)
is deferred until more exact status may be determined.
Loss – These loans are considered uncollectible and of such little value that their continuance as active
assets of the Company is not warranted. This classification does not mean that the loan has no recovery
or salvage value, but rather that it is not practical or desirable to defer writing it off as an asset. While
Loss is an active grade in the risk rating system, any loan considered to be in this category is to be
charged-off as soon as possible.
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

The following tables summarize the loan portfolio by segment and risk rating category as of
December 31, 2012 and 2011:
Commercial
Real Estate

Real Estate
Construction

Residential
Mortgage

Commercial

$ 96,682,747

$28,633,385

$13,588,240

$72,188,743

631,786

$ 211,724,901

-

1,639,411

2,274,157

1,497,062

50,509

5,461,139

3,189,717

10,694,990

6,299,575

7,805,452

-

27,989,734

-

269,033

-

-

-

269,033

$ 99,872,464

$41,236,819

$22,161,972

$81,491,257

682,295

$ 245,444,807

Consumer

Total

December 31, 2012:
Grade
Pass
Special mention
Substandard
Doubtful

$

$

December 31, 2011:
Grade
Pass

$ 74,513,265 $ 17,389,692 $ 17,690,704 $ 77,725,733 $

942,947 $ 188,262,341

Special mention

6,262,504

2,119,850

2,853,109

2,075,808

-

13,311,271

Substandard

4,710,326

14,580,836

8,149,282

9,177,283

-

36,617,727

-

350,034

-

501,693

-

851,727

Doubtful

$ 85,486,095 $ 34,440,412 $ 28,693,095 $ 89,480,517 $

942,947 $ 239,043,066
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

The following table shows the age analysis of past due loans as of December 31, 2012 and 2011:

30-59 Days
Past Due

60-89 Days
Past Due

Greater than
90 Days

$

$

$

Total Past
Due

Current

Total Loans

Recorded
Investment >
90 Days and
Accruing

December 31,
2012:
Commercial
real estate
Real estate
construction
Residential
mortgage
Commercial
Consumer

179,994

-

-

$

179,994

$ 99,692,470

$ 99,872,464 $

-

167,162

-

5,266,376

5,433,538

35,803,281

41,236,819

-

-

-

712,592

712,592

21,449,380

22,161,972

-

913,291

-

2,345,817

3,259,108

78,232,149

81,491,257

-

-

-

-

-

682,295

682,295

-

-

$ 8,324,785

$ 1,260,447

$

$ 9,585,232 $235,859,575

$ 245,444,807 $

-

December 31,
2011:
Commercial
real estate

$

- $

- $

- $

- $ 85,486,095 $

85,486,095 $

-

Real estate
construction

-

216,191

2,800,084

3,016,275

31,424,137

34,440,412

-

Residential
mortgage

-

-

503,948

503,948

28,189,147

28,693,095

-

Commercial

-

-

3,088,571

3,088,571

86,391,946

89,480,517

-

Consumer

-

-

-

-

942,947

942,947

-

$
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

The following table shows loans on non-accrual status as of December 31, 2012 and 2011:
2012
Real estate construction

$

7,314,397

Residential mortgage
Commercial
$

2011
$

4,574,127

712,592

2,581,950

2,345,817

3,419,949

10,372,806

$

10,576,026

The following tables show impaired loans for the years ended December 31, 2012, 2011, and 2010:
Unpaid
Principal
Balance

Recorded
Investment

Average
Recorded
Investment

Related
Allowance

Interest
Income
Recognized

2012
With related allowance recorded:
Commercial real estate
Real estate construction

$

722,765

$

722,765

$

108,415

$

728,719

$

53,937

-

-

-

1,520,870

21,067

Residential mortgage

441,826

441,826

66,274

1,001,661

53,002

Commercial

364,088

364,088

54,613

1,042,012

23,455

1,528,679

1,528,679

229,302

4,293,262

151,461

10,562,014

11,863,863

-

9,503,975

344,987

712,592

777,592

-

1,557,665

36,263

2,345,817

3,939,840

-

2,092,685

2,997

13,620,423

16,581,295

-

13,154,325

384,247

722,765

722,765

108,415

728,719

53,937

With no allowance recorded:
Real estate construction
Residential mortgage
Commercial

Total impaired loans:
Commercial real estate
Real estate construction

10,562,014

11,863,863

-

9,503,975

344,987

Residential mortgage

1,154,418

1,219,418

66,274

2,559,326

89,265

Commercial

2,709,905

4,303,928

54,613

3,134,697

26,452

$ 15,149,102

$ 18,109,974

229,302

$ 15,926,717

2012 Totals

$
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

Unpaid
Principal
Balance

Recorded
Investment

Average
Recorded
Investment

Related
Allowance

Interest
Income
Recognized

2011
With related allowance recorded:
Commercial real estate

$

735,299

$

735,299

$

110,295

$

738,212

$

54,294

Real estate construction

1,942,662

3,126,362

233,447

4,268,066

134,414

Residential mortgage
Commercial

1,383,082
3,419,949

1,506,930
4,348,972

83,623
352,164

2,375,730
2,604,279

137,698
11,850

7,480,992

9,717,563

779,529

9,986,287

338,256

12,321,399

12,882,276

-

12,763,948

565,409

3,343,375
66,664

4,471,608
66,664

-

2,395,363
794,373

170,112
756

15,731,438

17,420,548

-

15,953,684

736,277

735,299

735,299

110,295

738,212

54,294

14,264,061
4,726,457
3,486,613

16,008,638
5,978,538
4,415,636

233,447
83,623
352,164

17,032,014
4,771,093
3,398,652

699,823
307,810
12,606

$ 23,212,430

$ 27,138,111

779,529

$ 25,939,971

With no allowance recorded:
Real estate construction
Residential mortgage
Commercial

