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Telephone: (703) 883-1100 Telephone: (503) 778-2100
Facsimile: (703) 883-2511 Facsimile: (503) 778-2200
(Name, Address, Including Zip Code, and Telephone Number,

Including Area Code, of Agent for Service)

Approximate date of commencement of proposed sale of the securities to the public: As soon as practicable following
the effectiveness of this Registration Statement, satisfaction or waiver of the other conditions to closing of the merger
described herein, and consummation of the merger.

If the securities being registered on this Form are being offered in connection with formation of a holding company
and there is compliance with General Instruction G, check the following box.

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) 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.

If this Form is a post-effective amendment filed pursuant to Rule 462(d) 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.

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 Accelerated Filer
Non-accelerated filer Smaller reporting company

(Do not check if a smaller reporting company)

If applicable, place an X in the box to designate the appropriate rule provision relied upon in conducting this
transaction:

Exchange Act Rule 13e-4(i) (Cross-Border Issuer Tender Offer)
Exchange Act Rule 14d-1(d) (Cross-Border Third-Party Tender Offer

Calculation of Registration Fee

Proposed
Proposed maximum maximum
Title of each class of Amount to offering price  aggregate offering Amount of
securities to be registered  be registered(1) per share price(2) registration fee
Common Stock, $0.01 par
value 1,319,995 shares N/A $49,692,937.42  $5,775.00 *
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* Previously paid.

(1) Represents the maximum number of shares of common stock of Banner Corporation (‘“Banner”) estimated to be
issuable upon completion of the merger described herein in exchange for shares of the common stock of Siuslaw
Financial Group, Inc. (“Siuslaw”) that are currently outstanding or preferred stock that will convert to common stock
in connection with this transaction. Pursuant to Rule 416, this registration statement also covers additional
securities that may be issued as a result of stock splits, stock dividends or similar transactions.

(2) Calculated in accordance with Rule 457(f) under the Securities Act of 1933, the proposed maximum offering price
of $49,692,937.42 is computed by subtracting $5,800,017.13 (the estimated cash to be paid by Banner to holders
of Siuslaw common stock) from $55,492,954.55 (the market value of Siuslaw common stock) which is based on
(A) $13.55, which is the average of the high and low prices per share of Siuslaw common stock on the over the
counter market on October 3, 2014, times (B) the maximum number of shares of Siuslaw common stock expected
to be exchanged for the shares of Banner common stock being registered.

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 this
Registration Statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.




Edgar Filing: BANNER CORP - Form S-4/A

The information contained in this proxy statement/prospectus is not complete and may be changed. A registration
statement relating to the shares of Banner stock to be issued in the merger has been filed with the Securities and
Exchange Commission. These securities may not be sold nor may offers to buy be accepted prior to the time the
registration statement becomes effective. This proxy statement/prospectus shall not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of these securities in any jurisdiction in which such offer,
solicitation or sale is not permitted or would be unlawful prior to registration or qualification under the securities laws
of any such jurisdiction.

PRELIMINARY PROXY STATEMENT/PROSPECTUS
DATED __, 2014, SUBJECT TO COMPLETION

Prospectus of Banner Corporation Proxy Statement of Siuslaw Financial Group, Inc.

MERGER PROPOSED - YOUR VOTE IS VERY IMPORTANT

The boards of directors of Banner Corporation, or "Banner", and Siuslaw Financial Group, Inc., or "Siuslaw", have

each approved a merger of our two companies. Under the merger agreement, Siuslaw will merge with and into

Banner, with Banner as the surviving corporation. Each outstanding share of Siuslaw common stock, other than
dissenting shares, will be converted into the right to receive, promptly following the completion of the merger,

0.32231 of a share of Banner common stock and $1.41622 in cash. In connection with the merger, each outstanding
share of Siuslaw Series A preferred stock, which we refer to as “preferred stock” will automatically convert to one share
of Siuslaw common stock immediately prior to the merger and holders thereof will receive the same merger
consideration as the other Siuslaw common shareholders.

The number of shares of Banner common stock that Siuslaw shareholders will receive for the stock portion of the
merger consideration is fixed, the market value of those shares will fluctuate with the market price of Banner common
stock and will not be known at the time Siuslaw shareholders vote on the merger agreement. Based on the closing
price of Banner’s common stock of $39.14 on the NASDAQ Global Select Market, or NASDAQ, on August 7, 2014,
immediately prior to the public announcement of the merger agreement, the value of the per share merger
consideration payable to Siuslaw shareholders was $14.03. Based on the closing price of Banner’s common stock of
$__.__ onNASDAQ on , 2014, the last trading day before the date of this proxy statement/prospectus, the
value of the per share merger consideration payable to Siuslaw shareholders was $___.  We urge you to obtain
current market quotations for Banner common stock (NASDAQ: trading symbol “BANR”) and Siuslaw common stock
(Over the Counter OTCQB: trading symbol “SFGP”). Based on the number of shares of Siuslaw common and preferred
stock currently outstanding, the maximum number of shares of Banner common stock issuable in the merger is
expected to be 1,319,995.

Siuslaw will hold a special meeting of its shareholders in connection with the merger. Siuslaw shareholders will be
asked to vote to approve the merger agreement and related matters as described in the attached proxy
statement/prospectus. Approval of the merger agreement by Siuslaw shareholders requires the affirmative vote of the
holders of a majority of the outstanding shares of Siuslaw common and preferred stock voting together as a single
class. References in this proxy statement/prospectus to Siuslaw stock and shareholders of Siuslaw includes
outstanding shares of Siuslaw common and preferred stock and the holders of those shares.
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The special meeting of Siuslaw shareholders will be held on , 2015.

Siuslaw’s board of directors unanimously recommends that Siuslaw shareholders vote “FOR” approval of the merger
proposal and “FOR” each of the other items to be considered at the special meeting.

This proxy statement/prospectus describes the special meeting, the documents related to the merger and other related
matters. Please carefully read this entire proxy statement/prospectus, including “Risk Factors,” beginning on page 14,
for a discussion of the risks relating to the proposed merger. You also can obtain information about Banner from
documents that it has filed with the Securities and Exchange Commission. On behalf of the board of directors of
Siuslaw, thank you for your prompt attention to this important matter.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved
the shares of Banner stock to be issued in the merger or passed upon the adequacy or accuracy of this proxy
statement/prospectus. Any representation to the contrary is a criminal offense.

The securities to be issued in the merger are not savings or deposit accounts or other obligations of any bank or
nonbank subsidiary of Banner or Siuslaw, and they are not insured by the Federal Deposit Insurance Corporation or
any other governmental agency.

The date of this proxy statement/prospectus is __, 2014, and is first being mailed or otherwise delivered to the
shareholders of Siuslaw on or about ,2014.
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Siuslaw Financial Group, Inc.
777 Highway 101
Florence, Oregon 97439
(541) 997-3486
Notice of Special Meeting of Siuslaw Financial Group, Inc. Shareholders

e Date: , 2015
e Time: 5:30 p.m., local time
e Place: Siuslaw Bank,

777 Highway 101,
Florence, Oregon

To Siuslaw Financial Group, Inc. Shareholders:

We are pleased to notify you of, and invite you to, a special meeting of shareholders (which we refer to as the “special
meeting”’). At the special meeting, you will be asked to vote on the following matters:

e the approval of the Agreement and Plan of Merger, dated as of August 7, 2014, by and between Banner and
Siuslaw, pursuant to which Siuslaw will merge with and into Banner (which we refer to as the “merger proposal”);

e a proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of the
merger proposal (which we refer to as the “adjournment proposal”); and

¢ any other matters properly brought before the special meeting or any adjournment or postponement of the special
meeting.

Only holders of record of Siuslaw common and preferred stock (‘“‘Siuslaw stock™) as of the close of business on

, 2014 are entitled to notice of, and to vote at, the special meeting and any adjournments or
postponements of the special meeting. Approval of the merger proposal requires the affirmative vote of holders of at
least a majority of the outstanding shares of Siuslaw stock. The adjournment proposal will be approved if a majority
of the votes cast on such proposal at the special meeting is voted in favor of that proposal.

Siuslaw’s board of directors has unanimously approved the merger agreement, has determined that the merger
agreement and the transactions contemplated thereby, including the merger, are advisable and in the best interests of
Siuslaw and its shareholders, and unanimously recommends that Siuslaw shareholders vote “FOR” the merger proposal,
and “FOR” the adjournment proposal.

Your vote is very important. We cannot complete the merger unless Siuslaw’s shareholders approve the merger
proposal.

To ensure your representation at the special meeting, please complete and return the enclosed proxy card or submit
your proxy via the Internet. Whether or not you expect to attend the special meeting in person, please vote
promptly. If you hold your shares in street name through a bank, broker or other nominee and wish to vote your
shares in person at the special meeting, then you must obtain a legal proxy from the holder of record authorizing you
to do so by contacting your bank, broker or other nominee.

In connection with the merger, Siuslaw shareholders will have the opportunity to exercise dissenters’ rights in
accordance with the procedures specified in the Oregon Revised Statutes (“ORS”) 60.554 through 50.594. A copy of
these statutes are is included in the accompanying proxy statement/prospectus as Appendix C. Prior to the vote on the
merger proposal, Siuslaw shareholders who wish to assert dissenters’ rights must notify Siuslaw of their intent to
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dissent. For information on how Siuslaw shareholders may perfect their right to dissent on the merger proposal, see

the section of this proxy statement/prospectus entitled “The Merger —Dissenters’ Rights of Siuslaw Shareholders” on page
54 . A dissenting shareholder who follows the required procedures may receive cash in an amount equal to the fair

value of his or her shares of Siuslaw common stock, plus accrued interest, in lieu of
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the merger consideration provided for under the merger agreement. A shareholder who chooses to dissent pursuant to
the applicable provisions of the ORS may provide the required notice specified therein to Siuslaw’s principal executive
offices at 777 Highway 101, Florence, Oregon 97439.For additional details about dissenters’ rights, please refer to the
“The Merger—Dissenters’ Rights of Siuslaw Shareholders” and Appendix C in the accompanying proxy
statement/prospectus.

We look forward to hearing from you.
By Order of the Board of Directors,
Johan Mehlum
Chairman and Chief Executive Officer

Siuslaw Financial Group, Inc.

Florence, Oregon
,2014

YOUR VOTE IS VERY IMPORTANT

WHETHER OR NOT YOU PLAN TO ATTEND THE SPECIAL MEETING, PLEASE MARK, SIGN AND DATE
THE ENCLOSED PROXY CARD AND PROMPTLY RETURN IT IN THE ENCLOSED ENVELOPE.
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REFERENCES TO ADDITIONAL INFORMATION

This proxy statement/prospectus incorporates important business and financial information about Banner from
documents filed with the Securities and Exchange Commission, or the SEC, that are not included in or delivered with
this proxy statement/prospectus. This information is available to you without charge upon your written or oral request.
You can obtain these documents through the SEC website at http://www.sec.gov, or by requesting them in writing or
by telephone from Banner, as follows:

Banner Corporation
10 South First Avenue
Walla Walla, Washington 99362
Attention: Albert H. Marshall,
Senior Vice President and Corporate
Secretary
(509) 527-3636

You will not be charged for any of these documents that you request. To obtain timely delivery of these documents,
you must request them no later than five business days before the special meeting. This means that Siuslaw
shareholders requesting documents must do so by , 2014, in order to receive them before the special meeting.

You should rely only on the information contained in, or incorporated by reference into, this document. No one has
been authorized to provide you with information that is different from that contained in, or incorporated by reference
into, this document. This document is dated , 201__, and you should assume that the information in this
document is accurate only as of such date. You should assume that the information incorporated by reference into this
document is accurate as of the date of the document that includes such information. Neither the mailing of this
document to Siuslaw shareholders nor the issuance by Banner of shares of Banner stock in connection with the merger
will create any implication to the contrary.

Information on the websites of Banner or Siuslaw, or any subsidiary of Banner or Siuslaw, is not part of this document
or incorporated by reference herein. You should not rely on that information in deciding how to vote.

This document does not constitute an offer to sell, or a solicitation of an offer to buy, any securities, or the solicitation
of a proxy, in any jurisdiction to or from any person to whom it is unlawful to make any such offer or solicitation in
such jurisdiction. Except where the context otherwise indicates, information contained in this document regarding
Banner has been provided by Banner and information contained in this document regarding Siuslaw has been
provided by Siuslaw.

See “Where You Can Find More Information” on page 106 for more details relating to Banner and “The
Companies—Siuslaw” on page 92 for more details relating to Siuslaw.

10
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND THE SPECIAL MEETING

The following are some questions that you may have about the merger and the special meeting, and brief answers to
those questions. We urge you to read carefully the entire proxy statement/prospectus because the information in this
section does not provide all of the information that might be important to you with respect to the merger and the
special meeting. Additional important information is contained in the documents incorporated by reference into this
proxy statement/prospectus. See “Where You Can Find More Information” on page 106 .

Unless the context otherwise requires, throughout this document, “Banner” refers to Banner Corporation, “Siuslaw” refers
to Siuslaw Financial Group, Inc. and “we,” “us” and “our” refers collectively to Banner and Siuslaw.

Q: What is the merger?

A: Banner and Siuslaw have entered into an Agreement and Plan of Merger, dated as of
August 7, 2014 (which we refer to as the “merger agreement”), pursuant to which
Siuslaw will be merged with and into Banner, with Banner continuing as the surviving
corporation (we refer to this transaction as the “merger”’). Immediately following the
merger, Siuslaw’s wholly owned subsidiary bank, Siuslaw Bank, will merge with
Banner’s wholly owned subsidiary bank, Banner Bank (we refer to this transaction as
the “bank merger”’). A copy of the merger agreement is attached to this proxy
statement/prospectus as Appendix A.

Q: Why am I receiving this proxy statement/prospectus?

A: We are delivering this document to you because you are a shareholder of Siuslaw and
you are being asked to vote on the merger and the mergaer agreement at the special
meeting of shareholders. This document is a proxy statement being used by Siuslaw’s
board of directors to solicit proxies of its shareholders in connection with approval of
the merger, approval of the adjournment of the meeting, if necessary, and any other
matters properly presented at the meeting. This document is also a prospectus that is
being delivered to Siuslaw shareholders because Banner is offering shares of its stock
to Siuslaw shareholders in connection with the merger.

The merger cannot be completed unless the shareholders of Siuslaw approve the
merger agreement (which we refer to as the “merger proposal”).

Q: In addition to the merger proposal, what else are Siuslaw shareholders being asked to
vote on?

A: Siuslaw is soliciting proxies from holders of its stock with respect to one additional
proposal; completion of the merger is not conditioned upon approval of this additional
proposal:

a proposal to adjourn the special meeting, if necessary or appropriate, to solicit
additional proxies in favor of the merger proposal (which we refer to as the
“adjournment proposal ”’); and

to consider and vote on any other matters that may properly come before the
special meeting.

14
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Q: What will Siuslaw shareholders receive in the merger?

A:

Each outstanding share of Siuslaw stock (except for dissenting shares) will be converted into the right to receive,
promptly following the completion of the merger, 0.32231 of a share of Banner common stock, and $1.41622
in cash (which we refer to as the “merger consideration”). Immediately prior to the merger, each outstanding share
of Siuslaw preferred stock will automatically convert to one share of Siuslaw common stock and each holder
thereof will receive the same merger consideration as the other Siuslaw common shareholders. Banner will not
issue any fractional shares of Banner common stock in the merger. Siuslaw shareholders who would otherwise
be entitled to a fractional share of Banner common stock upon completion of the merger will instead receive an
amount in cash equal to the fractional share interest multiplied by the average of the volume weighted closing
price (rounded to the nearest one ten thousandth) of Banner common stock on NASDAQ for the ten trading days
immediately preceding the fifth day before the closing date of the merger (which we refer to as the “average
Banner common stock price”).

15
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Although the number of shares of Banner common stock that holders of Siuslaw common stock will receive is
fixed, the market value of the stock portion of the merger consideration will fluctuate with the market price of
Banner common stock and will not be known at the time Siuslaw shareholders vote on the merger agreement.

How does Siuslaw’s board of directors recommend that I vote at the special meeting?

After careful consideration, Siuslaw’s board of directors unanimously recommends that you vote “FOR”
the merger proposal and “FOR” the adjournment proposal.

All of the directors and executive officers of Siuslaw have entered into voting agreements with Banner, pursuant
to which they have agreed to vote all of their shares of Siuslaw common stock "FOR" the merger proposal. For
more information regarding the voting agreements, please see the section entitled "The Merger
Agreement—Voting Agreements" on page 67 .

For a more complete description of Siuslaw's reasons for the merger and the recommendations of the Siuslaw
board of directors, please see the section entitled "The Merger—Siuslaw’s Reasons for the Merger;
Recommendation of Siuslaw’s Board of Directors" beginning on page 35 .

When and where is the special meeting?

The special meeting will be held at the Florence Office, Siuslaw Bank, 777 Highway 101, Florence, Oregon on
, 2015, at 5:30 p.m . local time.

What do I need to do now?

After you have carefully read this proxy statement/prospectus and have decided how you wish your shares to be
voted, please promptly take the steps identified in the following sentences so that your shares are represented
and voted at the special meeting. If you hold your shares in your name as a shareholder of record, you must
complete, sign, date and mail your proxy card in the enclosed return envelope as soon as possible. Alternatively,
you can provide your proxy directing how you want your shares voted through the internet. Information and
applicable deadlines for providing your proxy through the internet is set forth in the enclosed proxy card
instructions. If you hold your shares in “street name” through a bank or broker, you must direct your bank or
broker how to vote in accordance with the instructions you have received from your bank or broker.

Who is entitled to vote?

Holders of record of Siuslaw common stock and preferred stock at the close of business on , 2014,
which is the date that the Siuslaw board of directors has fixed as the record date for the special meeting, are
entitled to vote at the special meeting.

What constitutes a quorum?

The presence at the special meeting, in person or by proxy, of holders of at least a majority of the outstanding
shares of Siuslaw stock entitled to vote at the special meeting will constitute a quorum for the transaction of
business. Abstentions and broker-nonvotes will be treated as shares that are present at the meeting for the

purpose of determining the presence of a quorum.

If my shares are held in “street name” through a bank, broker or other nominee, will my bank, broker or other
nominee vote my shares for me?

16
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No. Your bank, broker or other nominee cannot vote your shares without instructions from you. Please follow
the voting instruction form provided by your bank, broker or other nominee. The effects of failing to instruct
your bank, broker or other nominee how to vote your shares of Siuslaw stock on each of the proposals to be
considered at the special meeting is described below.

17
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What is the vote required to approve each proposal at the special meeting?

Merger proposal: To approve the merger proposal, at least a majority of the Siuslaw stock outstanding and
entitled to vote at the special meeting must be voted in favor of such proposal. If you mark “ABSTAIN” on your
proxy, fail to submit a proxy or fail to vote in person at the special meeting or fail to instruct your bank or broker
how to vote with respect to the merger proposal, it will have the same effect as a vote “AGAINST” the merger
proposal.

Adjournment proposal: To approve the adjournment proposal, more shares of Siuslaw stock present in person
or by proxy at the special meeting must be voted in favor of such proposal than shares voted against the
adjournment proposal. If you mark “ABSTAIN” on your proxy, fail to submit a proxy or fail to vote in person at
the special meeting or fail to instruct your bank or broker how to vote with respect to the adjournment proposal,
it will have no effect on such proposal.

Other matters: To approve action on any other matter properly presented at the meeting, more shares of Siuslaw
stock present in person or by proxy at the special meeting must be voted in favor of such matter than shares
voted against the matter. We are not aware of any other matter that is expected to be brought before the
meeting.

Why is my vote important?

If you do not vote by proxy or in person at the special meeting, it will be more difficult for Siuslaw to obtain the
necessary quorum to hold its special meeting. In addition, your failure to submit a proxy or vote in person, or
failure to instruct your bank or broker how to vote, or abstention from voting will have the same effect as a vote
“AGAINST” the merger proposal at the special meeting. The merger agreement must be approved by the
affirmative vote of the holders of at least a majority of Siuslaw stock entitled to vote at the special meeting.

What happens if I return my proxy but do not indicate how to vote my shares?

If you sign and return your proxy card, but do not provide instructions on how to vote your shares, your shares
will be voted “FOR” approval of the merger proposal and adjournment proposal.

Can I attend the special meeting and vote my shares in person?

Yes. All shareholders of Siuslaw, including shareholders of record and shareholders who hold their shares
through banks, brokers, nominees or any other holder of record, are invited to attend the special

meeting. Holders of record of Siuslaw stock can vote in person at the special meeting. If you wish to vote in
person at the special meeting and if you are a shareholder of record, you should bring the enclosed proxy card
and proof of identity. If you hold your shares in street name through a broker, or beneficially own your shares
through another holder of record, you will need to bring with you and provide to the inspectors of election proof
of identity and a letter from your bank, broker, nominee or other holder of record confirming your beneficial
ownership of common stock as of the record date and authorization for you to vote such shares at the special
meeting (a “legal proxy” from your holder of record). At the appropriate time during the special meeting, the
shareholders present will be asked whether anyone wishes to vote in person. You should raise your hand at this
time to receive a ballot to record your vote. Everyone who attends the special meeting must abide by the rules
distributed at the meeting for the conduct of the meeting.

Can I change my proxy or voting instructions?

18
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Yes. If you are a holder of record of Siuslaw stock, you may revoke your proxy at any time before it is voted by
(1) signing and returning a proxy card with a later date, (2) delivering a written revocation to Siuslaw’s corporate
secretary, (3) attending the special meeting in person and voting by ballot at the special meeting, or (4) voting

by the internet at a later time. Attendance at the special meeting by itself will not automatically revoke your
proxy. A revocation or later-dated proxy received by Siuslaw after the vote is taken at the special meeting will
not affect your previously submitted proxy. Siuslaw’s corporate secretary’s mailing address is: Corporate
Secretary, Siuslaw Financial Group, Inc., P.O. Box 280, Florence, Oregon 97439. If you hold your

19
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shares in “street name” through a bank or broker, you should contact your bank or broker to change your voting
instructions.

Will Siuslaw be required to submit the proposal to approve the merger agreement to its shareholders even if
Siuslaw’s board of directors has withdrawn, modified or qualified its recommendation?

Yes. Unless the merger agreement is terminated before the special meeting, Siuslaw is required to submit the
proposal to approve the merger agreement to its shareholders even if Siuslaw’s board of directors has withdrawn
or modified its recommendation.

What are the U.S. federal income tax consequences of the merger to Siuslaw shareholders?

The merger is intended to qualify as a “reorganization” within the meaning of Section 368(a) of the Internal
Revenue Code of 1986, as amended, or Code. Assuming the merger qualifies as a reorganization, a U.S. holder
of Siuslaw common stock generally will not recognize any gain or loss upon receipt of Banner common stock in
exchange for Siuslaw common stock in the merger, and will recognize gain (but not loss) in an amount not to
exceed any cash received as part of the merger consideration (except with respect to any cash received upon
exercise of dissenters’ rights under Oregon law and in lieu of a fractional share of Banner common stock, as
discussed below under “The Merger—Material U.S. Federal Income Tax Consequences of the Merger—Receipt of
Only Cash Consideration Upon Exercise of Dissenters’ Rights and Cash Received Instead of a Fractional Share
of Banner Common Stock” on page 53 ). It is a condition to the completion of the merger that Banner receive a
written opinion from its counsel to the effect that the merger will qualify as a reorganization within the meaning
of Section 368(a) of the Code.

Are Siuslaw shareholders entitled to dissenter’s rights?

Yes. Under Oregon law, Siuslaw shareholders have the right to dissent from the merger and receive cash for the
fair value of their shares of Siuslaw stock. To perfect dissenters’ rights, a Siuslaw shareholder must send or
deliver a notice to Siuslaw prior to the special meeting and must not vote in favor of the merger. Following the
special shareholders meeting, Banner will deliver a written dissenters’ notice to all shareholders who have
satisfied the statutory provisions described above. Dissenting shareholders who receive the notice must demand
payment and satisfy certain other requirements. In any case, a shareholder electing to dissent must strictly
comply with all the procedures required by Oregon law. These procedures are described later in this document,
and a copy of the relevant provisions of Oregon law is attached as Appendix C. Note that if you return a signed
proxy card without voting instructions or with instructions to vote “FOR” the merger proposal, agreement, your
shares will be automatically voted in favor of the merger agreement and you will lose all dissenters’ rights
available under Oregon law.For further information, see ‘“The Merger—Dissenters’ Rights of Siuslaw Shareholder’
on page 54 .

B

If I am a holder of Siuslaw common or preferred stock in certificated form, should I send in my Siuslaw stock
certificates now?

No. Please do not send in your Siuslaw stock certificates with your proxy. After the merger, an exchange agent
will send you instructions for exchanging Siuslaw stock certificates for the merger consideration. See “The

Merger Agreement—Exchange of Stock Certificates” on page 58 .

What should I do if I hold my shares of Siuslaw common or preferred stock in book-entry form?
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A:  You are not required to take any special additional actions if your shares of Siuslaw stock are held in book-entry
form. After the completion of the merger, an exchange agent will send you instructions for exchanging your
shares for the merger consideration. See “The Merger Agreement—Exchange of Stock Certificates” on page 58 .

21



Edgar Filing: BANNER CORP - Form S-4/A

Whom may I contact if I cannot locate my Siuslaw stock certificate(s)?

If you are unable to locate your original Siuslaw stock certificate(s), you should contact OTR Transfer, Siuslaw’s
transfer agent, at (503) 225-0375.

What should I do if I receive more than one set of voting materials?

Siuslaw shareholders may receive more than one set of voting materials, including multiple copies of this proxy
statement/prospectus and multiple proxy cards or voting instruction cards. For example, if you hold shares

of Siuslaw stock in more than one brokerage account, you will receive a separate voting instruction card for
each brokerage account in which you hold such shares. If you are a holder of record of Siuslaw stock and your
shares are registered in more than one name, you will receive more than one proxy card. Please complete, sign,
date and return each proxy card and voting instruction card that you receive or otherwise follow the voting
instructions set forth in this proxy statement/prospectus to ensure that you vote every share of Siuslaw stock that
you own.

When do you expect to complete the merger?

Banner and Siuslaw expect to complete the merger in the first quarter of 2015 . However, neither Banner nor
Siuslaw can assure you of when or if the merger will be completed. Siuslaw must obtain the approval of the
merger agreement by its shareholders and the parties must obtain necessary regulatory approvals and satisfy
certain other closing conditions.

What happens if the merger is not completed?

If the merger is not completed, holders of Siuslaw stock will not receive any consideration for their shares in
connection with the merger. Instead, Siuslaw will remain an independent company. In addition, if the merger
agreement is terminated in certain circumstances, a termination fee may be required to be paid by Siuslaw. See
“The Merger Agreement—Termination of the Merger Agreement” on page 65 for a complete discussion of the
circumstances under which a termination fee would be required to be paid.

Whom should I call with questions?

If you have any questions concerning the merger or this proxy statement/prospectus, would like additional
copies of this proxy statement/prospectus, or need help voting your shares of Siuslaw stock, please contact
Lonnie Tholts, Corporate Secretary, at (541) 997-3486, or Johan Mehlum, Chairman, at 541-342-4000.

What if I sell my shares prior to closing the merger?

Unless you are the record or beneficial holder of shares as of the effective date of the
merger, you will not receive merger consideration at the time the merger is completed.

Will I continue to receive quarterly dividends on my Siuslaw stock?
The merger agreement provides that Siuslaw may declare and pay quarterly dividends
in keeping with past practice. The merger agreement further provides that dividends

for the quarter in which closing occurs will be declared and paid on the same dates that
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Banner declares and pays its regular quarterly dividend so as to ensure that Siuslaw
shareholders receive dividends consistent with past practice but do not receive
dividends from both companies in the same quarter.

23



Edgar Filing: BANNER CORP - Form S-4/A

SUMMARY

This summary highlights selected information from this proxy statement/prospectus and may not contain all of the
information that is important to you. You should carefully read this entire document, including the appendices, and the
other documents to which this document refers to fully understand the merger and the related transactions. A list of
the documents incorporated by reference appears on page 106 under “Where You Can Find More Information.”

The Merger and the Merger Agreement (pages 33 and 57 )

The terms and conditions of the merger are contained in the merger agreement, which is attached to this proxy
statement/prospectus as Appendix A. We encourage you to read the merger agreement carefully, as it is the legal
document that governs the merger.

