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2007 will be remembered as one of the most volatile
years in the history of the financial industry, yet our seasoned banking team
continued to produce excellent results for investors. A brief recap follows:
January 2007: Columbia Commercial Bancorp announces record
profits and growth for the operating year 2006;
June 2007:

Columbia Community Bank is recognized among
the top-performing banks in the United States;

June 2007:

Columbia Commercial Bancorp announces
100% stock dividend for shareholders; and

January 2008: Columbia Commercial Bancorp announces record
earnings and growth for the operating year 2007.
Financial highlights of the year include:
• Net income of $4.2 million, up $865,000 (26.3%);
• Total assets of $349.2 million, an increase of $87.5 million (33.4%);

Columbia Community Bank
opens in downtown Hillsboro
with seven employees

1999

Total assets: $17.2 million

1999

Columbia Community Bank
ranks among the Portland Business
Journal’s “Fastest Growing Private
100 Companies in Oregon,”
a title it went on to earn
year after year

2000

Total assets: $26.6 million

2000

• Gross loans outstanding of $284.0 million, up $71.5 million (33.6%);
• Investments totaling $50.0 million, an increase of 36.4%; and
• Total deposits of $236.7 million, up from $174.8 million at prior year-end.
The subprime loan meltdown within the mortgage industry dealt a blow to every
bank’s stock price. While we have not been completely immune, our management
team has done an outstanding job maintaining asset quality standards. We expect
challenges in our construction business for several more quarters, but also anticipate opportunities in 2008 within manufacturing and service industries, as well as
commercial real estate – evidenced by markets in Oregon continuing to perform
well in comparison to other areas of the country.
The audited 2007 financial statements for Columbia Commercial Bancorp are
enclosed. Please contact me with any questions about our operating results. As
always, thank you for your support, and remember we welcome your referrals.
Sincerely,

Rick A. Roby, President & CEO
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strength, stability, performance
2001

Total assets: $49.4 million

2002

Forest Grove branch opens,
adding a team of six

You’ll find these words threaded throughout Columbia Commercial Bancorp’s
2007 retrospective. They are words that describe the organization not only for
one year, but for all years. This record bears witness to an undeniable tradition of
excellence founded on strength, stability and performance.

“I look for solutions
that benefit both the business owner and the
Bank. We strive for a consistently high level
of service, and craft loan solutions to fit the
specific needs of our commercial borrowers.
Our clients’ success leads directly to the
success of the Bank.”
Malcolm Hodge, Vice President
and Commercial Loan Officer/Branch Manager

Financial Highlights
2002

2002

2002

Tanasbourne branch opens,
adding a team of five

Columbia Commercial
Bancorp is formed as
the holding company for
Columbia Community Bank
Total assets: $70.1 million

2003
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2005

2006

2007

Net Interest Income

$ 3,989,486

$ 5,384,789

$ 7,919,588

$ 10,992,348

$ 13,751,878

Loan Loss Provision

$

573,836

$

545,000

$

518,000

$

520,000

$

740,000

Non-interest Income

$

201,008

$

178,780

$

190,556

$

330,076

$

191,057

Non-interest Expense

$ 2,523,741

$ 3,383,536

$ 4,408,847

$ 5,604,382

$ 6,529,972

Taxes

$

437,826

$

635,201

$ 1,165,532

$ 1,908,800

$ 2,518,400

Net Income

$

655,091

$

999,832

$ 2,017,765

$ 3,289,242

$ 4,154,563

16.63%

16.72%

22.07%

21.45%

Return on Equity

2

2004
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a series of smart decisions...
If you follow the history of Columbia Commercial Bancorp and its subsidiary,
Columbia Community Bank, you’ll see evidence of its success every step of the
way. This is not by chance – rather, it is by a series of smart decisions. It’s knowing
when and where to expand; resolving to find and keep the best employees; and
choosing to maintain a careful balance of risk and reward
that allows the Bank, its customers and its shareholders
to prosper. It’s because of those smart decisions that Columbia Commercial Bancorp stands apart today as an
organization that is strong, stable, and accountable to
the highest standards of performance.

Total assets: $106.6 million

2003

Columbia Community Bank
makes Oregon Business Magazine’s
list of the “100 Best Companies
to work for in Oregon,” and
returns to the list each of
the next three years

2004

“We’re empowered to make
substantive decisions. For example, Columbia
Community Bank provided me the opportunity
to develop a banking program focused on the
dental industry. Today we’re a lead banking
partner in Portland’s dental market, and have
more than sixty dentists banking with us.”
Dan Wahlin, Senior Vice President, Commercial Banking

Total Assets (in millions)

$349.2

$ 300

$261.7

$ 250

$188.6
$106.6

$ 350

$ 200
$ 150

$131.5

$ 100
$

2003

2004

2005

2006

50

Total Assets
Net Loans
Investment Securities
Other Assets
Cash and Cash Equivalents

2007
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“What I enjoy most about working
at Columbia Community Bank is the quality of my
colleagues and the Bank’s clients. I’m partnered
with capable bankers of integrity who serve forwardthinking local business owners and professionals.
I’m genuinely interested in the success of the Bank
and its clients.”
Margaret Johnson, Client Service Specialist

finders keepers
The team at Columbia Community Bank prides itself on finding and keeping the
best employees and clients, and knows that when they are empowered to work
together and achieve their goals, everybody wins.

2004

Total assets: $131.5 million

2005

Columbia Commercial
Bancorp raises $5.0 million
with the sale of 250,000
shares of common stock

2005

Tigard/Durham
branch opens, adding
a team of six

2005

Total assets: $188.6 million

2006

Columbia Commerical
Bancorp declares a
100% stock dividend

When it comes right down to it, Columbia Community Bank is in the business
of helping people succeed. Employees and customers alike tell their own stories
of how Columbia Community Bank truly is a different place to work, and a different place to bank. The management team fosters that environment at every
turn, making sure employees have the opportunity for a challenging career yet a
balanced life, and customers enjoy positive banking relationships they can’t find
anywhere else. It’s what sets Columbia Community Bank apart from other financial organizations, and it’s what continues to drive performance.
Equity (in millions)
$22.1
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it’s no accident...
Since opening its doors in 1999, Columbia Community Bank, now a subsidiary
of Columbia Commercial Bancorp, has not only performed well, but has performed consistently well. Looking back over the last nine years, the trend has been
remarkable.