Total impaired loans:
Commercial real estate
Real estate construction
Residential mortgage
Commercial
2011 Totals
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

Unpaid
Principal
Balance

Recorded
Investment

Average
Recorded
Investment

Related
Allowance

Interest
Income
Recognized

2010
With related allowance recorded:
Real estate construction

$

3,217,273

$

4,695,973

$

325,784

$

4,515,644

$

51,766

Residential mortgage

3,328,518

3,408,518

1,066,566

1,609,882

110,767

Commercial

3,658,496

3,813,496

6,449

1,018,187

48,348

10,204,287

11,917,987

1,398,799

7,143,713

210,881

13,963,009

15,112,001

-

12,286,684

403,828

1,756,189

1,756,189

-

1,045,372

70,623

92,000

350,000

-

5,208,292

118,383

15,811,198

17,218,190

-

18,540,348

592,834

With no allowance recorded:
Real estate construction
Residential mortgage
Commercial

Total impaired loans:
Real estate construction

17,180,282

19,807,974

325,784

16,802,328

455,594

Residential mortgage

5,084,707

5,164,707

1,066,566

2,655,254

181,390

Commercial

3,750,496

4,163,496

6,449

6,226,479

166,731

$ 26,015,485

$ 29,136,177

1,398,799

$ 25,684,061

2010 Totals

$
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

Troubled debt restructures – A troubled debt restructuring occurs when, due to a borrower’s financial
difficulty, the Company grants a concession that it would not otherwise consider. The concession
can take the form of an interest rate or principal reduction or an extension of payments of principal
or interest, or both. Restructured loans performing in accordance with their new terms are included
among non-accrual loans until the borrower has demonstrated the ability to make payments under the
restructured terms for a certain period of time. The estimated value of the concession for these loans is
charged off against the allowance for loan losses.
Modification categories – The Bank offers a variety of modifications to borrowers. The modification
categories offered can generally be described in the following categories:
Rate modification – A modification in which the interest rate is changed.
Term modification – A modification in which the maturity date, timing of payments, or frequency of
payments is changed.
Interest only modification – A modification in which the loan is converted to interest only payments for
a period of time.
Payment modification – A modification in which the dollar amount of the payment is changed, other
than an interest only modification described above.
Combination modification – A modification of any other type, including the use of multiple categories
above.
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

Outstanding loan commitments to borrowers whose loans were troubled debt restructurings totaled
$6,628 and $33,336 as of December 31, 2012 and 2011, respectively.
The following tables present troubled debt restructurings by accrual or non-accrual status as of
December 31, 2012, and 2011:
December 31, 2012
Non-Accrual
Status

Accrual Status
Commercial real estate

$

722,765

Real estate construction

$

Total
Modifications
-

$

Number of
Modifications

722,765

2

-

5,619,146

5,619,146

3

Residential mortgage

441,826

-

441,826

1

Commercial

364,088

-

364,088

3

7,147,825

9

$

1,528,679

$

5,619,146

$

December 31, 2011
Accrual Status
Commercial real estate

$

Real estate construction

693,388 $

Non-Accrual
Status

Total
Modifications
-

$

Number of
Modifications

693,388

1

3,901,504

548,508

4,450,012

4

Residential mortgage

231,909

1,195,317

1,427,226

4

Commercial

108,575

331,380

439,955

4

7,010,581

13

$

4,935,376 $

2,075,205

$
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Note 4: Allowance for Loan Losses and Credit Quality Indicators (continued)

The following tables present restructured loans by type of modification that occurred during the years
ended December 31, 2012, and 2011:

Year Ended December 31, 2012
Number of
Modifications

Rate
Modifications

Real estate
construction

1

Residential
mortgage

1

-

Commercial

3

-

5

$

$

Term
Modifications

- $

- $

Interest Only
Modifications

1,880,857 $

Combination
Modifications

Total
Modifications

- $

- $

441,826

-

-

441,826

364,088

-

-

364,088

- $

- $

2,686,771 $

1,880,857

2,686,771

Year Ended December 31, 2011
Number of
Modifications

Rate
Modifications

Term
Modifications

Interest Only
Modifications

Combination
Modifications

Total
Modifications

Real estate
construction

2

Residential
mortgage

3

691,369

735,857

-

-

1,427,226

Commercial

3

-

66,664

331,380

-

398,044

8

$

$

101,489 $

792,858 $

3,800,015 $

4,602,536 $

- $

331,380 $

548,508 $

548,508 $

4,450,012

6,275,282

There were no payment defaults occurring within 12 months of the restructure date for the year ended
December 31, 2012.
The following table represents financing receivables modified as troubled debt restructurings with a
payment default occurring within 12 months of the restructure date for the year ended December 31,
2011:
2011
Real estate construction