In the merger, Siuslaw will merge with and into Banner, with Banner as the surviving corporation (we refer to this
transaction as the “merger”). Immediately following the merger, Siuslaw’s wholly owned subsidiary bank, Siuslaw
Bank, will merge with Banner’s wholly owned subsidiary bank, Banner Bank (we refer to this transaction as the “bank
merger”).

In the Merger, Holders of Siuslaw Stock Will Receive Shares of Banner Common Stock and Cash (page 57 )

If the merger is completed, each outstanding share of Siuslaw common stock will be converted into the right to
receive, promptly following the completion of the merger, 0.32231 of a share of Banner common stock and $1.41622
in cash (which we refer to as the “merger consideration”). Banner will not issue any fractional shares of Banner
common stock, in the merger. Siuslaw shareholders who would otherwise be entitled to a fractional share of Banner
common stock upon completion of the merger will instead receive an amount in cash equal to the fractional share
interest multiplied by the average of the volume weighted closing price (rounded to the nearest one ten thousandth) of
Banner common stock on NASDAQ for the ten trading days immediately preceding the fifth day before the closing
date of the merger (which we refer to as the “average Banner common stock price”). Immediately prior to the merger,
each outstanding share of Siuslaw preferred stock will automatically convert to one share of Siuslaw common stock
and holders thereof will receive the same merger consideration as the other Siuslaw common shareholders. For
example, if you hold 1,001 shares of Siuslaw stock, then for the stock portion of the merger consideration, you will
receive 322 shares of Banner common stock and a cash payment instead of the 0.6323 fractional share of Banner
common stock that you otherwise would have received (1,001 shares x 0.32231 = 322.6323 shares), and for the cash
portion of the merger consideration, you will receive a cash payment of $1,417.64 (1,001 x $1.41622). Banner’s
common stock is listed on NASDAQ under the symbol “BANR”. The following table shows the closing sale prices of
Banner common stock and Siuslaw common stock as reported on NASDAQ and the Over the Counter OTCQB,
respectively, on August 7, 2014, immediately prior to the public announcement of the merger agreement, and on ____,
2014, the last practicable trading day before the printing of this proxy statement/prospectus. This table also shows the
implied value of the merger consideration payable for each share of Siuslaw stock, calculated by multiplying the
closing price of Banner common stock on those dates by the exchange ratio of 0.32231 for the stock portion of the
merger consideration, and adding to that amount $1.41622 for the cash portion of the merger consideration.

Implied Value of
Merger
Consideration for
One Share of
Banner Siuslaw Siuslaw
Date Closing Price Closing Price Common Stock
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$ $

$14.03
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Siuslaw Will Hold its Special Meeting on , 2015 (page 29)

The special meeting of Siuslaw shareholders will be held on , 2015, at 5:30 p.m. local time, at the
Florence Office, Siuslaw Bank, 777 Highway 101, Florence, Oregon. At the special meeting, holders of Siuslaw stock
will be asked to:

* approve the merger agreement (which we refer to as the “merger proposal’);

* approve a proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of
the merger proposal (which we refer to as the “adjournment proposal”); and

* consider and vote on any other matters that may properly come before the special meeting.

Only holders of record of Siuslaw stock at the close of business on _____, 2014 will be entitled to vote at the
special meeting. Each share of Siuslaw stock is entitled to one vote on each proposal to be considered at the special
meeting. As of the record date, there were 4,095,421 shares of Siuslaw stock, consisting of 3,992,937 shares of
common stock and 102,484 shares of Siuslaw preferred stock, entitled to vote at the special meeting. As of the record
date, the directors and executive officers of Siuslaw and their affiliates beneficially owned and were entitled to vote
approximately 985,000 shares of Siuslaw common stock representing approximately 24.7% of the shares of Siuslaw
common stock outstanding on that date, which shares are subject to the voting agreements described below.

Concurrent with the execution of the merger agreement, each of Siuslaw’s directors and executive officers entered into
a voting agreement with Banner under which he or she generally has agreed (1) to vote or cause to be voted in favor of
the merger proposal, all shares of Siuslaw common stock over which he or she is the record or beneficial owner and
(2) subject to limited exceptions, not to sell or otherwise dispose of shares of Siuslaw common stock he or she
beneficially owned as of the date of the voting agreement until after the approval of the merger proposal by the
shareholders of Siuslaw. For additional information regarding the voting agreements, see “The Merger
Agreement—Voting Agreements” on page 67 .

To approve the merger proposal, at least a majority of the shares of Siuslaw stock outstanding and entitled to vote at

the special meeting must be voted in favor of such proposal. To approve the the adjournment proposal, more shares of
Siuslaw stock present in person or by proxy at the special meeting must be voted in favor of such proposal than shares
voted against the adjournment proposal. If you mark “ABSTAIN” on your proxy, fail to submit a proxy or fail to vote in
person at the special meeting or fail to instruct your bank or broker how to vote with respect to the merger proposal, it
will have the same effect as a vote “AGAINST” the merger proposal. If you mark “ABSTAIN” on your proxy, fail to
submit a proxy or fail to vote in person at the special meeting or fail to instruct your bank or broker how to vote with
respect to the adjournment proposal, it will have no effect on the adjornment proposal.

Siuslaw’s Board of Directors Unanimously Recommends that Siuslaw Shareholders Vote “FOR” the Approval of the
Merger Proposal and the Other Proposals Presented at the Special Meeting (page 29 )

After careful consideration, Siuslaw’s board of directors has determined that the merger, the merger agreement and the
transactions contemplated by the merger agreement are advisable and in the best interests of Siuslaw and its

shareholders and has unanimously approved the merger agreement. Siuslaw’s board of directors unanimously

recommends that shareholders vote “FOR” the approval of the merger proposal and “FOR” any other proposal presented at
the special meeting. For the factors considered by Siuslaw’s Board of Directors in reaching its decision to approve the
merger agreement, see “The Merger—Siuslaw’s Reasons for the Merger; Recommendation of Siuslaw’s Board of Directors’
on page 35 .

)

Opinion of Siuslaw’s Financial Advisor (page 39 and Appendix B)
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In connection with its consideration of the merger, on August 7, 2014, the Siuslaw board of directors received
financial advice and presentations regarding the financial aspects of the merger from Sandler O’Neill & Partners, L.P.
(which we refer to as “Sandler”), and on August 7, 2014, received Sandler’s oral opinion, which
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opinion was confirmed by delivery of a written opinion, dated August 7, 2014, to the effect that, as of such date and
based upon and subject to the various factors, assumptions and limitations set forth in its opinion, the merger
consideration was fair, from a financial point of view, to the holders of Siuslaw common stock. The full text of
Sandler’s written opinion is attached as Appendix B to this proxy statement/ prospectus. You should read the entire
opinion for a discussion of, among other things, the assumptions made, procedures followed, matters considered and
limitations on the review undertaken by Sandler in rendering its opinion. Sandler’s written opinion is addressed to the
Siuslaw board of directors, is directed only to the merger consideration to be received by the Siuslaw common
shareholders and does not constitute a recommendation to any Siuslaw shareholder as to how such shareholder should
vote with respect to the merger or any other matter.

Material U.S. Federal Income Tax Consequences of the Merger (page 50 )

The merger is intended to qualify as a reorganization within the meaning of Section 368(a) of the Code. Assuming the
merger qualifies as a reorganization, a U.S. holder of Siuslaw stock generally will not recognize any gain or loss upon
receipt of Banner common stock in exchange for Siuslaw stock in the merger, and will recognize gain (but not loss) in

an amount not to exceed any cash received as part of the merger consideration (except with respect to any cash

received upon exercise of dissenters’ rights under Oregon law and in lieu of a fractional share of Banner common

stock, as discussed under “The Merger—Material U.S. Federal Income Tax Consequences of the Merger—Receipt of Only
Cash Consideration Upon Exercise of Dissenters’ Rights and Cash Received Instead of a Fractional Share of Banner
Common Stock” on page 53 ). It is a condition to the completion of the merger that Banner receive a written opinion

from its counsel to the effect that the merger will qualify as a reorganization within the meaning of Section 368(a) of

the Code.

For further information, see “The Merger—Material U.S. Federal Income Tax Consequences of the Merger” on page 50 .

The U.S. federal income tax consequences described above may not apply to all holders of Siuslaw stock. Your tax
consequences will depend on your individual situation. Accordingly, we strongly urge you to consult your
independent tax advisor for a full understanding of the particular tax consequences of the merger to you.

Holders of Siuslaw Stock Have Dissenters’ Rights in Connection with the Merger (see page 54 )

Under Oregon law, Siuslaw shareholders have the right to dissent from the merger and receive cash equal to the fair
value of their Siuslaw shares instead of receiving the merger consideration. To perfect dissenters’ rights, a Siuslaw
shareholder must send or deliver a notice to Siuslaw prior to the special meeting and must not vote in favor of the
merger. Following the special shareholders meeting, Banner will deliver a written dissenters’ notice to all shareholders
who have satisfied the statutory provisions described above. Dissenting shareholders who receive the notice must
demand payment and satisfy certain other requirements. A shareholder electing to dissent must strictly comply with all
the procedures required by Oregon law. Please read “The Merger—Dissenters’ Rights of Siuslaw Shareholders” on page
54 and Appendix C to this proxy statement/prospectus for additional information.

Siuslaw’s Executive Officers and Directors Have Financial Interests in the Merger that Differ from Your Interests
(page 55)

Siuslaw shareholders should be aware that some of Siuslaw’s directors and executive officers have interests in the
merger and have arrangements that are different from, or in addition to, those of Siuslaw shareholders generally.
Siuslaw’s directors and executive officers will be entitled to indemnification by Banner with respect to claims arising
from matters occurring at or prior to the effective time of the merger and to coverage under a directors’ and officers’
liability insurance policy for four years after the merger. At Siuslaw’s option, Siuslaw may, in lieu of the foregoing (or,
if requested by Banner, Siuslaw shall) purchase prior to the effective time of the merger, a prepaid "tail" policy
providing single limit equivalent coverage to that described in the preceding sentence for a premium not to exceed an
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amount equal to 200% of the annual premium most recently paid by Siuslaw for its current officers’ and directors’
liability insurance policy. In addition, Banner has agreed to assume and honor all obligations under existing salary
continuation agreements with Siuslaw’s Chairman of the Board Johan Mehlum, Siuslaw Bank's Chief Executive
Officer Lonnie Iholts, and Siuslaw Bank's Chief Financial Officer Carl Hultenberg,

8
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and in the case of Messrs. Iholts and Mehlum, deferred compensation and split-dollar life insurance agreements.
Banner also will honor the deferred compensation agreement with Director F. David Crowell. In addition, Messrs.
Mehlum, Tholts and Hultenberg will receive an additional cash bonus in anticipation of the transaction and in lieu of
other severance to be paid to employees under Siuslaw’s severance plan. Each of Siuslaw's directors and Messrs.
Mehlum, Iholts and Hultenberg entered into a non-solicitation agreement with Banner, which prohibits the individual
from soliciting employees to terminate employment by Banner, or from engaging in the sale or marketing of any
financial institution products or services, insurance products, investment products (other than real estate investment
products), investment advisory services (other than real estate advisory services) or investment brokerage services to
customers of Siuslaw or Banner for a period of two years following completion of the merger. Siuslaw’s board of
directors was aware of these interests and considered these interests, among other matters, when making its decision to
approve the merger agreement, and in recommending that Siuslaw shareholders vote in favor of approving the merger
agreement.

For a more complete description of these interests, see “The Merger—Interests of Siuslaw Directors and Executive
Officers in the Merger” on page 55 .

Regulatory Approvals

Under applicable law, the merger must be approved by the Board of Governors of the Federal Reserve System, or
Federal Reserve Board, and the bank merger must be approved by the Federal Deposit Insurance Corporation, or
“FDIC”, the Washington State Department of Financial Institutions, Division of Banks, or “DFI”, and the Oregon
Division of Finance and Corporate Securities, or “Oregon Divison”. The U.S. Department of Justice may also review
the impact of the merger and the bank merger on competition.

We have filed all of the required applications, including a request for a waiver from the Federal Reserve Board of its
application requirements that would apply to this merger. Banner received approval of the bank merger from the

DFI, Oregon Division and the FDIC on September 22, 2014, October 16, 2014 and October 21, 2014, respectively.

On November 3, 2014, the Federal Reserve Board granted a waiver of its application requirements. See “The Merger
Agreement—Conditions to Completion of the Merger” on page 64 .

Conditions that Must be Satisfied or Waived for the Merger to Occur (page 64 )

As more fully described in this proxy statement/prospectus and in the merger agreement, the completion of the merger
depends on a number of conditions being satisfied or, where legally permitted, waived. These conditions include:

e the approval of the merger proposal by Siuslaw shareholders;
e the authorization for listing on NASDAQ of the shares of Banner common stock to be issued in the merger;

¢ the receipt of all required regulatory approvals without the imposition of any unduly burdensome conditions upon
Banner following the merger or upon Banner Bank following the bank merger;

e the effectiveness of the registration statement on Form S-4 of which this proxy statement/prospectus is a part;

e the absence of any stop order, injunction, decree or law preventing or making illegal the completion of the merger
or the bank merger;

e subject to the standards set forth in the closing conditions in the merger agreement, the accuracy of the

representations and warranties of Banner and Siuslaw on the date of the merger agreement and the closing date of
the merger;
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performance in all material respects by each of Banner and Siuslaw of its obligations under the merger agreement;

e receipt by Siuslaw of third party consents to the merger;
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® receipt by Banner of an opinion from its counsel as to certain U.S. federal income tax matters; and

® as an additional condition to Banner’s obligation to complete the merger, the shares of Siuslaw common stock
whose holders have perfected dissenters’ rights under Oregon law shall be less than ten percent of the total number
of outstanding shares of Siuslaw common stock.

We expect to complete the merger in the fourth quarter of 2014. No assurance can be given, however, as to when, or
if, the conditions to the merger will be satisfied or waived, or that the merger will be completed.

Non-Solicitation (page 61 )

Siuslaw has agreed that it generally will not solicit or encourage any inquiries or proposals regarding any
acquisition proposals by third parties. Siuslaw may respond to an unsolicited proposal if the board of directors of
Siuslaw determines that the proposal constitutes or is reasonably likely to result in a transaction that is more favorable
from a financial point of view to Siuslaw’s shareholders than the merger and that the board’s failure to respond would
result in a violation of its fiduciary duties. Siuslaw must promptly notify Banner if it receives any acquisition
proposals.

Termination of the Merger Agreement (page 65 )

The merger agreement can be terminated at any time prior to completion of the merger in the following
circumstances:

* by mutual written consent of Banner and Siuslaw;

* by either Banner or Siuslaw if any governmental entity that must grant a requisite regulatory approval has denied
approval of the merger or bank merger and such denial has become final and non-appealable or any governmental
entity of competent jurisdiction has issued a final non-appealable order, injunction or decree permanently enjoining
or otherwise prohibiting or making illegal the consummation of the merger or bank merger, unless the failure to
obtain a requisite regulatory approval is due to the failure of the party seeking to terminate the merger agreement to
perform or observe its covenants and agreements under the merger agreement;

* by either Banner or Siuslaw if the merger has not been completed on or before March 31, 2015 (which we refer to as
the “termination date”), unless the failure of the merger to be completed by that date is due to the failure of the party
seeking to terminate the merger agreement to perform or observe its covenants and agreements under the merger
agreement;

* by either Banner or Siuslaw (provided that the terminating party is not then in material breach of any representation,
warranty, covenant or other agreement contained in the merger agreement) if there is a breach of any of the
covenants or agreements or any of the representations or warranties set forth in the merger agreement on the part of
the other party which either individually or in the aggregate would constitute, if occurring or continuing on the
closing date the merger, the failure of a closing condition of the terminating party and which is not cured within
20 days following written notice to the party committing such breach, or by its nature or timing cannot be cured
during such period (or such fewer days as remain prior to the termination date);

* by Banner, if the board of directors of Siuslaw fails to recommend in this proxy statement/prospectus that its
shareholders approve the merger proposal, or the Siuslaw board withdraws, modifies or makes or causes to be made
any third party or public communication proposing or accouncing an intention to modify or withdraw such
recommendation in any manner adverse to Banner, or Siuslaw materially breaches any of its obligations relating to
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third party acquisition proposals;

10

by either Banner or Siuslaw, if Siuslaw does not obtain shareholder approval of the merger proposal at the special
meeting; or
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* Dby Siuslaw prior to Siuslaw obtaining shareholder approval of the merger proposal in order to enter into a
definitive acquisition agreement with respect to a superior proposal. A superior proposal means a third party
unsolicited tender or exchange offer, merger or consolidation or other business combination involving
Siuslaw or Siuslaw Bank or any third party unsolicited proposal to acquire at least a majority of the voting
power in, or at least a majority of the fair market value of the business, assets or deposits of, Siuslaw or
Siuslaw Bank that the board of directors of Siuslaw concludes in good faith is more favorable to the
shareholders of Siuslaw than the merger proposal after considering a variety of factors and the advice of
outside advisors

Termination Fee (page 65 )

Set forth below are the termination events that would result in Siuslaw being obligated to pay Banner a $2.3
million termination fee.

* a termination by Banner based on (i) the board of directors of Siuslaw either failing to continue its recommendation
that the Siuslaw shareholders approve the merger proposal or adversely changing such recommendation or
(i1) Siuslaw materially breaching the provisions of the merger agreement relating to third party acquisition
proposals;

* atermination by Siuslaw prior to it obtaining shareholder approval of the merger proposal in order to enter into a
definitive acquisition agreement with respect to a superior proposal; or

* a termination by either party as a result of the failure of Siuslaw’s shareholders to approve the merger proposal and
if, prior to such termination, there is publicly announced a proposal for a tender or exchange offer, for a merger or
consolidation or other business combination involving Siuslaw or Siuslaw Bank or for the acquisition of a majority
of the voting power in, or a majority of the fair market value of the business, assets or deposits of, Siuslaw or
Siuslaw Bank and, within one year of the termination, Siuslaw or Siuslaw Bank either enters into a definitive
agreement with respect to an acquisition proposal or consummates an acquisition proposal.

In the event of a willful and material breach of the merger agreement by Siuslaw that would entitle Banner to the
termination fee, Banner is not required to accept the termination fee from Siuslaw and may pursue alternate relief
against Siuslaw.

The Rights of Siuslaw Shareholders Will Change as a Result of the Merger (page 95)

The rights of Siuslaw shareholders will change as a result of the merger due to differences in Banner’s and Siuslaw’s
governing documents. The rights of Siuslaw shareholders are governed by Oregon law and Banner’s shareholders are
governed by Washington law and by Siuslaw’s and Banner’s respective articles of incorporation and bylaws, each as
amended to date. Upon the completion of the merger, Siuslaw shareholders will become shareholders of Banner, as
the continuing legal entity in the merger, and the rights of Siuslaw shareholders will therefore be governed by
Washington law and by Banner’s articles of incorporation and bylaws.

See “Comparison of Shareholder Rights” on page 95 for a description of the material differences in shareholder rights
under each of the Banner and Siuslaw governing documents.

Information About the Companies (page 91)
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Banner Corporation

Banner is a bank holding company incorporated in the State of Washington. It is primarily engaged in the business of
planning, directing and coordinating the business activities of its 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 September 30, 2014, its 90 branch offices, including 60 offices located in
Washington, 21 offices located in Oregon and nine offices located in Idaho. Islanders Bank is also a
Washington-chartered commercial bank that conducts business from three locations in San Juan County,
Washington. Banner is subject to regulation by the the Federal Reserve Board.

11
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Banner’s principal office is located at10 South First Avenue, Walla Walla, Washington 99362, and its telephone
number is (509) 527-3636. Banner’s common stock is listed on NASDAQ under the symbol “BANR.”

As of September 30, 2014, on a consolidated basis, Banner had total assets of $4. 76 billion, deposits of $3. 99
billion, and shareholders’ equity of $ 574.06 million.

On November 5, 2014, Banner, SKBHC Holdings LLC, or SKBHC, and Starbuck Bancshares, Inc., the holding
company for AmericanWest Bank, collectively “AmericanWest”, announced the signing of a definitive agreement for
Banner to acquire AmericanWest, headquartered in Spokane Washington. AmericanWest is a business focused
community bank offering commercial and business banking, mortgage lending, treasury management products and a
full line of consumer products and services. AmericanWest currently operates 94 branches in California, Washington,
Idaho, Oregon and Utah. As of September 30, 2014, AmericanWest had total assets of $4.1 billion, deposits of $3.2
billion, $2.6 billion of gross loans, and members’ equity of $561 million. The combined company, including Siuslaw,
will be a community bank with over $9.7 billion in assets, $6.8 billion in loans, $8.0 billion in deposits, and
approximately 190 branches across five western states while ranking in the top four by deposit share among regional
banks in Washington and Oregon. The combined company will benefit from a diversified geography with significant
growth opportunities, including nine of the top Western Metropolitan Statistical Areas by population, making Banner
the 12th largest publicly-owned bank headquartered in the Western United States. Following the merger, Banner will
continue to be led by Mark J. Grescovich as President and Chief Executive Officer. Five representatives from
AmericanWest will join the Banner Board of Directors at closing, increasing the total number of directors to 17.

The transaction was approved by the board of directors of each of Banner and AmericanWest and is expected to close
in the second quarter of 2015. Completion of the transaction is subject to customary closing conditions, including the
receipt of required regulatory approvals and the approval of Banner’s shareholders. Under the terms of the agreement,
the aggregate consideration to be received by AmericanWest equityholders will consist of a fixed amount of 13.23
million shares of Banner common stock and $130.0 million in cash. Upon completion of the transaction, such shares
will represent an approximately 38.8% pro forma ownership interest in Banner, assuming completion of the merger
with Siuslaw. Based on the closing price of Banner common stock on November 4, 2014, the aggregate value of the
transaction is approximately $702 million.

On October 15, 2014, AmericanWest and Bank of Sacramento announced the execution of a definitive agreement for
AmericanWest to acquire the Bank of Sacramento through a merger of Greater Sacramento Bancorp or “GSB”, the
holding company for Bank of Sacramento, into an affiliate of AmericanWest. Bank of Sacramento provides
commercial banking services to small and medium sized businesses, professionals and individuals in the greater
Sacramento, California area through its four branches. As of September 30, 2014, GSB had total assets of $481
million, loans of $273 million, deposits of $410 million, and shareholders’ equity of $39 million. The transaction was
approved by the board of directors of each of AmericanWest and GSB. Completion of the transaction is subject to
customary closing conditions, including the receipt of required regulatory approvals and the approval of GSB’s
shareholders. Under the terms of the definitive agreement, at closing, shareholders of GSB will receive $22.05 in cash
in exchange for each share, or $60 million in the aggregate, subject to possible reduction in certain circumstances. The
transaction is expected to close in the first half of 2015. The proposed merger with AmericanWest is not conditioned
on the closing of this transaction.

Additional information about Banner and its subsidiaries is included in documents incorporated by reference in this
proxy statement/prospectus. See “Where You Can Find More Information” on page 106 .

Siuslaw Financial Group, Inc.

Siuslaw Financial Group. Inc. is headquartered in Florence, Oregon and is the parent company of Siuslaw Bank, a
state-chartered commercial bank and member of the Federal Reserve System, which was organized in 1963 and
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opened in 1964 and operates ten branch offices in Lane County, including a significant presence in the greater Eugene,

Oregon market. At September 30, 2014, Siuslaw had $ 399 million in assets, $ 250 million in loans and $ 347 million
in deposits.
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Siuslaw’s principal office is located at 777 Highway 101, Florence, Oregon, 97439, and its telephone number is (541)
997-3486. Siuslaw’s common stock is listed on the Over the Counter OTCQB under the symbol “SFGP.”

For additional information about Siuslaw and its subsidiaries, see “The Companies—Siuslaw” on page 92 .

Siuslaw Shareholders Should Wait to Surrender Their Stock Certificates Until After the Merger

To receive your merger consideration, you will need to surrender your Siuslaw stock certificates. If the merger is
completed, the exchange agent appointed by Banner will send you written instructions for exchanging your stock
certificates. The exchange agent will be Computershare Trust Company, N.A., Banner’s stock transfer agent, or an
unrelated bank or trust company reasonably acceptable to Siuslaw.

Please do not send in your certificates until you receive these instructions.

Risk Factors (page 14)

You should consider all the information contained in or incorporated by reference into this proxy statement/prospectus

in deciding how to vote for the proposals presented in the proxy statement/prospectus. In particular, you should
consider the factors under “Risk Factors” on page 14 .
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RISK FACTORS

In addition to general investment risks and the other information contained in or incorporated by reference into this
proxy statement/prospectus, including the matters addressed under the caption “Cautionary Statement Regarding
Forwarding-Looking Statements” on page 20 and the discussion under “Risk Factors” in Banner’s Annual Report on
Form 10-K for the year ended December 31, 2013, you should carefully consider the following risk factors in deciding
how to vote your shares. You should also consider the other documents incorporated by reference into this proxy
statement/prospectus. See “Where You Can Find More Information” on page 106 .

Because the market price of Banner common stock will fluctuate, holders of Siuslaw stock cannot be certain of the
market value of the stock portion of the merger consideration they will receive.

Upon completion of the merger, each outstanding share of Siuslaw stock will be converted into the right to receive
0.32231 of a share of Banner common stock and $1.41622 in cash. Although the number of shares of Banner
common stock that holders of Siuslaw stock will receive is fixed, the market value of the stock portion of the merger
consideration will fluctuate with the market price of Banner common stock. Accordingly, any change in the market
price of Banner common stock prior to the completion of the merger will affect the market value of the stock portion
of the merger consideration that holders of Siuslaw stock will receive upon completion of the merger, and there will
be no adjustment to the merger consideration for changes in the market price of either shares of Banner common stock
or shares of Siuslaw stock. Stock price changes may result from a variety of factors that are beyond the control of
Banner and Siuslaw, including, but not limited to, general market and economic conditions, changes in our respective
businesses, operations and prospects and regulatory considerations. Therefore, if you are a holder of Siuslaw stock,
you will not know at the time of the special meeting the precise market value of the merger consideration you will
receive at the effective time of the merger. You should obtain current market quotations for shares of Banner common
stock and for shares of Siuslaw stock.

The market price of Banner common stock after the merger may be affected by factors different from those affecting
the shares of Siuslaw or Banner currently.

Upon completion of the merger, holders of Siuslaw stock will become holders of Banner common stock. Banner’s
business differs in important respects from that of Siuslaw, and, accordingly, the results of operations of the combined
company and the market price of Banner common stock after the completion of the merger may be affected by factors
different from those currently affecting the independent results of operations of each of Banner and Siuslaw. For a
discussion of the businesses of Banner and of some important factors to consider in connection with those businesses,
see the documents incorporated by reference in this proxy statement/prospectus and referred to under “Where You Can
Find More Information” on page 106 .

Regulatory approvals may not be received, may take longer than expected or may impose conditions that are not
presently anticipated or that could have an adverse effect on the combined company following the merger.

Before the merger and the bank merger may be completed, Banner and Siuslaw must obtain approvals from the
Federal Reserve Board (or a waiver), the FDIC, the DFI and the Oregon Division. Banner received approval for the
bank merger from the DFI, the Oregon Division and the FDIC on September 22, 2014, October 16, 2014 and October
21, 2014, respectively. On November 3, 2014, the Federal Reserve Board granted a waiver of its application
requirements. Other approvals, waivers or consents from regulators may also be required. An adverse development in
either party’s regulatory standing or other factors could result in an inability to obtain approvals or delay their receipt.
These regulators may impose conditions on the completion of the merger or the bank merger or require changes to the
terms of the merger or the bank merger. Such conditions or changes could have the effect of delaying or preventing
completion of the merger or the bank merger or imposing additional costs on or limiting the revenues of the combined
company following the merger and the bank merger, any of which might have an adverse effect on the combined
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company following the merger. See “The Merger—Regulatory Approvals” on page 54 .
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Siuslaw’s shareholders will have less influence as shareholders of Banner than as shareholders of Siuslaw.