Columbia Community Bank
purchases and remodels its
headquarters building
in Downtown Hillsboro

2006

Total assets: $261.7 million

2006

US Banker magazine ranks
Columbia Community Bank
#51 among the top 200 U.S.
banking companies with
assets of $1.0 billion or less

2007

In the early days, the Bank’s success was about being in the right place at the right
time – providing a service-oriented community business bank where there was a
great need for one. After this many consecutive years of solid
performance, however, you can’t call it being in the right place
at the right time, luck, or any other label for short-lived success. Columbia Commercial Bancorp’s performance record
is no accident. It is attributed to many factors, including the
Bank’s employees, its clients, and a series of smart decisions.

“Columbia Community Bank
gives me the flexibility I need
to balance the demands of work and life outside the
office. I enjoy the people I come in contact with
each day, and know I’m part of a team that’s making
a difference in the communities we serve.”
Jennifer Meyer, Client Service Specialist

Loan Portfolio Mix
Other: 5.7%

Commercial and Industrial: 25.1%
Residential Construction: 44.8%

Commercial Real Estate: 22.7%

Residential Real Estate: 1.7%
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“One of the best things
about working at Columbia Community
Bank is taking care of our customers.
They trust us to provide the best possible
banking service and our goal is to earn
that trust on a daily basis.”
Tom Raabe, Vice President and
Commercial Loan Officer/Branch Manager
Joan Gilman, Assistant Vice President and
Branch Operations Manager

Board of Directors
The following directors serve on the boards of both Columbia Commercial
Bancorp and Columbia Community Bank.
Pat Culligan, Partner, BCA Financial Services
2007

2007

2007

Columbia Community
Bank earns distinction as
“Business of the Year” from
the Greater Hillsboro Area
Chamber of Commerce

Columbia Commercial
Bancorp declares a
100% stock dividend

Total assets: $349.2 million

John Godsey, Retired Partner, Consulting Engineering Services
Don Kane, Chairman, Retired CFO of Drake Construction
Martin Quandt, Mortgage Banker, Co-owner of Northwest Mortgage Group, Inc.
John “Charlie” Richards, Owner, Pro Tow
Rick Roby, President & CEO, Columbia Commercial Bancorp
and Columbia Community Bank
Joseph “Ted” Rose, WARZ Investments, LLC
Anita Sharman, Co-owner of Monarch Hotel and other hotels
James “Ed” Wagenblast, Director Emeritus
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Investor Relations Information
Columbia Commercial Bancorp is the holding company of Columbia Community Bank. View the latest stock trades through the Over the Counter
Bulletin Board (www.otcbb.com) by typing in the Columbia Commercial
Bancorp stock symbol, CLBC. Shares can be bought and sold through the
Over the Counter Bulletin Board with your securities broker. Our latest
earnings release can be found on our website, www.columbiacommunitybank.com, the Over the Counter Bulletin Board site, other sites such
as www.marketwire.com, and through the finance sections of many web
search engines such as www.yahoo.com and www.aol.com.

Forward-Looking Statements
Certain statements in this document 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 can 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. The bank does not intend to publicly
release any revisions to these forward-looking statements to reflect events
or circumstances after the date of this release 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,
2007, 2006, AND 2005

CONTENTS
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Statements of Changes in Stockholders’ Equity
and Comprehensive Income.............................................................. 13
Statements of Cash Flows............................................................ 14-15
Notes to Financial Statements......................................................... 16+
Note:

These consolidated financial statements have not been reviewed, or confirmed for accuracy or
relevance by the Federal Deposit Insurance Corporation.
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INDEPENDENT AUDITOR’S REPORT
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 as of December 31, 2007 and 2006, and the related consolidated statements of income,
changes in stockholders’ equity and comprehensive income, and cash flows for each of the three years
in the period ended December 31, 2007. These consolidated financial statements are the responsibility
of Columbia Commercial Bancorp’s management. 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 audit to obtain reasonable assurance
about whether the consolidated financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall consolidated financial statement presentation. We believe that our audits provide a reasonable basis for our 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,
2007 and 2006, and the results of their operations and their cash flows for each of the three years in
the period ended December 31, 2007, in conformity with accounting principles generally accepted in
the United States of America.

Portland, Oregon
March 7, 2008
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Consolidated Balance Sheets
December 31,
2007

2006

ASSETS
Cash and due from banks

$

4,723,738

Federal funds sold

$

5,052,258

736,597

51,628

5,460,335

5,103,886

762,000

498,000

47,119,128

34,876,843

2,095,000

1,260,000

280,867,751

210,185,447

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

3,038,941

3,087,359

Accrued interest receivable and other assets

4,400,814

2,920,796

Cash surrender value of bank-owned life insurance

5,447,240

3,790,513

$ 349,191,209

$ 261,722,844

$ 28,083,334

$ 23,942,007

53,499,812

58,938,573

478,972

566,107

154,627,807

91,372,183

236,689,925

174,818,870

16,374,798

14,039,867

-

4,530,915

500,000

-

59,000,000

39,000,000

Other long term borrowings

1,900,740

1,976,009

Junior subordinated debentures

8,248,000

8,248,000

Accrued interest payable and other liabilities

4,381,031

1,818,828

327,094,494

244,432,489

Common stock, no par value, 4,000,000 shares authorized;
3,006,236 and 1,473,418 issued and outstanding at
December 31, 2007 and 2006, respectively

10,248,614

9,814,315

Retained earnings

11,626,973

7,472,410

221,128

3,630

22,096,715

17,290,355

$ 349,191,209

$ 261,722,844

Cash and cash equivalents
Time certificates with other banks
Investment securities available-for-sale, at fair value
Restricted equity securities
Loans, net of allowance for loan losses and unearned income

TOTAL ASSETS
LIABILITIES AND STOCKHOLDERS’ EQUITY
Deposits:
Noninterest-bearing demand deposits
Interest-bearing demand and money market accounts
Savings deposits
Time deposits
Total deposits
Repurchase agreements
Federal funds purchased
Other short-term borrowings
Federal Home Loan Bank borrowings

Total liabilities
COMMITMENTS AND CONTINGENCIES (Note 11)
STOCKHOLDERS’ EQUITY

Accumulated other comprehensive income
Total stockholders’ equity
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY
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Consolidated Statements of Income
Years Ended December 31,
2007

