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Approximate date of commencement of proposed sale to the public: From time to time after this Registration
Statement becomes effective.
If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box. [__]
If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. [X]
If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.[__]
If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.  [__]
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If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box. [__] 
If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box. [__]
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated
filer o

Accelerated
filer þ

Non-accelerated filer o Smaller reporting company o

(Do not check if a smaller reporting company)

CALCULATION OF REGISTRATION FEE

TITLE OF EACH CLASS OF
SECURITIES TO BE

REGISTERED

AMOUNT
TO BE

REGISTERED

PROPOSED
MAXIMUM
OFFERING

PRICE
PER UNIT

PROPOSED
MAXIMUM

AGGREGATE
OFFERING

PRICE

AMOUNT OF
REGISTRATION

FEE(3)(4)
Fixed Rate Cumulative
Perpetual Preferred Stock,
Series A (2)

124,000 shares $1,000.00(1) $124,000,000 $4,874

Depositary Shares (2) --- --- --- ---
Common Stock (3) 1,707,989

shares
$10.36(5) $17,694,767 696

Warrants (3) --- --- --- ---
Total $141,694,767 $5,570

(1)Represents the liquidation preference amount per share of the preferred stock being registered for resale (the “Series
A Preferred Stock”), which we sold to the United States Department of the Treasury (“Treasury”) pursuant to
Treasury’s Troubled Asset Relief Program Capital Purchase Program.

(2)In the event Treasury requests that we deposit the shares of Series A Preferred Stock with a depositary pursuant to
a depositary arrangement, depositary shares evidencing fractional shares of the Series A Preferred Stock may be
sold pursuant to this registration statement in lieu of whole shares of Series A Preferred Stock.

(3)The shares of common stock being registered are purchasable upon exercise of the warrants being registered,
which we issued to Treasury concurrent with the sale of the Series A Preferred Stock to Treasury as described in
footnote (1).  In addition to the number of shares of common stock stated in the table above, there is registered,
pursuant to Rule 416, such number of additional shares of common stock, of a currently undeterminable amount, as
may from time to time become issuable by reason of stock splits, stock dividends and certain other anti-dilution
provisions set forth in the warrants.  Pursuant to Rule 457(g), no additional fee is payable for the warrants.

(4) Previously paid.
(5)Estimated in accordance with Rule 457(c), calculated on the basis of $10.36 per share, which was the average of

the high and low sales prices per share of the common stock on the NASDAQ Stock Market on December 17,
2008.

_____________________
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The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its
effective date until the Registrant shall file a further amendment which specifically states that this Registration
Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the
Registration Statement shall become effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.
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The information in this prospectus is not complete and may be changed. The selling securityholders may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective.  This
prospectus is not an offer to sell these securities and is not soliciting an offer to buy these securities in any state or
jurisdiction where the offer or sale is not permitted.

Subject to Completion
Preliminary Prospectus dated _____________ __, 2009

PROSPECTUS

Banner Corporation

124,000 Shares of Fixed Rate Cumulative Perpetual Preferred Stock, Series A,
Liquidation Preference Amount $1,000 Per Share

(or Depositary Shares Evidencing Fractional Interests in Such Shares)

1,707,989 Shares of Common Stock and Warrant to Purchase Such Shares

This prospectus relates to (i)124,000 shares of our Fixed Rate Cumulative Perpetual Preferred Stock, Series A,
liquidation preference amount $1,000 per share, or, in the event such shares are deposited with a depositary, as
described in this prospectus, depositary shares evidencing fractional interests in such shares, (ii) a warrant, or portions
thereof, which expires on November 21, 2018, to purchase 1,707,989 shares of our common stock at an exercise price
of $10.89 per share, subject to adjustment as described in this prospectus, and (iii) the shares of our common stock
which may be purchased upon exercise of the warrant.  The shares of the Series A Preferred Stock and the warrant
were issued by us on November 21, 2008 to the United States Department of the Treasury as part of Treasury’s
Troubled Asset Relief Program Capital Purchase Program in a private placement exempt from the registration
requirements of the Securities Act of 1933.