Siuslaw’s shareholders currently have the right to vote in the election of the board of directors of Siuslaw and on other
matters affecting Siuslaw. Following the merger, the shareholders of Siuslaw as a group will own approximately
6.3% of Banner, and after giving effect to the merger of Banner with AmericanWest, the shareholders of Siuslaw as a
group will own approximately 3.9% of Banner, assuming in each scenario that no Siuslaw shareholder exercises
dissenter’s rights. When the merger occurs, each Siuslaw shareholder, other than those that exercise dissenters’ rights,
will become a shareholder of Banner with a percentage ownership of the combined organization much smaller than
such shareholder’s percentage ownership of Siuslaw. In addition, no member of Siuslaw's board of directors will join
Banner's board of directors following the merger. Because of this, Siuslaw’s shareholders will have less influence on
the management and policies of Banner than they now have on the management and policies of Siuslaw.

The fairness opinion obtained by Siuslaw from its financial advisor will not reflect changes in circumstances
subsequent to the date of the fairness opinion.

Sandler, Siuslaw’s financial advisor in connection with the merger, has delivered to the board of directors of Siuslaw
its opinion dated as of August 7, 2014, that as of such date, and based upon and subject to the factors and assumptions
set forth therein, the merger consideration to be paid to the holders of the outstanding shares of Siuslaw common stock
pursuant to the merger agreement was fair from a financial point of view to such holders. The opinion does not reflect
changes that may occur or may have occurred after the date of the opinion, including the proposed merger with
AmericanWest, changes to the operations and prospects of Banner or Siuslaw, changes in general market and
economic conditions or regulatory or other factors. Any such changes, or changes in other factors on which the
opinion is based, may materially alter or affect the relative values of Banner and Siuslaw. The fairness opinion will
not be updated as of the date of the mailing of the proxy statement.

Siuslaw will be subject to business uncertainties and contractual restrictions while the merger is pending.

Banner and Siuslaw have operated and, until the completion of the merger, will continue to operate,

independently. Uncertainty about the effect of the merger on employees and customers may have an adverse effect on
Siuslaw and consequently on Banner. These uncertainties may impair Siuslaw’s ability to attract, retain or motivate
key personnel until the merger is consummated, and could cause customers and others that deal with Siuslaw to seek
to change existing business relationships with Siuslaw. Retention of certain employees may be challenging during the
pendency of the merger, as certain employees may experience uncertainty about their future roles with Banner. If key
employees depart because of issues relating to the uncertainty and difficulty of integration or a desire not to remain
with Banner, Banner’s business following the merger could be harmed. In addition, the merger agreement restricts
Siuslaw from making certain acquisitions and taking other specified actions until the merger occurs without the
consent of Banner. These restrictions may prevent Siuslaw from pursuing attractive business opportunities that may
arise prior to the completion of the merger. Please see the section entitled “The Merger Agreement—Conduct of Business
Pending the Merger” on page 59 for a description of the restrictive covenants to which Siuslaw is subject.

Banner may fail to realize all of the anticipated benefits of the merger.

The success of the merger will depend on, among other things, Banner’s ability to realize anticipated cost savings and
to combine the businesses of Banner and Siuslaw in a manner that does not materially disrupt the existing customer
relationships of our companies or result in decreased revenues from our customers. If Banner is not able to
successfully achieve these objectives, the anticipated benefits of the merger may not be realized fully, if at all, or may
take longer to realize than expected.

It is possible that the integration process could result in the loss of key employees, the disruption of each company’s
ongoing businesses or inconsistencies in standards, controls, procedures and policies that adversely affect our ability
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to maintain relationships with clients, customers, depositors and employees or to achieve the anticipated benefits of
the merger. Integration efforts between the companies will also divert management attention and resources. Any such
distraction on the part of management, if significant, could affect Banner’s ability to

15

42



Edgar Filing: BANNER CORP - Form S-4/A

service existing business and develop new business and adversely affect the business and earnings of Banner during
the transition period and on the combined company following completion of the merger.

The value of Banner common stock after the merger may be affected by factors different from those currently
affecting the values of Banner common stock or Siuslaw stock.

The $2.3 million termination fee and the restrictions on solicitation contained in the merger agreement may discourage
others from trying to acquire Siuslaw.

Until the completion of the merger, with some exceptions, Siuslaw is prohibited from soliciting, initiating,

encouraging or participating in any discussion of or otherwise considering any inquiries or proposals that may lead to

an acquisition proposal, such as a merger or other business combination transaction, with any person other than

Banner. In addition, Siuslaw has agreed to pay a $2.3 million termination fee to Banner in specified circumstances
including involving Siulaw’s failure to abide by certain obligations not to solicit acquisition proposals. These

provisions could discourage other companies from trying to acquire Siuslaw even though those other companies might

be willing to offer greater value to Siuslaw’s shareholders than Banner has offered in the merger. The payment of the
termination fee could also have an adverse effect on Siuslaw’s financial condition. See “The Merger
Agreement—Agreement Not to Solicit Other Offers” and “The Merger Agreement—Termination of the Merger Agreement
on pages 57 and 61, respectively.

29

Siuslaw’s executive officers and directors have financial interests in the merger that are different from, or in addition
to, the interests of Siuslaw shareholders.

Executive officers of Siuslaw negotiated the terms of the merger agreement with Banner, and Siuslaw’s board of
directors unanimously approved and recommended that Siuslaw shareholders vote to approve the merger
agreement. In considering these facts and the other information contained in this proxy statement/prospectus, you
should be aware that certain Siuslaw executive officers and directors have financial interests in the merger that are
different from, or in addition to, the interests of Siuslaw’s shareholders generally. Siuslaw’s directors and executive
officers will be entitled to indemnification by Banner with respect to claims arising from matters occurring at or prior
to the effective time of the merger and to coverage under a directors’ and officers’ liability insurance policy for four
years after the merger. In addition, Banner has agreed to assume and honor all obligations under existing salary
continuation agreements with Siuslaw’s Chairman of the Board Johan Mehlum, Siuslaw Bank's Chief Executive
Officer Lonnie Iholts, and Siuslaw Bank's Chief Financial Officer Carl Hultenberg, and in the case of Messrs. Tholts
and Mehlum, deferred compensation and split-dollar life insurance agreements. Banner also will honor the deferred
compensation agreement with Director F. David Crowell. In addition, Messrs. Mehlum, Iholts and Hultenberg will
receive an additional cash bonus in anticipation of the transaction and in lieu of other severance to be paid to
employees under Siuslaw’s severance plan.

In addition, pursuant to the merger agreement, each director and executive officer of Siuslaw and Siuslaw Bank has
delivered to Banner an executed voting agreement and an executed non-solicitation agreement, each in the form
attached as an exhibit to the merger agreement for no additional consideration.

For a more complete description of these interests, see “The Merger—Interests of Siuslaw Executive Officers and
Directors in the Merger” on page 55 .

The merger is subject to closing conditions, including Siuslaw shareholder approval that, if not satisfied or waived,

will result in the merger not being completed, which may result in material adverse consequences to Siuslaw’s business
and operations.
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The merger is subject to closing conditions, including the approval of Siuslaw shareholders that, if not satisfied,

will prevent the merger from being completed. All executive officers and directors of Siuslaw have agreed to vote

their shares of Siuslaw common stock in favor of approval of the merger agreement. If the merger is not completed,

Siuslaw’s business and operations could be adversely affected by the loss of employees and customers, the costs
incurred in pursuing the transaction, and potential reputational harm. In addition to the required approvals and
consents from governmental entities and the approval of Siuslaw shareholders, the merger is subject to other
conditions beyond Banner’s and Siuslaw’s control that may prevent, delay or otherwise materially
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adversely affect its completion. Neither Banner nor Siuslaw can predict whether and when these other conditions will
be satisfied. See “The Merger Agreement — Conditions to Completion of the Merger” on page 64 .

Banner has various provisions in its articles of incorporation that could impede a takeover of Banner.

Provisions in Banner’s articles of incorporation and bylaws, the corporate law of the State of Washington and federal
regulations could delay, defer or prevent a third party from acquiring Banner, despite the possible benefit to its
shareholders, or otherwise adversely affect the market price of any class of our equity securities, including Banner
common stock. These provisions include: limitations on voting rights of beneficial owners of more than 10% of
Banner common stock, supermajority voting requirements for certain business combinations with any person who
owns 10% or more of Banner’s outstanding common stock; the election of directors to staggered terms of three years;
advance notice requirements for nominations for election to its board of directors and for proposing matters that
shareholders may act on at shareholder meetings; a requirement that only directors may fill a vacancy on its board of
directors; supermajority voting requirements to remove any of its directors and the other provisions described under
“Description of Banner’s Capital Stock—Other Anti-Takeover Provisions” on page 95 . In addition, Banner is subject to
Washington laws, including one that prohibits it from engaging in a significant business combination with any
shareholder who acquires 10% or more of its voting stock for a period of five years from the date of that acquisition
unless certain conditions are met. Additionally, Banner’s articles of incorporation authorize its board of directors to
issue preferred stock and preferred stock could be issued as a defensive measure in response to a takeover proposal.
These provisions may discourage potential takeover attempts, discourage bids for Banner’s common stock at a
premium over market price or adversely affect the market price of, and the voting and other rights of the holders of,
Banner’s common stock. These provisions could also discourage proxy contests and make it more difficult for you and
other shareholders to elect directors other than the candidates nominated by Banner’s board of directors.

If the merger is not completed, Banner and Siuslaw will have incurred substantial expenses without realizing the
expected benefits of the merger.

Each of Banner and Siuslaw has incurred and will incur substantial expenses in connection with the due diligence,
negotiation and completion of the transactions contemplated by the merger agreement, as well as the costs and
expenses of preparing, filing, printing and mailing this proxy statement/prospectus and all filing fees paid to the SEC
in connection with the merger. If the merger is not completed, Banner and Siuslaw would have to recognize these
expenses without realizing the expected benefits of the merger.

The shares of Banner common stock to be received by holders of Siuslaw stock for the stock portion of the merger
consideration will have different rights from the shares of Siuslaw stock.

Upon completion of the merger, Siuslaw shareholders will become Banner shareholders and their rights as
shareholders will continue to be governed by the Washington Business Corporation Act and will also be governed by
Banner’s articles of incorporation and bylaws. The rights associated with Siuslaw common stock are different from the
rights associated with Banner common stock. See “Comparison of Shareholder Rights” on page 95 for a discussion of
the different rights associated with Banner common stock and Siuslaw common stock.

Sales of substantial amounts of Banner’s common stock in the open market by former Siuslaw and AmericanWest
shareholders could depress Banner’s stock price.

Shares of Banner common stock that are issued to shareholders of Siuslaw in the merger will be freely tradable
without restrictions or further registration under the Securities Act of 1933. Shares of Banner common stock that are
issued to shareholders of AmericanWest in the merger of Banner and AmericanWest who do not become affiliates of
Banner will be freely tradable without restrictions or further registration six months after completion of that

merger. In addition, certain of such shareholders of AmericanWest will benefit from registration rights that will
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permit them to cause Banner to register their shares of Banner common stock for resale. Based on the shares of
Siuslaw and AmericanWest common stock outstanding as of September 30, 2014, the maximum number of shares of
common stock Banner will issue upon completion of the two mergers is approximately 14,549,995 shares.
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If the merger is completed and if former shareholders of Siuslaw and AmericanWest sell substantial amounts of
Banner common stock in the public market following completion of the merger, the market price of Banner common
stock may decrease. These sales might also make it more difficult for Banner to sell equity or equity-related securities
at a time and price that it otherwise would deem appropriate.

The unaudited pro forma combined condensed consolidated financial information included in this document is
illustrative only and the actual financial condition and results of operations after the merger may differ materially.

The unaudited pro forma combined condensed consolidated financial information in this document is presented for
illustrative purposes only and is not necessarily indicative of what Banner’s actual financial condition or results of
operations would have been had the merger been completed on the dates indicated. The unaudited pro forma
combined condensed consolidated financial information reflects adjustments, which are based upon preliminary
estimates, to record the Siuslaw and AmericanWest (including Greater Sacramento Bancorp) identifiable tangible and
intangible assets to be acquired and liabilities to be assumed by Banner at fair value and the resulting goodwill to be
recognized. The purchase price allocations reflected in this document are preliminary and final allocation of the
purchase prices will be based upon the actual purchase price and the fair value of the consolidated assets and liabilities
of Siuslaw and AmericanWest as of the date of the completion of their respective mergers. Accordingly, the final
acquisition accounting adjustments may differ materially from the pro forma adjustments reflected in this document.
For more information, please see the section entitled “Unaudited Pro Forma Combined Condensed Consolidated
Financial Information” beginning on page 68.

Our expansion into new market areas in California and Utah may present increased risk.

American West's lending operations are concentrated in the states of California, Utah, Oregon and Washington. The
merger with AmericanWest will result in Banner’s initial entry into the states of California and Utah where Banner has
little or no operating experience. Although Banner will retain a number of AmericanWest Bank’s lending and business
development officers with experience in these markets, Banner is new to these market areas and has conducted only
limited banking business in California and Utah. Our entry into these markets will present us with different
competitive conditions, customer preferences and banking products than we have experienced in the Pacific
Northwest markets we know. As a result, it is possible that our operations in these states may be less successful than
our operations in the Pacific Northwest. In addition, the financial condition and results of operations of the combined
company will be subject to general economic conditions and the conditions in the real estate markets prevailing in
California and Utah as well as the Pacific Northwest markets we know. If economic conditions in any one of these
states worsens or if the real estate market declines, the combined company may suffer decreased net income or losses
associated with higher default rates and decreased collateral values on its existing portfolio, and may not be able to
originate loans at acceptable risk levels and upon acceptable terms, to maintain Banner’s risk profile and asset quality.

We may be subject to additional regulatory scrutiny if and when Banner Bank’s total assets exceed $10.0 billion.

Banner Bank’s total assets were $4.759 billion at September 30, 2014 and AmericanWest Bank had $4.095 billion in
total assets at that date. Following the closing of the merger with AmericanWest Bank, Banner Bank’s assets will be
approaching $10 billion. If and when Banner Bank’s total assets exceed $10.0 billion, it will be considered a “very large”
institution by bank regulators under The Dodd-Frank Wall Street Reform and Consumer Protection Act or

Dodd-Frank Act. As a result, there may be higher expectations from regulators, and there will be formal capital stress
testing requirements and direct examination by the Consumer Financial Protection Bureau or CFPB. The CFPB has

near exclusive supervision authority, including examination authority, over “very large” institutions and their affiliates

to assess compliance with federal consumer financial laws, to obtain information about the institutions’ activities and
compliance systems and procedures, and to detect and assess risks to consumers and markets.
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Under Dodd Frank, the minimum ratio of net worth to insured deposits of the Deposit Insurance Fund was increased
from 1.15% to 1.35% and the FDIC is required, in setting deposit insurance assessments, to offset the effect of the
increase on institutions with assets of less than $10 billion, which results in institutions with assets greater than $10
billion paying higher assessments. In addition, if Banner Bank exceeds $10 billion in assets, its
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assessment base for federal deposit insurance would change from the amount of insured deposits to consolidated
average assets less tangible capital to a scorecard method. The scorecard method uses a performance score and a loss
severity score, which are combined and converted into an initial base assessment rate. The performance score is based
on measures of the bank’s ability to withstand asset-related stress and funding-related stress and weighted CAMELS
ratings. The loss severity score is a measure of potential losses to the FDIC in the event of the bank’s failure. Under a
formula, the performance score and loss severity score are combined and converted to a total score that determines the
bank’s initial base assessment rate. The FDIC has the discretion to alter the total score based on factors not captured by
the scorecard. The resulting initial base assessment rate is also subject to adjustments downward based on long term
unsecured debt issued by the bank, to adjustment upward based on long term unsecured debt held by the bank that is
issued by other FDIC-insured institutions, and to further adjustment upward if the bank’s brokered deposits exceed
10% of its domestic deposits.

Further, Banner Bank may be impacted by the Durbin Amendment to the Dodd-Frank Act regarding limits on debit
card interchange fees. The Durbin Amendment gave the Federal Reserve Board the authority to establish rules
regarding interchange fees charged for electronic debit transactions by a payment card issuer that, together with its
affiliates, has assets of $10 billion or more and to enforce a new statutory requirement that such fees be reasonable and
proportional to the actual cost of a transaction to the issuer. The Federal Reserve Board has adopted rules under this
provision that limit the swipe fees that a debit card issuer can charge a merchant for a transaction to the sum of 21
cents and five basis points times the value of the transaction, plus up to one cent for fraud prevention costs.

The Dodd-Frank Act also requires publicly-traded bank holding companies with assets of $10 billion or more to
establish a risk committee responsible for enterprise-wide risk management practices, comprised of independent
directors, including one risk management expert.

As aresult of the above, if and when Banner Bank’s total assets exceed $10 billion, deposit insurance assessments are
likely to increase, as well as expenses related to regulatory compliance, which may be significant. In addition,
compliance with the Durbin Amendment would reduce our non-interest income significantly. We currently believe
the impact of the Durbin Amendment on combined debit card revenues for Banner Bank and AmericanWest Bank
could be a reduction of approximately $8.0 million annually.

Risk Factors Relating to Banner and Banner’s Business.
Banner is, and will continue to be, subject to the risks described in Banner’s Annual Report on Form 10-K for the fiscal
year ended December 31, 2013, as updated by subsequent Quarterly Reports on Form 10-Q and Current Reports on

Form 8-K, all of which are filed with the SEC, and incorporated by reference into this proxy statement/prospectus. See
“Where You Can Find More Information” on page 106 .
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CAUTIONARY STATEMENT REGARDING
FORWARD-LOOKING STATEMENTS

This proxy statement/prospectus contains or incorporates by reference a number of forward-looking statements

regarding the financial condition, results of operations, earnings outlook and business prospects of Banner, Siuslaw

and the potential combined company and may include statements for the period following the completion of the

merger. You can find many of these statements by looking for words such as “expects,” “projects,” “anticipates,” “believes,”
“intends,” “estimates,” “strategy,” “plan,” “potential,” “possible” and other similar expressions. Statements about the expected
timing, completion and effects of the merger and all other statements in this proxy statement/prospectus or in the

documents incorporated by reference in this proxy statement/prospectus, other than historical facts, constitute

forward-looking statements.

99 ¢ 99 ¢ LN

Forward-looking statements involve certain risks and uncertainties. The ability of either Banner or Siuslaw to predict
results or actual effects of its plans and strategies, or those of the combined company, is inherently uncertain.
Accordingly, actual results may differ materially from those expressed in, or implied by, forward-looking statements.
Some of the factors that may cause actual results or earnings to differ materially from those contemplated by
forward-looking statements include, but are not limited to, those discussed under “Risk Factors” and those discussed in
the filings of Banner that are incorporated into this proxy statement/prospectus by reference, as well as the following:

¢ the expected cost savings, synergies and other financial benefits from the merger with Siuslaw and business
combination with AmericanWest might not be realized within the expected time frames or at all, and costs or
difficulties relating to integration matters might be greater than expected;

e the credit risks of lending activities, including changes in the level and trend of loan delinquencies and write-offs
and changes in estimates of the adequacy of the allowance for loan losses which could necessitate additional
provisions for loan losses, resulting both from loans originated and loans acquired from other financial institutions;

e changes in economic conditions in general and in Washington, Idaho, Oregon and California in particular;

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

e risks related to acquiring assets in or entering markets in which Banner has not previously operated and may not
be familiar;

¢ the impact of repricing and competitors' pricing initiatives on loan and deposit products;

e fluctuations in the demand for loans, the number of unsold homes and other properties and fluctuations in real
estate values in our market areas;

e secondary market conditions for loans and our ability to sell loans in the secondary market;
e the ability to access cost-effective funding;
¢ results of examinations by bank regulators or other regulatory authorities, including the possibility that any such
regulatory authority may, among other things, require increases to the allowance for loan losses, the write-down of

assets, or a change in regulatory capital position of our banks or affect the ability of our banks to borrow funds or
maintain or increase deposits, which could adversely affect liquidity and earnings;
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e legislative or regulatory changes, including changes in regulatory policies and principles, or the interpretation of
regulatory capital or other rules as a result of Basel I1I;
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e the ability to adapt successfully to technological changes to meet customers' needs and developments in the
market place;

e our ability to control operating costs and expenses;
® new legislation or regulatory changes, including but not limited to the Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010 (the “Dodd-Frank Act”) and regulations adopted thereunder, changes in capital
requirements pursuant to the Dodd-Frank Act and the implementation of the Basel III capital standards, other
governmental initiatives affecting the financial services industry and changes in federal and/or state tax laws or
interpretations thereof by taxing authorities;

® increases in premiums for deposit insurance;

¢ the use of estimates in determining fair value of certain assets, which estimates may prove to be incorrect and
result in significant declines in valuation;

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

e staffing fluctuations in response to product demand or the implementation of corporate strategies that affect the
workforce and potential associated changes;

e failure or security breach of computer systems on which we depend;
e our ability to retain key members of the senior management team;
e costs and effects of litigation, including settlements and judgments;
e Banner’s ability to implement its business strategies;
e future acquisitions by Banner of other depository institutions or lines of business;
* AmericanWest’s pending acquisition of Greater Sacramento Bancorp may fail to be consummated;

e future goodwill impairment due to changes in Banner’s business, changes in market conditions, or other factors;

® increased competitive pressures among financial services companies;

e changes in consumer spending, borrowing and savings habits;
e the availability of resources to address changes in laws, rules, or regulations or to respond to regulatory actions;
e Banner’s ability to pay dividends on its common stock;
e adverse changes in the securities markets;

® inability of key third-party providers to perform their obligations to us;
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e changes in accounting policies and practices, as may be adopted by the financial institution regulatory agencies or
the Financial Accounting Standards Board, including additional guidance and interpretation on accounting issues
and details of the implementation of new accounting methods;
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e other economic, competitive, governmental, regulatory, and technological factors affecting our operations,
pricing, products and services; and

e and other risks detailed from time to time in Banner’s filings with the SEC.

Because these forward-looking statements are subject to assumptions and uncertainties, Banner’s and Siuslaw’s actual
results may differ materially from those expressed or implied by these forward-looking statements. You are cautioned
not to place undue reliance on these statements, which speak only as of the date of this proxy statement/prospectus or
the date of any document incorporated by reference in this proxy statement/prospectus.

All subsequent written and oral forward-looking statements concerning the merger or other matters addressed in this
proxy statement/prospectus and attributable to Banner or Siuslaw or any person acting on their behalf are expressly
qualified in their entirety by the cautionary statements contained or referred to in this section. Banner and Siuslaw
undertake no obligation to update these forward-looking statements to reflect events or circumstances after the date of
this proxy statement/prospectus or to reflect the occurrence of unanticipated events, unless obligated to do so under
the federal securities laws.
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SELECTED CONSOLIDATED HISTORICAL FINANCIAL INFORMATION OF BANNER AND
COMPARATIVE UNAUDITED PRO FORMA PER SHARE DATA

Selected Consolidated Historical Financial Information of Banner

The following selected consolidated financial information is intended to help you in understanding certain financial
aspects of the merger. The tables on the following pages present selected consolidated historical financial data for
Banner. The annual consolidated historical information for Banner is derived from its audited consolidated financial
statements as of and for each of the years ended December 31, 2009 through 2013. The information is only a
summary and should be read with Banner’s historical consolidated financial statements and related notes. Banner’s
audited consolidated financial statements as of December 31, 2013 and 2012 and for the years ended December 31,
2013, 2012 and 2011 are contained in its Annual Report on Form 10-K for the year ended December 31, 2013 filed
with the SEC. The unaudited consolidated financial information as of and for the six months ended September 30,
2014 and 2013 is derived from Banner’s unaudited consolidated financial statements which are included in Banner’s
Quarterly Report on Form 10-Q for the quarter ended September 30, 2014, which is incorporated by reference into
this proxy statement/prospectus, and which, in Banner’s opinion, include all adjustments (consisting of normal,
recurring adjustments) necessary for a fair statement of Banner’s financial position and results of operations for such
periods. The results of operations for the nine months ended September 30, 2014 are not necessarily indicative of the
results that may be expected for the entire fiscal year ending December 31, 2014. You should not assume the results
of operations for any past periods indicate results for any future period. See “Where You Can Find More Information”
on page 106.

(unaudited)
At September
30, December 31,
(In thousands) 2014 2013 2012 2011 2010 2009
Total assets $ 4,759,389 $ 4,388,166 $ 4,265,564 $ 4,257,312 $ 4,406,082 $ 4,722,221
Cash and
securities (1) 769,615 772,614 811,902 754,396 729,345 640,657
Loans receivable,
net 3,732,364 3,343,455 3,158,223 3,213,426 3,305,716 3,694,852
Deposits 3,991,181 3,617,926 3,557,804 3,475,654 3,591,198 3,865,550
Borrowings 145,479 184,234 160,000 212,649 267,761 414,315
Common
stockholders’
equity 574,058 538,972 506,919 411,748 392,472 287,721
Total
stockholders’
equity 574,058 538,972 506,919 532,450 511,472 405,128
Shares
outstanding 19,572 19,544 19,455 17,553 16,165 3,077
Shares
outstanding
excluding
unearned,
restricted shares
held in ESOP 19,572 19,509 19,421 17,519 16,130 3,042
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OPERATING DATA: (unaudited)
Nine Months
Ended September 30,
(In thousands) 2014 2013
Interest income $ 141,410 $ 135,116
Interest expense 8,199 10,007
Net interest income
before provision for
loan losses 133,211 125,109
Provision for loan
losses — —
Net interest income 133,211 125,109
Deposit fees and other
service charges 22,237 19911
Mortgage banking
operations revenue 7,282 9,002
Other-than-temporary
impairment
recoveries
(losses) — 409
Net change in
valuation of financial
instruments carried at
fair value 1,662 (1,954
All other operating
income 11,161 3,395
Total other operating
income 42,342 30,763
REO operations
expense
(recoveries), net (260 ) (1,047
All other operating
expenses 112,772 105,093
Total other operating
expense 112,512 104,046
Income (loss) before
provision for income
tax expense (benefit) 63,041 51,826
Provision for income
tax
expense (benefit) 20,620 16,825
Net income (loss) $ 42421 $ 35,001
PER
COMMON
SHARE
DATA: (unaudited)
Nine Months
Ended September 30,
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)

)

2013
$ 179,712
12,996

166,716

166,716
26,581

11,170

409

(2,278
7,460

43,342

(689
141,664

140,975

69,083

22,528
$ 46,555

At or For the Year Ended December 31,

)

)

For the Year Ended December 31,

2012 2011

$ 187,162 $ 197,563
19,514 32,992
167,648 164,571
13,000 35,000
154,648 129,571
25,266 22,962
13,812 6,146
(409 ) 3,000
(16,515 ) (624
4,748 2,506
26,902 33,990
3,354 22,262
138,099 135,842
141,453 158,104
40,097 5,457
(24,785 ) —

$ 64,882 $ 5,457

2010 2009
$ 218,082 $ 237,370
60,312 92,797
157,770 144,573
70,000 109,000
87,770 35,573
22,009 21,394
6,370 8,893
4,231 ) (1,511
1,747 12,529
3,253 2,385
29,148 43,690
26,025 7,147
134,776 134,933
160,801 142,080
(43,883 ) (62,817
18,013 (27,053
$ (61,896 ) $ (35,764
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2014
Net income
(loss):
Basic $2.19
Diluted 2.19
Common
stockholders’
equity per
share (2)(9) 29.33
Cash
dividends 0.54
Dividend
payout ratio
(basic) 24.66 %
Dividend
payout ratio
(diluted) 24.66 %

OTHER DATA: (unaudited)

Full time equivalent
employees
Number of branches
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2013 2013 2012 2011 2010
$ 1.81 $ 2.40 $ 3.17 $ (.15 ) $ (721 )
1.80 2.40 3.16 0.15 ) (7.21 )
27.17 27.63 26.10 23.50 24.33
0.39 0.54 0.04 0.10 0.28
21.55 % 22.50 % 126 % (66.67 ) % (3.88 ) %
21.67 % 22.50 % 127 % (66.67 ) % (3.88 ) %
At September
30, December 31,
2014 2013 2012 2011 2010
1,106 1,104 1,074 1,078 1,060
93 88 88 89 89

2009

$ (1631 )
(16.31 )

94.58

0.28

1.72 ) %

1.72 )%

2009

1,060
89
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KEY
FINANCIAL
RATIOS:
(unaudited)

Performance
Ratios:
Return on
average
assets (3)(9)
Return on
average
common
equity (4)(9)
Average
common
equity to
average
assets
Interest
rate spread
5O
Net
interest
margin (6)(9)
Non-interest
income to
average
assets(9)
Non-interest
expense to
average
assets(9)
Efficiency
ratio (7)
Average
interest-earning
assets to
interest-
bearing
liabilities
Selected
Financial
Ratios:
Allowance
for loan
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Nine Months
Ended September 30,

2014

1.24

10.17

12.17

4.05

4.07

1.23

3.28

64.09

108.72

1.95

%

2013

1.10

8.97

12.31

4.12

4.15

0.97

3.28

66.75

108.10

2.32

%

2013

1.09%

8.85

12.36

4.08

4.11

1.02

3.31

67.11

108.28

2.19

For the Year Ended December 31,

2012

1.54%

14.03

10.96

4.13

4.17

0.64

3.35

7271

109.11

2.39

2011

0.13%

1.37

9.31

3.99

4.05

0.79

3.69

79.62

106.90

2.52

2010

(1.36)%

(17.19)

7.90

3.61

3.67

0.64

3.53

86.03

104.32

2.86

2009

(0.78)%

(11.69)%

6.71

3.23

3.33

0.96

3.12

75.47

104.55

2.51

59



losses as a
percent of
total

loans at
end of period
Net
charge-offs --
as a percent
of average
outstanding
loans during
the period

Non-performing
assets as a 0.50
percent of
total assets

Allowance
for loan 375.81
losses as a
percent of

non-performing
loans (8)
Consolidated
Capital
Ratios:
Total capital 16.59
to
risk-weighted
assets
Tier 1 capital 15.33
to
risk-weighted
assets
Tier 1 13.14
leverage
capital to
average
assets
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0.03

0.70

305.39

17.41

16.15

13.63

0.30

0.66

302.77

16.99

15.73

13.64

0.57

1.18

225.33

16.96

15.70

12.74

1.50

2.79

110.09

18.07

16.80

13.44

1.88

5.77

64.30

16.92

15.65

12.24

2.28

6.27

44.55

12.73

11.47

9.62

91(1)
2
3)
“)
o)

(6)
(7

®)

Includes securities available-for-sale and held-to-maturity and held for trading.