2006

2005

$ 23,860,390

$ 17,570,332

$ 11,299,222

2,367,595

1,348,873

540,762

155,286

198,374

147,886

26,383,271

19,117,579

11,987,870

Interest-bearing demand, money market, and savings deposits

2,210,012

2,311,814

1,145,257

Time deposits

6,737,596

3,342,022

1,470,308

Federal Home Loan Bank borrowings

2,127,705

1,110,302

859,354

Repurchase agreements

630,619

487,716

204,236

Federal funds purchased

129,596

95,530

29,661

Other borrowings

795,865

777,847

359,466

Total interest expense

12,631,393

8,125,231

4,068,282

Net interest income

13,751,878

10,992,348

7,919,588

740,000

520,000

518,000

13,011,878

10,472,348

7,401,588

75,132

90,913

102,602

(122,365)

-

-

238,290

239,163

87,954

191,057

330,076

190,556

Salaries and employee benefits

4,147,768

3,432,685

2,564,847

Net occupancy and equipment

820,229

748,977

691,235

Data processing

433,032

378,297

350,498

61,637

79,971

69,724

1,067,306

964,452

732,543

6,529,972

5,604,382

4,408,847

INCOME BEFORE PROVISION FOR INCOME TAXES

6,672,963

5,198,042

3,183,297

PROVISION FOR INCOME TAXES

2,518,400

1,908,800

1,165,532

INTEREST INCOME
Loans
Investment securities available-for-sale
Other interest and dividend income
Total interest income
INTEREST EXPENSE

PROVISION FOR LOAN LOSSES
Net interest income after provision for loan losses
NONINTEREST INCOME
Service charges and fees
Loss on sale of investment securities available-for-sale
Other income
Total noninterest income
NONINTEREST EXPENSE

Advertising
Other expenses
Total noninterest expense

12

NET INCOME

$

4,154,563

$

3,289,242

$

2,017,765

BASIC EARNINGS PER COMMON SHARE

$

1.40

$

1.12

$

0.72

DILUTED EARNINGS PER COMMON SHARE

$

1.34

$

1.06

$

0.66
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Consolidated Statements of Changes
in Stockholders’ Equity and Comprehensive Income

Common Stock

Accumulated
Other
Comprehensive
Income (Loss)

Amount

Retained
Earnings

472,784

$ 4,895,038

$ 2,165,403

250,000

4,671,535

Stock options exercised

1,000

13,400

Stock grant

2,500

Net income

-

-

Shares
BALANCE, Dec. 31, 2004
Common stock offering,
net of issuance costs

$

Total
Stockholders’
Equity

Comprehensive
Income

22,686

$ 7,083,127

-

-

4,671,535

-

-

13,400

50,000

-

-

50,000

-

2,017,765

-

2,017,765

$ 2,017,765

-

-

(134,215)

(134,215)

(134,215)

Other comprehensive income:
Unrealized losses on investment securities available-forsale (net of taxes of $82,835)
Tot. comprehensive income

$ 1,883,550

BALANCE, Dec. 31, 2005

726,284

9,629,973

4,183,168

(111,529)

100% stock dividend effected
as a stock split

726,284

-

-

-

-

17,600

88,000

-

-

88,000

-

19,592

-

-

19,592

Stock grant

3,250

76,750

-

-

76,750

Net income

-

-

3,289,242

-

3,289,242

$ 3,289,242

-

-

-

115,159

115,159

115,159

Stock options exercised
Tax benefit from exercise
of nonqualified stock options

13,701,612

Other comprehensive income:
Unrealized gains on investment securities available-forsale (net of taxes of $66,135)
Tot. comprehensive income

$ 3,404,401

BALANCE, Dec. 31, 2006

1,473,418

9,814,315

100% stock dividend effected as
a stock split

1,473,418

3,630

17,290,355

-

-

-

51,900

131,860

-

131,860

-

186,929

-

186,929

Stock grant

7,500

115,510

-

115,510

Net income

-

-

4,154,563

-

4,154,563

$ 4,154,563

Other comprehensive income:
Unrealized gains on investment securities available-forsale of $290,917, net taxes of
$193,945
Reclassification adjustment for
realized losses included in
net income, net of taxes of
$48,946

-

-

-

290,917

290,917

290,917

-

-

-

(73,419)

(73,419)

(73,419)

Stock options exercised
Tax benefit from exercise of
nonqualified stock options

7,472,410

Tot. comprehensive income
BALANCE, Dec. 31, 2007

$ 4,372,061
3,006,236

$10,248,614

$11,626,973

$

221,128
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Consolidated Statements of Cash Flows
Years Ended December 31,
2007

2006

2005

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

$

4,154,563

$

3,289,242

$

2,017,765

Adjustments to reconcile net income to net cash
from operating activities:
Depreciation and amortization

370,326

289,047

210,602

Net (accretion) amortization of investment
security premiums and discounts

(30,547)

260,470

130,983

Loss on sale of investment securities available-for-sale

122,365

-

-

Loss on sale of equipment

-

21,999

-

Provision for loan losses

740,000

520,000

518,000

Deferred income taxes

509,000

(304,000)

(199,000)

(156,727)

-

-

115,510

76,750

50,000

(178,100)

(19,592)

-

(2,136,819)

(1,036,951)

(226,739)

Accrued interest payable and other liabilities

2,749,132

1,187,841

(53,950)

Net cash from operating activities

6,258,703

4,284,806

2,447,661

(264,000)

(174,500)

(323,500)

11,884,743

2,807,591

5,131,021

(23,853,547)

(22,509,205)

(12,721,158)

(835,000)

(250,300)

(10,700)

(71,422,304)

(50,454,714)

(47,515,142)

(321,908)

(501,047)

(437,104)

(1,500,000)

(2,573,846)

(1,216,667)

(86,312,016)

(73,656,021)

(57,093,250)

Increase in cash surrender value of bank-owned
life insurance
Stock compensation expense
Excess tax benefit from exercise of nonqualified
stock options
Changes in assets and liabilities:
Accrued interest receivable and other assets

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase 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
Purchase of Federal Home Loan Bank stock
Net increase in loans
Purchase of land, buildings, furniture, equipment,
and leasehold improvements
Purchase of bank owned life insurance
Net cash from investing activities

14
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Consolidated Statements of Cash Flows
Years Ended December 31,
2007