The selling securityholders who may sell or otherwise dispose of the securities offered by this prospectus include
Treasury and any other holders of the securities covered by this prospectus to whom Treasury has transferred its
registration rights in accordance with the terms of the securities purchase agreement between us and Treasury.  The
selling securityholders may offer the securities from time to time directly or through underwriters, broker-dealers or
agents and in one or more public or private transactions and at fixed prices, at prevailing market prices, at prices
related to prevailing market prices or at negotiated prices.  If these securities are sold through underwriters,
broker-dealers or agents, the selling securityholders will be responsible for underwriting discounts or commissions or
agents’ commissions, if any.   We will not receive any proceeds from the sale of securities by the selling
securityholders.

Our common stock is listed on the NASDAQ Global Select Market under the symbol “BANR.”   On August 20, 2009,
the closing sale price of our common stock on the NASDAQ Global Select Market was $3.28 per share.  Neither the
Series A Preferred Stock nor the warrant is currently listed on any established securities exchange or quotation system
and we do not intend to seek such a listing for these securities unless we are requested to do so by Treasury.

The securities offered by this prospectus are not savings accounts, deposits or other obligations of any bank and are
not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency.
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Investing in the securities offered by this prospectus involves risks.  See “Risk Factors” beginning on page 3 of this
prospectus.

Neither the Securities and Exchange Commission nor any state securities commission nor any other regulatory body
has approved or disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any
representation to the contrary is a criminal offense.

The date of this prospectus is ___________     , 2009.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission (the
“SEC”) using a “shelf” registration, or continuous offering, process.  Under this process, the selling securityholders may
from time to time sell or otherwise dispose of the securities described in this prospectus in one or more offerings.

You should rely only on the information contained or incorporated by reference in this prospectus and any supplement
to this prospectus. We have not, and the selling securityholders have not, authorized anyone to provide you with
information different from that contained in this prospectus. The selling securityholders are offering to sell, and
seeking offers to buy, our securities only in jurisdictions where it is lawful to do so. The information in this prospectus
is accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or any sale of our
securities. Neither the delivery of this prospectus nor any sale made under this prospectus shall, under any
circumstances, create any implication that there has been no change in our affairs since the date of this prospectus or
that the information contained or incorporated by reference in this prospectus is correct as of any time subsequent to
the date of such information.

All references in this prospectus to “Banner,” “we,” “us,” “our” or similar references mean Banner Corporation and its
consolidated subsidiaries and all references in this prospectus supplement to “Banner Corporation” mean Banner
Corporation excluding its subsidiaries, in each case unless otherwise expressly stated or the context otherwise
requires.  When we refer to “Banner Bank” and “Islanders Bank” in this prospectus, we mean our subsidiaries, Banner
Bank and Islanders Bank, respectively, each of which is a Washington state-chartered commercial bank.  We
sometimes refer to Banner Bank and Islanders Bank as, collectively, the “Banks” and, individually, a “Bank.”

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated by reference may contain forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements often include the words
“believes,” “expects,” “anticipates,” “estimates,” “forecasts,” “intends,” “plans,” “targets,” “potentially,” “probably,” “projects,” “outlook” or
similar expressions or future or conditional verbs such as “may,” “will,” “should,” “would” and “could.” These forward-looking
statements are subject to known and unknown risks, uncertainties and other factors that could cause the actual results
to differ materially from the forward-looking statements, including:

•  the credit risks of lending activities, including changes in the level and trend of loan delinquencies and write-offs,
which may be affected by deterioration in the housing and commercial real estate markets, may lead to increased
losses and nonperforming assets in our loan portfolio, and may result in our allowance for loan losses not being
adequate to cover actual losses and require us to materially increase our reserves, write-down assets, change our
regulatory capital position or affect our ability to borrow funds or maintain or increase deposits, which could
adversely affect our liquidity or earnings;

•  changes in general economic conditions, either nationally or in our market areas;

•  changes in the levels of general interest rates and the relative differences between short and long-term interest rates,
deposit interest rates, our net interest margin and funding sources;