$

535,017

$

1,390,243

Residential mortgage
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Note 5: Premises, Equipment, and Leasehold Improvements
The composition of premises, equipment, and leasehold improvements as of December 31 is summarized
as follows:
2012
Land

$

309,000

2011
$

309,000

Buildings and improvements

2,042,644

2,042,644

Furniture and equipment

1,677,069

1,530,632

Leasehold improvements

615,182

615,182

4,643,895

4,497,458

(2,615,979)

(2,396,515)

Total premises, equipment, and leasehold improvements
Accumulated depreciation and amortization
Premises, equipment, and leasehold improvements,
net of accumulated depreciation and amortization

$

2,027,916

$

2,100,943

Depreciation and amortization expense was $219,463, $246,711, and $306,369 for the years ended
December 31, 2012, 2011, and 2010, respectively.

Note 6: Time Deposits
Time certificate of deposit liabilities of $100,000 and over aggregated $34,518,651and $45,858,278 at
December 31, 2012 and 2011, respectively.
At December 31, 2012, the scheduled maturities for all time deposits are as follows:
Years ending December 31, 2013

$ 61,736,079

2014

32,453,168

2015

6,607,872

2016

2,740,995

2017

292,769
$ 103,830,883

At December 31, 2012 and 2011, the Bank held $5.0 million and $15.0 million of brokered certificates
of deposit, respectively.
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Note 7: Repurchase Agreements and Short-Term Lines of Credit
As of December 31, 2012 and 2011, the Bank had securities sold under agreements to repurchase
outstanding of $17,438,291 and $26,721,707, respectively. Repurchase agreements provide
for interest at variable rates, which ranged from 0.10% to 2.33% and 0.10% to 2.47% as of
December 31, 2012 and 2011, respectively. The repurchase agreements were collateralized by obligations
of U.S. government agency securities and mortgage-backed securities earning interest at 1.35% to
5.27% and 1.22% to 5.27% as of December 31, 2012 and 2011, respectively. Repurchase agreements
are short-term borrowings which mature overnight.
As of December 31, 2012, the Bank had $27.2 million of available credit through the Federal Reserve
Bank Custody Program collateralized by loans and a $4.0 million federal funds borrowing line at a
correspondent bank. The Bank had no outstanding balances on its lines of credit at December 31, 2012
or 2011.

Note 8: Long-term Borrowings
The Bank, as a member of the FHLB-Seattle, has entered into an “Advances, Security and Deposit
Agreement” which provides a credit arrangement collateralized by the Bank’s FHLB stock as well as
deposits or other instruments which may be pledged. As of December 31, 2012 and 2011, the Bank
had borrowings outstanding with the FHLB of $41,000,000 and $52,635,000, respectively. The
promissory notes outstanding as of December 31, 2012 mature between 2016 and 2017 with rates
ranging from 3.06% to 4.70%.
The Company has a long-term note payable to a related party with an original amount of $2,000,000.
The terms of the note call for monthly payments of $18,314 through August 1, 2016 including interest
at a fixed rate of 7.30% per annum. The note is secured by common stock of the Bank. The balance of
this note at December 31, 2012 and 2011 was $1,483,955 and $1,588,712, respectively.
On January 31, 2010, the Company issued $3,040,000 of 8.50% fixed-rate convertible subordinated
notes due December 31, 2014. After offering costs of $137,587 and a reserve established for the first
interest payment of $301,467 (14 months of interest paid March 31, 2011), the remaining proceeds
of $2.6 million were invested in the Bank as additional capital where it is being utilized to support
the Bank’s operations. These notes are subordinate to FHLB and other long-term borrowings, but
are superior to the Company’s junior subordinated debentures. The first regularly scheduled interest
payment was March 31, 2011 and subsequent interest payments are due quarterly thereafter until
maturity. All interest payments are subject to regulatory approval. At its discretion, the Company may
also defer up to four consecutive, and up to eight total, regularly scheduled interest payments even
if such payments are not opposed by regulators. Any and all such deferred interest payments are to
be capitalized to the notes’ outstanding principal balances upon the interest payments’ due dates. All
regularly scheduled interest payments were made during 2012 and 2011.
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Note 9: Long-term Borrowings- (continued)
The convertible notes have a prepayment feature at the discretion of the Company with premiums
beginning at 8.00% and decreasing to 4.00% as the notes age, but prior to maturity. The Company’s
Board of Directors also has the option to grant note holders the right to convert their notes into
common stock of the Company at prices beginning at $4.00 and increasing to $6.60 over the life of
the notes. Since these notes were structured to be convertible into the Company’s common stock, a
beneficial conversion feature of $182,400 was immediately recognized as equity upon issuance of the
notes with a corresponding offset recognized as a discount on the face value of the notes. The discount
on the notes is being amortized into interest expense over the term of the notes and the unamortized
amount is netted against the outstanding principal amount of the notes. The amount of amortized costs
included in interest expense for the years ended December 31, 2012, 2011, and 2010 was $115,551,
$106,663, and $97,773, respectively. During 2012, $1,945,000 of these convertible notes and $41,331
of accrued interest were exchanged for 496,596 shares of common stock. As of December 31, 2012,
there were no additional unamortized discounts on these notes while at December 31, 2011 the
discount was $115,551. The recorded amount of these notes was $1,095,000 and $2,924,449 as of
December 31, 2012 and 2011, respectively.
The Company is affiliated with two wholly-owned statutory business trust subsidiaries, Columbia
Commercial Statutory Trust – I and Columbia Commercial Trust – II (the Trusts), that issued guaranteed
undivided beneficial interests in the Company’s floating rate deferrable interest junior subordinated
debentures (Trust Preferred Securities). Trust I issued $3,000,000 of Trust Preferred Securities in 2003
and Trust II issued an additional $5,000,000 of Trust Preferred Securities in 2005.
In conjunction with the issuance of the Trust Preferred Securities, the Company entered into contractual
arrangements which, taken collectively, fully and unconditionally guarantee payment of (1) accrued and
unpaid distributions required to be paid on the Trust Preferred Securities, (2) the redemption price with
respect to any Trust Preferred Securities called for redemption by the Trust, and (3) payments due upon
a voluntary or involuntary dissolution, winding up, or liquidation of the Trusts. The Trust Preferred
Securities are mandatorily redeemable upon maturity of the debentures or upon earlier redemption as
provided in the indentures. The Company has the right to redeem the debentures purchased by the
Trusts in whole or in part, on or after the redemption dates stated in the indentures at prices equal to
the outstanding principal plus any accrued but unpaid interest.
The debentures, which represent the sole asset of the Trusts, possess the same terms as the Trust
Preferred Securities and accrue interest quarterly. Under certain circumstances, interest payments are
deferrable at the discretion of the Company. The Company has made the elections to defer the interest
payments on both of its Trust Preferred Securities since the second quarter of 2009. This election is
available up to twenty consecutive quarterly payments without the Company being in default, which
is through the first quarter of 2014. Interest accrued and not paid on its two Trust Preferred Securities
was approximately $928,000 and $669,000 as of December 31, 2012 and 2011, respectively.
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Note 8: Long-term Borrowings- (continued)
Following are the terms of each issuance of junior subordinated debentures:

Trust Name

Issue Date

Issued
Amount

Columbia Statutory Trust – I

March 2003

$ 3,093,000

3.46% (1)

March 2033

Columbia Statutory Trust – II

May 2005

5,155,000

2.21% (2)

June 2035

Rate

Maturity
Date

$ 8,248,000
(1) Variable at this rate on December 31, 2012, adjusting every three months to the applicable threemonth London Interbank Offering Rate plus 3.15%
(2) Variable at this rate on December 31, 2012, adjusting every three months to the applicable threemonth London Interbank Offering Rate plus 1.90%

The debentures issued by the Trusts, less the capital securities of the Trusts, continue to qualify as Tier 1
capital for the Company, to the extent of 25% of total outstanding Tier 1 capital, under guidance set by
the Board of Governors of the Federal Reserve System.
For the years ended December 31, 2012, 2011 and 2010, interest expense on the subordinated debentures
totaled $258,705, $238,131, and $234,472, respectively.
As of December 31, 2012, the scheduled principal payments for all outstanding long-term borrowings
are as follows:
Years ending December 31, 2013

$

115,435

2014

1,219,149

2015

133,522

2016

16,110,849

2017

26,000,000

Thereafter

8,248,000
$ 51,826,955
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Note 9: Income Taxes
Components of the provision (benefit) for income taxes include the following:
2012

2011

2010

Current expense (benefit)
Federal

$

State

1,065,000

(282,000)

$ (1,255,600)

15,000

$

15,000

15,000

1,080,000

(267,000)

(1,240,600)

(58,800)

311,600

222,800

66,800

(36,600)

99,200

8,000

275,000

322,000

Deferred expense (benefit)
Federal
State

Provision (benefit) for income taxes

$

1,088,000

$
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Note 9: Income Taxes - (continued)
Deferred income taxes represent the tax effect of differences in timing between financial income and
taxable income. The nature and components of deferred tax assets and liabilities at December 31 are
as follows:
2012

2011

Deferred tax assets:
Allowance for loan losses

$

1,974,000

$

2,058,000

Other-than-temporary impairment of securities

722,000

738,000

Other real estate owned valuation allowance

437,000

281,000

Deferred compensation and salary continuation plans

759,000

791,000

Deferred revenue

326,000

353,000

Non-accrual interest

161,000

121,000

83,000

64,000

Accumulated depreciation
Other assets
Oregon net operating loss carryforward
Total deferred tax assets

46,000

37,000

246,000

352,000

4,754,000

4,795,000

(147,000)

(162,000)

(29,000)

(30,000)

(185,000)

(177,000)

(86,000)

(103,000)

(447,000)

(472,000)

Deferred tax liabilities:
Loan fees
Stock dividends
Unrealized gains on investment securities
Prepaids and other
Total deferred tax liabilities
Net deferred tax assets