2006

2005

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

$ (1,384,569)

Net change in time deposits

$

9,668,554

$

19,990,092

63,255,624

31,142,468

23,077,379

2,334,931

4,710,442

4,129,760

Net change in federal funds purchased

(4,530,915)

4,530,915

-

Proceeds from Federal Home Loan Bank and other borrowings

26,500,000

20,000,000

2,000,000

Repayments on Federal Home Loan Bank and other borrowings

(6,075,269)

(3,723,991)

(3,800,000)

-

-

5,000,000

Excess tax benefit from exercise of nonqualified stock options

178,100

19,592

-

Proceeds from issuance of common stock
and exercise of common stock options

131,860

88,000

4,681,535

80,409,762

66,435,980

55,078,766

356,449

(2,935,235)

433,177

5,103,886

8,039,121

7,605,944

Net change in repurchase agreements

Proceeds from issuance of junior subordinated debentures

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

5,460,335

$

5,103,886

$

8,039,121

Cash paid during the year for interest

$

11,085,608

$

7,947,565

$

3,852,339

Cash paid during the year for taxes

$

3,051,000

$

1,840,000

$

1,142,000

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

$

217,498

$

115,159

$

(134,215)

Tax benefit from exercise of nonqualified stock options

$

186,929

$

19,592

$

3,400

Purchase of land and buildings, with debt financing

$

-

$

2,000,000

$

-

Recognition of investment in Columbia Commercial
Statutory Trusts I and II

$

-

$

-

$

155,000

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

SUPPLEMENTAL DISCLOSURE OF NONCASH
INVESTING AND FINANCING ACTIVITIES
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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 whollyowned 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 Connecticut
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. In accordance with Financial Accounting Standards Board Interpretation No. 46R, “Consolidation of Variable Interest Entities,” the Company is not considered a primary beneficiary of the
Trusts. Therefore, the financial results of both the Trust I and Trust II are not considered in the Company’s consolidated financial statements (see Note 7).
Basis of presentation – The accompanying consolidated financial statements include the accounts of
Columbia Commercial Bancorp (the Company), and its wholly-owned subsidiary, Columbia Community Bank (the 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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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, 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, 2007, the Bank was required to maintain a minimum balance of $318,000
with such correspondent banks.
Investment securities – The Bank is required to designate debt and equity securities as “availablefor-sale,” “held-to-maturity,” or “trading” investments. Accordingly, the Bank has designated all of its
investment securities as “available-for-sale” at December 31, 2007 and 2006.
Investment securities that will be held for indefinite periods of time, including securities that may be
sold in response to changes in market interest or prepayment rates, needs for liquidity and changes in
the availability of and the yield of alternative investments are classified as available-for-sale. These assets
are carried at fair value. Unrealized gains and losses, net of tax, are reported as other comprehensive
income. Gains and losses on the sale of available-for-sale investment securities are determined using
the specific-identification method. Premiums and discounts are recognized in interest income using the
effective interest method over the period to maturity.
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Note 1: Organization and Summary of Significant Accounting Policies - (continued)
Investments with fair values that are less than amortized cost are considered impaired. Impairment
may result from either a decline in the financial condition of the issuing entity or, in the case of fixed
rate investments, from rising interest rates. At each financial statement date, management assesses each
investment to determine if impaired investments are temporarily impaired or if the impairment is
other-than-temporary based upon the positive and negative evidence available. Evidence evaluated includes, but is not limited to, industry analyst reports, credit market conditions, and interest rate trends.
If negative evidence outweighs positive evidence that the carrying amount is not recoverable within a
reasonable period of time, the impairment is deemed to be other-than-temporary and the security is
written down in the period in which such determination is made. Such write-downs would be included
in earnings as realized losses.
Restricted equity securities – The Bank’s investments in Federal Home Loan Bank (FHLB) 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 system, the Bank is required to maintain a
minimum level of investment in FHLB stock based on specific percentages of its outstanding FHLB
advances. The Bank may request redemption at par value of any stock in excess of the amount the Bank
is required to hold. Stock redemptions are made at the discretion of the FHLB.
Pacific Coast Bankers Bank 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.
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.
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Note 1: Organization and Summary of Significant Accounting Policies - (continued)
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 collectibility 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 collectibility 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 or when the related loan is returned
to accrual status.
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.
Income taxes – The Company accounts for income taxes under the asset and liability method. Under
the asset and liability method, deferred income tax assets and liabilities are determined based on the tax
effects of the differences between the book and tax bases of various balance sheet assets and liabilities.
Deferred tax assets and liabilities are reflected at currently enacted income tax rates applicable to the
period in which the deferred tax assets or liabilities are expected to be realized or settled. As changes
in tax laws or rates are enacted, deferred tax assets and liabilities are adjusted through the provision for
income taxes. Valuation allowances are established to reduce deferred tax assets if it is determined to be
more likely than not that all or a portion of the potential deferred tax assets will not be realized.
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Note 1: Organization and Summary of Significant Accounting Policies - (continued)
The Company adopted the provisions of FASB Interpretation No. 48, “Accounting for Uncertainty in
Income Taxes,” on January 1, 2007. The Company had no unrecognized tax benefits and thus made no
adjustment to the January 1, 2007 beginning balance of retained earnings. The Company recognizes
interest accrued and penalties related to unrecognized tax benefits in tax expense.
Advertising costs – The Company expenses advertising costs as they are incurred. Advertising costs
were $61,637, $79,971, and $69,724 for the years ended December 31, 2007, 2006, and 2005, respectively.
Earnings per common share – Basic earnings per common share are computed by dividing net income
available to common shareholders by the weighted-average number of common shares outstanding
during the period, retroactively adjusted for stock dividends and splits. Diluted earnings per common
share is computed similar to basic earnings 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 is the dilutive effect of stock
options computed under the treasury stock method.
Stock-based compensation – Effective January 1, 2006, the Company adopted Financial Accounting Standards Board Statement No. 123 (revised 2004), “Share-Based Payment” (SFAS 123R). SFAS
123R requires companies to measure and recognize as compensation expense the grant date fair market
value for all share-based awards. 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.
The Company uses the Black-Scholes option-pricing model to determine the grant date fair value of
stock options. The Black-Scholes model requires the use of assumptions regarding the risk-free interest
rate, the expected dividend yield, the weighted-average expected life of the options, and the expected
volatility of the stock price.
The risk-free rate for periods within the contractual life of the option is based on the U.S. Treasury yield
curve in effect at the time of grant. The expected dividend yield is based on management’s estimate of
future cash dividends at the time of grant. Cash dividends are not paid on unexercised options. The
Bank attempts to use historical data to estimate option exercise and employee termination behavior in
order to estimate an expected life for each option grant. The expected life falls between the end of the
vesting period or requisite service period and the contractual term for the option. Expected volatility
is estimated to approximate historical volatility using the weekly closing stock price for the Company’s
common stock.
No stock options were granted in 2007, 2006, or 2005.
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Note 1: Organization and Summary of Significant Accounting Policies - (continued)
Prior to the adoption of SFAS 123R, the Company presented all tax benefits resulting from the exercise
of stock options as operating cash flows in the Consolidated Statement of Cash Flows. SFAS 123R requires that the cash flows from the tax benefits resulting from tax deductions in excess of the compensation expense recognized for stock options (excess tax benefits) be reported as financing cash flows.
Excess tax benefits of $178,100 and $19,592 are classified as financing cash inflows for the years ended
December 31, 2007 and 2006, respectively.
The Company adopted SFAS 123R using the modified prospective transition method, which requires
adoption as of January 1, 2006. In accordance with the modified prospective method, the Company’s
consolidated financial statements for prior periods have not been restated to reflect, and do not include,
the impact of SFAS 123R.
Under SFAS 123, prior to its revision, the Company previously accounted for stock-based compensation in accordance with Accounting Principles Board Opinion No. 25 “Accounting for Stock Issued to
Employees” (APB No. 25). Accordingly, prior to January 1, 2006, no accounting recognition was given
to stock options granted at fair market value until they were exercised, at which time the net proceeds,
including tax benefits realized, were credited to stockholders’ equity.
The following table presents the pro forma effect on net income and earnings per share had the Bank
applied the fair value recognition provisions of SFAS 123 for the year ended December 31, 2005, as
adjusted for subsequent stock dividends:
2005
Net income:
As reported