•  fluctuations in the demand for loans and in real estate values in our market areas;
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•  changes as a result of regulatory exams and/or agreements with our regulators,  including the possibility that any
such regulatory authority may, among other things, require us to increase our reserve for loan losses or to
write-down assets or impose restrictions on the operation of our business;

•  fluctuations in agricultural commodity prices, crop yields and weather conditions;

•  our ability to control operating costs and expenses, including further FDIC insurance premiums and possible
shared-risk assessments for Washington and Oregon public funds deposits;

iii
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•  the use of estimates in determining fair value of certain of our assets, which estimates may prove to be incorrect or
result in significant declines in valuation;

•  difficulties in reducing risk associated with the loans on our balance sheet;

•  our ability to implement our branch expansion strategy;

•  our ability to successfully integrate any assets, liabilities, customers, systems, and management personnel we have
acquired or may in the future acquire into our operations and our ability to realize any anticipated revenue synergies
and cost savings within expected time frames;

•  our ability to manage loan delinquency rates;

•  our ability to retain key members of our senior management team;

•  costs and effects of litigation, including settlements and judgments;

•  increased competitive pressures among financial services companies;

•  changes in consumer spending, borrowing and savings habits;

•  legislative or regulatory changes that adversely affect our business;

•  adverse changes in the securities markets;

•  inability of key third-party providers to perform their obligations to us;

•  changes in accounting policies and practices, as may be adopted by the financial institution regulatory agencies or
the Financial Accounting Standards Board;

•  war or terrorist activities; and

•  other economic, competitive, governmental, regulatory, and technological factors affecting our operations, pricing,
products and services and the other risks described elsewhere in this prospectus and the incorporated documents
and in our other filings with the SEC.

Some of these and other factors are discussed in this prospectus under the caption “Risk Factors” and elsewhere in this
prospectus and in the incorporated documents. Such developments could have an adverse impact on our financial
position and our results of operations.

Any forward-looking statements are based upon management’s beliefs and assumptions at the time they are made. We
undertake no obligation to publicly update or revise any forward-looking statements included or incorporated by
reference in this prospectus or to update the reasons why actual results could differ from those contained in such
statements, whether as a result of new information, future events or otherwise. In light of these risks, uncertainties and
assumptions, the forward-looking statements discussed in this prospectus or the incorporated documents might not
occur, and you should not put undue reliance on any forward-looking statements.

WHERE YOU CAN FIND MORE INFORMATION
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We are subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”). Accordingly, we file annual, quarterly and current reports, proxy statements and other information with the
SEC.  You may read and copy any reports, statements or other information that we may file with the SEC at the SEC’s
Public Reference Room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. You may obtain information on
the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet
site that contains reports, proxy and information statements and other information about issuers that file electronically
with the SEC. The address of the SEC’s Internet site is http://www.sec.gov.

iv
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The SEC allows us to incorporate by reference the information we file with them, which means that we can disclose
important information to you by referring you to those documents. The information that we incorporate by reference is
considered to be a part of this prospectus, and the information we later file with the SEC that is incorporated by
reference in this prospectus will automatically update information previously contained in this prospectus and any
incorporated document.  Any statement contained in this prospectus or in a document incorporated by reference in this
prospectus will be deemed modified or superseded to the extent that a later statement contained in this prospectus or in
an incorporated document modifies or supersedes such earlier statement.

This prospectus incorporates by reference the documents listed below that we have filed with the SEC (excluding any
portion of any such document that has been furnished to and deemed not to be filed with the SEC):

Report(s) Period(s) of Report(s) or Date(s) Filed
•     Annual Report on Form 10-K For the year ended December 31, 2008

•     Quarterly Reports on Form 10-Q For the quarters ended March 31 and June
30, 2009

We incorporate by reference these documents and any future documents we may file with the SEC pursuant to
Section 13(a), 13(c), 14 or 15(d) of the Exchange Act, excluding any document or portion thereof that has been
furnished to and deemed not to be filed with the SEC.