$

4,307,000

$

4,323,000

Management believes, based upon the Company’s historical performance and future projected earnings,
the deferred tax assets will be realized in the normal course of operations and, accordingly, management has
not reduced the deferred tax assets by a valuation allowance.
During the years ended December 31, 2012, 2011, and 2010, the Company recognized no interest and
penalties related to taxes. As of December 31, 2012 and 2011, the Company had no unrecognized tax
benefits. Management does not anticipate that the amount of unrecognized tax benefits will significantly
change in the next 12 months.
The Company files income tax returns in the U.S. federal jurisdiction and the state of Oregon. The Company
is no longer subject to U.S. or Oregon state examinations by tax authorities for years before 2008.
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Note 10: Financial Instruments with Off-Balance Sheet Risk
In the normal course of business to meet the financing needs of its customers, the Bank is a party to
financial instruments with off-balance sheet risk. These financial instruments include commitments
to extend credit and the issuance of letters of credit. These instruments involve, to varying degrees,
elements of credit and interest-rate risk in excess of the amounts recognized in the balance sheets. The
contract amounts of those instruments reflect the extent of involvement the Bank has in particular
classes of financial instruments.
The Bank’s exposure to credit loss, in the event of nonperformance by the other party to the
financial instrument for commitments to extend credit and letters of credit written, is represented
by the contractual amount of those instruments. The Bank uses the same credit policies in making
commitments and conditional obligations as it does for on-balance sheet instruments.
Commitments to extend credit are agreements to lend to customers as long as there is no violation of
any condition established in the contract. Commitments generally have fixed expiration dates or other
termination clauses and may require payment of a fee. Since many of the commitments are expected to
expire without being drawn upon, the total commitment amounts do not necessarily represent future
cash requirements. The amount of collateral obtained, if deemed necessary by the Bank upon extension
of credit, is based on management’s credit evaluation of the counterparty. Collateral held varies but may
include accounts receivable, inventory, property and equipment, and income-producing properties.
Letters of credit written are conditional commitments issued by the Bank to guarantee the performance
of a customer to a third party. Those guarantees are primarily issued to support public and private
borrowing arrangements, including commercial paper, bond financing, and similar transactions. The
credit risk involved in issuing letters of credit is essentially the same as that involved in extending loan
facilities to customers. The Bank holds cash, marketable securities, or real estate as collateral supporting
those commitments for which collateral is deemed necessary.
A summary of the notional amounts of the Bank’s financial instruments with off-balance sheet risk at
December 31, 2012, are as follows:
Commitments to extend credit

$ 33,193,120

Commercial and standby letters of credit

413,575
$ 33,606,695

At December 31, 2012 and 2011, the Company maintained a reserve for commitments to extend
credit of $125,000 and $75,000, respectively.
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Note 11: Concentration of Credit Risk
Substantially all of the Bank’s loans, commitments, and commercial and standby letters of credit have
been granted to customers in the Bank’s market area. The majority of such customers are also depositors
of the Bank. Concentrations of credit by type of loan are set forth in Note 3. The Bank’s loan policy
does not allow the extension of credit to any single borrower or group of related borrowers in excess of
$1,000,000 without approval from the Board of Directors’ loan committee.

Note 12: Commitments and Contingencies
Operating lease commitments – As of December 31, 2012, the Bank leased certain properties and
office equipment under non-cancellable operating leases. Future minimum lease payments associated
with the properties are as follows:
Years ending December 31, 2013

$

286,348

2014

259,575

2015

262,395

2016

231,449

2017

92,263
$

1,132,030

Total rent expense was $260,007, $251,275, and $260,106, for the years ended December 31, 2012,
2011, and 2010, respectively.
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Note 13: Transactions with Related Parties
Certain directors, executive officers, and principal stockholders are customers of and have had banking
transactions with the Bank in the ordinary course of business, and the Bank expects to have such
transactions in the future. Management believes all loans and commitments to loan included in such
transactions are made in compliance with applicable laws on substantially the same terms (including
interest rates and collateral) as those prevailing at the time for comparable transactions with other
persons and, in the opinion of the management of the Bank, do not involve more than the normal risk
of collection or present any other unfavorable features.
Activity in loans outstanding to directors, executive officers, principal stockholders, and companies
with whom they are associated was as follows for the years ended December 31:
2012
Balance, beginning of year

$

2011

4,041,751

$

2,096,137

Loans made

2,589,614

2,593,732

Loans repaid

(2,726,985)

(266,532)

Loans reclassified from related party

-

(827,637)