$

Plus stock-based compensation included in net income as reported

2,017,765
50,000

Less compensation expense from issuance of stock options and restricted stock grants

(50,000)

Pro forma net income

$

2,017,765

Basic earnings per share – as reported

$

0.72

Pro forma basic earnings per share

$

0.72

Diluted earnings per share – as reported

$

0.66

Pro forma diluted earnings per share

$

0.66
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Note 1: Organization and Summary of Significant Accounting Policies - (continued)
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.
Fair value of financial instruments – The following methods and assumptions were used to estimate
the fair value of each class of financial instruments for which it is practicable to estimate that value:
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.
Investment securities available-for-sale – Fair value for investment securities are based on quoted market
prices or the market values for comparable securities.
Restricted equity securities – The carrying amount approximates the estimated fair value.
Loans – For certain variable rate loans, fair value is estimated at carrying value, as these loans reprice to
market frequently. 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 ratings and
for the same remaining maturities.
Deposit liabilities – The fair value of demand deposits, savings accounts, and certain money market
deposits 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 and federal funds purchased – Due to their short-term nature, the carrying amounts
of borrowings under repurchase agreements and federal funds purchased approximate their fair values.
Federal Home Loan Bank, other borrowings, and junior subordinated debentures – Rates currently available to the Bank for Federal Home Loan Bank, other borrowings and junior subordinated debentures
with similar terms and remaining maturities are used to estimate the fair value of these borrowings.
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Note 1: Organization and Summary of Significant Accounting Policies - (continued)
Commitments to extend credit and commercial and standby letters of credit – The fair values of these offbalance 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.
Stock dividends – In May 2006 and July 2007, the Company declared 100% stock dividends effected
as stock splits on its common stock. All per share data for prior years has been restated for comparative
purposes.
Reclassifications – Certain reclassifications have been made to the 2006 and 2005 consolidated financial statements to conform with current year presentations. These reclassifications had no effect on
previously reported net income and earnings per share.

Note 2: Investment Securities
The amortized cost and estimated fair value of investment securities available-for-sale are as follows:
Gross
Unrealized
Gains

Amortized
Cost

Gross
Unrealized
Losses

Estimated
Fair Value

December 31, 2007:
Obligations of U.S.
government agencies

$

Mortgage-backed securities

14,958,243

$

274,022

28,637,525

275,746

Municipal securities

1,251,345

Trust preferred securities

1,898,623

$

-

$

15,232,265

(5,616)

28,907,655

-

(19,525)

1,231,820

-

(151,235)

1,747,388

Available-for-sale securities

$

46,745,736

$

549,768

$

(176,376)

$

47,119,128

Restricted equity securities

$

2,095,000

$

-

$

-

$

2,095,000

$

18,422,732

$

127,161

$

(50,085)

$

18,499,808

December 31, 2006:
Obligations of U.S.
government agencies
Mortgage-backed securities

16,448,208

68,529

(139,702)

16,377,035

Available-for-sale securities

$

34,870,940

$

195,690

$

(189,787)

$

34,876,843

Restricted equity securities

$

1,260,000

$

-

$

-

$

1,260,000
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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, 2007:
Less Than 12 Months

12 Months or More

Unrealized
Losses

Fair Value

Totals

Unrealized
Losses

Fair Value

Unrealized
Losses

Fair Value

December 31, 2007:
Mortgage-backed
securities

$

-

$

-

$

947,395

$

(5,616)

$

947,395

$

(5,616)

Municipal securities

1,231,820

(19,525)

-

-

1,231,820

(19,525)

Trust preferred
securities

1,742,500

(151,235)

-

-

1,742,500

(151,235)

Total temporarily
impaired securities $ 2,974,320

$ (170,760)

(5,616)

$ 3,921,715

$ (176,376)

$

947,395

$

At December 31, 2007, five 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 resulting 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, 2007, will reverse as the individual investment security approaches
its contractual maturity date.
In determining that no material amounts of other-than-temporary impairment exists, 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
material amounts of other-than-temporary impairment exist at December 31, 2007.
The amortized cost and estimated fair value of investment securities available-for-sale at December
31, 2007, 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

$

$

4,031,560

Due after five years through ten years

13,917,021

14,186,514

Due after ten years

28,854,917

28,901,054

$
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3,973,798

Estimated
Fair Value
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Note 2: Investment Securities - (continued)
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 weightedaverage contractual maturities because of principal prepayments.
As of December 31, 2007, investment securities with amortized costs of $37.4 million were pledged to
secure repurchase agreements, Federal Home Loan Bank borrowings, and public deposit accounts as
permitted or required by law.