These documents are available without charge to you on the Internet at http://www.bannerbank.com or if you call or
write to: Investor Relations, Banner Corporation, P.O. Box 907, Walla Walla, Washington 99362, telephone:
(800) 272-9933.  The reference to our website is not intended to be an active link and the information on our website
is not, and you must not consider the information to be, a part of this prospectus.

We have also filed a registration statement with the SEC relating to the securities offered by this prospectus.  This
prospectus, which constitutes part of the registration statement, does not contain all of the information presented or
incorporated by reference in the registration statement and its exhibits. You may obtain from the SEC a copy of the
registration statement and exhibits that we filed with the SEC as described above.  The registration statement may
contain additional information that may be important to you.

v 
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in, or incorporated by reference into, this prospectus. As a
result, it does not contain all of the information that may be important to you or that you should consider before
investing in our securities. You should read this entire prospectus, including the “Risk Factors” section, and the
documents incorporated by reference, which are described under “Where You Can Find More Information” in this
prospectus.

Banner Corporation

Banner Corporation is a bank holding company incorporated in the State of Washington. We are primarily engaged in
the business of planning, directing and coordinating the business activities of our wholly owned subsidiaries, Banner
Bank and Islanders Bank.  Banner Bank is a Washington-chartered commercial bank that conducts business from its
main office in Walla Walla, Washington and, as of June 30, 2009, its 84 branch offices and 8 loan production offices
located in Washington, Oregon and Idaho.  Islanders Bank is also a Washington-chartered commercial bank that we
acquired in May 2007 and that conducts business from three locations in San Juan County, Washington.  Banner
Corporation is subject to regulation by the Board of Governors of the Federal Reserve System (“Federal
Reserve”).  Banner Bank and Islanders Bank are subject to regulation by the Washington State Department of Financial
Institutions, Division of Banks and the Federal Deposit Insurance Corporation (“FDIC”).  The primary source of
liquidity for us is dividend payments from Banner Bank and to a substantially lesser extent dividend payments from
Islanders Bank.  Banner Bank and Islanders Bank are subject to certain legal restrictions on their ability to pay
dividends or make loans or advances to us.  For information about these restrictions, please see “Regulatory
Considerations” in this prospectus and “Item 1. Business—Regulation” and note 20 to our consolidated financial statements
contained in our Annual Report on Form 10-K for the year ended December 31, 2008, which has been filed with the
SEC and is available as described under “Where You Can Find More Information.”

As of June 30, 2009, we had total consolidated assets of $4.5 billion, total loans of $3.8 billion, total deposits of $3.7
billion and total stockholders’ equity of $409.5 million.

Banner Bank is a regional bank which offers a wide variety of commercial banking services and financial products to
individuals, businesses and public sector entities in its primary market areas.  Islanders Bank is a community bank
which offers similar banking services to individuals, businesses and public entities located in the San Juan Islands in
the State of Washington.  Our primary business is that of a traditional financial institution, accepting deposits and
originating loans in locations surrounding our offices in portions of Washington, Oregon and Idaho.  Banner Bank is
also an active participant in the secondary residential mortgage market, engaging in mortgage banking operations
largely through the origination and sale of one- to four-family residential loans.  Lending activities include
commercial business and commercial real estate loans, agriculture business loans, construction and land development
loans, one- to four-family residential loans and consumer loans.

Our common stock is traded on the NASDAQ Global Select Market under the ticker symbol “BANR.”  Our principal
executive offices are located at 10 South First Avenue, Walla Walla, Washington 99362-0265.  Our telephone number
is (509) 527-3636.