Calculated using shares outstanding excluding unearned restricted shares held in ESOP and adjusted for
1-for-7 reverse stock split.

Net income divided by average assets.

Net income divided by average common equity.

Difference between the average yield on interest-earning assets and the average cost of interest-bearing
liabilities.

Net interest income before provision for loan losses as a percent of average interest-earning assets.
Other operating expenses divided by the total of net interest income before loan losses and other operating
income (non-interest income).

Non-performing loans consist of nonaccrual and 90 days past due loans.
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Results for six month periods annualized.
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Selected Consolidated Historical Financial Information of AmericanWest

On November 5, 2014, Banner entered into a definitive agreement to acquire AmericanWest, a commercial bank
headquartered in Spokane, Washington. The following tables set forth selected historical consolidated financial and
other data of SKBHC, the holding company of Starbuck Bancshares, which is the holding company of AmericanWest
and subsidiaries for the periods and at the dates indicated. Audited financial information for AmericanWest alone is
not available. The information in the tables is derived in part from the audited financial statements of SKBHC for the
years ended December 31, 2010 to 2013 and should be read in conjunction with SKBHC audited and unaudited
interim financial statements which have been filed with the SEC and incorporated by reference into this proxy
statement/prospectus. The selected financial data tables below reflect only four years as SKBHC was incorporated in
2010 and it did not begin acquiring any substantial subsidiaries through Starbuck Bancshares until 2010. In 2010 and
subsequent years additional acquisitions continued to add to the size of the consolidated company and contributed to
the year-over-year growth trends noted below. See “Where You Can Find More Information.” The selected financial
and other data as of and for the nine months ended September 30, 2014 and 2013 are derived from the unaudited
financial statements of SKBHC. The results of operations for the nine months ended September 30, 2014 and 2013 are
not necessarily indicative of the results of operations to be expected any subsequent period or for the entire year. The
historical consolidated financial statements of SKBHC have been filed with the SEC by Banner and are incorporated
by reference into this proxy statement/prospectus. See “Where You Can Find More Information.”

Selected Nine Months Ended

Financial Data September 30, December 31,
2014 2013 2013 2012 2011 2010
Total assets $ 4,094,783 $ 3,701,442 $ 3,943,195 $ 2,763,445 $ 2,299,081 $ 1,664,456
Cash and
securities 1,144,057 1,022,280 1,217,242 723,685 725,269 524,191
Total net loans 2,543,034 2,242,374 2,283,548 1,717,631 1,350,073 965,896
Deposits 3,228,776 2,989,740 3,274,081 2,196,530 1,901,990 1,418,393
Borrowings 251,473 120,691 73,095 88,179 1,104 10,600
Total members’
equity 561,312 529,519 534,131 444,036 368,408 202,924
Nine Months Ended
Operating Data September 30, December 31,
2014 2013 2013 2012 2011 2010
Interest income $ 115,028 $ 110,499 $ 149,298 $ 113,111 $ 86,102 $ 2,738
Interest expense 4,976 3,998 5,739 4,594 4,149 159
Net interest income
before
provision for loan
losses 110,052 106,501 143,559 108,517 81,953 2,579
Provision for loan
losses 997 4,148 4211 3,807 366 203
Net interest income 109,055 102,353 139,348 104,710 81,587 2,376

Deposit fees and
other service

charges 11,312 10,445 13,999 10,306 8,702 311
Mortgage banking 2,851 5,766 6,846 7,202 2,408 131
operations
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revenue
All other
non-interest
income

Total non-interest
income

OREO expense
All other
non-interest
expenses

Total non-interest
expense

Income (loss)
before income tax
expense (benefit)

Income tax
expense

Net income (loss)

26

19,726
33,889

4,638

108,716

113,354

29,590
12,604

$ 16,986
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15,164
31,375

6,585

129,000

135,585

(1,857)
(294)

$ (1,563)

22,210
43,055

8,560

166,243

174,803

7,600
579

$ 7,021

13,153
30,661

7,929

120,665

128,594

6,777
(63,307)

$ 70,084

9,388
20,498

5,753

90,138

95,891

6,194
(56)

$ 6,250

334
776

273

20,658

20,931

(17,779)

$ (17,779)
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Comparative Unaudited Pro Forma Per Share Data

The table below sets forth the book value per common share, cash dividends per common share, and basic and diluted
earnings per common share data for each of Banner, Siuslaw, GSB and AmericanWest on a historical basis, for
Banner on a pro forma combined basis and on a pro forma combined basis for Siuslaw equivalent shares. The pro
forma combined and pro forma per equivalent shares information give effect to the merger of Banner with Siuslaw
and of Banner with AmericanWest as each merger had been effective on the dates presented in the case of the book
value per common share data, and as each merger had been effective as of January 1 of the applicable pro forma
period, in the case of the cash dividends paid per common share and earnings per common share data. The pro forma
combined and per share equivalents are calculated by combining the Banner historical share amounts with pro forma
amounts from Siuslaw, assuming an exchange ratio of 0.32231, and pro forma amounts from AmericanWest,
assuming 13,230,000 shares of Banner are issued to SKBHC, along with a cash payment by Banner of $130,000 to
SKBHC. The pro forma combined amounts for Banner reflect certain purchase accounting adjustments, which are
based on estimates that are subject to change depending on fair values as of each merger completion date. These
adjustments are described in the notes to unaudited pro forma combined condensed consolidated financial information
contained elsewhere in this document under the heading “Unaudited Pro Forma Combined Condensed Consolidated
Financial Information,” beginning on page 68. The pro forma combined per Siuslaw equivalent share data shows the
effect of the merger from the perspective of an owner of Siuslaw common stock. The pro forma data combine the
historical results of Siuslaw, GSB and AmericanWest into Banner’s consolidated statement of income and, while
certain adjustments were made for the estimated impact of certain fair value adjustments and other merger-related
activity, they are not indicative of what could have occurred had the merger taken place on January 1 of the applicable
pro forma period.

The pro forma financial information in the table below is provided for illustrative purposes, does not include any
projected cost savings, revenue enhancements or other possible financial benefits of the merger to the combined
company and does not attempt to suggest or predict future results. This information also does not necessarily reflect
what the historical financial condition or results of operations of the combined company would have been had Banner,
Siuslaw, GSB and AmericanWest been combined as of the dates and for the periods shown.

Pro Forma
Pro Forma Siuslaw
Pro Forma Combined Equivalent
Combined Pro Forma  Amounts for Share for
Amounts
for Siuslaw Banner, Banner,
Banner Siuslaw Banner and  Equivalent  Siuslaw and  Siuslaw and
AmericanWest AmericanWest
Historical Historical Siuslaw (5) Share (1) (6) )
Book value per common
share: (2)
September 30, 2014 $ 29.33 $ 9.64 $ 30.04 $ 9.68 $ 33.98 $ 10.95
Cash dividends paid per
common share:
Year ended December
31,2013 (3) $ 0.54 $ 0.20 $ 0.54 $0.17 $ 0.54 $ 0.17
Nine months ended
September 30, 2014 $ 0.54 $ 0.15 $ 0.54 $0.17 $ 054 $ 0.17
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Basic and diluted earnings
per common share:
Year ended December

31,2013 (4)
Basic $ 2.40 $ 0.75 $ 236 $ 0.76 $ 1.58 $ 0.51
Diluted $ 2.40 $ 0.75 $ 2.36 $ 0.76 $ 1.58 $ 0.51

Ninemonths ended
September 30, 2014
Basic $ 2.19 $ 0.75 $ 2.17 $ 0.70 $ 1.78 $ 0.57
Diluted $ 2.19 $ 0.75 $ 2.17 $ 0.70 $ 1.78 $ 0.57

(1) Calculated by multiplying the Pro Forma Combined Amounts for Banner by 0.32231.

(2) Calculated by dividing the total equity by total common shares outstanding (Siuslaw preferred shares converted to
common shares). Book value per Siuslaw Pro Forma Equivalent Share excludes the cash consideration of
$1.41622 per share.

(3) Represents the historical cash dividends per share paid by Banner and Siuslaw for the period.

(4) Pro forma earnings per common share are based on pro forma combined net income and pro forma combined
weighted average shares outstanding during the period.

(5) Pro forma adjustments include new Banner common equity issued to former Siuslaw shareholders (1,319,995
shares times $40.50) and the impact of the pro forma adjustments for the acquisition as noted in the pro forma
financial statements for the periods indicated.

(6) Pro forma adjustments include new Banner common equity issued to former Siuslaw shareholders (1,319,995
shares times $40.50) and former AmericanWest equity holders (13,230,000 shares times $40.50) and the impact of
the pro forma adjustments for the acquisitions as noted in the pro forma financial statements for the periods
indicated.
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COMPARATIVE MARKET PRICES OF AND DIVIDENDS ON COMMON STOCK

Banner common stock is traded on NASDAQ under the symbol “BANR.” Siuslaw common stock is traded on the Over
The Counter OTCQB under the symbol “SFGP.” The following table sets forth the reported high and low sales prices of
shares of Banner common stock and Siuslaw common stock, and the quarterly cash dividends per share declared, in
each case for the periods indicated. The high and low sales prices are based on intraday sales for the periods reported.

Banner Siuslaw
Common Stock Common Stock
High Low Dividends High Low Dividends
2014
First Quarter $45.08 $35.51 $0.18 $8.50 $8.21 $0.05
Second Quarter 42.29 37.03 0.18 8.50 8.21 0.05
Third Quarter 40.78 37.50 0.18 14.00 8.10 0.05
Fourth Quarter
(through —
2014)
2013
First Quarter 32.03 29.14 0.12 8.00 6.50 0.05
Second Quarter 34.30 29.33 0.12 8.25 7.25 0.05
Third Quarter 38.44 33.78 0.15 8.30 8.00 0.05
Fourth Quarter 45.15 35.62 0.15 8.35 8.20 0.05
2012
First Quarter 22.97 17.13 0.01 7.50 6.50 0.05
Second Quarter 22.80 18.05 0.01 7.50 6.85 0.05
Third Quarter 27.41 20.04 0.01 7.10 6.71 0.05
Fourth Quarter 31.32 26.49 0.01 7.50 6.50 0.25%

* one-time special dividend of $0.20 declared and paid in the fourth quarter of 2012.

On August 7, 2014 the day immediately prior to the public announcement of the merger agreement, the high and low
sales prices of shares of Banner common stock as reported on NASDAQ were $39.86 and $38.82, respectively. On

, 2014, the last trading day before the date of this proxy statement/prospectus, the high and low sales prices of
shares of Banner common stock as reported on NASDAQ were $___and $ , respectively.

On August 7, 2014, the day immediately prior to the public announcement of the merger agreement, the high and low
sale prices of shares of Siuslaw common stock as reported on the Over The Counter OTCQB were both $8.85. On
____,2014, the last trading day before the date of this proxy statement/prospectus, the high and low sale prices of
shares of Siuslaw common stock as reported on the Over The Counter OTCQB were $____and $___, respectively.

On March 3, 2014, Siuslaw repurchased 562 shares of preferred stock at a purchase price of $8.17 per share.
As of , 2014, the last date prior to printing this proxy statement/prospectus for which it was practicable to

obtain this information for Banner and Siuslaw, respectively, there were approximately 1,477 registered holders of
Banner common stock and 148 and 138 registered holders of Siuslaw common stock and preferred stock, respectively.
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Siuslaw shareholders are advised to obtain current market quotations for Banner common stock and Siuslaw common
stock. The market price of Banner common stock and Siuslaw common stock will fluctuate between the date of this
proxy statement/prospectus and the date of completion of the merger. No assurance can be given concerning the
market price of Banner or Siuslaw common stock before the effective time of the merger or the market price of
Banner common stock after the effective time of the merger. Changes in the market price of Banner common stock
prior to the completion of the merger will affect the market value of the stock portion of the merger consideration that
Siuslaw shareholders will receive upon completion of the merger.
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THE SPECIAL MEETING

This section contains information about the special meeting that Siuslaw has called to allow its shareholders to vote on
the approval of the merger agreement. The Siuslaw board of directors is mailing this proxy statement/prospectus to
you, as a Siuslaw shareholder, on or about __,2014. Together with this proxy statement/prospectus, the
Siuslaw board is also sending to you a notice of the special meeting of Siuslaw shareholders and a form of proxy that
the Siuslaw board of directors is soliciting for use at the special meeting and at any adjournments or postponements of
the special meeting.

Time, Date, and Place

The special meeting will be held on __, 2015, at 5:30 p.m., local time, at the Florence Office,
Siuslaw Bank, 777 Highway 101, Florence, Oregon.

Matters to be Considered at the Meeting
At the special meeting, Siuslaw shareholders will be asked to consider and vote upon:
e a proposal to approve the merger agreement (referred to as the “merger proposal”);

- any proposal of the Siuslaw board of directors to adjourn or postpone the special meeting, if necessary, to permit
further solicitation of proxies if there are not sufficient votes at the time of the special meeting to approve the
merger agreement (referred to as the “adjournment proposal”); and

¢ any other matters properly brought before the special meeting or any adjournment or postponement of the special
meeting. Siuslaw is not aware of any other matters expected to be brought before the meeting.

At this time, the Siuslaw board of directors is unaware of any other matters that may be presented for action at the
special meeting. If any other matters are properly presented, however, and you have completed, signed and submitted
your proxy, the person(s) named as proxy will have the authority to vote your shares in accordance with his or her
judgment with respect to such matters. A copy of the merger agreement is included in this proxy statement/prospectus
as Appendix A, and we encourage you to read it carefully in its entirety.

Recommendation of the Siuslaw Board of Directors

After careful consideration, Siuslaw’s board of directors has determined that the merger agreement and the transactions
contemplated thereby, including the merger, are advisable and in the best interests of Siuslaw and its shareholders, has
approved the merger agreement, and unanimously recommends that Siuslaw shareholders vote “FOR” approval of the
merger proposal and “FOR” the adjournment proposal. See “The Merger—Siuslaw’s Reasons for the Merger;
Recommendation of Siuslaw’s Board of Directors” on page 35 for a more detailed discussion of the Siuslaw board of
directors’ recommendation.

Record Date and Quorum

The Siuslaw board of directors has fixed the close of business on , 2014 as the record date for determining the
holders of shares of Siuslaw stock entitled to receive notice of and to vote at the special meeting. Only holders of
record of shares of Siuslaw stock as of the close of business on that date will be entitled to vote at the special meeting
and at any adjournment or postponement of that meeting. At the close of business on the record date, there were
3,992,937 shares of Siuslaw common stock and 102,484 shares of Siuslaw preferred stock outstanding, held by
approximately 148 and 138 holders of record, respectively.
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Each holder of shares of Siuslaw stock outstanding as of the close of business on the record date will be entitled to one
vote for each share held of record upon each matter properly submitted at the special meeting and at any adjournment
or postponement of that meeting. The presence at the special meeting, in person or by proxy, of holders of a majority
of the outstanding shares of Siuslaw stock entitled to vote at the special meeting will constitute
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a quorum for the transaction of business. All shares of Siuslaw stock present in person or represented by proxy,
including abstentions and broker non-votes, will be treated as present for purposes of determining the presence or
absence of a quorum for all matters voted on at the special meeting.

Required Vote

To approve the merger proposal, the affirmative vote of the holders of at least a majority of the outstanding shares of
Siuslaw stock entitled to vote at the special meeting must be voted in favor of the merger proposal. With respect to

the merger proposal, you may vote “FOR,” “AGAINST” or “ABSTAIN.” If you vote to abstain or if you fail to vote, this
will have the same effect as voting against approval of the merger agreement.

To approve the adjournment proposal, more shares of Siuslaw stock present in person or by proxy at the special
meeting must be voted in favor of such proposal than shares voted against the adjournment proposal. Abstentions on
the adjournment proposal will have the same effect as voting against the proposal. A failure to vote on the
adjournment proposal will have no effect on the outcome of the vote on this proposal.

Each share of Siuslaw stock you own as of the record date for the special meeting entitles you to one vote at the
special meeting on all matters properly presented at the meeting.

How to Vote - Shareholders of Record

Voting in Person. If you are a shareholder of record, you can vote in person by submitting a ballot at the special
meeting. Nevertheless, we recommend that you vote by proxy as promptly as possible, even if you plan to attend the
special meeting. This will ensure that your vote is received. If you attend the special meeting, you may vote by
ballot, thereby canceling any proxy previously submitted.

Voting by Proxy. Your proxy card includes instructions on how to vote by mailing in the proxy card. If you choose
to vote by proxy, please mark each proxy card you receive, sign and date it, and promptly return it in the envelope
enclosed with the proxy card. If you sign and return your proxy without instruction on how to vote your shares, your
shares will be voted “FOR” approval of the merger proposal and “FOR” approval of the adjournment proposal, if
necessary. Please do not send in your Siuslaw stock certificates with your proxy card. If the merger is completed,
you will receive a separate letter of transmittal and instructions on how to surrender your Siuslaw stock certificates for
the merger consideration.

How to Vote - Shares Held in “Street Name”

If your shares of Siuslaw stock are held through a bank, broker or other nominee, you are considered the beneficial
owner of such shares held in “street name.” In such case, this proxy statement/prospectus has been forwarded to you by
your bank, broker or other nominee, who is considered, with respect to such shares, the shareholder of record. As the
beneficial owner, you have the right to direct your bank, broker or other nominee how to vote the shares by following
the voting instructions that they have sent, or will send, to you. Without specific instructions from you, your bank,
broker or other nominee is not empowered to vote your shares on the proposal to approve the merger agreement or any
proposal of the Siuslaw board of directors to adjourn or postpone the special meeting, if necessary. Not voting these
shares will have the effect of voting against the proposal to approve the merger agreement. Alternatively, if you are a
beneficial owner and wish to vote in person at the special meeting, you must provide a proxy executed in your favor

by your bank, broker or other nominee.

YOUR VOTE IS VERY IMPORTANT. WHETHER OR NOT YOU PLAN TO ATTEND THE SPECIAL

MEETING IN PERSON, PLEASE MARK, SIGN AND DATE THE ENCLOSED PROXY CARD AND
PROMPTLY RETURN IT IN THE ENCLOSED ENVELOPE. SHAREHOLDERS WHO ATTEND THE SPECIAL
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MEETING MAY REVOKE THEIR PROXIES BY VOTING IN PERSON.
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Revocation of Proxies

You can revoke your proxy at any time before your shares are voted. If you are a shareholder of record, you can
revoke your proxy by:

e submitting another valid proxy bearing a later date;
e attending the special meeting and voting your shares in person; or
e delivering prior to the special meeting a written notice of revocation to Siuslaw’s corporate secretary.
Attendance at the special meeting will not, in and of itself, constitute revocation of a proxy.

If you hold your shares in street name with a bank, broker or other nominee, you must follow the directions you
receive from your bank, broker or other nominee to change your vote. Your last vote will be the vote that is counted.

Shares Subject to Voting Agreements; Shares Held by Directors and Executive Officers

A total of 985,000 shares of Siuslaw common and preferred stock, representing 24.7% of the outstanding shares of
Siuslaw stock entitled to vote at the special meeting, are subject to voting agreements between Banner and all of
Siuslaw’s directors and executive officers. Each such director and executive officer has entered into a voting
agreement (1) to vote or cause to be voted for approval of the merger proposal, all shares of Siuslaw common stock
over which he or she is the record or beneficial owner, and (2) subject to limited exceptions, not to sell or otherwise
dispose of his or her shares of Siuslaw common stock until after the approval of the merger proposal by the
shareholders of Siuslaw. The voting agreement does not impose any obligation to take any action or omit to take any
action in the signing party’s capacity as a member of the board or as an executive officer of Siuslaw, and is entered into
solely in such person’s capacity as a Siuslaw shareholder. For additional information regarding the voting agreements,
see “The Merger Agreement—Voting Agreements” on page 67.

As of the record date, Siuslaw’s directors and executive officers and their affiliates beneficially owned and were

entitled to vote, in the aggregate, a total of 985,000 shares of Siuslaw common and preferred stock, representing

24.7% of the outstanding shares of Siuslaw comon and preferred stock entitled to vote at the special meeting. For

more information about the beneficial ownership of Siuslaw stock by each director and executive officer of Siuslaw

and all Siuslaw directors and executive officers as a group, see ‘“The Companies—Siuslaw—Security Ownership of Certain
Beneficial Owners and Management” on page 92.

Solicitation of Proxies

The proxy for the special meeting is being solicited on behalf of the board of directors of Siuslaw. Siuslaw will bear
the entire cost of soliciting proxies from you. All other costs and expenses incurred in connection with the merger
agreement and the transactions contemplated thereby are to be paid by the party incurring such expenses. Proxies will
be solicited principally by mail, but may also be solicited by the directors, officers, and other employees of Siuslaw in
person or by telephone, facsimile or other means of electronic communication. Directors, officers, and employees
will receive no compensation for these activities in addition to their regular compensation, but may be reimbursed for
out-of-pocket expenses in connection with such solicitation.

Attending the Meeting

All holders of Siuslaw stock, including shareholders of record and shareholders who hold their shares in street name
through banks, brokers or other nominees, are cordially invited to attend the special meeting. Shareholders of record
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can vote in person at the special meeting. If you are not a shareholder of record and would like to vote in person at the
special meeting, you must present at the meeting a proxy executed in your favor by the record holder of your

shares. In addition, you must bring a form of personal photo identification with you in order to be admitted at the
special meeting. We reserve the right to refuse admittance to anyone without proper proof of
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share ownership or without proper photo identification. The use of cameras, sound recording equipment,
communications devices or any similar equipment during the special meeting is prohibited without Siuslaw’s express
written consent.

Adjournments and Postponements

Although it is not currently expected, the special meeting may be adjourned or postponed, including for the purpose of
soliciting additional proxies, if there are insufficient votes at the time of the special meeting to approve the merger
proposal or if a quorum is not present at the special meeting. Other than an announcement to be made at the special
meeting of the time, date and place of an adjourned meeting, an adjournment generally may be made without

notice. Any adjournment or postponement of the special meeting for the purpose of soliciting additional proxies will
allow the shareholders who have already sent in their proxies to revoke them at any time prior to their use at the
special meeting as adjourned or postponed.

Questions and Additional Information
If you have more questions about the merger or how to submit your proxy or vote, or if you need additional copies of

this proxy statement/prospectus or the enclosed proxy card or voting instructions, please call Lonnie Iholts at (541)
997-3486, or Johan Mehlum at (541) 342-4000.
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THE MERGER
Background of the Merger

As part of ongoing consideration and evaluation of Siuslaw’s long-term prospects and strategies, Siuslaw’s board of
directors and senior management have regularly reviewed and assessed business strategies and objectives, including
strategic opportunities and challenges, and have considered various strategic options potentially available to Siuslaw,
all with the goal of enhancing value for Siuslaw shareholders. The strategic discussions have focused on, among other
things, the business and regulatory environment facing financial institutions generally and Siuslaw, in particular, as
well as conditions and ongoing consolidation in the financial services industry. The Siuslaw board of directors also
considered the company’s future prospects and strategic alternatives in light of the increasing age of the senior
executive officers and certain directors.

As part of this ongoing evaluation, the Siuslaw board of directors considered the merits of selling the institution,
merging with another institution of similar size and complementary business, or remaining independent, as well as the
challenges of remaining competitive in the current economic, regulatory and interest rate climate, and the potentially
increased operating costs associated with regulatory compliance and competitive forces.

In April 2013, Sandler O’Neill & Partners, L.P. (“Sandler”) made a presentation to the Siuslaw board of directors
which covered, among other things, trends in the commercial banking industry, Siuslaw’s current financial position,
Siuslaw’s stand-alone valuation and Siuslaw’s valuation in a sale context. Following that meeting, Siuslaw
management provided Sandler with periodic updates on the status and performance of Siuslaw, and Sandler regularly
provided updates to Siuslaw management on news and trends in the commercial banking industry. On October 31,
2013, the Siuslaw board of directors engaged Sandler to assist in the exploration of a potential sale of Siuslaw.

During the next several months Siuslaw management shared information with Sandler related to the financial
condition and prospects of Siuslaw. Sandler began preparing a package of introductory information related to
Siuslaw and populating information to an online data portal.

On January 28, 2014, Sandler made a presentation to the Siuslaw board of directors which covered, among other
things, recent trends in commercial bank mergers and acquisitions, an overview of Siuslaw’s valuation in a stand-alone
and sale context, a review of potential acquirers of Siuslaw and an overview of the process and timeline for achieving
a sale of Siuslaw.

In March 2014, Siuslaw engaged the law firm of Lane Powell PC (“Lane Powell”) to advise Siuslaw with respect to a
possible transaction.

On April 16, 2014, the Siuslaw board of directors met along with representatives from Sandler and Lane Powell to
discuss the timing and process for achieving a sale of Siuslaw. At that meeting, Sandler reviewed a list of financial
institutions that might have an interest in acquiring Siuslaw. At that meeting, the Siuslaw board of directors
determined that Sandler should approach the five most promising acquirer candidates and obtain non-disclosure
agreements from interested parties.

Pursuant to the guidance from the Siuslaw board of directors, beginning in late April 2014, Sandler began contacting
the five acquirer candidates identified by the Siuslaw board of directors. Each party executed a non-disclosure

agreement and received from Sandler a selected package of confidential information concerning Siuslaw.

On April 24, 2014, Banner and Siuslaw executed a mutual non-disclosure agreement.
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On May 22, 2014, Banner retained the services of McAdams Wright Ragen, Inc. (“MWRI”) to serve as its financial
advisor in connection with its evaluation of the possibility of acquiring Siuslaw. Conference calls with Banner,
MWRI, and Sandler occurred on May 23, 2014 and May 27, 2014.
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By late May 2014, three of the five potential acquirers contacted by Sandler determined to submit non-binding
proposals outlining the principal terms upon which they were prepared to proceed with an acquisition of
Siuslaw. Non-binding proposals were received from Banner, Party A and Party B.

On May 29, 2014, Banner sent a non-binding indication of interest to Siuslaw and provided Sandler with a copy of
this letter of interest. Sandler indicated that there were several letters of interest received by Siuslaw. The Siuslaw
board of directors met on June 4, 2014 to discuss the various letters of interest and selected Banner and another party
to perform on-site due diligence of Siuslaw’s loan portfolio and other aspects of Siuslaw’s operations.