Note 3: Loans
Loans consist of the following at December 31:
2007

2006

Real estate loans:
Real estate construction
Commercial real estate

$ 123,997,368

$

94,710,943

66,047,306

46,541,189

3,498,653

6,698,557

495,800

460,074

90,073,642

65,184,559

903,775

166,500

285,016,544

213,761,822

Allowance for loan losses

(3,099,589)

(2,319,635)

Unearned income

(1,049,204)

(1,256,740)

$ 280,867,751

$ 210,185,447

Residential mortgage (1 – 4 family)
Agricultural real estate
Other loans:
Commercial
Consumer

Loans, net of allowance for loan losses and unearned income
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Note 3: Loans - (continued)
Changes in the allowance for loan losses were as follows:
2007
BALANCE, beginning of year

$

Provision for loan losses
Loans charged-off
Recoveries
BALANCE, end of year

$

2006

2,319,635

$

1,806,860

2005
$

1,325,560

740,000

520,000

518,000

-

(53,559)

(36,700)

39,954

46,334

-

3,099,589

$

2,319,635

$

1,806,860

There were no loans considered impaired by the Bank at December 31, 2007 and 2006 or during
2007. The Bank recognized impaired loans of $38,252 at December 31, 2005 with no related specific
allowance for loan losses related to these loans. The average recorded investment in impaired loans was
$41,205 and $98,049 for 2006, and 2005, respectively. Interest income recognized for cash payments
received on these loans was approximately $71,000 for 2006, and $9,000 for 2005. Had the impaired
loans performed according to their original terms, additional interest income recognized would have
been approximately $11,000 for 2006, and $14,000 for 2005.
Loans pledged to secure Federal Home Loan Bank borrowings were approximately $77,536,000 at
December 31, 2007.
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Note 4: Premises, Equipment, and Leasehold Improvements
The composition of premises, equipment, and leasehold improvements is summarized as follows:
2007
Land

$

2006

309,000

$

309,000

Buildings and improvements

2,036,797

1,903,479

Furniture and equipment

1,284,300

1,124,924

Leasehold improvements

610,419

610,419

4,240,516

3,947,822

(1,201,575)

(863,075)

-

2,612

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

$

3,038,941

$

3,087,359

Depreciation and amortization expense was $370,326, $289,047, and $210,602 for the years ended
December 31, 2007, 2006, and 2005, respectively.

Note 5: Time Deposits
Time certificate of deposit liabilities of $100,000 and over aggregated $120,441,036 at December 31,
2007 and $66,345,194 at December 31, 2006.
At December 31, 2007, the scheduled maturities for all time deposits are as follows:
Years ending December 31, 2008

$ 101,612,730

2009

9,399,297

2010

17,299,973

2011

10,926,270

2012

10,395,537

Thereafter

4,994,000
$ 154,627,807
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Note 6: Short-term Borrowings, Repurchase Agreements, and Lines of Credit
On December 31, 2007, the Company executed a loan payable to First Tennessee Bank in the amount
of $500,000, secured by common stock of the Bank. The loan matures March 31, 2008 and carries an
interest rate equal to the three-month London Interbank Offering Rate (LIBOR) plus 2.50%, which
was 7.20% as of December 31, 2007. The interest rate adjusts every three months to the then current
LIBOR Rate.
As of December 31, 2007 and 2006, the Bank had securities sold under agreements to repurchase
outstanding of $16,374,798 and $14,039,867, respectively. Repurchase agreements provide for interest at variable rates, which ranged from 0.50% to 4.55% and 0.50% to 5.05% at December 31, 2007
and 2006, respectively. The repurchase agreements are collateralized by obligations of U.S. government
agency securities, mortgage-backed securities, and municipal securities earning interest at 4.00% to
6.00%. Repurchase agreements are short-term borrowings which mature overnight.
As of December 31, 2007, the Bank had $25.0 million of available credit existing on three federal funds
lines of credit with correspondent financial institutions and approximately $2.5 million of available
credit existing at a correspondent bank for issuance of letters of credit, net of approximately $970,000
of letters of credit issued. This line of credit carries interest at prime and expires on July 1, 2008. The
Bank had $4,530,915 outstanding on unsecured federal funds lines of credit at December 31, 2006 and
no balance outstanding at December 31, 2007.

Note 7: Long-term Borrowings, Federal Home Loan Bank Borrowings,
and Junior Subordinated Debentures
The Bank, as a member of the Federal Home Loan Bank (FHLB) of 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, 2007 and 2006, the Bank had borrowings outstanding with the FHLB of $59,000,000 and
$39,000,000, respectively. The promissory notes mature between 2008 and 2017 with rates ranging
from 3.06% to 5.22%.
During 2006, the Company purchased for $2,000,000 land and a building for use as its main branch
and headquarters. The land and building were acquired through issuance of a long-term note payable
to a related party in the 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, 2007 and 2006 was
$1,900,740 and $1,976,009, respectively.
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Note 7: Long-term Borrowings, Federal Home Loan Bank Borrowings,
and Junior Subordinated Debentures - (continued)
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 for the first five years of each issuance. As of December 31,
2007 and 2006, all contractual interest payments to the Trusts and all contractual dividend payments
by the Trust were current.
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

Columbia Statutory Trust – II

May 2005

5,155,000

Maturity
Date

Redemption
Date

8.01% (1)

March 2033

March 2008

6.89% (2)

June 2035

June 2010

Rate

$ 8,248,000
(1) Variable at this rate on December 31, 2007, adjusting every three months to the applicable three-month London
Interbank Offering Rate plus 3.15%
(2) Variable at this rate on December 31, 2007, adjusting every three months to the applicable three-month London
Interbank Offering Rate plus 1.90%
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Note 7: Long-term Borrowings, Federal Home Loan Bank Borrowings,
and Junior Subordinated Debentures - (continued)
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, 2007, 2006, and 2005 interest expense on the subordinated debentures totaled $651,374, $620,395, and $359,466, respectively.
As of December 31, 2007, the scheduled maturities of all outstanding long-term borrowings are as
follows:
Years ending December 31, 2008