1 
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Securities Being Offered

On November 21, 2008, pursuant to the Troubled Asset Relief Program Capital Purchase Program of the United States
Department of the Treasury (“Treasury”), we sold to Treasury 124,000 shares of our Fixed Rate Cumulative Perpetual
Preferred Stock, Series A (the “Series A Preferred Stock”), liquidation preference amount $1,000 per share, for an
aggregate purchase price of $124.0 million, and concurrently issued to Treasury a ten-year warrant to purchase up to
1,707,989 shares of our common stock at an exercise price of $10.89 per share.  The issuance of the Series A
Preferred Stock and the warrant were completed in a private placement to Treasury exempt from the registration
requirements of the Securities Act of 1933.  We were required under the terms of the related securities purchase
agreement between us and Treasury to register for resale the shares of the Series A Preferred Stock, the warrant and
the shares of our common stock underlying the warrant.  This registration includes depositary shares, representing
fractional interests in the Series A Preferred Stock, which may be resold pursuant to this prospectus in lieu of whole
shares of Series A Preferred Stock in the event Treasury requests that we deposit the Series A Preferred Stock held by
Treasury with a depositary under a depositary arrangement entered into in accordance with the securities purchase
agreement.  See “Description of Depositary Shares.”  The terms of the Series A Preferred Stock, the warrant and our
common stock are described under “Description of Series A Preferred Stock,” “Description of Warrant,” and “Description
of Capital Stock.”   The securities purchase agreement between us and Treasury is included as Exhibit 4.2 to the
registration statement of which this prospectus is a part and is incorporated into this prospectus by reference.  See
“Where You Can Find More Information.”

2 
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RISK FACTORS

An investment in our securities is subject to certain risks. You should carefully review the following risk factors and
other information contained in this prospectus and the documents incorporated by reference, before deciding whether
an investment in our securities is suited to your particular circumstances.  The risks and uncertainties not presently
known to us or that we currently deem immaterial also may impair our business operations. If any of the following
risks actually occur, our business, results of operations and financial condition could suffer. In that event, the value of
our securities could decline, and you may lose all or part of your investment. The risks discussed below also include
forward-looking statements, and our actual results may differ materially from those discussed in these
forward-looking statements.

Risks Relating to Banner

Difficult economic and market conditions have adversely affected our industry.

We are particularly exposed to downturns in the U.S. housing market and general economic conditions. Dramatic
declines in the housing market over the past year, with falling home prices and increasing foreclosures, unemployment
and under-employment, have negatively impacted the credit performance of mortgage loans and resulted in significant
write-downs of asset values by financial institutions, including government-sponsored entities, major commercial and
investment banks, and regional financial institutions like us.  Reflecting concern about the stability of the financial
markets generally and the strength of counterparties, many lenders and institutional investors have reduced or ceased
providing funding to borrowers, including to other financial institutions.  This market turmoil and tightening of credit
have led to an increased level of commercial and consumer delinquencies, lack of consumer confidence, increased
market volatility and widespread reduction of business activity generally.  The resulting economic pressure on
consumers and lack of confidence in the financial markets have adversely affected our business, financial condition
and results of operations.  We do not expect that the difficult conditions in the economy and financial markets are
likely to improve in the near future.  A worsening of these conditions would likely exacerbate the adverse effects of
these difficult market conditions on us and others in the financial institutions industry. In particular, we may face the
following risks in connection with these events:

•  We potentially face increased regulation of our industry. Compliance with such regulation may increase our costs
and limit our ability to pursue business opportunities.

•  Continued economic weakness may result in increased delinquencies and defaults in our loan portfolio, which
would adversely affect our operating results.

•  The process we use to estimate losses inherent in our credit exposure requires difficult, subjective and complex
judgments, including forecasts of economic conditions and how these economic conditions might impair the ability
of our borrowers to repay their loans.  The level of uncertainty concerning economic conditions may adversely
affect the accuracy of our estimates which may, in turn, impact the reliability of the process.

•  Competition in our industry could intensify as a result of the increasing consolidation of financial services
companies in connection with current market conditions.

•  We may be required to pay significantly higher FDIC premiums because market developments have significantly
depleted the insurance fund of the FDIC and reduced the ratio of reserves to insured deposits.

Recently enacted legislation and other measures undertaken by the Treasury, the Federal Reserve and other
governmental agencies may not be successful in stabilizing the U.S. financial system or improving the housing
market.