On June 4, 2014, the Siuslaw board of directors met along with representatives of Sandler and Lane

Powell. Following a review by Lane Powell of the directors' fiduciary duties in connection with consideration of a
potential sale of the company, Sandler presented detailed information concerning the process undertaken and the three
non-binding proposals received by Siuslaw. Each of the three non-binding proposals was contingent upon full due
diligence and contemplated the acquisition of all of the equity interests of Siuslaw in exchange for a mix of cash and
the stock of the acquiring institution. The Siuslaw board of directors asked numerous questions and carefully
reviewed the three non-binding proposals. The Siuslaw board of directors determined that of the three non-binding
proposals, the proposals from Banner and Party A were superior to the proposal from Party B, based on, among other
things, the superior valuation of Siuslaw. At the conclusion of the meeting the Siuslaw board of directors directed
Sandler to contact Banner and Party A, express a need for each of them to improve their initial non-binding proposals
and to invite them to complete their due diligence of Siuslaw and thereafter submit a revised and final non-binding
proposal.

During June 2014, both Banner and Party A substantially completed their due diligence of Siuslaw and by the end of
June each of Banner and Party A submitted a final non-binding proposal.

On June 20, 2014, representatives of Banner and MWRI met in Eugene, Oregon and visited all of Siuslaw’s full
service offices. Other Banner representatives with expertise in credit and loan review met at the Siuslaw main
administrative office located in Eugene, Oregon on June 21, 2014 and June 22, 2014 to review loan files and other
data.

On June 26, 2014, based on the findings of due diligence performed on June 20, 2014 through June 22, 2014, Banner
provided Siuslaw with a second letter of interest. The Siuslaw board of directors reviewed this letter at a June 30,
2014 board of directors meeting. In that letter, Banner asked the Siuslaw board of directors to consider the following
unique aspects of a merger with Banner:

- There is no overlapping of offices that would cause extensive employee cutbacks, typical of most mergers.
- Banner has changed its proposal to 90% common stock and 10% cash from 75% common stock and 25% cash in
the May 29, 2014 letter to minimize the tax impact on Siuslaw shareholders.
- Banner has a culture which is similar to the culture at Siuslaw as was noted during the due diligence visit on June
20, 2014 through June 22, 2014.

On July 1, 2014 the Siuslaw board of directors met along with representatives from Sandler and Lane Powell. Sandler
presented detailed information related to the proposals from Banner and Party A. At that meeting, the Siuslaw board
of directors considered a variety of issues, including the respective banking strategies and financial performance of
Siuslaw, Banner and Party A, the amount and form of merger consideration, the anticipated increase in liquidity in the
shares of the combined company, the market and future business prospects of the combined company, and the effects
of the proposed transaction on Siuslaw’s customers and employees. The board of directors determined to proceed with
negotiations with Banner, and on July 2, 2014, Siuslaw accepted the Banner proposal, and terminated discussions with
all other parties.
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On July 14, 2014, Banner’s legal counsel, Breyer & Associates PC (“Breyer & Associates”), provided an initial draft of
the merger agreement and related transaction documents to Siuslaw and its advisors for review and comment. During
the following three weeks, Lane Powell and Breyer & Associates exchanged comments and revisions to the draft
merger agreement. During that period, members of Siuslaw’s senior management consulted with Banner senior
management regarding completion of due diligence, integration issues, plans for public announcement, the payment of
dividends to Siuslaw shareholders, implementation of severance benefits for Siuslaw

34

78



Edgar Filing: BANNER CORP - Form S-4/A

employees, special bonuses for all employees, and the treatment of benefits payable under Siuslaw deferred
compensation and salary continuation agreements with Siuslaw officers.

Beginning on July 15, 2014, with assistance from Lane Powell, Siuslaw’s management team began assembling
additional information and disclosures to supplement the merger agreement.

On July 22, 2014, Banner held a board of directors meeting at which the board of directors reviewed the merger
agreement. MWRI presented its fairness opinion to the board of directors at this meeting. The board of directors
approved the merger agreement subject to several minor changes that management of Banner would negotiate with
Siuslaw executives.

On July 24, 2014, members of Siuslaw senior management, along with representatives from Sandler and Lane Powell,
visited Banner’s administrative offices in Bellevue, Washington, to review corporate records and interview members of
Banner senior management.

On August 5, 2014, Breyer & Associates provided a revised draft merger agreement to Siuslaw and its advisors that
incorporated the discussions and revisions agreed upon during the preceding three weeks. On the same day, Lane
Powell and Breyer & Associates negotiated final minor revisions to the merger agreement and a final, execution
version of the merger agreement was distributed to Siuslaw’s and Banner’s boards of directors for consideration and
approval.

At a special joint meeting of the boards of directors of Siuslaw and Siuslaw Bank held on August 7, 2014,

Sandler orally presented its opinion that the merger consideration is fair to Siuslaw’s common shareholders from a
financial point of view. Lane Powell presented a summary of the key provisions of the merger agreement and draft
resolutions for consideration by the respective boards of directors of Siuslaw and Siuslaw Bank. The Siuslaw board of
directors unanimously approved the merger agreement and recommended that Siuslaw shareholders vote in favor of
the merger. The Siuslaw Bank board of directors unanimously approved the merger of Siuslaw Bank with Banner
Bank.

Siuslaw’s Reasons for the Merger; Recommendation of Siuslaw’s Board of Directors

The Siuslaw board of directors believes the merger is in the best interests of Siuslaw and the Siuslaw
shareholders. After careful consideration, the Siuslaw board of directors unanimously approved the merger agreement
at a meeting held on August 7, 2014 and recommends that Siuslaw shareholders vote “FOR” approval of the merger
proposal and “FOR” the adjournment proposal.

In reaching its determination to approve the merger agreement, the Siuslaw board of directors consulted with Siuslaw’s
management and its financial and legal advisors, and considered a number of factors. Following is a description of
each of the material factors that the Siuslaw board of directors believes favor the merger:

e the Siuslaw board of directors’s assessment, based in part on presentations by Sandler, Siuslaw’s financial advisor,
and its management and the results of the due diligence investigation of Banner conducted by Siuslaw’s
management and financial and legal advisors, of the business, financial performance, operations, capital level, asset
quality, management, financial condition, competitive position and stock performance of Banner on an historical
and a prospective basis, and of the combined company on a pro forma basis including anticipated cost savings;

e the Siuslaw board of directors’ knowledge of Banner’s business, operations, financial condition, earnings, asset
quality and prospects;
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e the financial and growth prospects for Siuslaw and its shareholders of a business combination with Banner as
compared to continuing to operate as a stand-alone entity;

¢ the information presented by Sandler to the Siuslaw board of directors with respect to the merger and the opinion
of Sandler that, as of the date of that opinion, the merger consideration was fair to the
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holders of Siuslaw common stock from a financial point of view (see “—Opinion of Siuslaw’s Financial Advisor” on
page 39);

e the benefits to Siuslaw and its customers of operating as a larger organization, including enhancements in products
and services, higher lending limits, and greater financial resources;

e the Siuslaw board of directors’ belief that the two companies share a common vision of the importance of customer
service and local decision-making and that management and employees of Siuslaw and Banner possess
complementary skills and expertise;

e the current and prospective economic and competitive environment facing the financial services industry generally,
and Siuslaw in particular, including the continued rapid consolidation in the financial services industry and the

competitive effects of the increased consolidation on smaller financial institutions such as Siuslaw;

¢ Banner’s interest in expanding its business banking and commercial real estate businesses in Siuslaw’s market areas,
and the complementary market areas, banking philosophy and community focus of both Banner and Siuslaw;

e Banner’s historical record and commitment with respect to the communities and employees of the companies it has
acquired and its belief that Banner is a high quality financial services company with a compatible business culture
and shared approach to customer service and increasing shareholder value;

¢ the increasing importance of operational scale and financial resources in maintaining efficiency and remaining
competitive over the long term and in being able to capitalize on technological developments which significantly
impact industry competitive conditions;

¢ the greater market capitalization and trading liquidity of Banner common stock in the event that Siuslaw
shareholders desire to sell the shares of Banner common stock to be received by them following completion of the

merger;

¢ the expected social and economic impact of the merger on the constituencies served by Siuslaw, including its
borrowers, customers, depositors, employees, suppliers and communities;

¢ the employee and severance benefits to be provided to Siuslaw employees and career opportunities in a larger
organization;

e the expectation that the merger will be treated as a tax-free reorganization;
e the fact that Banner has existing resources to fund the cash portion of the merger consideration;

¢ the Siuslaw board of directors’ assessment, with the assistance of counsel, concerning the likelihood that Banner
would obtain all regulatory approvals required for the merger;

e the dividend histroy of Banner and psosible dividend amounts following the merger;
e price premium to Siuslaw's existing stock price; and

e stock consideration.
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In the course of its deliberations regarding the merger, the Siuslaw Board also considered the following information
that the Siuslaw board of directors determined did not outweigh the benefits to Siuslaw and its shareholders expected
to be generated by the merger:

36

82



Edgar Filing: BANNER CORP - Form S-4/A

¢ the potential risk of diverting management attention and resources from the operation of Siuslaw’s business and
towards the completion of the merger;

e the restrictions on the conduct of Siuslaw’s business prior to the completion of the merger, which are customary for
public company merger agreements involving financial institutions, but which, subject to specific exceptions, could
delay or prevent Siuslaw from undertaking business opportunities that may arise or any other action it would
otherwise take with respect to the operations of Siuslaw absent the pending merger;

e the potential risks associated with achieving anticipated cost synergies and savings and successfully integrating
Siuslaw’s business, operations and workforce with those of Banner;

e the merger-related costs;

o the fact that the interests of certain of Siuslaw’s directors and executive officers may be different from, or in
addition to, the interests of Siuslaw’s other shareholders as described under the heading “-Interests of Siuslaw
Executive Officers and Directors in the Merger” on page 55;

e the fact that, because the stock portion of the merger consideration consists of a fixed exchange ratio of shares of
Banner common stock, Siuslaw shareholders could be adversely affected by a decrease in the trading price of
Banner common stock during the pendency of the merger;

¢ the fact that, while Siuslaw expects that the merger will be consummated, there can be no assurance that all
conditions to the parties’ obligations to complete the merger agreement will be satisfied, including the risk that
necessary regulatory or shareholder approvals might not be obtained and, as a result, the merger may not be
consummated;

¢ the risk of potential employee attrition and/or adverse effects on Siuslaw’s business and customer relationships as a
result of the pending merger;

e the dividend history of Banner and possible dividend amounts following the merger;

o the fact that: (i) the merger agreement includes a “force the vote” provision that would obligate Siuslaw to hold a
shareholders’ meeting to consider the merger agreement even if the Siuslaw board of directors withdraws its
favorable recommendation of the merger agreement after determining in good faith that it would be inconsistent
with its fiduciary interests to recommend the merger agreement; (ii) Siuslaw would be prohibited from
affirmatively soliciting acquisition proposals after execution of the merger agreement; and (iii) Siuslaw would be
obligated to pay to Banner a termination fee of $2.3 million if the merger agreement is terminated under certain
circumstances, all of which may discourage other parties potentially interested in a strategic transaction with
Siuslaw from pursuing such a transaction; and

e the other risks described under the heading “Risk Factors” beginning on page 14.

The Siuslaw board of directors believes that the merger is in the best interests of Siuslaw and its shareholders.
Accordingly, the board of directors has unanimously approved the merger agreement and unanimously recommends
that you vote “FOR” the approval of the merger agreement and the adjournment proposal.

In considering the recommendation of the Siuslaw board of directors with respect to the proposal to adopt and approve
the merger agreement, Siuslaw shareholders should be aware that Siuslaw’s directors and executive officers have
interests in the merger that may be different from, or in addition to, those of other Siuslaw shareholders. The board of
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directors was aware of and considered these interests, among other matters, in evaluating and negotiating the merger
agreement and the merger and in recommending that the merger agreement be approved by Siuslaw’s shareholders.
See “—Interests of Siuslaw Executive Officers and Directors in the Merger” on page 55.
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The foregoing discussion of the information considered by the Siuslaw board of directors is not intended to be
exhaustive but includes all of the material factors considered by the Siuslaw board of directors. In the course of its
deliberations with respect to the merger, the Siuslaw board of directors discussed the anticipated impact of the merger
on Siuslaw, its shareholders, and its various other constituencies, and determined that the benefits to Siuslaw and its
constituencies expected to result from the merger would likely outweigh any disadvantages identified during the board
of directors’ deliberations. In reaching its determination to approve and recommend the merger, the Siuslaw board of
directors did not assign any relative or specific weights to the factors considered in reaching that determination, and
individual directors may have given differing weights to different factors.

For the reasons set forth above, the Siuslaw board of directors determined that the merger, the merger agreement and
the transactions contemplated by the merger agreement are advisable and in the best interests of Siuslaw’s
shareholders, and approved the merger agreement. The Siuslaw board of directors unanimously recommends that the
Siuslaw shareholders vote “FOR” the approval of the merger proposal and “FOR” the adjournment proposal.

Banner’s Reasons for the Merger

After careful consideration, at a meeting held on July 22, 2014, Banner’s board of directors determined that the merger
is in the best interests of Banner and its shareholders and unanimously approved the merger agreement.

In reaching its decision to approve the merger agreement, the Banner board of directors consulted with Banner
management, as well as MWRI, its independent financial advisor, and considered a number of factors, including the
following material factors:

¢ its knowledge of Siuslaw’s business, operations, financial condition, earnings and prospects, taking into account the
results of Banner’s due diligence review of Siuslaw, including Banner’s assessments of Siuslaw’s credit policies,
asset quality, adequacy of loan loss reserves, interest rate risk and litigation;

e the fact that Siuslaw would enable Banner to expand its strategic presence through ten additional bank offices in
Oregon;

e The reports of Banner’s management and the financial presentation of Banner’s financial advisor concerning the
business, operations, financial condition and earnings of Siuslaw on an historical and prospective basis and the pro
forma financial impact of the merger;

e the fact that Siuslaw’s shareholders would own approximately 6.3% of the outstanding shares of Banner
immediately following the merger;

e Siuslaw and Banner’s management teams share a common business vision and commitment to their respective
customers, shareholders, employees and other constituencies;

e Banner’s management believes that the merger will be accretive to Banner’s GAAP earnings in periods subsequent
to incurring certain non-recurring acquisition, conversion and integration costs;

e the merger is likely to provide an increase in shareholder value, including the benefits of a stronger strategic
position;

¢ the anticipated pro forma impact of the merger on the combined company, including potential synergies, and the

expected impact on financial metrics such as earnings and tangible equity per share, as well as on regulatory capital
levels;
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the likelihood of a successful integration of Siuslaw’s business, operations and workforce with those of Banner;
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e the regulatory and other approvals required in connection with the transaction and the likelihood such approvals
would be received in a timely manner and without unacceptable conditions;

¢ the financial and other terms of the merger agreement, including the fixed exchange ratio for the stock portion of
the merger consideration and the fixed per share amount for the cash portion of the merger consideration, tax
treatment and termination fee provisions, which the Banner board of directors reviewed with its outside financial
and legal advisors; and

o the presentation of MWRI to the Banner Board on August 22, 2014 and the written opinion of MWRI, dated as of
August 22, 2014, delivered to the Banner board of directors to the effect that, as of that date, and subject to and
based on the various assumptions, considerations, qualifications and limitations set forth in the opinion, the merger
consideration payable to holders of Siuslaw stock was fair, from a financial point of view, to Banner.

The Banner board of directors also considered a number of potential risks and uncertainties associated with the merger
in connection with its deliberation of the proposed transaction, including, without limitation, the following:

e the potential risk of diverting management attention and resources from the operation of Banner’s business towards
the completion of the merger;

¢ the potential risks associated with achieving anticipated cost synergies and savings and successfully integrating
Siuslaw’s business, operations and workforce with those of Banner;

e the merger-related costs;
¢ the outcome of potential litigation in connection with the merger; and
e the other risks described under the heading “Risk Factors” on page 14.

The foregoing discussion of the factors considered by the Banner board of directors is not intended to be exhaustive,
but rather includes the material factors considered by the Banner board of directors. In reaching its decision to approve
the merger agreement, the Banner board of directors did not quantify or assign any relative weights to the factors
considered, and individual directors may have given different weights to different factors. The Banner board of
directors considered all these factors as a whole, including discussions with, and questioning of, Banner management
and Banner’s financial and legal advisors, and overall considered the factors to be favorable to, and to support, its
determination.

Opinion of Siuslaw’s Financial Advisor

By letter dated October 31, 2013, Siuslaw retained Sandler to act as financial advisor to Siuslaw’s board of directors in
connection with and to assist it in a potential sale process. Sandler is a nationally recognized investment banking firm
whose principal business specialty is financial institutions. In the ordinary course of its investment banking business,
Sandler is regularly engaged in the valuation of financial institutions and their securities in connection with mergers
and acquisitions and other corporate transactions.

Sandler acted as financial advisor to the Siuslaw board of directors in connection with the proposed transaction and
participated in certain of the negotiations leading to the execution of the merger agreement. At the August 7, 2014
meeting at which Siuslaw’s board of directors considered and approved the merger agreement, Sandler delivered to the
board or directors its oral opinion, which was subsequently confirmed in writing, that, as of such date, the merger
consideration was fair to the holders of Siuslaw common stock from a financial point of view. The full text of
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Sandler’s opinion is attached as Appendix B to this proxy statement/prospectus. The opinion outlines the procedures
followed, assumptions made, matters considered and qualifications and limitations on the review undertaken by
Sandler in rendering its opinion. The description of the opinion set forth below is qualified in its entirety by reference
to the full text of the opinion. Holders of Siuslaw common stock are urged to read the entire opinion carefully in
connection with their consideration of the proposed merger.
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Sandler’s opinion speaks only as of the date of the opinion. The opinion was directed to Siuslaw’s board of directors
and is directed only to the fairness of the merger consideration to the holders of Siuslaw common stock from a
financial point of view. It does not address the underlying business decision of Siuslaw to engage in the merger or
any other aspect of the merger and is not a recommendation to any holder of Siuslaw common stock as to how such
holder of Siuslaw common stock should vote at the special meeting with respect to the merger or any other

matter. Sandler did not express any opinion as to the fairness of pay compensation matters or director and employee
benefit matters that may arise in connection with or related to the merger.

In connection with rendering its opinion dated August 7, 2014, Sandler reviewed and considered, among other things:
e the merger agreement;
e certain financial statements and other historical financial information of Siuslaw that Sandler deemed relevant;
e certain financial statements and other historical financial information of Banner that Sandler deemed relevant;

e certain internal financial estimates for Siuslaw for the years ending December 31, 2014 through December 31,
2018 as provided by senior management of Siuslaw;

- publicly available mean analyst earnings per share estimates for Banner for the years ending December 31, 2014
and December 31, 2015 and an estimated long-term annual earnings per share growth rate for the years ending
December 31, 2016 through December 31, 2018 as discussed with senior management of Banner;

¢ the pro forma financial impact of the merger on Banner based on assumptions relating to transaction expenses,

purchase accounting adjustments, cost savings and other synergies as prepared by and/or reviewed and discussed
with the senior management of Banner;

® a comparison of certain financial and other information for Siuslaw and Banner, including stock trading

information, with similar publicly available information for certain other commercial banks, the securities of which
are publicly traded;

e the terms and structures of other recent merger and acquisition transactions in the commercial banking sector;

e the current market environment generally and in the commercial banking sector in particular; and

e such other information, financial studies, analyses and investigations and financial, economic and market criteria

as Sandler considered relevant.

Sandler also discussed with certain members of the senior management of Siuslaw the business, financial condition,
results of operations and prospects of Siuslaw and held similar discussions with the senior management of Banner
regarding the business, financial condition, results of operations and prospects of Banner.

In performing its reviews and analyses and in rendering its opinion, Sandler relied upon the accuracy and
completeness of all of the financial and other information that was available to Sandler from public sources, that was
provided to Sandler by Siuslaw or Banner or their respective representatives or that was otherwise reviewed by
Sandler and Sandler assumed their accuracy and completeness for purposes of rendering its opinion. Sandler further
relied on the assurances of the senior management of each of Siuslaw and Banner that they were not aware of any
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facts or circumstances that would make any of such information inaccurate or misleading in any material

respect. Sandler was not asked to undertake, and did not undertake an independent verification of any of such
information and Sandler assumes no responsibility or liability for the accuracy or completeness thereof. Sandler did
not make an independent evaluation or appraisal of the specific assets, the collateral securing assets or the liabilities
(contingent or otherwise) of Siuslaw or Banner or any of their subsidiaries. Sandler did not make an independent
evaluation of the adequacy of the allowance for loan losses of Siuslaw and Banner and Sandler did not review any
individual credit files relating to Siuslaw or Banner. Sandler assumed that the respective allowances for loan losses
for Siuslaw and Banner are adequate to cover such losses and will be adequate on a proforma basis.

Internal financial estimates provided by the senior management of Siuslaw and publicly available mean earnings per
share estimates and an estimated long-term annual earnings per share growth rate for Banner were used by Sandler in
its analyses. The senior management of Siuslaw confirmed to Sandler that internal financial estimates reflected the
best currently available estimates and judgment of senior management of the future financial performance of

Siuslaw. With respect to the purchase accounting adjustments, cost savings and other synergies determined by the
senior management of Banner, such management confirmed that they reflected the best currently available

estimates. Sandler expresses no opinion as to such financial projections or estimates or the assumptions on which they
are based. Sandler has also assumed that there has been no material change in the assets, financial condition, results
of operations, business or prospects of Siuslaw and Banner since the date of the most recent financial data made
available to Sandler. Sandler assumed in all respects material to its analyses that Siuslaw and Banner would remain as
going concerns for all periods relevant to Sandler’s analyses. Additionally, Sandler assumed that both Banner and
Siuslaw would comply in all material respects with material terms of the merger agreement and that the
representations and warranties contained in the merger agreement were true in all material respects and that covenants
contained in the merger agreement will be performed in all material respects and that all conditions in the merger
agreement will be met. Finally, Sandler has expressed no opinion as to any legal, accounting and tax matters relating
to the merger and the other transactions contemplated by the merger agreement.

Sandler’s opinion was necessarily based on financial, economic, market and other conditions as in effect on, and the
information made available to Sandler as of, the date of its opinion. Events occurring after the date thereof could
materially affect its opinion. Sandler has not undertaken to update, revise, reaffirm or withdraw its opinion or
otherwise comment upon events occurring after the date of its opinion. Sandler expressed no opinion as to the prices
at which the common stock of Siuslaw or Banner may trade at any time or the impact of the change in price of Banner
common stock on the merger consideration.

In rendering its opinion dated August 7, 2014, Sandler performed a variety of financial analyses. The following is a
summary of the material analyses performed by Sandler, but is not a complete description of all the analyses
underlying Sandler's opinion. The summary includes information presented in tabular format. In order to fully
understand the financial analyses, these tables must be read together with the accompanying text. The tables alone do
not constitute a complete description of the financial analyses. The preparation of a fairness opinion is a complex
process involving subjective judgments as to the most appropriate and relevant methods of financial analysis and the
application of those methods to the particular circumstances. The process, therefore, is not necessarily susceptible to a
partial analysis or summary description. Sandler believes that its analyses must be considered as a whole and that
selecting portions of the factors and analyses to be considered without considering all factors and analyses, or
attempting to ascribe relative weights to some or all such factors and analyses, could create an incomplete view of the
evaluation process underlying its opinion. Also, no company included in Sandler’s comparative analyses described
below is identical to Siuslaw or Banner and no transaction is identical to the merger. Accordingly, an analysis of
comparable companies or transactions involves complex considerations and judgments concerning differences in
financial and operating characteristics of the companies and other factors that could affect the public trading values or
merger transaction values, as the case may be, of Siuslaw and Banner and the companies to which they are being
compared.

91



Edgar Filing: BANNER CORP - Form S-4/A

In performing its analyses, Sandler also made numerous assumptions with respect to industry performance, business
and economic conditions and various other matters, many of which cannot be predicted and are beyond the control of
Siuslaw, Banner and Sandler. The analyses performed by Sandler is not necessarily indicative of actual values or
future results, both of which may be significantly more or less favorable than suggested by such analyses. Sandler
prepared its analyses solely for purposes of rendering its opinion and provided such analyses to the Siuslaw board of
directors at the board of directors’ August 7, 2014 meeting. Estimates on the values of companies do not
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purport to be appraisals or necessarily reflect the prices at which companies or their securities may actually be

sold. Such estimates are inherently subject to uncertainty and actual values may be materially different. Accordingly,
Sandler’s analyses do not necessarily reflect the value of Siuslaw’s common stock or the prices at which Siuslaw’s
common stock may be sold at any time. The analyses of Sandler and its opinion were among a number of factors
taken into consideration by Siuslaw’s board of directors in making its determination to approve the merger agreement
and the analyses described below should not be viewed as determinative of the decision Siuslaw’s board of directors or
management with respect to the fairness of the merger.

In arriving at its opinion, Sandler did not attribute any particular weight to any analysis or factor that it considered.
Rather, it made qualitative judgments as to the significance and relevance of each analysis and factor. Sandler did not
form an opinion as to whether any individual analysis or factor (positive or negative) considered in isolation supported
or failed to support its opinion; rather, Sandler made its determination as to the fairness of the merger consideration on
the basis of its experience and professional judgment after considering the results of all its analyses taken as a whole.

Summary of Proposal. Sandler reviewed the financial terms of the merger. At the effective time, each share of Siuslaw
common stock will be converted into 0.32231 shares of Banner common stock and (ii) $1.41622 in cash. In addition,
cash will be paid in lieu of the issuance of any fractional shares of Banner. Based upon the closing price of Banner’s
common stock of $39.65 as of August 6, 2014, Sandler calculated value of $14.20 per Siuslaw common

share. Assuming 3,992,937 Siuslaw common shares outstanding, Sandler calculated an aggregate value of $56.7
million in exchange for all the common stock of Siuslaw. Based upon financial information as of or for the twelve
month period ended June 30, 2014, Sandler calculated the following valuation ratios:

Transaction Value Per Share / Tangible Book Value Per Share: 148%
Transaction Value Per Share / Last Twelve Months Earnings Per

Share: 17.3x
Tangible Book Premium to Core Deposits1: 6.0%
Market Premium as of August 6, 2014: 60.4%

1Core deposits equals total deposits less time deposits >$100,000

Analysis of Trading Liquidity of Banner Common Stock. Sandler used publicly available information to review
Banner’s average daily common stock trading activity for the five day, 30 day and one year periods ending August 6,
2014. During those periods, Banner’s daily average common stock trading activity ranged from 57 thousand shares to
107 thousand shares per day. Based on an estimated 1.3 million Banner common shares to be issued in aggregate to
Siuslaw common shareholders, the analysis indicated that it would take between 12 and 23 trading days to trade all of
the shares issued to Siuslaw common shareholders.

Siuslaw - Comparable Company Analysis. Sandler used publicly available information to compare selected financial
information for Siuslaw and a group of financial institutions as selected by Sandler. The Siuslaw peer group consisted
of publicly-traded banks headquartered in California, Idaho, Montana, Oregon, and Washington with total assets as of
June 30, 2014 unless otherwise noted, between $200 million and $500 million, and last twelve months return on
average assets of greater than 0.50%.

AltaPacific Bancorp Independence Bank

American Riviera Bank Northwest Bancorporation, Inc.
BEO Bancorp Puget Sound Bank

California Bank of Commerce Santa Cruz County Bank
Capital Bankl Sound Financial Bancorp, Inc.
Capital Pacific Bancorp Summit State Bank
CommerceWest Bank Valley Commercial Bancorp
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County Commerce Bank

1Financial information based on GAAP or regulatory financial data as of March 31, 2014
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The analysis compared publicly available financial information for Siuslaw and the mean and median financial and
market trading data for the Siuslaw peer group as of or for the period ended June 30, 2014 unless otherwise noted
above, with pricing data as of August 6, 2014. The table below sets forth the data for Siuslaw and the data for the
Siuslaw peer group.