Loans reclassified to related party

-

446,051

Balance, end of year

$

3,904,380

$

4,041,751

The Company has a long-term note payable to a related party in the amount of $1,483,955 and
$1,588,712 at December 31, 2012 and 2011, respectively, with the terms further described in Note 8.
Interest expense incurred by the Company related to this note was $115,006, $117,981, and $124,913
in 2012, 2011, and 2010, respectively.
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Note 14: Employee Benefit Plans
The Bank has adopted a 401(k) plan in which substantially all employees participate. Employees may
contribute the maximum permissible under federal tax laws. In 2012, 2011, and 2010, the Bank made
100% matching contributions up to 6% of total employee contributions. All employees participating
at the adoption of the plan are fully vested in employer matching contributions, while other employees
vest in their employer match ratably over a six-year period based on their date of hire. For the years
ended December 31, 2012, 2011, and 2010, the Bank’s matching contributions were $207,913,
$194,041, and $185,639, respectively.
The Company has purchased bank-owned life insurance (BOLI) to support life insurance and salary
continuation benefits for certain key employees. As of December 31, 2012 and 2011, the Company
recorded a salary continuation benefit obligation of $1,981,290 and $1,652,256, respectively. Payments
under the salary continuation plan are for 5, 10, or 15 years for covered employees and generally
commence when the respective key employee reaches the age of 62 and terminates employment.
As of December 31, 2012 and 2011, the cash surrender value of related BOLI was $7,262,637 and
$6,996,556, respectively.
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Note 15: Earnings (Loss) Per Share
Basic earnings (loss) per share excludes dilution and is computed by dividing income (loss) available
to common shareholders by the weighted average number of common shares outstanding for the year.
Diluted earnings (loss) per share reflect the potential dilution that could occur if common shares were
issued pursuant to the exercise of options and vesting of restricted stock awards under existing stock
option plans. The following table illustrates the computations of basic and diluted earnings (loss) per
share for the periods presented:
Net Income
(Loss)
(Numerator)

Average Shares
(Denominator)

Per Share
Amount

December 31, 2012
Basic and diluted earnings per common share –
income available to common shareholders

$

1,245,571

3,214,124

-

20,318

$

1,245,571

$

183,962
-

3,696

$

183,962

$ (1,133,466)

Effect of restricted stock awards
Diluted earnings per common share

$

0.39

3,234,442

$

0.39

3,151,581

$

0.06

3,155,277

$

0.06

3,145,060

$

(0.36)

December 31, 2011
Basic and diluted earnings per common share –
income available to common shareholders
Effect of restricted stock awards
Diluted earnings per common share
December 31, 2010
Basic and diluted loss per common share –
income available to common shareholders

All potential common shares related to of the convertible subordinated notes were excluded from the
calculation of diluted earnings (loss) per share for the years ended December 31, 2012, 2011, and
2010 as their effect would have been anti-dilutive. All potential common shares related to outstanding
common stock options and restricted stock awards were also excluded from the diluted loss per share
calculations for the year ended December 31, 2010 because their impact on the calculation would have
been anti-dilutive.
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Note 16: Stock-Based Compensation
The Company has granted restricted stock awards to certain employees under a stock incentive plan
approved by shareholders in April 2004 (the 2004 Plan). Under the terms of the 2004 Plan, the Company
is permitted to grant options or restricted stock awards to employees. The 2004 Plan authorized 94,000
shares for issuance when it was established. The number of shares authorized to be issued under the
2004 Plan shall be increased to an amount equal to 20% of the outstanding shares of common stock as
of the last day of each fiscal year rounded up to the nearest 1,000 shares. At December 31, 2012, the
2004 Plan had approximately 338,460 shares available for future awards.
Compensation cost for restricted stock awards of $63,972, $15,526, and $26,777 was recognized as
salaries and benefits expense for the years ended December 31, 2012, 2011, and 2010, respectively.
The following table summarizes information about restricted stock award activity under the 2004 Plan:
2012
Restricted stock awards outstanding at beginning of period

2011

2010

40,121

65,122

80,346

Awards granted

22,500

-

6,500

Awards forfeited

(2,326)

-

-

(44,220)

(25,001)

(21,724)

16,075

40,121

65,122

Awards vested
Restricted stock awards outstanding at end of period

As of December 31, 2012, there was no unrecognized compensation cost related to non-vested
restricted stock awards whose restrictions had not yet lapsed and as of December 31, 2011 the amount
was $15,526.
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Note 17: Fair Values of Financial Instruments
The following tables present information about the Bank’s assets measured at fair value on a recurring
and non-recurring basis, categorized by level within the fair value hierarchy based on the valuation
techniques utilized by the Company to determine such fair value:
Fair Value Measurements at Report Date Using

Fair Value

Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Recurring items at Dec. 31, 2012
Obligations of U.S.
government agencies
Mortgage-backed securities
Municipal securities
Trust preferred security
Total assets measured at fair
value on a recurring basis

$ 10,730,345

$

-

$ 10,730,345

$

-

27,920,960

-

27,920,960

-

1,339,706

-

1,339,706

-

28,433

-

-

28,433

$ 40,019,444

$

-

$ 39,991,011

$

28,433

$ 1,243,619

$

-

$

-

$ 1,243,619

-

8,262,122

-

$ 9,505,741

Non-recurring items at Dec. 31, 2012
Other real estate owned
Impaired loans, net of specific
reserves and charge-offs
Total assets measured at fair
value on a non-recurring basis

8,262,122
$ 9,505,741

$

-

$
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Note 17: Fair Values of Financial Instruments - (continued)
Fair Value Measurements at Report Date Using

Fair Value

Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Recurring items at Dec. 31, 2011
Obligations of U.S.
government agencies
Mortgage-backed securities
Municipal securities
Trust preferred security
Total assets measured at fair
value on a recurring basis