Emergency Economic Stabilization Act of 2008. On October 3, 2008, President Bush signed into law the Emergency
Economic Stabilization Act of 2008 (“EESA”) which, among other measures, authorized the Treasury Secretary to
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establish the Troubled Asset Relief Program (“TARP”). The EESA gives broad authority to the Treasury to purchase,
manage, modify, sell and insure the troubled mortgage related assets that triggered the current economic crisis as well
as other troubled assets. The EESA includes additional provisions directed at bolstering the economy, including:
authority for the Federal Reserve to pay interest on depository institution balances; mortgage loss mitigation and
homeowner protection; temporary increase in FDIC insurance coverage from $100,000 to $250,000 through
December

3
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31, 2009; and authority for the Securities and Exchange Commission to suspend mark-to-market accounting
requirements for any issuer or class for a specific category of transactions.

The EESA followed numerous actions by the Federal Reserve, Congress, Treasury, the Securities and Exchange
Commission, and others to address the current liquidity and credit crisis that has followed the sub-prime meltdown
that commenced in 2007. These measures include homeowner relief that encourages loan restructuring and
modification; the establishment of significant liquidity and credit facilities for financial institutions and investment
banks; the repeated lowering of the federal funds rate; emergency action against short selling practices; a temporary
guaranty program for money market funds; the establishment of a commercial paper funding facility to provide
back-stop liquidity to commercial paper issuers; coordinated international efforts to address illiquidity and other
weaknesses in the banking sector.

In addition, the Internal Revenue Service has issued an unprecedented wave of guidance in response to the credit
crisis, including a relaxation of limits on the ability of financial institutions that undergo an ownership change to
utilize their pre-change net operating losses and net unrealized built-in losses. The relaxation of these limits may make
significantly more attractive the acquisition of financial institutions whose tax basis in their loan portfolios
significantly exceeds the fair market value of those portfolios.

Moreover, on October 14, 2008, the FDIC announced the establishment of a TLGP to provide full deposit insurance
for all non-interest bearing transaction accounts and guarantees of particular newly issued senior unsecured debt
issued by FDIC insured institutions and their holding companies. Under the program, the FDIC will guarantee timely
payment of newly issued senior unsecured debt issued on or before October 31, 2009. The guarantee on debt issued
before April 1, 2009, will expire no later than June 30, 2012. The guarantee on debt issued on or after April 1, 2009,
will expire not later than December 31, 2012. The Bank has elected to participate in the TLGP.

The actual impact that EESA and such related measures undertaken to alleviate the credit crisis, including the extreme
levels of volatility and limited credit availability currently being experienced, is unknown. The failure of such
measures to help stabilize the financial markets and a continuation or worsening of current financial market conditions
could materially and adversely affect our business, financial condition, results of operations, access to credit or the
trading price of our common stock.

American Recovery and Reinvestment Act of 2009. On February 17, 2009, President Obama signed The American
Recovery and Reinvestment Act of 2009 (ARRA) into law. The ARRA is intended to revive the U.S. economy by
creating new jobs while reducing home foreclosures. In addition, the ARRA significantly expanded  the original
executive compensation and corporate governance provisions of Section 111 of the EESA, which pertains to financial
institutions that have received or will receive financial assistance under TARP or related programs.  The additional
standards and restrictions imposed on us by the ARRA could adversely affect our ability to attract and retain
management and other personnel of the highest quality and, consequently, our ability to compete effectively with
other financial institutions that are not subject to these standards and restrictions.

Current levels of market volatility are unprecedented.

The capital and credit markets have been experiencing volatility and disruption for more than a year. In recent months,
the volatility and disruption has reached unprecedented levels.  In some cases, the markets have produced downward
pressure on stock prices and credit availability for certain issuers without regard to those issuers’ underlying financial
strength. If current levels of market disruption and volatility continue or worsen, our ability to access capital and our
business, financial condition and results of operations may be materially adversely affected.

Our profitability depends significantly on economic conditions in the states of Washington, Oregon and Idaho.
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Our success depends primarily on the general economic conditions of the States of Washington, Oregon and Idaho
and the specific local markets in which we operate.  Unlike larger national or other regional banks that are more
geographically diversified,
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