Comparable Company Analysis

Comparable Comparable

Siuslaw Group Median Group Mean
Total Assets (in millions) $360 $379 $352
Market Capitalization (in millions) $36 $42 $42
Price / Tangible Book Value 92% 118% 116%
Price / Last Twelve Months Earning Per
Share 10.8x 13.9x 15.6x
Dividend Yield 2.26% 0.00% 0.65%
One-Year Stock Price Change 7.3% 13.9% 15.2%
Net Interest Margin 3.70% 4.22% 4.34%
Efficiency Ratio 75% 67% 67%
Return on Average Assets 0.96% 0.84% 0.86%
Tangible Common Equity / Tangible Assets 10.6% 10.2% 10.7%
Loans / Deposits 79.1% 90.1% 87.0%
Non-Performing Assets / Assets 4.03% 0.92% 0.88%

Banner - Comparable Company Analysis. Sandler used publicly available information to compare selected
financial information for Banner and a group of financial institutions as selected by Sandler. The Banner peer group
consisted of NYSE and NASDAQ-traded western region headquartered banks with total assets as of June 30, 2014,
between $3.0 billion and $10.0 billion.

Banc of California, Inc. Glacier Bancorp, Inc.
Heritage Financial

Central Pacific Financial Corporation

Columbia Banking System,

Inc. Opus Bank

CVB Financial Corp. Westamerica Bancorporation

First Interstate BancSystem,

Inc.
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The analysis compared publicly available financial information for Banner and the mean and median financial and
market trading data for the Banner peer group as of or for the period ended June 30, 2014 with pricing data as of
August 6, 2014. The table below sets forth the data for Banner and the data for the Banner peer group.

Comparable Company Analysis

Total Assets (in millions)

Market Capitalization (in millions)

Price / Tangible Book Value

Price / Last Twelve Months Earnings Per Share
Price / Estimated 2014 Earnings Per Share
Price / Estimated 2015 Earnings Per Share
Dividend Yield

One-Year Stock Price Change

Net Interest Margin

Efficiency Ratio

Return on Average Assets

Tangible Common Equity / Tangible Assets
Loans / Deposits

Non-Performing Assets / Assets

Banner

$4,745

$776
139
17.5
14.8
15.0
1.82
52
4.06
68
1.02
11.8
95.8
1.22

Comparable

Group Comparable
Median Group Mean
$4,931 $5,783
$1,167 $1,065

185 % 184 %
18.0 x 192 X
16.8 x 172 X
14.1 x 142 X
2.50 % 241 %

0.6 % 0.4 %
3.86 % 3.96 %
63 % 64 %
1.08 % 0.95 %
10.4 % 9.9 %

73.2 % 73.8 %
1.51 % 1.35 %

Siuslaw - Stock Price Performance. Sandler reviewed the history of the publicly reported trading prices of Siuslaw’s
common stock for the one-year and three-year periods ended August 6, 2014. Sandler then compared the relationship
between the movements in the price of Siuslaw’s common stock against the movements in the prices of Siuslaw’s peer
group (as described on page 43), S&P 500 Index and NASDAQ Index.

Siuslaw’s One-Year Stock Performance

Beginning
Index Value
August 6,
2013
Siuslaw 100
Siuslaw Peer Group 100
S&P 500 Index 100
NASDAQ Index 100
Siuslaw’s Three-Year Stock Performance
Beginning
Index Value
August 6,
2011
Siuslaw 100
Siuslaw Peer Group 100
S&P 500 Index 100
NASDAQ Index 100

%
%
%
%

%
%
%
%

Ending
Index Value
August 6,
2014
107 %
120 %
113 %
119 %
Ending
Index Value
August 6,
2014
111 %
171 %
160 %
172 %
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Banner - Stock Price Performance. Sandler reviewed the history of the publicly reported trading prices of Banner’s
common stock for the one-year and three-year periods ended August 6, 2014. Sandler then compared the relationship
between the movements in the price of Banner’s common stock against the movements in the prices of Banner’s peer
group (as described on page 43), S&P 500 Index and NASDAQ Index.

Banner’s One Year Stock Performance

Beginning Ending Index

Index Value Value

August 6, August 6,

2013 2014
Banner 100 % 105 %
Banner Peer Group 100 % 104 %
S&P 500 Index 100 % 113 %
NASDAQ Index 100 % 119 %
Banner’s Three Year Stock Performance

Beginning Ending Index

Index Value Value

August 6, August 6,

2011 2014
Banner 100 % 245 %
Banner Peer Group 100 % 172 %
S&P 500 Index 100 % 160 %
NASDAQ Index 100 % 172 %

Siuslaw - Net Present Value Analysis. Sandler performed an analysis that estimated the net present value per share of
Siuslaw common stock under various circumstances. The analysis assumed that Siuslaw performed in accordance to
internal financial estimates provided by Siuslaw’s senior management for the years ending December 31, 2014 through
December 31, 2018. To approximate the terminal value of Siuslaw common stock at December 31, 2018, Sandler
applied price to earnings multiples ranging from 9.00x to 17.75x and multiples of tangible book value ranging from
80% to 130%. The terminal values were then discounted to present values using different discount rates ranging from
10.0% to 16.0% chosen to reflect different assumptions regarding required rates of return of holders or prospective
buyers of Siuslaw’s common stock.

During the Siuslaw board of directors meeting on August 7, 2014, Sandler noted that the terminal value analysis is a

widely used valuation methodology, but the results of such methodology are highly dependent upon the numerous
assumptions that must be made, and the results thereof are not necessarily indicative of actual values or future results.
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As illustrated in the following tables, the analysis indicates an imputed range of values per share of Siuslaw common
stock of $5.73 to $13.53 when applying multiples of earnings to the applicable amounts indicated in the Siuslaw
estimates and $5.91 to $11.65 when applying multiples of tangible book value to the applicable amounts indicated in

the Siuslaw estimates.

Earnings Per Share Multiples

Discount Rate9.00x 10.75x 12.50x 14.25x 16.00x 17.75x
10.0% 7.20 8.47 9.73 11.00 12.27 13.53
12.0% 6.66 7.83 9.00 10.17 11.33 12.50
14.0% 6.17 7.25 8.33 941 10.49 11.57
16.0% 5.73 6.73 7.72 8.72 9.72 10.72
Tangible Book Value Multiples

Discount Rate80% 90% 100% 110% 120% 130%
10.0% 7.43 8.27 9.12 9.96 10.80 11.65
12.0% 6.87 7.65 8.43 9.21 9.98 10.76
14.0% 6.37 7.09 7.80 8.52 9.24 9.96
16.0% 5.91 6.57 7.24 7.90 8.57 9.23

Sandler also considered and discussed with the Siuslaw board of directors how this analysis would be affected by
changes in the underlying assumptions, including variations with respect to net income. To illustrate this impact,
Sandler performed a similar analysis assuming Siuslaw’s net income varied from 20% above projections to 20% below
projections. This analysis indicates the following range of per share values for Siuslaw common stock, using the same
price to earnings multiples of 9.00x to 17.75x and a discount rate of 12.87%.

Earnings Per Share Multiples

Annual Net

Income

Variance 9.00x 10.75x 12.50x 14.25x 16.00x 17.75x
-20% 5.28 6.18 7.09 7.99 8.89 9.80
-10% 5.86 6.88 7.89 8.91 9.92 10.94
0% 6.44 7.57 8.70 9.83 10.96 12.08
10% 7.02 8.26 9.51 10.75 11.99 13.23
20% 7.60 8.96 10.31 11.67 13.02 14.37

The following table describes a discount rate calculation for Siuslaw prepared by Sandler. The discount rate equals
the sum of the risk free rate, the equity risk premium and the size premium.

Risk Free Rate 4.00% Normalized 20yr UST
Equity Risk Premium 5.00% Duff & Phelps

Size Premium 3.87% Duff & Phelps
Discount Rate 12.87%

Banner — Net Present Value Analysis. Sandler also performed an analysis that estimated the net present value per share
of Banner common stock under various circumstances. The analysis assumed that Banner performed in accordance
with publicly available mean analyst earnings estimates for the years ending December 31, 2014 and December 31,
2015 and an estimated long-term annual growth rate for the years ending December 31, 2016 through December 31,
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2018 as well as assumptions for annual common dividend payments, in each case as discussed with senior
management of Banner.
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To approximate the terminal value of Banner common stock at December 31, 2018, Sandler applied price to earnings
multiples ranging from 13.0x to 18.0x and multiples of tangible book value ranging from 125% to 225%. The
terminal values were then discounted to present values using different discount rates ranging from 7.0% to 12.0%
chosen to reflect different assumptions regarding required rates of return of holders or prospective buyers of Banner’s
common stock.

At the August 7, 2014 Siuslaw board of directors meeting, Sandler noted that the net present value analysis is a widely
used valuation methodology, but the results of such methodology are highly dependent upon the numerous
assumptions that must be made, and the results thereof are not necessarily indicative of actual values or future results.

As illustrated in the following tables, the analysis indicates an imputed range of values per share of Banner common
stock of $26.86 to $43.96 when applying earnings multiples to the applicable amounts indicated in the Banner
projections and $30.93 to $65.12 when applying multiples of tangible book value to the applicable amounts indicated
in the Banner projections.

Earnings Per Share Multiples

Discount Rate13.0x 14.0x 15.0x 16.0x 17.0x 18.0x
7.0% 32.69 34.95 37.20 39.45 41.71 43.96
8.0% 31.41 33.57 35.73 37.89 40.05 42.22
9.0% 30.19 32.26 34.33 36.41 38.48 40.55
10.0% 29.02 31.01 33.00 34.99 36.98 38.97
11.0% 27.92 29.83 31.74 33.65 35.56 37.47
12.0% 26.86 28.70 30.53 32.37 34.20 36.04

Tangible Book Value Multiples

Discount Rate125% 145% 165% 185% 205% 225%
7.0% 37.68 43.17 48.66 54.15 59.63 65.12
8.0% 36.19 41.46 46.72 51.98 57.24 62.51
9.0% 34.78 39.83 44.88 49.92 54.97 60.02
10.0% 33.43 38.28 43.12 47.97 52.81 57.66
11.0% 32.15 36.80 41.45 46.10 50.75 55.41
12.0% 30.93 35.39 39.86 4433 48.80 53.26

Sandler also considered and discussed with the Siuslaw board of directors how this analysis would be affected by
changes in the underlying assumptions, including variations with respect to earnings per share. To illustrate this
impact, Sandler performed a similar analysis assuming Banner net income varied from 20% above projections to 20%
below projections. This analysis indicates the following range of per share values for Banner common stock, using
the same price to earnings multiples of 13.0x to 18.0x and a discount rate of 9.07%:

Earnings Per Share Multiples

Annual EPS

Variance 13.0x 14.0x 15.0x 16.0x 17.0x 18.0x
-20% 24.73 26.38 28.04 29.69 31.35 33.00
-10% 27.42 29.28 31.14 33.00 34.86 36.73
0% 30.11 32.18 34.24 36.31 38.38 40.45
10% 32.80 35.07 37.35 39.62 41.90 44.17
20% 35.49 37.97 40.45 42.93 45.41 47.90

101



47

Edgar Filing: BANNER CORP - Form S-4/A

102



Risk Free Rate 4.00% Normalized 20yr UST
Equity Risk Premium 5.00% Duff & Phelps

2 Year Beta 1.013 Bloomberg

Discount Rate 9.07%

Analysis of Selected Merger Transactions. Sandler reviewed two groups of comparable merger and acquisition
transactions. The groups of merger and acquisition transactions included (i) 20 transactions announced between
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The following table describes a discount rate calculation for Banner prepared by Sandler. The discount rate equals
the product of the two year beta and equity risk premium plus the risk free rate.

January 1, 2014 and August 6, 2014 involving nationwide commercial bank targets with: assets between $200 million
and $500 million (excluding merger of equal transactions), last twelve months return on average assets greater than
0.50%, and non-performing assets to assets less than 10.0%; and (ii) eight transactions announced between January 1,
2013 and August 6, 2014 involving western region commercial bank targets with: assets between $200 million and
$500 million (excluding merger of equal transactions), last twelve months return on average assets greater than 0.50%,
and non-performing assets to assets less than 10.0%.

The nationwide transaction group was composed of the following transactions:

48

Acquirer / Target

Old National Bancorp / Founders Financial Corporation

First Merchants Corporation / Community Bancshares, Inc.
Univest Corporation of Pennsylvania / Valley Green Bank
BNC Bancorp / Harbor Bank Group, Inc.

Old National Bancorp / LSB Financial Corp.

Independent Bank Group, Inc. / Houston City Bancshares, Inc.
First Business Financial Services, Inc. / Aslin Group, Inc.
Glacier Bancorp, Inc. / FNBR Holding Corporation

Home BancShares, Inc. / Florida Traditions Bank

Institution for Savings in Newburyport / Rockport National
Bankcorp, Inc.

CB Financial Services, Inc. / FedFirst Financial Corporation
MainSource Financial Group, Inc. / MBT Bancorp

Peoples Bancorp, Inc. / Ohio Heritage Bancorp, Inc.
Simmons First National Corporation / Delta Trust & Banking
Corporation

Auto Club Insurance Association / National Bancorp, Inc.
First Citizens Bancshares, Inc. / Southern Heritage Bancshares,
Inc.

Salisbury Bancorp, Inc. / Riverside Bank

CBFH, Inc. / MC Bancshares, Inc.

Southern Missouri Bancorp, Inc. / Peoples Service Company
CVB Financial Corp. / American Security Bank
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The west region transaction group was composed of the following transactions:

Acquirer / Target

CVB Financial Corp. / American Security Bank

Heritage Oaks Bancorp / Mission Community Bancorp

Bank of Marin Bancorp / NorCal Community Bancorp

Sterling Financial Corporation / Commerce National Bank
Glacier Bancorp, Inc. / North Cascades Bancshares

Heritage Financial Corporation / Valley Community Bancshares,
Inc.

Pacific Premier Bancorp, Inc. / San Diego Trust Bank

Glacier Bancorp, Inc. / Wheatland Bankshares, Inc.

Imputed Valuation Analysis. While reviewing the nationwide and west region comparable merger and acquisition
transaction groups, Sandler reviewed the following multiples: transaction value per share to tangible book value per
share, transaction value per share to last twelve months earnings per share, tangible book premium to core deposits
and market premium to seller’s stock price two days before transaction announcement. As illustrated in the following
tables, Sandler used the mean and median transaction multiples from the comparable transaction groups to impute a
per share value for Siuslaw. The nationwide transaction group indicates a range of imputed values from $11.59 to
$17.23 per common share.

Median Imputed Mean Imputed
Nationwide Per Share Nationwide Per Share
Transactions Value Transactions Value
Transaction Value Per Share / 152% $14.53 154% $14.71
Tangible Book Value Per Share
Transaction Value Per Share / 18.5x $15.18 21.0x $17.23
Last Twelve Months Earnings Per Share
Transaction Value Per Share / 7.0% $14.93 7.9% $15.64
Tangible Book Premium to Core
Deposits1
Market Premium as of August 6, 2014  31.0% $11.59 31.0% $11.59

1 Tangible book premium to core deposits calculated as (deal value — tangible equity) / (core deposits)
Selected multiples and ratios adjusted for one-time items and tax reversals, where applicable

The west region transaction group indicates a range of imputed values from $10.49 to $17.86 per common share.

Median Imputed Mean Imputed
West Per Share West Per Share
Transactions Value Transactions Value
Transaction Value Per Share / 133% $12.77 134% $12.82
Tangible Book Value Per Share
Transaction Value Per Share / 21.8x $17.86 21.3x $17.49
Last Twelve Months Earnings Per
Share
Transaction Value Per Share / 5.5% $13.77 5.6% $13.85
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Tangible Book Premium to Core

Deposits1

Market Premium as of August 6, 2014 22.4% $10.83 18.5% $10.49

1 Tangible book premium to core deposits calculated as (deal value — tangible equity) / (core deposits)
Selected multiples and ratios adjusted for one-time items and tax reversals, where applicable
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Pro Forma Results and Capital Ratios. Sandler analyzed certain potential pro forma effects of the merger on Banner,
assuming the following as provided by Banner: (i) the merger closes on December 31, 2014; (ii) aggregate
consideration value of $58.1 million, based on Banner’s closing stock price on August 6, 2014 of $39.65; (iii) Banner
would be able to achieve cost savings on Siuslaw’s projected operating expense; (iv) a core deposit intangible of
approximately $5.6 million (10 year, sum-of-years-digits amortization method); (v) a pretax opportunity cost of cash
of 2.00%; (vi) various purchase accounting adjustments, including a mark-to-market adjustment on Siuslaw’s loan
portfolio, securities portfolio and fixed assets. The analysis indicated that for the year ending December 31, 2015, the
merger (excluding transaction expenses) would be accretive to Banner’s projected earnings per share and, at December
31, 2014 the merger would be dilutive to Banner’s tangible book value per share. The analysis also indicated that as of
December 31, 2014, the merger would maintain Banner’s regulatory capital ratios in excess of the regulatory
guidelines for “well capitalized” status. The actual results achieved by the combined company, however, may vary from
projected results and the variations may be material.

Sandler’s Relationship. Sandler acted as the financial advisor to Siuslaw’s board of directors in connection with the
merger and will receive a transaction fee in connection with the merger, the majority of which is subject to the closing
of the merger. Sandler received a fee associated with the delivery of its fairness opinion which became payable upon
Sandler’s delivery of its written fairness opinion. Siuslaw has also agreed to reimburse Sandler for reasonable
out-of-pocket expenses incurred in connection with its engagement and to indemnify Sandler and its affiliates and
their respective partners, directors, officers, employees and agents against certain expenses and liabilities, including
liabilities under applicable federal or state law.

In the ordinary course of its broker and dealer business, Sandler may purchase securities from and sell securities to
Siuslaw and Banner and their respective affiliates. Sandler may also actively trade the debt securities of Siuslaw or
Banner for its own account and for the accounts of its customers and, accordingly may at any time hold a long or short
position in such securities. From time to time, Sandler has provided certain investment banking services to Banner and
its affiliates, and has received compensation and reimbursement of out-of-pocket expenses for such services. During
the past two years prior to the execution of the merger agreement, Sandler provided services to Banner in connection
the sale of bank owned life insurance and received approximately $70,000 in compensation and reimbursement of
out-of-pocket expenses from Banner.

Material U.S. Federal Income Tax Consequences of the Merger

The following summary describes the material U.S. federal income tax consequences of the merger to U.S. holders (as
defined below) of Siuslaw common stock. The summary is based upon the Internal Revenue Code of 1986, as
amended (which we refer to in this document as the “Code”), applicable Treasury Regulations, judicial decisions, and
administrative rulings and practice, all as in effect as of the date hereof, and all of which are subject to change,
possibly with retroactive effect. Any such change could affect the accuracy of the statements and conclusions set forth
in this discussion. This summary does not address any tax consequences of the merger under state, local or foreign
laws, or any federal laws other than those pertaining to income tax.

This discussion addresses only those holders of Siuslaw common stock that hold their Siuslaw common stock as a
capital asset within the meaning of Section 1221 of the Code. It does not address all the U.S. federal income tax
consequences that may be relevant to particular holders of Siuslaw common stock in light of their individual
circumstances or to holders of Siuslaw common stock that are subject to special rules, including, without limitation,
holders that are:

e financial institutions;

e S corporations or other pass-through entities, or investors in pass-through entities;
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persons who are subject to alternative minimum tax;
® insurance companies;

® tax-exempt organizations;
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e dealers in securities or currencies;
e traders in securities that elect to use a mark-to-market method of accounting;

e persons that hold Siuslaw common stock as part of a straddle, hedge, constructive sale, conversion or other
integrated transaction;

e regulated investment companies;
e real estate investment trusts;
e persons whose “functional currency” is not the U.S. dollar;
e persons who are not U.S. holders; and

¢ holders who acquired their shares of Siuslaw common stock through the exercise of an employee stock option,
through a tax qualified retirement plan or otherwise as compensation.

If a partnership (or other entity that is taxed as a partnership for federal income tax purposes) holds Siuslaw common
stock, the tax treatment of a partner in that partnership generally will depend upon the status of the partner and the
activities of the partnership. Partnerships and partners in partnerships should consult their own tax advisors about the
tax consequences of the merger to them.

For purposes of this discussion, the term “U.S. holder” means a beneficial owner that is: an individual citizen or resident
of the United States; a corporation (or other entity taxable as a corporation for U.S. federal income tax purposes)

created or organized under the laws of the United States or any of its political subdivisions; a trust that (i) is subject to
the supervision of a court within the United States and the control of one or more U.S. persons or (ii) has a valid
election in effect under applicable U.S. Treasury regulations to be treated as a U.S. person; or an estate that is subject

to U.S. federal income taxation on its income regardless of its source.

In connection with the filing with the SEC of the registration statement on Form S-4 of which this proxy
statement/prospectus is a part, Silver, Freedman, Taff & Tiernan, LLP has rendered its tax opinion to Banner
addressing the U.S. federal income tax consequences of the merger as described below. In rendering its tax opinion,
counsel relied upon representations and covenants contained in certificates of officers of Siuslaw and Banner.
Counsel’s opinion represents its best legal judgment. However, if any of the representations or assumptions upon
which the opinion is based are inconsistent with the actual facts, the U.S. federal income tax consequences of the
merger could be adversely affected. A copy of the tax opinion is attached as Exhibit 8.1 to the registration statement
on Form S-4.

Neither Banner nor Siuslaw has sought, and neither of them will seek, any ruling from the Internal Revenue Service
regarding any matters relating to the merger, and the opinion described above will not be binding on the Internal
Revenue Service or any court. Consequently, there can be no assurance that the Internal Revenue Service will not
assert, or that a court would not sustain, a position contrary to any of the conclusions set forth below.

The obligation of Banner to complete the merger is conditioned on, among other things, the receipt by Banner of an
opinion from Silver, Freedman, Taff & Tiernan, LLP dated the closing date of the merger, that for U.S. federal income
tax purposes the merger will qualify as a “reorganization” within the meaning of Section 368(a) of the Code. This
opinion will be based upon representation letters provided by Siuslaw and Banner and upon customary factual
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assumptions. The condition that Banner receive an opinion from Silver, Freedman, Taff & Tiernan, LLP may be
waived by Banner. Banner does not currently intend to waive the condition related to the receipt of the opinion.

In addition, the obligation of Silver, Freedman, Taff & Tiernan, LLP to deliver such opinion is conditioned on the
merger satisfying the statutory and regulatory requirements of a “reorganization,” including the “continuity of proprietary
interest” requirement. That requirement generally will be satisfied if Banner common stock constitutes at least 40% of
the value of the total merger consideration. The determination by tax counsel as to whether the merger
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will be treated as a “reorganization” within the meaning of Section 368(a) of the Code is based on the facts and law
existing as of the closing date of the merger.

The actual tax consequences of the merger to you may be complex and will depend upon your specific situation and
upon factors that are not within the control of Banner or Siuslaw. You should consult with your own tax advisor as to
the tax consequences of the merger in light of your particular circumstances, including the applicability and effect of
the alternative minimum tax and any state, local or foreign income or other tax laws.

Tax Consequences of the Merger Generally. The parties intend for the merger to be treated as a “reorganization” for
U.S. federal income tax purposes. As such, the material U.S. federal income tax consequences of the merger will be as
follows:

® no gain or loss will be recognized by Banner or Siuslaw as a result of the merger;

e gain (but not loss) will be recognized by a U.S. holder of Siuslaw common stock who receives shares of Banner
common stock and cash in exchange for shares of Siuslaw common stock pursuant to the merger in an amount
equal to the lesser of (i) the amount by which the sum of the fair market value of the Banner common stock and
cash received by such U.S. holder of Siuslaw stock exceeds such U.S. holder’s basis in its Siuslaw stock and (ii) the
amount of cash received by such U.S. holder of Siuslaw common stock;

¢ the aggregate basis of the Banner common stock received by a U.S. holder of Siuslaw common stock in the merger
(including fractional shares of Banner common stock deemed received and redeemed as described below) will be
the same as the aggregate basis of the Siuslaw common stock for which it is exchanged, decreased by the amount of
cash received in the merger (other than cash received instead of a fractional share of Banner common stock), and
increased by the amount of gain recognized on the exchange, other than with respect to cash received instead of a
fractional share in Banner common stock (regardless of whether such gain is classified as capital gain or as
dividend income, as discussed below under “—Potential Recharacterization of Gain as a Dividend”) on this page 52;
and

¢ the holding period of Banner common stock received by a U.S. holder of Siuslaw common stock in the merger in
exchange for such U.S. holder’s shares of Siuslaw common stock (including fractional shares of Banner common
stock deemed received and redeemed as described below) will include such U.S. holder’s holding period of the
Siuslaw common stock for which it is exchanged.

If a U.S. holder of Siuslaw common stock acquired different blocks of Siuslaw common stock at different times or at
different prices, any gain or loss (if applicable) will be determined separately with respect to each block of Siuslaw
common stock. U.S. holders should consult their own tax advisors regarding the manner in which cash and Banner
common stock received in the merger should be allocated among different blocks of Siuslaw common stock and with
respect to identifying the bases or holding periods of the particular shares of Banner common stock received in the
merger.

Taxation of Capital Gain. Except as described below under “—Potential Recharacterization of Gain as a Dividend” on this
page 52, gain that a U.S. holder of Siuslaw common stock recognizes in connection with the merger generally will
constitute capital gain and will constitute long-term capital gain if such U.S. holder has held (or is treated as having

held) its Siuslaw stock for more than one year as of the date of the merger. For non-corporate U.S. holders of Siuslaw
stock, the maximum U.S. federal income tax rate on long-term capital gains is 20%.

Potential Recharacterization of Gain as a Dividend. All or part of the gain that a particular U.S. holder of Siuslaw

common stock recognizes could be treated as dividend income rather than capital gain if: (i) such U.S. holder is a
significant shareholder of Banner; or (ii) such U.S. holder’s percentage ownership in Banner after the merger, taking
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into account constructive ownership rules, is not meaningfully reduced from what its percentage ownership would
have been if it had received solely shares of Banner common stock rather than a combination of cash and shares of
Banner common stock in the merger. This could happen, for example, because of ownership of
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additional shares of Banner common stock by such holder, ownership of shares of Banner common stock by a person
related to such holder or a share repurchase by Banner from other holders of Banner common stock. The IRS has
indicated in rulings that any reduction in the interest of a minority shareholder that owns a small number of shares in a
publicly and widely held corporation and that exercises no control over corporate affairs would result in capital gain
as opposed to dividend treatment. Because the possibility of dividend treatment depends primarily upon the particular
circumstances of a holder of Siuslaw common stock, including the application of certain constructive ownership rules,
holders of Siuslaw common stock should consult their own tax advisors regarding the potential tax consequences of
the merger to them.

Receipt of Only Cash Consideration Upon Exercise of Dissenters’ Rights and Cash Received Instead of a Fractional
Share of Banner Common Stock. A U.S. holder of Siuslaw stock who properly exercises dissenters’ rights under
Oregon law as discussed in “—Dissenters’ Rights of Siuslaw Shareholders” on page 54 and who receives solely cash in
respect of its shares of Siuslaw stock will generally recognize gain or loss equal to the difference between the amount
of cash received and the holder’s aggregate tax basis in its Siuslaw stock. Any Siuslaw shareholder that plans to
exercise dissenter’s rights in connection with the merger is urged to consult its own tax advisor to determine the
relevant tax consequences. In addition, a U.S. holder of Siuslaw common stock who receives cash instead of a
fractional share of Banner common stock will be treated as having received the fractional share pursuant to the merger
and then as having exchanged the fractional share for cash in a redemption by Banner. As a result, such U.S. holder of
Siuslaw common stock will generally recognize gain or loss equal to the difference between the amount of cash
received and the basis in its fractional share interest as set forth above. The gain or loss recognized by the U.S. holders
described in this paragraph will generally be capital gain or loss, and will be long-term capital gain or loss if, as of the
effective date of the merger, the U.S. holder’s holding period for the relevant shares is more than one year as of the
date of the merger. The deductibility of capital losses is subject to limitations.

Medicare Tax on Unearned Income. A U.S. holder of Siuslaw stock that is an individual is subject to a 3.8% tax on

the lesser of: (i) his or her “net investment income” for the relevant taxable year; or (ii) the excess of his or her modified
gross income for the taxable year over a certain threshold (between $125,000 and $250,000 depending on the
individual’s U.S. federal income tax filing status). A similar regime applies to estates and trusts. A U.S. holder’s net
investment income generally will include any capital gain recognized in connection with the merger (including any

gain treated as a dividend).