$ 33,903,897

$

-

$ 33,903,897

$

-

23,108,258

-

23,108,258

-

1,352,875

-

1,352,875

-

51,965

-

-

51,965

$ 58,416,995

$

-

$ 58,365,030

$

51,965

$ 2,394,323

$

-

$

-

$ 2,394,323

-

9,910,399

-

$ 12,304,722

Non-recurring items at Dec. 31, 2011
Other real estate owned
Impaired loans, net of specific
reserves and charge-offs
Total assets measured at fair
value on a non-recurring basis
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Note 17: Fair Values of Financial Instruments - (continued)
The following tables disclose the estimated fair value and the related carrying value of the Bank’s
financial assets and liabilities (in thousands):
Fair Value at December 31, 2012
Carrying
Value
Financial assets:
Cash and cash equivalents
Investment securities available-for-sale
Restricted equity securities
Loans

$

Cash surrender value of
bank-owned life insurance

19,102
40,019
2,227
245,445

Total
$

19,102
40,019
2,227
244,764

Level 1
$

Level 2

19,102
-

7,263

7,263

-

$ 124,146
103,831
17,438
41,000
1,484
1,095
8,248

$ 124,146
103,992
17,438
46,737
1,454
1,095
3,860

$ 124,146
17,438
-

$

Level 3

39,991
2,227
-

$

28
244,764

7,263

-

Financial liabilities:
Demand deposits, money market
accounts, and savings deposits
Time deposits
Repurchase agreements
Federal Home Loan Bank borrowings
Other long-term borrowings
Convertible subordinated notes
Junior subordinated debentures

$

103,992
46,737
-

$		

1,454
1,095
3,860

Fair Value at December 31, 2011
Carrying
Value
Financial assets:
Cash and cash equivalents
Time certificates of deposit with
other banks
Investment securities available-for-sale
Restricted equity securities
Loans
Cash surrender value of
bank-owned life insurance

$

35,982

Total
$

35,982

Level 1
$

Level 2

35,982

$

Level 3
-

$

-

41
58,417
2,266
239,043

41
58,417
2,266
249,377

-

41
58,365
2,266
-

52
249,377

6,997

6,997

-

6,997

-

$ 111,259
127,824
26,722
52,635
1,589
2,924
8,248

$ 111,259
128,866
59,192
1,567
2,924
3,874

$ 111,259
26,722
-

Financial liabilities:
Demand deposits, money market
accounts, and savings deposits
Time deposits
Repurchase agreements
Federal Home Loan Bank borrowings
Other long-term borrowings
Convertible subordinated notes
Junior subordinated debentures

$

128,866
59,192
-
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Note 17: Fair Values of Financial Instruments - (continued)
While estimates of fair value are based on management’s judgment of the most appropriate
factors, there is no assurance that were the Company to dispose of such items at December 31,
2012, the estimated fair values would necessarily be achieved at that date, since market values
may differ depending on various circumstances. The estimated fair value at December 31, 2012,
should not necessarily be relied upon at subsequent dates.
In addition, other assets and liabilities of the Company that are not defined as financial instruments
are not included in the above disclosures, such as property and equipment. Also nonfinancial
instruments typically not recognized in the consolidated financial statements nevertheless may
have value but are not included in the above disclosures. These include, among other items, the
estimated earnings power of core deposit accounts, the trained work force, customer goodwill,
and similar items.

Note 18: Regulatory Matters
Effective in March 2009, Columbia Community Bank agreed to entry with the Federal Deposit
Insurance Corporation (the FDIC) and Oregon’s Division of Finance and Corporate Securities, its
primary regulators, into a consent order (the Order). The Order requires regular periodic reporting to
the FDIC of financial results, asset quality, liquidity forecasts, and compliance with the other various
aspects of the Bank’s remedial action plans; requires the Bank to maintain a minimum Tier 1 leverage
capital ratio of 8.0%, a minimum Tier 1 risk-based capital ratio of 10.0%, and a minimum total riskbased capital ratio of 12.0%; requires the Bank to reduce the amount of brokered deposits, develop a
written liquidity and funds management policy that establishes a minimum primary liquidity ratio of
15.0%, a liquidity and funds management plan to reduce reliance on non-core funding sources, and to
reduce the Bank’s net non-core funding dependency ratio to no more than 20.0%. The Order further
requires regulatory approval for changes in management or directorship through the life of the Order.
The Bank routinely communicates with its primary regulators as to its progress with respect to the Order.
Management is utilizing its best efforts to comply with the Order and believes that it is substantially
compliant with all aspects of the Order with the exception of credit quality and a net non-core funding
dependency ratio.
Effective in March 2009, Columbia Commercial Bancorp (the Holding Company), consented to
enter into a written agreement (the Agreement) with the Federal Reserve Bank of San Francisco and
Oregon’s Division of Finance and Corporate Securities, its primary regulators. The agreement requires
the Holding Company to obtain prior written approval from its regulators before declaring or paying
any dividends; taking dividends from its subsidiary Bank; making any distributions or payments
on subordinated debentures or trust preferred securities; incurring, increasing, or guaranteeing any
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Note 18: Regulatory Matters - (continued)
debt; or purchasing or redeeming any shares of its stock. The Agreement also requires regular periodic
reporting to the Holding Company’s primary regulators regarding its financial performance and cash
flows. Management believes it is in compliance with all aspects of this Agreement.
The Order for the Bank and the Agreement for the Holding Company both require prior written
approval from regulators before the Bank can pay any cash dividends to the Holding Company. Such
dividends provide cash to the Holding Company for it to service its long-term borrowings, convertible
subordinated notes, and junior subordinated debentures. Minimum annual payments for its longterm borrowings and its convertible subordinated notes are approximately $220,000 and $93,000,
respectively. Annual interest payments on its junior subordinated debentures, which are being electively
deferred by the Company as further described in Note 8, are approximately $245,000 per year.
Management intends to continue to be in compliance, or, where not in compliance, to work toward
compliance with every aspect of the Order and the Agreement. However, management can provide no
assurance of its ultimate success nor of the evaluation or actions that may be taken by its regulators in
the future in response to the Order or the Agreement.
Aside from the Agreement and the Order, the Company and the Bank are subject to various regulatory
capital requirements administered by the federal banking agencies. Failure to meet minimum capital
requirements can initiate certain mandatory – and possibly additional discretionary – actions by
regulators that, if undertaken, could have a direct material effect on a bank’s financial statements.
Under capital adequacy guidelines and the regulatory framework for prompt corrective action, banks
must meet specific capital guidelines that involve quantitative measures of their assets, liabilities, and
certain off-balance sheet items as calculated under regulatory accounting practices. Capital amounts
and classification are also subject to qualitative judgments by the regulators about components, risk
weightings, and other factors.
Quantitative measures established by regulation to ensure capital adequacy require the Company and
the Bank to maintain minimum amounts and ratios (set forth in the table below) of total and Tier
1 capital (as defined in the regulations) to risk-weighted assets (as defined), and of Tier 1 capital to
average assets (as defined). Management believes, as of December 31, 2012, that the Company and the
Bank meet all capital adequacy requirements to which they are subject.
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Note 18: Regulatory Matters - (continued)
The following tables present selected capital information for the Company and the Bank as of
December 31, 2012 and 2011:
For Capital
Adequacy Purposes