$

8,000,000

2009

6,500,000

2010

-

2011

-

2012

-

Thereafter

54,648,740
$

69,148,740

Note 8: Income Taxes
Components of the provision for income taxes include the following:
2007

2006

2005

Current
Federal

$

State

1,522,248

$

1,832,387

$

1,261,272

487,152

380,413

103,260

2,009,400

2,212,800

1,364,532

Federal

387,800

(231,700)

(176,300)

State

121,200

(72,300)

(22,700)

509,000

(304,000)

(199,000)

Deferred expense (benefit)

Provision for income taxes
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$

2,518,400

$

1,908,800

$

1,165,532
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Note 8: 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 are as follows:
2007

2006

Deferred tax assets:
Allowance for loan losses and other allowances

$

Deferred compensation and salary continuation plans
Purchased tax credits and other
Total deferred tax assets

1,173,000

$

889,000

366,000

105,000

6,000

8,000

1,545,000

1,002,000

Deferred tax liabilities:
Accrual to cash adjustment

(29,000)

(58,000)

Accumulated depreciation

(103,000)

(104,000)

Loan fees

(269,000)

(238,000)

(29,000)

(29,000)

(151,000)

(2,000)

(63,000)

(28,000)

(644,000)

(459,000)

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

$

901,000

$

543,000

Management believes, based upon the Company’s historical performance, 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, 2007, 2006, and 2005, the Company recognized no interest and
penalties related to taxes.
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
2004.
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.
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Note 9: Financial Instruments with Off-Balance Sheet Risk
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, 2007, are as follows:
Commitments to extend credit

$

Commercial and standby letters of credit

64,083,063
2,604,202

$

66,687,265

Note 10: Concentrations 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
$600,000 without approval from the Board of Directors’ loan committee.
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Note 11: Commitments and Contingencies
Operating lease commitments – As of December 31, 2007, the Bank leased certain properties and
office equipment under noncancellable operating leases. Future minimum lease payments associated
with the properties are as follows:
Years ending December 31, 2008

$

249,930

2009

245,652

2010

247,534

2011

185,894

2012

81,404
$

1,010,414

Total rent expense was $253,188, $309,707, and $343,742 for the years ended December 31, 2007,
2006, and 2005, respectively.
The Bank’s office space in Hillsboro, Oregon, was under a lease agreement with a related party which
terminated on July 31, 2006 when the building was purchased by the Bank. Rent paid to the related
party for this lease was $71,100, and $118,800 for the years ended December 31, 2006, and 2005,
respectively.
Legal contingencies – The Company may become a defendant in certain claims and legal actions
arising in the ordinary course of business. During 2007, the Bank received a claim for reimbursement
from the US Small Business Administration in the amount of $457,152. The claim asserts that funds of
this amount previously remitted to the Bank in settlement of an SBA guaranteed loan were incorrectly
paid. Management, after consultation with legal counsel, believes that the likelihood of being required
to satisfy this claim is remote. As such, no liability has been recorded in the consolidated financial statements.
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Note 12: 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. The amount of loans outstanding to directors, executive officers, principal stockholders, and companies with which they are associated was as follows:
2007
BALANCE, beginning of year

$

2,009,543

2006
$

855,490

Loans made

11,473,772

6,361,796

Loans repaid

(7,494,571)

(5,207,743)

BALANCE, end of year

$

5,988,744

$

2,009,543

During 2006, to facilitate the purchase of land and a building for use as its main branch and headquarters, the Company issued a long-term note payable to a related party in the 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 7.3% per annum. The note is secured by common stock of the Bank. The balance of this
note was $1,900,740 and $1,976,009 at December 31, 2007 and 2006, respectively. Interest expense
incurred by the Company for this note was $144,491 in 2007 and $49,264 in 2006.

Note 13: Employee Benefit Plans
During 2000, the Bank adopted a 401(k) plan in which substantially all employees participate. Employees may contribute the maximum permissible under federal tax laws. In 2007, 2006 and 2005, 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, 2007, 2006, and 2005, the Bank’s matching contributions were
$150,031, $129,844, and $107,159, respectively.
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Note 13: Employee Benefit Plans - (continued)
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, 2007 and 2006, the Company
recorded a salary continuation benefit obligation of $425,730 and $203,818, respectively. As of December 31, 2005, the Company recognized no salary continuation benefit obligation. Payments under
the salary continuation plan are for 5, 10, or 15 years and commence when the respective key employee
reaches the age of 65 and terminates employment. As of December 31, 2007 and 2006, the cash surrender value of BOLI was $5,447,240 and $3,790,513, respectively.

Note 14: Earnings Per Share
Basic earnings per share excludes dilution and is computed by dividing income available to common
shareholders by the weighted average number of common shares outstanding for the year. Diluted earnings 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 grants under existing stock option plans. The following table, retroactively adjusted for stock dividends and splits, illustrates the computations of basic
and diluted earnings per share for the periods presented:
Net Income
(Numerator)

Average Shares
(Denominator)

Per Share
Amount

December 31, 2007
Basic earnings per common share –
income available to common shareholders

$

4,154,563

2,964,472

-

125,231

$

4,154,563

$

Effect of assumed conversion of dilutive stock options
Diluted earnings per common share

$

1.40

3,089,703

$

1.34

3,289,242

2,936,974

$

1.12

-

164,760

3,289,242

3,101,734

$

1.06

December 31, 2006
Basic earnings per common share –
income available to common shareholders
Effect of assumed conversion of dilutive stock options
Diluted earnings per common share

$
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Note 14: Earnings Per Share - (continued)
Net Income
(Numerator)

Average Shares
(Denominator)

Per Share
Amount

December 31, 2005
Basic earnings per common share –
income available to common shareholders

$

Effect of assumed conversion of dilutive stock options
Diluted earnings per common share

$

2,017,765

2,811,824

-

247,824

2,017,765

3,059,648

$

0.72

$

0.66

There were no antidilutive shares for 2007, 2006, or 2005 that were excluded from the diluted earnings
per share computations.