Backup Withholding and Information Reporting. Payments of cash to a U.S. holder of Siuslaw stock pursuant to the
merger may, under certain circumstances, be subject to information reporting and backup withholding unless the
holder provides proof of an applicable exemption or, in the case of backup withholding, furnishes its taxpayer
identification number and otherwise complies with all applicable requirements of the backup withholding rules. Any
amounts withheld from payments to a U.S. holder under the backup withholding rules are not additional tax and
generally will be allowed as a refund or credit against the U.S. holder’s U.S. federal income tax liability, provided the
required information is timely furnished to the Internal Revenue Service.

A U.S. holder of Siuslaw common stock who receives Banner common stock as a result of the merger should retain
records pertaining to the merger, including records relating to the number of shares and the basis of such U.S. holder’s
Siuslaw common stock. Each U.S. holder of Siuslaw common stock who is required to file a U.S. federal income tax
return and who is a “significant holder” that receives Banner common stock in the merger will be required to file a
statement with such U.S. federal income tax return in accordance with Treasury Regulations Section 1.368-3 setting
forth such U.S. holder’s basis in the Siuslaw common stock surrendered, the fair market value of the Banner common
stock and cash received in the merger, and certain other information. A “significant holder” is a holder of Siuslaw stock
who, immediately before the merger, owned at least 5% of the outstanding stock of Siuslaw or securities of Siuslaw
with a basis for federal income taxes of at least $1.0 million.
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This discussion does not address tax consequences that may vary with, or are contingent upon, individual
circumstances. Moreover, it does not address any non-income tax or any foreign, state or local tax consequences of the
merger. Tax matters are very complicated, and the tax consequences of the merger to you will depend upon the facts
of your particular situation. Accordingly, we strongly urge you to consult with a tax advisor to determine the
particular federal, state, local or foreign income or other tax consequences to you of the merger.
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Accounting Treatment

In accordance with current accounting guidance, the merger will be accounted for using the acquisition method
in accordance with FASB Topic 805, “Business Combinations.” The result of this is that the recorded assets and
liabilities of Banner will be carried forward at their recorded amounts, the historical operating results will be
unchanged for the prior periods being reported on and that the assets and liabilities of Siuslaw will be adjusted to fair
value at the date of the merger. In addition, all identified intangibles will be recorded at fair value and included as part
of the net assets acquired. To the extent that the purchase price, consisting of cash plus the number of shares of Banner
common stock to be issued to former Siuslaw shareholders, at fair value, exceeds the fair value of the net assets
including identifiable intangibles of Siuslaw at the merger date, that amount will be reported as goodwill. In
accordance with current accounting guidance, goodwill will not be amortized but will be evaluated for impairment
annually. Identified intangibles will be amortized over their estimated lives. Further, the acquisition method of
accounting results in the operating results of Siuslaw being included in the operating results of Banner beginning from
the date of completion of the merger.

Regulatory Approvals

Under federal law, the merger must be approved by the Federal Reserve Board and the bank merger must be approved
by the FDIC, the DFI and the Oregon Division. The U.S. Department of Justice may review the impact of the merger
and the bank merger on competition.

We requested a waiver from the Federal Reserve Board of its application requirements that would apply to the merger
and on November 3, 2014, the Federal Reserve Board granted a waiver of its application requirements. In addition,
Banner received the approval for the bank merger from the DFI, the Oregon Division and the FDIC on September 22,
2014, October 16, 2014 and October 21, 2014, respectively. Although we have received the required regulatory
approvals, we must wait for up to 30 days before we can complete the merger. See “The Merger Agreement—Conditions
to Completion of the Merger” on page 64.

Dissenters’ Rights of Siuslaw Shareholders

Shareholders who dissent from a proposed merger are entitled to receive the fair value of their shares under Oregon
Revised Statutes (“ORS”) 60.554 through 60.594. A copy of these statutes is attached as Appendix C.

To perfect dissenters’ rights, a shareholder must send or deliver a notice of dissent to Siuslaw, prior to the vote on the
merger at the special meeting. Additionally, such shareholder may not vote in favor of the merger.

A shareholder may only dissent with respect to all of the shareholder’s shares, except that a shareholder holding shares
beneficially owned by another person may assert dissenters’ rights as to fewer than all of the Siuslaw shares registered
in such shareholder’s name only if such shareholder dissents with respect to all shares beneficially owned by any one
person and notifies Siuslaw in writing of the name and address of each person on whose behalf the shareholders
asserts dissenters’ rights. A beneficial shareholder may assert dissenters’ rights as to shares held on the beneficial
shareholder’s behalf only if (i) the beneficial owner submits to Siuslaw the record holder’s written consent to the
dissent not later than the time the beneficial shareholder asserts dissenters’ rights, and (ii) the beneficial shareholder
does so with respect to all shares of which such shareholder is the beneficial shareholder or over which such
shareholder has the power to direct the vote.

If the merger is approved, Siuslaw will deliver a written dissenters’ notice to all shareholders who have satisfied the
requirements described above. The notice will be sent no later than 10 days after the special meeting and will, among
other things, state where the payment demand shall be sent (and where and when stock certificates shall be deposited)
and supply a form for demanding payment. The form will include the date of the first announcement of the terms of
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the merger and will require certification as to whether on not the dissenting shareholder acquired beneficial ownership
before that date. The dissenters’ notice will also set a date by which Siuslaw must receive the payment demand.

A shareholder receiving a dissenters’ notice must demand payment, certify whether or not he or she acquired beneficial
ownership of the shares before the date set forth in the notice, and deposit stock certificates or
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receipts in accordance with the terms of the notice. A shareholder who does not properly and timely satisfy these
requirements will not be entitled to payment for his or her shares under the dissenters’ rights statutes and will instead
receive the merger consideration.

Upon its receipt of a proper and timely payment demand, Siuslaw will pay to each dissenting shareholder the amount
that Siuslaw estimates to be the fair value of such shareholder’s shares, plus accrued interest. The payment will be
accompanied by, among other things, a copy of Siuslaw’s balance sheet and income statement, a statement of the
estimate of the fair value of the shares, an explanation of how interest was calculated, and a copy of the applicable
provisions of the ORS.

Siuslaw may elect to withhold payment from a dissenter unless the dissenter was the beneficial owner of the shares
before the date set forth in the dissenters’ notice. If Siuslaw elects to do so, it will estimate the fair value of the shares
plus accrued interest and will pay this amount to each dissenter who agrees to accept it in full satisfaction of such
demand.

A dissenting shareholder may notify Siuslaw in writing as to the dissenting shareholder’s own estimate of the fair value
of the shares and amount of interest due, and demand payment of the dissenter’s estimate, or reject Siuslaw’s offer and

demand payment of the dissenter’s estimate of the fair value and interest due, under certain conditions specific in ORS

60.587.

If a demand for payment remains unsettled, Siuslaw will commence a proceeding, within 60 days after receiving the
dissenting shareholder’s payment demand, and petition the court to determine the fair value of the shares and accrued
interest.

In view of the complexity of ORS 60.551 through 60.594 and the requirement that shareholders must strictly comply
with these provisions, shareholders of Siuslaw who wish to dissent from the merger and pursue dissenters’ rights
should consult their legal advisors.

The failure of a Siuslaw shareholder to comply strictly with the Oregon statutory requirements will result in a loss of

dissenters’ rights. A copy of the relevant statutory provisions is attached as Appendix C. You are urged to refer to the
appendix for a complete statement concerning dissenters’ rights. The foregoing summary of such rights is qualified in
its entirety by reference to that appendix.

Interests of Siuslaw Executive Officers and Directors in the Merger

In the merger, the executive officers and directors of Siuslaw will receive the same consideration for their Siuslaw
shares as the other shareholders of Siuslaw. In considering the recommendation of the Siuslaw board of directors that
you vote to approve the merger agreement, you should be aware that some of Siuslaw’s executive officers and directors
may have interests in the merger and may have arrangements, as described below, which may be considered to be
different from, or in addition to, those of Siuslaw’s shareholders generally. The Siuslaw board of directors was aware
of these interests and considered them, among other matters, in reaching its decisions to approve the merger
agreement and to recommend that you vote in favor of approving the merger agreement. Further, pursuant to the
merger agreement, each director and executive officer of Siuslaw and Siuslaw Bank has delivered to Banner an
executed voting agreement and a non-solicitation and confidentiality agreement, and in the case of directors, an
executed resignation agreement, each in the form attached as an exhibit to the merger agreement for no additional
consideration.

Employment Agreement. Johan Mehlum, Chairman of the Board and Chief Executive Officer of Siuslaw, has

executed an employment agreement with Banner with a term of two years from the date of completion of the merger.
Mr. Mehlum will serve as a Regional Executive and his primary role will be to provide consultation and transition
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planning services to ensure successful integration of the transaction, retention and growth of the client base,
community relations, and to serve as a community representative for Banner Bank. The agreement provides that Mr.
Mehlum will receive an annual salary of $180,000 and vacation and sick leave, and will be entitled to participate in all
Banner Bank employee benefit plans.

In addition, Banner also has executed an employment agreement with Lonnie F. Tholts, President and Chief

Executive Officer of Siuslaw Bank, for a term of one year from the first day following completion of the merger. Mr.
Iholts will serve as Regional Executive, Community Advisor-Central Coast and his primary role will be to

55

117



Edgar Filing: BANNER CORP - Form S-4/A

provide consultation and transition planning services to ensure successful integration of the transaction, retention and
growth of the client base, community relations, and to serve as a community representative for Banner Bank. The
agreement provides that Mr. Tholts will receive an annual salary of $120,000 and vacation and sick leave, and will be
entitled to participate in Banner Bank employee benefit plans.

Stock Ownership. The current directors and executive officers of Siuslaw, together with their affiliates, beneficially
owned, as of the record date for the special meeting, a total of 985,000 shares of Siuslaw common stock, representing
24.7% of the total outstanding shares of Siuslaw common stock. Each of Siuslaw’s directors and executive officers has
executed a voting agreement, agreeing to vote his or her shares of common stock in favor of the merger

agreement. For additional information regarding the voting agreements, see ‘“The Merger Agreement—Voting
Agreements” on page 67.

Indemnification and Insurance. As described under “The Merger Agreement—Indemnification and Continuance of
Director and Officer Liability Coverage” on page 66, Banner will indemnify (and advance expenses to), for a period of
four years from and after the effective time of the merger, to the fullest extent permitted by Siuslaw’s articles of
incorporation and bylaws but limited to the extent permitted by law, the directors and officers of Siuslaw with respect
to claims pertaining to matters occurring at or prior to the effective time of the merger. Banner also has agreed, for a
period of four years after the effective time of the merger, to maintain at its expense directors’ and officers’ liability
insurance with respect to claims arising from facts or events occurring prior to completion of the merger. This
insurance must contain terms substantially equivalent to the coverage currently provided by Siuslaw, provided that
Banner shall not be required to pay for this insurance more than an amount equal to 200% of the annual premium most
recently paid by Siuslaw. Instead of providing this insurance coverage, Banner may, prior to the effective time of the
merger, purchase directly or cause Siuslaw to purchase at Siuslaw’s expense a tail policy with single limit equivalent
coverage for directors’ and officers’ liability insurance on the terms described in the preceding sentence.

Salary continuation, deferred compensation and split-dollar life insurance agreements. Pursuant to the merger
agreement, Banner has agreed to assume and honor all obligations under existing salary continuation agreements with
Siuslaw’s Chairman of the Board Johan Mehlum, Siuslaw Bank's Chief Executive Officer Lonnie Tholts, and Siuslaw
Bank's Chief Financial Officer Carl Hultenberg, and in the case of Messrs. Tholts and Mehlum, deferred compensation
and split-dollar life insurance agreements. Each of the salary continuation agreements provide for annual supplemental
retirement benefits payable over ten years in monthly installements except in the case of Mr. Hultenberg, who is
entitled to benefits for 15 years. Payment is to begin upon attainment of early or normal retirement age or upon
separation from service, if later. Because each of these individuals has reached the early or normal retirement age
under the salary continuation agreements, their benefits vested and these officers are entitled to these benefits whether
or not the merger is completed. The monthly benefit payable for Messrs. Mehlum, Iholts, and Hultenberg, if the
merger were completed on September 30, 2014, is $4,177, $6,603, and $3,075, respectively. In addition, both Messrs.
Iholts and Mehlum and Director F. David Crowell are entitled to payment of the balance under their individual
deferred compensation agreements plus an interest factor over the payout period regardless whether the merger is
completed upon attainment of normal retirement or upon separation from service, if later. The account balances of
Messrs. Tholts, Mehlum and Crowell under their individual deferred compensation agreements as of September 30,
2014 was $761,546, $172,884 and $366,724, respectively. Lastly, both Messrs. Tholts and Mehlum have split-dollar
life insurance agreements pursuant to which their beneficiairies are entitled to benefits upon their death in the
respective amounts of $150,000 and $500,000, respectively. The policies insuring their lives are owned by Siuslaw
Bank and provide for death benefits in a much larger amount, with the excess death benefit proceeds being payable to
Siuslaw Bank. However, these policies cannot be terminated or transferred without providing each of Messrs. Tholts
and Mehlum the right to acquire the entire policy insuring his life for the cash surrender value thereof.

Cash Bonus Payments. In addition, our executive officers each will receive an additional cash bonus in lieu of other
severance to be paid to employees under Siuslaw’s severance plan, aggregating $825,000 in anticipation of the

transaction. The bonus to be paid to Messrs. Mehlum, Tholts and Hultenberg will be $325,000, $275,000 and
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$225,000, respectively.
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Stock Listing

It is a condition to each party’s obligation to complete the merger that the shares of Banner common stock to be issued
in the merger be authorized for listing on the NASDAQ subject to official notice of issuance.

THE MERGER AGREEMENT

The following is a summary of the material provisions of the merger agreement. This summary is qualified in its
entirety by reference to the merger agreement, a copy of which is attached as Appendix A to this proxy
statement/prospectus and is incorporated herein by reference. You should read the merger agreement in its entirety, as
it is the legal document governing the merger.

The Merger

The boards of directors of Siuslaw and Banner have each unanimously approved the merger agreement, which
provides for the merger of Siuslaw into Banner, with Banner as the surviving corporation of the merger. Each share
of Banner common stock issued and outstanding immediately prior to the effective time of the merger will remain
issued and outstanding as one share of Banner common stock. Each share of Siuslaw common stock issued and
outstanding immediately prior to the effective time of the merger (including each share of outstanding Siuslaw
preferred stock which by its terms automatically converts to Siuslaw common stock) will be converted into the right to
receive $1.41622 in cash and 0.32231 shares of Banner common stock, other than those for which dissenters’ rights
have been properly exercised. See “The Merger—Dissenters’ Rights of Siuslaw Shareholders” on page 54. The merger
agreement provides that after the effective time of the merger Banner intends to merge Siuslaw Bank, a wholly owned
subsidiary of Siuslaw, with and into Banner Bank, a wholly owned subsidiary of Banner, with Banner Bank as the
surviving institution. We refer to the merger of Banner Bank and Siuslaw Bank as the “bank merger.”

Effective Time and Completion of the Merger

The merger agreement provides that unless both Banner and Siuslaw agree to a later date, the filings necessary to
make the merger effective, consisting of articles of merger to be filed with the Secretary of State of each of State of
Washington and State of Oregon, will be made on or before the last day of the month (but no earlier than five business
days) after all of the conditions to completion of the merger have been satisfied or waived (other than those that by
their nature are to be satisfied or waived at the closing of the merger).

We currently expect that the merger will be completed in the fourth quarter of 2014, subject to the approval of the
merger agreement by Siuslaw shareholders, the receipt of all necessary regulatory approvals and the expiration of all
regulatory waiting periods. However, completion of the merger could be delayed if there is a delay in obtaining the
required regulatory approvals or in satisfying any other conditions to the merger. There can be no assurances as to
whether, or when, Banner and Siuslaw will obtain the required approvals or complete the merger. See “—Conditions to
Completion of the Merger” on page 64.

Merger Consideration

Under the terms of the merger agreement, upon completion of the merger, each share of Siuslaw common stock
(including each outstanding share of preferred stock that automatically converts to a share of common stock
immediately prior to closing) that is outstanding immediately prior to the merger will be converted into the right to
receive $1.41622 in cash and 0.32231 shares of Banner common stock (with cash paid in lieu of fractional share
interests). We sometimes refer to this 0.32231 to-one ratio as the “exchange ratio.”
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No fractional shares of Banner common stock will be issued in connection with the merger. Instead, Banner will
make a cash payment to each Siuslaw shareholder who would otherwise receive a fractional Banner share, equal to the
fractional share amount multiplied by the average Banner common stock price. A Siuslaw shareholder also has the
right to obtain the fair value of his or her Siuslaw shares in lieu of receiving the merger consideration under the
merger agreement by strictly following the procedures under the ORS, as discussed under “The Merger—Dissenters’
Rights of Siuslaw Shareholders,” beginning on page 54.
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Based on the closing price of $ per share of Banner common stock on __, 2014 and the
exchange ratio of 0.32231, the implied value of the merger consideration per share of Siuslaw common or preferred
stock is $ . However, as discussed above, the value of the shares of Banner common stock to be issued in the
merger will fluctuate during the period up to and including the completion of the merger. We cannot assure you
whether or when the merger will be completed, and you are advised to obtain current market prices for Banner
common stock. See “Risk Factors” on page 14. Because the market price of Banner common stock will fluctuate, you
cannot be sure of the value of the merger consideration you will receive”.

If, prior to the effective time of the merger, the outstanding shares of Banner common stock are increased, decreased,
changed into or exchanged for a different number or kind of shares or securities as a result of a reorganization,
recapitalization, reclassification, stock dividend, stock split or other similar change in capitalization, an appropriate
and proportionate adjustment will be made to the stock portion of the merger consideration.

Exchange of Stock Certificates

Prior to the effective time of the merger, Banner will appoint as the exchange agent under the merger agreement,
either its transfer agent, Computershare Trust Company, N.A., or an unrelated bank or trust company reasonably
acceptable to Siuslaw. As soon as reasonably practicable after the effective time of the merger, the exchange agent
will mail to each holder of record of Siuslaw stock who does not exercise dissenters’ rights a letter of transmittal and
instructions for the surrender of the holder’s Siuslaw stock certificate(s) for the merger consideration and cash in lieu
of any fractional Banner share.

Siuslaw shareholders should not send in their stock certificates until they receive the letter of transmittal and
instructions.

Upon surrender to the exchange agent of the certificate(s) representing his or her shares of Siuslaw common stock,
accompanied by a properly completed letter of transmittal, a Siuslaw shareholder will be entitled to promptly receive
the merger consideration and cash in lieu of any fractional Banner share. Until surrendered, each such certificate will
represent after the effective time of the merger, for all purposes, only the right to receive, without interest, the merger
consideration and cash in lieu of any fractional Banner share. Banner or the exchange agent will be entitled to deduct
and withhold from any cash consideration payable under the merger agreement to any holder of Siuslaw common
stock, the amounts it is required to deduct and withhold under the Code or any provision of state, local or foreign tax
law. If any such amounts are withheld and paid over to the appropriate governmental authority, these amounts will be
treated for all purposes of the merger agreement as having been paid to the persons from whom they were withheld.

No dividends or other distributions with respect to Banner common stock after completion of the merger will be paid
to the holder of any unsurrendered Siuslaw stock certificates with respect to the Banner common stock represented by
those certificates until those certificates have been properly surrendered. Following the proper surrender of any such
previously unsurrendered Siuslaw stock certificate, the holder of the certificate will be entitled to receive, without
interest, (i) the amount of unpaid dividends or other distributions with a record date after the effective time of the
merger payable with respect to the whole shares of Banner common stock represented by that certificate and/or (ii) at
the appropriate payment date, the amount of dividends or other distributions payable with respect to shares of Banner
common stock represented by that certificate with a record date after the effective time of the merger (but before the
date on which the certificate is surrendered) and with a payment date subsequent to the issuance of the shares of
Banner common stock issuable in exchange for that certificate.

The merger consideration and cash in lieu of any fractional Banner share may be issued or paid in a name other than

the name in which the surrendered Siuslaw stock certificate is registered if (i) the certificate surrendered is properly
endorsed or otherwise in a proper form for transfer, and (ii) the person requesting the payment or issuance pays any
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transfer or other similar taxes due or establishes to the satisfaction of Banner that such taxes have been paid or are not
applicable.

After the effective time of the merger, there will be no transfers on the stock transfer books of Siuslaw other than to
settle transfers of shares of Siuslaw stock that occurred prior to the effective time. If, after the effective
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time of the merger, certificates for Siuslaw stock are presented for transfer to the exchange agent, the certificates will
be cancelled and exchanged for the merger consideration and cash in lieu of any fractional Banner shares.

Any portion of the merger consideration and cash to be paid in lieu of fractional Banner shares that has been deposited
with the exchange agent and remains unclaimed by Siuslaw shareholders at the expiration of six months after the
effective time of the merger may be returned to Banner. In that case, former Siuslaw shareholders who have not yet
surrendered their Siuslaw stock certificates may after that point look only to Banner with respect to the merger
consideration, any cash in lieu of any Banner fractional shares and any unpaid dividends and distributions on the
shares of Banner common stock to which they are entitled, in each case, without interest. None of Banner, the
exchange agent or any other person will be liable to any former Siuslaw shareholder for any amount delivered in good
faith to a public official pursuant to applicable abandoned property, escheat or similar laws.

In the event any Siuslaw stock certificate is lost, stolen or destroyed, in order to receive the merger consideration and
any cash in lieu of any fractional Banner share, the holder of that certificate must provide an affidavit of that fact and,
if reasonably required by Banner or the exchange agent, post a bond in such amount as Banner determines is
reasonably necessary to indemnify it against any claim that may be made against it with respect to that certificate.

Conduct of Business Pending the Merger

Pursuant to the merger agreement, Siuslaw and Banner have agreed to certain restrictions on their activities until the
merger is completed or terminated. In general, each party has agreed that, except as otherwise permitted by the
merger agreement, or as required by applicable law or a governmental entity or with the prior written consent of the
other party, it will:

e use commercially reasonable best efforts to maintain and preserve intact its business organization and
advantageous business relationships;

¢ not take any action that is intended to or that would reasonably be expected to adversely affect or materially delay
the ability of either party or its subsidiaries to obtain any necessary regulatory approvals or to complete the merger;

* not take any action that is intended or that would reasonably be expected to cause the merger or the bank merger to
fail to qualify as a reorganization under Section 368(a) of the Code or cause any of its representations and
warranties in the merger agreement to be untrue in any material respect or any of the conditions in the merger
agreement to be unsatisfied or to result in a violation of any provision of the merger agreement; and

¢ not take any action that is likely to materially impair its ability to perform any of its obligations under the merger
agreement or its subsidiary bank to perform any of its obligations under the bank merger agreement.

Banner has also agreed that it will not and will not permit any of its subsidiaries to amend its articles of incorporation
or bylaws in a manner that would materially and adversely affect the economic benefits of the merger to Siuslaw’s
shareholders.

Siuslaw has also agreed that it will, and will cause each of its subsidiaries to, conduct its business in the ordinary
course consistent with past practice. Siuslaw has further agreed that it will not, and will not permit any of its
subsidiaries, to do any of the following, except as required by law or a governmental entity, expressly contemplated
and permitted by the merger agreement, or with the prior written consent of Banner:

e issue, sell or otherwise permit to become outstanding, or authorize the creation of, any additional shares of its

capital stock, other ownership interests or any warrants, options, rights, convertiblesecurities or other arrangements
or commitments to acquire capital stock or other ownership interest,
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except for the issuance of 102,484 shares of Siuslaw common stock upon the automatic conversion of the same
number of outstanding shares of Siuslaw preferred stock;

® issue any other capital securities, including trust preferred or other similar securities, voting debt securities or
other securities;

e pay any dividends or other distributions on its capital stock or other ownership interests, other (A) than dividends
from wholly owned subsidiaries to Siuslaw or to another wholly owned subsidiary of Siuslaw, (B) the regular
quarterly cash dividend on outstanding Siuslaw common stock in an amount not to exceed $0.05 per share, and a
corresponding quarterly cash dividend on outstanding Siuslaw preferred stock in an amount not to exceed $0.0525
per share provided the declaration and payment thereof shall be made in accordance with past practice, and
provided further Siuslaw shall cause the declaration and payment of its regular quarterly dividend for the last
quarter prior to the closing to occur on the same declaration and payment dates of Banner’s regular quarterly
dividend for such period or (C) regular distributions on Siuslaw’s trust preferred securities; or directly or indirectly
adjust, split, combine, redeem, reclassify, purchase or otherwise acquire any shares of its capital stock, other
ownership interests, or rights with respect to the foregoing;

® (i) enter into, modify, renew or terminate any employment, severance or similar agreement or arrangement with any
director, officer, employee, or independent contractor, or grant any salary or wage increase or increase any
employee benefit (including incentive or bonus payments) other than (A) at will agreements, (B) normal increases
in salary to rank and file employees, (C) severance in accordance with past practice, (D) bonuses as described
above in “The Merger—Interests of Siuslaw Executive Officers and Directors in the Merger” on page 55, and (E)
changes that are required by applicable law; (ii) hire any new officers; (iii) promote any employee to a rank of vice
president or higher; or (iv) pay expenses in excess of a specified amount for employees and directors to attend
conventions or similar meetings;

e except as required by law, establish, modify, renew or terminate any employee benefit plan or accelerate the
vesting of benefits under any employee benefit plan;

e sell, transfer or encumber any of its assets, except in the ordinary course of business consistent with past practice,
and in the case of a sale or transfer, at fair value, or sell or transfer any of its deposit liabilities;

e enter into, modify or renew any data processing contract, service provider agreement or any lease, license or
maintenance agreement relating to real or personal property or intellectual property, other than the annual renewal
of an agreement that is necessary to operate its business in the ordinary course consistent with past practice, or
permit to lapse its rights in any material intellectual property;

® acquire the assets, business, deposits or properties of any person, other than pursuant to foreclosure, in a fiduciary
capacity or in satisfaction of debts contracted prior to the date of the merger agreement;

¢ sell or acquire any loans (excluding originations) or loan participations, except in the ordinary course of business
consistent with past practice (but, in the case of a sale, after giving Banner or Banner Bank a first right of refusal to
acquire such loan or participation), or sell or acquire any loan servicing rights;
e amend its articles of incorporation or bylaws or similar governing documents;
¢ materially change its accounting principles, practices or methods, except as may be required by accounting

principles generally accepted in the United States or any governmental entity;
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enter into, materially modify, terminate or renew any material contract;

127



Edgar Filing: BANNER CORP - Form S-4/A
e settle any legal claims involving an amount in excess of $25,000, excluding amounts paid or reimbursed under any
insurance policy;

e foreclose upon any real property without obtaining a phase one environmental report, except for one- to four-family
non-agricultural residential properties of five acres or less which it does not have reason to believe contains
hazardous substances or might be in violation of or require remediation under environmental laws;

¢ in the case of Siuslaw Bank, (i) voluntarily make a material change in its deposit mix; (ii) increase or decrease the
interest rate paid on its time deposits or certificates of deposit except in a manner consistent with past practice and
competitive factors in the marketplace; (iii) incur any liability or obligation relating to retail banking and branch
merchandising, marketing and advertising activities and initiatives except in the ordinary course of business

consistent with past practice; (iv) open any new branch or deposit taking facility; or (v) close or relocate any
existing branch or other facility;

® acquire any investment securities outside of the limits specified in the merger agreement;
* make capital expenditures outside the limits specified in the merger agreement;

¢ materially change its loan underwriting policies or make loans on extensions of credit in excess of amounts
specified in the merger agreement;

® invest in any new or existing joint venture or any new real estate development or construction activity;
e materially change its interest rate and other risk management policies and practices;

e incur any debt for borrowed funds other than in the ordinary course of business consistent with past practice with a
term of one year or less;

e create any lien on any of Sisulaw’s assets or properties other than pursuant to agreements with the Federal Home
Loan Bank of Seattle and federal funds transactions;

* make charitable contributions in excess of limits specified in the merger agreement;
e enter into any new lines of business;

* make, change or revoke any tax election, amend any tax return, enter into any tax closing agreement, or settle any
liability with respect to disputed taxes; or

e agree or commit to do any of the foregoing.