Actual
Amount

Ratio

Amount

To Be Well-Capitalized
Under Prompt
Corrective Action
Provisions

Ratio

Amount

Ratio

As of December 31, 2012:
(dollars in thousands)
Total capital to risk-weighted assets:
Columbia Commercial Bancorp

$

28,766 10.6%

$

21,699

≥8%

Columbia Community Bank

$

32,946 12.2%

$

21,676

≥8%

Columbia Commercial Bancorp

$

25,340

9.3%

$

10,849

≥4%

Columbia Community Bank

$

29,523 10.9%

$

10,838

≥4%

Columbia Commercial Bancorp

$

25,340

7.5%

$

13,571

≥4%

Columbia Community Bank

$

29,523

8.8%

$

13,440

≥4%

$

N/A

N/A

27,096

≥10%

N/A

N/A

16,257

≥6%

N/A

N/A

16,800

≥5%

Tier 1 capital to risk-weighted assets:
$

Tier 1 capital to average assets:

For Capital
Adequacy Purposes

Actual
Amount

Ratio

Amount

$

To Be Well-Capitalized
Under Prompt
Corrective Action
Provisions

Ratio

Amount

Ratio

As of December 31, 2011:
(dollars in thousands)
Total capital to risk-weighted assets:
Columbia Commercial Bancorp

$

23,238

8.8%

$

21,215

≥8%

Columbia Community Bank

$

30,274 11.4%

$

21,193

≥8%

Columbia Commercial Bancorp

$

19,876

7.5%

$

10,607

≥4%

Columbia Community Bank

$

26,915 10.2%

$

10,596

≥4%

Columbia Commercial Bancorp

$

19,876

5.6%

$

14,276

≥4%

Columbia Community Bank

$

26,915

7.6%

$

14,262

≥4%

$

N/A

N/A

26,491

≥10%

N/A

N/A

15,895

≥6%

N/A

N/A

17,827

≥5%

Tier 1 capital to risk-weighted assets:
$

Tier 1 capital to average assets:
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board of directors

The following directors, listed in order of appearance, serve on the boards of both
Columbia Commercial Bancorp and Columbia Community Bank.
Front row, L-R:

Back row, L-R:

Todd Gifford

Nicholas Veroske

COO and board member of Therapeutic Associates, Inc.
Pat Culligan, Vice-Chairman

President of Willamette Equities, Inc.
and board member of YMCA of Columbia-Willamette

Partner, BCA Financial Services

Jon Schatz

John “Charlie” Richards

Retired, former owner of Pro Tow

Vice-president at ODS Companies
and owner of Sunny Day Tree Farm

John Godsey

Don Kane, Chairman

Retired, former partner of Consulting Engineering Services

Retired, former CFO of Drake Construction Company
Rick A. Roby

President and CEO, Columbia Commercial Bancorp
and Columbia Community Bank
Gene Zurbrugg

President of Zurbrugg Construction and Zurbrugg Development
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Hillsboro
314 E. Main Street
Hillsboro, Oregon 97123
P: 503.693.7500 | F: 503.846.9528
Forest Grove
2811 19th Avenue, Suite A
Forest Grove, Oregon 97116
P: 503.992.8600 | F: 503.992.8607
Tanasbourne
19415 NW Amberwood Drive
Beaverton, Oregon 97006
P: 503.924.2320 | F: 503.924.4496
Durham
7632 SW Durham Road, Suite 125
Tigard, Oregon 97224
P: 503.924.2312 | F: 503.924.2313
www.columbiacommunitybank.com
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