Note 15: Stock-Based Compensation
The Company has granted stock options and other 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 to employees. The 2004 Plan authorized 94,000 shares for issuance when it was established. The number of shares granted under the
2004 Plan, restated for the effects of the 2007 and 2006 stock dividends, total 291,000, which includes
268,000 stock options granted under a previous 1999 Stock Incentive Plan and 6,500 shares granted
as restricted stock both in 2007 and 2006, respectively. 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,
2007 and 2006, the 2004 Plan had 311,000 and 296,000 shares available for future awards.
For all stock options granted by the Company, no compensation cost was recognized during the
years ended December 31, 2007, 2006, and 2005. Compensation cost for restricted stock awards of
$115,510, $76,750, and $50,000 was recognized as salaries and benefits expense for the years ended
December 31, 2007, 2006, and 2005, respectively. There was no tax benefit recognized in 2007 related to this compensation cost, while for 2006 and 2005 the tax benefit recognized was $24,850 and
$17,500, respectively.
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Note 15: Stock-Based Compensation - (continued)
The following tables summarize information about activity under the 2004 Plan for the year ended
December 31, 2007. There were no stock options granted during 2007.
Weighted Average
Exercise Price

Awards
Outstanding

Weighted Average
Remaining
Term (years)

Aggregate
Intrinsic Value

Stock Options:
Balance, December 31, 2006

228,800

$

2.55

Options exercised

(51,900)

$

3.07

Balance, December 31, 2007

176,900

$

2.56

2.51

$

2,024,603

Options exercisable at Dec. 31, 2007

176,900

$

2.56

2.51

$

2,024,603

Awards
Outstanding

Aggregate
Intrinsic Value

Restricted Stock Awards:
Balance, December 31, 2006
Awards granted
Awards vested
Balance, December 31, 2007

$

7,500
(7,500)

$

97,500

-

The aggregate intrinsic value (which is the amount by which the stock price exceeded the exercise price
on the date of exercise) of options exercised during the years ended December 31, 2007, 2006 and
2005, was $662,286, $132,000, and $19,500, respectively. During 2007, 2006 and 2005, the amount
of cash received from the exercise of stock options was $131,860, $88,000, and $13,400, respectively.
As of December 31, 2007, there was no unrecognized compensation cost related to nonvested stock
options and restricted stock awards whose restrictions had not yet lapsed.
For the years ended December 31, 2007 and 2006, the Company received income tax benefits of
$186,929 and $19,592, respectively, related to the exercise of nonqualified employee stock options. No
tax benefits were realized for options exercised during the year ended December 31, 2005.
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Note 16: Fair Values of Financial Instruments
The following table estimates the carrying values and related fair values of the Company’s financial
instruments at December 31, 2007 and 2006 (in thousands):
2007
Carrying
Amount

2006
Estimated
Fair Value

Carrying
Amount

Estimated
Fair Value

Financial assets:
Cash and cash equivalents

$

5,460

$

5,460

$

5,104

$

5,104

Time certificates with other banks

$

762

$

776

$

498

$

494

Investment securities available-for-sale $

47,119

$

47,119

$

34,877

$

34,877

Restricted equity securities

$

2,095

$

2,095

$

1,260

$

1,260

Loans, net of allowance for loan
losses and unearned income

$

280,868

$

283,085

$

210,185

$

210,094

Cash surrender value of
bank-owned life insurance

$

5,447

$

5,447

$

3,791

$

3,791

Demand deposits, money market
accounts, and savings deposits

$

82,062

$

82,062

$

83,447

$

83,447

Time deposits

$

154,628

$

157,747

$

91,372

$

90,902

Repurchase agreements

$

16,375

$

16,375

$

14,040

$

14,040

Federal funds purchased

$

-

$

-

$

4,531

$

4,531

Other short-term borrowings

$

500

$

500

$

-

$

-

Federal Home Loan Bank borrowings $

59,000

$

58,941

$

39,000

$

38,323

Financial liabilities:

Other long-term borrowings

$

1,901

$

2,028

$

1,976

$

1,976

Junior subordinated debentures

$

8,248

$

8,248

$

8,248

$

8,248

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, 2007, 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, 2007, 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, loan servicing rights, the trained work force, customer goodwill, and similar
items.
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Note 17: Regulatory Matters
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, 2007 and 2006, that the Company
and the Bank meet all capital adequacy requirements to which they are subject.
As of the most recent notifications from its regulatory agencies, the Bank was categorized as well-capitalized under the regulatory framework for prompt corrective action. There are no conditions or events
since that notification that management believes may have changed the institutions’ category.
The following table presents selected capital information for the Company and the Bank as of December 31, 2007 and 2006:

Actual
Amount

To Be Well-Capitalized
Under Prompt Corrective Action Provisions

For Capital
Adequacy Purposes
Ratio

Amount

Ratio

Amount

Ratio

As of December 31, 2007:
(dollars in thousands)
Total capital to risk-weighted assets:
Columbia Commercial Bancorp

$

32,976 10.2%

$

25,764

>8%

Columbia Community Bank

$

34,315 10.6%

$

25,896

>8%

Columbia Commercial Bancorp

$

29,168

9.1%

$

12,882

>4%

Columbia Community Bank

$

31,088

9.6%

$

12,948

>4%

Columbia Commercial Bancorp

$

29,168

9.6%

$

12,201

>4%

Columbia Community Bank

$

31,088

9.2%

$

13,440

>4%

N/A

N/A

$

32,370

>10%

N/A

N/A

$

19,422

>6%

N/A

N/A

16,800

>5%

Tier 1 capital to risk-weighted assets:

Tier 1 capital to average assets:
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Note 17: Regulatory Matters - (continued)
For Capital
Adequacy Purposes

Actual
Amount

Ratio

Amount

To Be Well-Capitalized
Under Prompt Corrective Action Provisions

Ratio

Amount

Ratio

As of December 31, 2006:
(dollars in thousands)
Total capital to risk-weighted assets:
Columbia Commercial Bancorp

$

27,854 10.3%

$

21,170

>8%

Columbia Community Bank

$

28,500 12.9%

$

19,503

>8%

Columbia Commercial Bancorp

$

23,048

8.5%

$

10,855

>4%

Columbia Community Bank

$

26,180 10.7%

$

9,752

>4%

Columbia Commercial Bancorp

$

23,048 10.2%

$

9,007

>4%

Columbia Community Bank

$

26,180 10.5%

$

9,971

>4%

N/A

N/A

24,379

>10%

N/A

N/A

$

14,627

>6%

N/A

N/A

$

12,463

>5%

$

Tier 1 capital to risk-weighted assets:

Tier 1 capital to average assets:
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