Agreement Not to Solicit Other Offers

Siuslaw has agreed that, from the date of the merger agreement until the effective time of the merger or, if earlier, the
termination of the merger agreement, it will not, and will cause its subsidiaries not to, directly or indirectly: (i) initiate,
solicit, encourage or knowingly facilitate inquiries or proposals with respect to, or engage in any discussions or
negotiations concerning, or provide to any person any confidential or nonpublic information concerning, its and its
subsidiaries’ business, properties or assets; or (ii) have any discussions with any person or entity relating to an
acquisition proposal.
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Notwithstanding this agreement, if Siuslaw receives an unsolicited written acquisition proposal that Siuslaw’s board of
directors determines in good faith is reasonably likely to constitute or result in a transaction that is more favorable
from a financial point of view to the shareholders of Siuslaw than the merger with Banner (referred to as a “superior
proposal”), Siuslaw may provide confidential information to and negotiate with the third
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party that submitted the acquisition proposal if the Siuslaw board of directors determines in good faith, after
consulting with counsel, that the failure to do so would violate the board’s fiduciary duties. In order to constitute a
superior proposal, an acquisition proposal must be for a tender or exchange offer, for a merger or consolidation or
other business combination involving Siuslaw or Siuslaw Bank or for the acquisition of a majority of the voting power
in, or a majority of the fair market value of the business, assets or deposits of, Siuslaw or Siuslaw Bank. Siuslaw must
promptly advise Banner of any acquisition proposal received and keep it apprised of any related developments.

The merger agreement generally prohibits the Siuslaw board of directors from withdrawing or modifying in a manner
adverse to Banner the board’s recommendation that Siuslaw’s shareholders vote to approve the merger agreement
(referred to as a “change in recommendation”). At any time prior to the approval of the merger agreement by Siuslaw’s
shareholders, however, the Siuslaw board of directors may effect a change in recommendation in response to a bona
fide written unsolicited acquisition proposal that the board determines in good faith, after consultation with counsel,
constitutes a superior proposal. The Siuslaw board of directors may not make a change in recommendation in

response to a superior proposal, or terminate the merger agreement to pursue a superior proposal, unless it has given
Banner at least four business days to propose a modification to the merger agreement and, after considering any such
proposed modification, the Siuslaw board of directors determines in good faith, after consultation with counsel, that

the third party unsolicited proposal continues to constitute a superior proposal.

If the Siuslaw board of directors makes a change in recommendation or if Siuslaw pursues a superior proposal,
Siuslaw would be required to pay Banner a termination fee of $2.3 million in cash. See “—Termination of the Merger
Agreement” on page 65.

Representations and Warranties

The representations, warranties and covenants described below and included in the merger agreement were made
only for purposes of the merger agreement and as of specific dates, are solely for the benefit of Banner and Siuslaw,
may be subject to limitations, qualifications or exceptions agreed upon by the parties, including those included in
confidential disclosures made for the purposes of, among other things, allocating contractual risk between Banner and
Siuslaw rather than establishing matters as facts, and may be subject to standards of materiality that differ from those
standards relevant to shareholders. You should not rely on the representations, warranties, covenants or any
description thereof as characterizations of the actual state of facts or condition of Banner, Siuslaw or any of their
respective subsidiaries or affiliates. Moreover, information concerning the subject matter of the representations,
warranties and covenants may change after the date of the merger agreement, which subsequent information may or
may not be fully reflected in public disclosures by Banner or Siuslaw. The representations and warranties and other
provisions of the merger agreement should not be read alone, but instead should be read only in conjunction with the
information provided elsewhere in this proxy statement/prospectus and in the documents incorporated by reference
into this proxy statement/prospectus. See “Where You Can Find More Information” on page 106.

The merger agreement contains customary representations and warranties of each of Banner and Siuslaw relating
to their respective businesses. The representations and warranties in the merger agreement do not survive completion

of the merger.

The representations and warranties made by each of Siuslaw and Banner in the merger agreement relate to a
number of matters, including the following:

e corporate matters, including due organization and qualification and subsidiaries;

e capitalization;
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e authority relative to execution and delivery of the merger agreement and the absence of conflicts with, or violations
of, organizational documents or other obligations as a result of the merger or bank merger;
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® required governmental and other regulatory filings, consents and approvals in connection with the merger and the
bank merger;

e reports to regulatory authorities;
e financial statements, internal controls, books and records, and absence of undisclosed liabilities;
e broker’s fees payable in connection with the merger;
e the absence of certain changes or events;
e legal proceedings;
® tax matters;
¢ employee benefit matters;
¢ in the case of Banner, SEC Reports;
e compliance with applicable laws;
e in the case of Siuslaw, certain contracts;
e absence of agreements with regulatory authorities;
e derivative instruments and transactions;
e environmental matters;
e investment securities, commodities and, in the case of Siuslaw, bank owned life insurance;
e real property;
¢ intellectual property;
® in the case of Siuslaw, related party transactions;
® in the case of Siuslaw, inapplicability of takeover statutes;

® absence of action or circumstance that would prevent the merger or the bank merger from qualifying as a
reorganization under Section 368(a) of the Code;

e receipt of a fairness opinion from its investment advisor and the absence of any amendment or rescission thereof;
e the accuracy of information supplied for inclusion in this proxy statement/prospectus and other documents;
e Joan matters;
® insurance matters
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in the case of Siuslaw, fiduciary account matters;
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¢ in the case of Siuslaw, the accuracy and completeness of corporate and stock ownership records and in the case of
Banner, the absence of Siuslaw stock ownership other than in a fiduciary or agency capacity; and

¢ in the case of Siuslaw, the absence of claims requiring indemnification.

Certain representations and warranties of Banner and Siuslaw are qualified as to “materiality” or “material adverse effect.”
For purposes of the merger agreement, a “material adverse effect,” when used in reference to either Banner, Siuslaw or
the combined company, means:

(1) a material adverse effect on the business, properties, results of operations or financial condition of such party and
its subsidiaries taken as a whole (provided that a material adverse effect will not be deemed to include the impact
of (A) changes, after the date of the merger agreement, in generally accepted accounting principles or applicable
regulatory accounting requirements, (B) changes, after the date of the merger agreement, in laws, rules or
regulations of general applicability to companies in the industries in which such party and its subsidiaries operate,
or interpretations thereof by courts or governmental entities, (C) changes, after the date of the merger agreement,
in global, national or regional political conditions (including the outbreak of war or acts of terrorism) or in
economic or market (including equity, credit and debt markets, as well as changes in interest rates) conditions
affecting the financial services industry generally, (D) public disclosure of the transactions contemplated by the
merger agreement or actions or inactions expressly required by the merger agreement or that are taken with the
prior written consent of the other party in contemplation of the transactions contemplated by the merger
agreement, or (E) a decline in the trading price of a party’s common stock or the failure, in and of itself, to meet
earnings projections, but not, in either case, including the underlying causes thereof; except, with respect to
subclauses (A), (B), or (C), to the extent that the effects of such change are materially disproportionately adverse
to the business, properties, assets, liabilities, results of operations or financial condition of such party and its
subsidiaries, taken as a whole, as compared to other companies in the industry in which such party and its
subsidiaries operate); or

(2) amaterial adverse effect on the ability of such party or its bank subsidiary to timely consummate the merger or
bank merger.

Special Meeting and Recommendation of Siuslaw’s Board of Directors

Siuslaw has agreed to hold the special meeting for the purpose of voting upon the merger proposal and to use
commercially reasonable best efforts to obtain from its shareholders the vote required to approve the merger proposal,
including by communicating to its shareholders its recommendation (and including such recommendation in this
proxy statement/prospectus) that they approve the merger agreement and the transactions contemplated thereby.

Notwithstanding any change in recommendation by the board of directors of Siuslaw, unless the merger agreement
has been terminated in accordance with its terms, Siuslaw is required to convene the special meeting and to submit the
merger agreement to a vote of its shareholders. Siuslaw will adjourn or postpone the special meeting if there are
insufficient shares of Siuslaw stock, represented (either in person or by proxy) to constitute a quorum necessary to
conduct the business of such meeting.

Conditions to Completion of the Merger

Mutual Closing Conditions. The obligations of Banner and Siuslaw to complete the merger are subject to the
satisfaction of the following conditions:

e approval of the merger agreement by Siuslaw’s shareholders;
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authorization for listing on the NASDAQ of the shares of Banner common stock to be issued in the merger;
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o the Registration Statement on Form S-4, of which this proxy statement/prospectus is a part, being effective and not
subject to any stop order by the SEC; and

e absence of any injunction or other legal restraint blocking the merger or the bank merger.

Additional Closing Conditions for the Benefit of Banner. In addition to the mutual closing conditions, Banner’s
obligation to complete the merger is subject to the satisfaction or waiver of the following conditions:

® accuracy, as of the date of the merger agreement and as of the effective time of the merger, of the representations
and warranties made by Siuslaw to the extent specified in the merger agreement, and the receipt by Banner of a
certificate signed by the Chief Executive Officer or Chief Financial Officer of Siuslaw to that effect;

e performance in all material respects by Siuslaw of the obligations required to be performed by it at or prior to the
effective time of the merger and the receipt by Banner of a certificate signed by the Chief Executive Officer or
Chief Financial Officer of Siuslaw to that effect;

e receipt, to the extent specified in the merger agreement, of required consents from third parties by Siuslaw;

e required regulatory approvals are received without the imposition of any unduly burdensome condition upon
Banner or Banner Bank;

e the holders of less than 10% of the outstanding shares of Siuslaw common stock exercising dissenters’ rights under
Oregon law; and

e the receipt by Banner an opinion of its legal counsel to the effect that the merger will be treated as a reorganization
within the meaning of Section 368(a) of the Internal Revenue Code.

Additional Closing Conditions for the Benefit of Siuslaw. In addition to the mutual closing conditions, Siuslaw’s
obligation to complete the merger is subject to the satisfaction or waiver of the following conditions:

® accuracy, as of the date of the merger agreement and as of the effective time of the merger, of the representations
and warranties made by Banner to the extent specified in the merger agreement, and the receipt by Siuslaw of a
certificate signed by the Chief Executive Officer or Chief Financial Officer of Banner to that effect; and

¢ performance in all material respects by Banner of the obligations required to be performed by it at or prior to the
effective time of the merger and the receipt by Siuslaw of a certificate signed by the Chief Executive Officer or
Chief Financial Officer of Banner to that effect.

Termination of the Merger Agreement

Banner and Siuslaw can jointly agree to terminate the merger agreement at any time. Either company may also
terminate the merger agreement:

¢ if a regulatory or other governmental authority has denied approval of the merger or the bank merger and such
denial has become final and non-appealable, provided that the denial is not due to the failure of the company
seeking termination to fulfill its obligations under the merger agreement, or if a court or regulatory other
governmental authority issues a final, non-appealable order prohibiting the merger or the bank merger;
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¢ if the merger has not been completed by March 31, 2015, unless due to the failure of the company seeking
termination to perform or observe its covenants and agreements set forth in the merger agreement;

¢ if the other company breaches any representation, warranty, covenant or other agreement (provided that the
terminating company is not then in material breach of representation, warranty, covenant or
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other agreement) , which breach results in a failure to satisfy the closing conditions of the company seeking
termination and such breach is not cured within 20 days following written notice to the breaching company or by its
nature or timing cannot be cured within that time period, or

¢ if the provision giving Banner the right to terminate the merger agreement as described in the next sentence is not
applicable and the shareholders of Siuslaw fail to approve the merger agreement at the special meeting of Siuslaw
shareholders.

In addition to the circumstances described above, Banner may terminate the merger agreement if the board of directors
of Siuslaw fails to recommend that Siuslaw shareholders approve the merger agreement or makes a change in
recommendation, or if Siuslaw materially breaches any of the provisions relating to acquisition proposals, as described
under “—Agreement Not to Solicit Other Offers” on page 61. Immediately following such a termination by Banner,
Siuslaw must pay to Banner a termination fee of $2.3 million in cash. Siuslaw also is entitled to terminate the merger
agreement before its shareholders approve the merger agreement in order to enter into an agreement for a superior
proposal provided that Siuslaw has not materially breached any of the provisions described under "—Agreement Not to
Solicit Other Offers" on page 61 and has paid Banner the termination fee of $2.3 million in cash. Siuslaw must also
pay the $2.3 million termination fee to Banner if the merger agreement is terminated by either party as a result of the
failure of Siuslaw’s shareholders to approve the merger agreement and if, prior to such termination, there is publicly
announced a proposal for a tender or exchange offer, for a merger or consolidation or other business combination
involving Siuslaw or Siuslaw Bank or for the acquisition of a majority of the voting power in, or a majority of the fair
market value of the business, assets or deposits of, Siuslaw or Siuslaw Bank and, within one year of the termination,
Siuslaw or Siuslaw Bank either enters into a definitive agreement with respect to that type of transaction or
consummates that type of transaction.

Employee and Benefit Plan Matters

Full time employees of Siuslaw and its subsidiaries who are retained following the merger will become eligible to
participate in Banner’s employee benefit plans, programs or policies (including vacation). Prior service credit for
employment with Siuslaw or a Siuslaw subsidiary since the most recent hire date will be given for purposes of
eligibility, participation and vesting with respect to all of Banner’s retirement plans, employee benefit plans, practices
and policies to the extent that such crediting of service does not result in duplication of benefits, but not for accrual of
benefits under any defined benefit or actuarially calculated benefit.

Siuslaw has agreed to take, and cause its subsidiaries to take, other than with respect to salary continuation, deferred
compensation and split-dollar life insurance arrangements and Siuslaw Bank’s general severance plan, all actions
requested by Banner that may be necessary or appropriate to (i) cause one or more Siuslaw benefit plan to cease as of
the effective time of the merger, or as of the date immediately preceding the effective time of the merger, (ii) cause
benefit accruals and entitlements under any Siuslaw benefit plan to cease as of the effective time of the merger, or as
of the date immediately preceding the effective time, (iii) cause the continuation on and after the effective time of the
merger, of any contract, arrangement or insurance policy relating to any Siuslaw benefit plan for such period as may
be requested by Banner, and (iv) facilitate the merger of any Siuslaw benefit plan into any employee benefit plan
maintained by Banner or a Banner subsidiary.

Banner has agreed that Banner Bank will assume and honor the obligations of Siuslaw under all salary continuation,
deferred compensation and split-dollar life insurance arrangements. For a more complete description of these

interests, see “The Merger—Interests of Siuslaw Executive Officers and Directors in the Merger” on page 55. Full time
employees of Siuslaw Bank who are not retained following the closing of the merger will be paid by Banner or

Banner Bank, pursuant to Siuslaw Bank’s general severance plan, a severance payment of two weeks of severance for
each year of service at Siuslaw with a maximum payment of 26 weeks, subject to their executing and not revoking a
release, and will not be eligible to participate in any benefits of Banner.
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Indemnification and Continuance of Director and Officer Liability Coverage
For a period of four years following the merger, Banner will maintain and preserve the rights to indemnification of

Siuslaw’s directors and officers, to the maximum extent permitted by Siuslaw’s articles of incorporation and bylaws
bylaws but limited to the extent permitted by law, in connection with any claims arising out of or
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relating to matters existing or occurring at or prior to the effective time of the merger, including the transactions
contemplated by the merger agreement.

For a period of four years following the effective time of the merger, Banner will provide, at Banner’s expense,
directors’ and officers’ liability insurance covering the persons who are presently covered by Siuslaw’s current officers’
and directors’ liability insurance policy with respect to claims rising from facts or events occurring before the effective
time of the merger, including the transactions contemplated by the merger agreement. This insurance must be
equivalent to the coverage currently provided by Siuslaw but the cost thereof is limited to 200% of Siuslaw’s current
annual premium for such insurance. Instead of providing this insurance coverage, Banner may, prior to the effective
time of the merger, purchase or cause Siuslaw to purchase a tail policy for directors’ and officers’ liability insurance on
the terms described in the preceding sentence but with single limit equivalent coverage provided that the cost thereof

is likewise limited to 200% of the current annual premium for such insurance.

Trust Preferred Securities

The merger agreement provides that upon completion of the merger, Banner will assume the performance and
observance of the covenants to be performed by Siuslaw under an indenture relating to $8.0 million in trust preferred
securities issued in 2004 and the due and punctual payment of the principal of and premium and interest on such trust
preferred securities. In connection with such assumption, Banner has agreed to enter into any supplemental indentures
or other documents as necessary to make such assumption effective.

Expenses

All expenses incurred in connection with the merger will be paid by the party incurring the expenses, except that
Siuslaw will bear the costs and expenses of printing and mailing this proxy statement/prospectus and Banner has paid
the filing fee for the Registration Statement on Form S-4 of which this proxy statement/prospectus is a part.

Amendment, Waiver and Extension of the Merger Agreement

Subject to compliance with applicable law, the merger agreement may be amended by the parties at any time before or
after approval of the merger agreement by the shareholders of Siuslaw, except that after approval of the merger
agreement by the shareholders of Siuslaw, there may not be, without further approval of such shareholders, any
amendment of the merger agreement that (i) alters in any manner the amount or form of the merger consideration to be
received by Siuslaw shareholders; (ii) alters the tax treatment of the merger or the tax consequences to Siuslaw
shareholders or to Siuslaw or Banner; or (iii) requires further approval under applicable law.

At any time prior to completion of the merger, the parties may, to the extent legally allowed, extend the time for the
performance of any of the obligations or other acts of the other party, waive any inaccuracies in the representations
and warranties contained in the merger agreement or in any document delivered pursuant to the merger agreement,
and waive compliance with any of the agreements or satisfaction of any conditions contained in the merger agreement,
except that after approval of the merger agreement by the Siuslaw shareholders, there may not be, without further
approval of such shareholders, any extension of the merger agreement or any performance obligation or any waiver of
any portion of the merger agreement that requires further approval under applicable law.

Voting Agreements
As an inducement to Banner to enter into the merger agreement, the directors and executive officers Siuslaw have
entered into voting agreements with Banner with respect to the shares of Siuslaw common stock they own. The

following summary of the voting agreements is qualified in its entirety by reference to the form of voting agreement, a
copy of which is attached as Exhibit A to the merger agreement, which is included in Appendix A to this proxy
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statement/prospectus.
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Pursuant to the voting agreements, the directors and executive officers of Siuslaw have agreed:

® to vote, or cause to be voted, all of their shares of Siuslaw common stock in favor of approval of the merger
proposal; and

¢ not to sell, transfer or otherwise dispose of any such shares of Siuslaw common stock until after shareholder
approval of the merger proposal, excluding (i) a transfer where the transferee has agreed in writing to abide by the
terms of the voting agreement in a form reasonably satisfactory to Banner, (ii) a transfer by will or operation of law,
or (iii) a transfer made with the prior written consent of Banner.

The obligations under each voting agreement will terminate concurrently with any termination of the merger
agreement.

UNAUDITED PRO FORMA COMBINED CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

The following is the unaudited pro forma combined condensed consolidated financial information for Banner,
Siuslaw, GSB and AmericanWest, giving effect to the mergers. The unaudited pro forma combined condensed
consolidated balance sheet as of September 30, 2014 gives effect to the merger of Banner with Siuslaw, GSB with
AmericanWest, and Banner with AmericanWest, as if the mergers had occurred on that date. The unaudited pro forma
combined condensed consolidated statements of operations for the nine months ended September 30, 2014 and the
year ended December 31, 2013 give effect to the merger of Banner with Siuslaw, GSB with AmericanWest, and
Banner with AmericanWest, as if the mergers had occurred on January 1, 2013.

The unaudited pro forma combined condensed consolidated financial statements have been prepared using the
acquisition method of accounting for business combinations under GAAP. Banner will be the acquirer for accounting
purposes in its acquisitions, and AmericanWest will be the acquirer in its acquisition of GSB. Certain reclassifications
have been made to the historical financial statements of Siuslaw, GSB and AmericanWest to conform to the
presentation in Banner’s financial statements. These reclassifications had no impact on net income.

A final determination of the fair values of Siuslaw’s, GSB’s and AmericanWest’s assets and liabilities, which cannot be
made prior to the completion of each merger, will be based on the actual net tangible and intangible assets of Siuslaw,
GSB and AmericanWest that exist as of the dates of completion of the transactions. Consequently, fair value
adjustments and amounts preliminarily attributed to goodwill and identifiable intangibles could change significantly
from those adjustments used in the unaudited pro forma combined condensed consolidated financial statements
presented herein and could result in a material change in amortization of acquired intangible assets. In addition, the
value of the final purchase price of the mergers will be based on the closing price of Banner common stock on the
closing dates of the merger of Banner with Siuslaw and Banner with AmericanWest. For purposes of the
accompanying pro forma financial information, the closing price of Banner common stock on December 1, 2014, the
last trading day practicable before the date of the filing of this proxy/prospectus with the SEC, was used for purposes
of presenting the pro forma combined consolidated balance sheet at September 30, 2014.

In connection with the plan to integrate the operations of Banner, Siuslaw, GSB and AmericanWest following the
completion of the merger of Banner with Siuslaw and Banner with AmericanWest, Banner anticipates that
nonrecurring charges, such as costs associated with systems implementation, severance and other costs related to exit
or disposal activities, will be incurred. Banner is not able to determine the timing, nature and amount of these charges
as of the date of this document. However, these charges will affect the results of operations of Banner, Siuslaw, GSB
and AmericanWest, as well as those of the combined company following the completion of the mergers, in the periods
in which they are recorded. The unaudited pro forma combined condensed consolidated statements of operations do
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not include the effects of the non-recurring costs associated with any restructuring or integration activities resulting
from the mergers, as they are nonrecurring in nature and not factually supportable at this time. Additionally, the
unaudited pro forma adjustments do not give effect to any nonrecurring or unusual restructuring charges that may be
incurred as a result of the integration of the two companies or any anticipated disposition of assets that may result
from such integration. However, the unaudited pro forma combined condensed consolidated balance sheet includes a
pro forma adjustment to reduce cash and equity to reflect the payment of certain anticipated merger costs.
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The actual amounts recorded as of the completion of the mergers may differ materially from the information presented
in these unaudited pro forma combined condensed consolidated financial statements as a result of:

- changes in the trading price for Banner’s common stock;

- capital used or generated in Siuslaw’s, GSB’s and AmericanWest’s operations before completion of their respective
mergers;

- changes in the fair values of Siuslaw’s, GSB’s and AmericanWest’s assets and liabilities;

- other changes in Siuslaw’s, GSB’s and AmericanWest’s net assets that occur prior to the completion of their
respective mergers, which could cause material changes in the information presented below; and

- the actual financial results of the combined company.

The unaudited pro forma combined condensed consolidated financial statements are provided for informational
purposes only. These financial statements reflect the merger of Siuslaw into Banner, the segregation of Starbuck
Bancshares (“AmericanWest” or “AmWest”) from its parent holding company SKBHC, the merger of GSB into
AmericanWest, and the merger of AmericanWest into Banner, with all appropriate adjustments for each

combination. The unaudited pro forma combined condensed consolidated financial statements are not necessarily,
and should not be assumed to be, an indication of the results that would have been achieved had the transactions been
completed as of the dates indicated or that may be achieved in the future. The preparation of the unaudited pro forma
combined condensed consolidated financial statements and related adjustments required management to make certain
assumptions and estimates. The unaudited pro forma combined condensed consolidated financial information is based
on, and should be read together with, the historical consolidated financial statements and related notes of Banner
incorporated into this document by reference from its Quarterly Report on Form 10-Q for the quarter ended September
30, 2014 and its Annual Report on Form 10-K for the year ended December 31, 2013, and the historical consolidated
financial statements and related notes of AmericanWest incorporated into this document by reference to Banner’s 8-K
filing on December 4, 2014.
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ASSETS
Cash and equivalents
Investment securities
Total cash and
securities

Loans receivable
Allowance for loan losses
Net loans

OREO

Premises and equipment
Intangibles/CDI
Goodwill

Deferred taxes

Other assets

Total Assets

LIABILITIES

Non-interest bearing

Interest bearing deposits
Total deposits

Borrowings
Junior subordinated
debentures
Other liabilities
Total liabilities

EQUITY

Equity (Banner)
Equity (Siuslaw)
Total Equity

Total Liabilities and Equity

Edgar Filing: BANNER CORP - Form S-4/A

Pro Forma Consolidated Statements of Financial Condition

September 30, 2014
(in thousands)

Banner

$ 151,725
646,996

798,721
3,806,695
(74,331
3,732,364
3,928
91,291
3,362

21,830
107,893

$ 4,759,389

$ 1,304,720
2,686,398
3,991,118
67,855
77,624
48,734
4,185,331
574,058
574,058

$ 4,759,389

Siuslaw

$ 114,851

13,178
128,029

250,111
(4,070
246,041

3,172
5,769

3,617
12,852

$ 399,480

$ 101,706
245,606
347,312

8,248
4,438
359,998

39,482
39,482

$ 399,480

Pro Forma
Adjustments

$ (7,691 )

(7,691 )

(5,000 )
4,070
(930 )

2,000
5,600
13,808
(1,520 )

$ 11,267

2,327 )
2,327 )
53,076

(39482 )

13,594

$ 11,267

Banner &
Siuslaw

Combined

Notes Pro Forma
A $ 258,885
660,174

919,059
4,051,806

(74,331 )
3,977,475

O w

7,100
99,060
8,962
13,808
23,927
120,745

QT o

$ 5,170,136

$ 1,406,426
2,932,004
4,338,430

67,855
H 83,545

53,172
4,543,002

I 627,134
J -
627,134
$ 5,170,136
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Pro Forma Consolidated Statements of Financial Condition
September 30, 2014
(in thousands)

Starbuck AmWest
Bancshares Pro Forma Combined
SKBHC  Eliminations Notes (AmWest) GSB Adjustments  Notes Pro Forma
ASSETS
Cash and
equivalents $ 85,230 $ - $ 85,230 $ 25,690 $ (60,319 ) A $ 50,601
Investment
securities 1,058,827 - 1,058,827 160,896 1,504 B 1,221,227
Total cash
and securities 1,144,057 - 1,144,057 186,586 (58,815 ) 1,271,828
Loans receivable 2,558,193 - 2,558,193 273,279 (5,938 ) C 2,825,534
Allowance for
loan losses (15,159 ) - (15,159 ) (3,717 ) 3,717 D (15,159 )
Net loans 2,543,034 - 2,543,034 269,562 2,221 ) 2,810,375
OREO 16,335 - 16,335 2,462 (1,619 ) E 17,178
Premises and
equipment 72,487 - 72,487 172 (31 ) F 72,628
Intangibles/CDI 24,713 - 24,713 - 423 G 25,136
Goodwill 57,219 - 57,219 - 21,615 H 78,834
Deferred taxes 128,124 - 128,124 4,836 76 1 133,036
Other assets 108,813 2 ) A 108,811 17,256 (74 ) J 125,993
Total Assets $ 4,094,782 $©2 ) $ 4,094,780 $ 480,874 $ (40,646 ) $ 4,535,008
LIABILITIES
Non-interest
bearing $ 809,248 $ 519 B $ 809,767 $ 135,002 $ - $ 944,769
Interest bearing
deposits 2,419,527 - 2,419,527 274,749 73 K 2,694,349
Total
deposits 3,228,775 519 3,229,294 409,751 73 3,639,118
Borrowings 251,473 - 251,473 20,039 - 271,512
Junior
subordinated
debentures - - - 8,248 2,410 ) L 5,838
Other liabilities 53,222 67 ) C 53,155 3,991 536 M 57,682
Total
liabilities 3,533,470 452 3,533,922 442,029 (1,801 ) 3,974,150
EQUITY
Equity
(AmWest) 561,312 (454 ) D 560,858 - - 560,858
Equity (GSB) - - - 38,845 (38,845 ) N -
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Total Equity 561,312 (454 ) 560,858 38,845 (38,845 ) 560,858
Total Liabilities

and Equity $ 4,094,782 $2 ) $ 4,094,780 $ 480,874 $ (40,646 ) $ 4,535,008
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ASSETS
Cash and equivalents
Investment securities

Total cash and securities

Loans receivable
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Pro Forma Consolidated Statements of Financial Condition
September 30, 2014
(in thousands)

Banner &
Siuslaw
Combined
Pro Forma

$ 258,885
660,174
919,059

4,051,806

AmWest
Combined
Pro Forma

$ 50,601
1,221,227
1,271,828

2,825,534

Pro Forma
Adjustments

$ (149,712 )

(149,712 )

Notes

A

Pro Forma
Totals

$ 159,774

1,881,401
2,041,175
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