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2019: A Year of Innovating and Connecting
Building and deepening trusting client relationships has always been the cornerstone 
of Banner Corporation. Our commitment to delivering value-added financial 
products and services by maintaining our focus on client needs continued to serve 
us well last year.

Diversity shows up in every aspect of our 
business and remains a vital pillar of our fortress 
balance sheet which is designed to withstand all 
economic cycles. We wholeheartedly embrace 
how diversification contributes to our success 
in relation to our geography, our clients, our 
employees and our products. Taking a multi-
faceted approach to building revenue while 
controlling expenses also contributes to our 
ability to produce strong results. 

A Snapshot of Deposit Success
Strong core deposits remained the primary 
foundation of our success last year, accounting 
for 89 percent of total deposits. Core deposits 
increased nine percent from 2018 as a result of 
successful deposit-gathering across our footprint, 
minimizing geographic concentrations while 
ensuring our loans remain primarily self-funded. 

A unique added benefit of our footprint is how 
our diverse markets create a synergy in which 
especially strong deposits held in rural and 
suburban markets help fund brisk loan growth in 
our metro and urban markets.

Our focus on maintaining strong client 
relationships continued to drive growth in 
deposits, augmented by overall household 
acquisition activities. In fact, over the past 
10 years our organic household growth rate 
exceeded 110 percent, further demonstrating 
that our value proposition continues to resonate 
across the markets we serve.

Continued Loan Growth
Access to ample deposits again proved pivotal 
to funding the company’s loan growth. Despite a 
flat yield curve and three interest rate reductions 
by the Federal Reserve last year, our experienced, 
trusted bankers maintained existing relationships 
and attracted new business to achieve seven 
percent loan growth. Our timeless commitment 
to diversification by business type, industry, loan 
type and market was essential to our success. 
Some of the many ways we employed our 
strategy in 2019 include:

• Reinforcing our commitment to affordable
housing, Banner Bank booked more than
$250 million toward creating, renovating and
preserving affordable housing, resulting in
more than 1,500 units and families served.

• Community Financial Corporation, a wholly
owned subsidiary of Banner Bank, reinforced
its position as a market leader, providing more
than $360 million in loans to help build homes
and housing developments.

• Helping more than 3,500 people achieve
the American dream of home ownership,
Banner Bank reached a landmark goal
of $1 billion in home loan production.
Additionally, our mortgage team offered
more than 200 first-time homebuyer classes,
educating 700 potential homebuyers.

•  Serving business owners with a vision to grow
and retool their companies, Banner Bank’s
Small Business Administration department
booked 55 loans in 2019, with loan
commitments totaling nearly $50 million. To
help small businesses turn on a dime, Banner
Bank also booked 243 SBA Express loans in
2019, with commitments over $25 million.



Investing in Innovation
Pairing proven technology with knowledgeable 
bankers to deliver value-added products and 
services has long been our approach to ensuring 
our clients can bank when, where and how they 
want. Last year, technology again played a vital 
role in our commitment to build and support all 
types of client relationships and meet the needs 
of individuals, businesses and large commercial 
enterprises. In 2019, we continued to sagely invest 
in technology to diversify our service delivery, 
amplify our solutions and minimize processing 
times, all to improve the Banner Bank client 
experience, including: 

•  Streamlining commercial loan requests, we 
developed and began implementing a new 
loan origination platform to enhance workflow, 
security and team collaboration.

• Positioning our resources for today and 
tomorrow, we continued investing in our ATM 
fleet, introducing next-generation ATMs that do 
more, are easier to use and can offer a tailored 
client experience.

• Continually improving our online and mobile 
banking services, we expanded our online 
consumer and business options, adding features 
such as Live Chat. Clients who bank by mobile 
device gained a leading-edge user experience, 
with touchscreen and Face ID, enhanced 
security and reliability, digital wallet capabilities 
and simplified use of SnapShot® Deposit.

• Supporting client convenience, savings and 
security, we launched Debit Card Controls, 
a tool in online and mobile banking giving 
consumers and businesses real-time control 
to manage and protect their deposit accounts 
paired with a debit card.

• Complementing our diverse treasury 
management digital tools, we invested in faster 
payments and mobile solutions to support 
business clients’ daily cash management.

• Expanding fraud prevention training and digital 
messaging services, our team remained focused 
on helping clients improve awareness and 
effectively manage payment risk.

Ú   Highest Customer Satisfaction  
with Retail Banking in the Northwest  
–  J.D. Power* (3 years in a row)

Ú   Best Bank in the Pacific Region of 
the U.S. (Wash., Calif., Ore. & Alaska)  
–  Money Magazine (2 years in a row)

Ú    100 Best Banks in America  
–  Forbes (4 years in a row)

Ú   Top 200 Healthiest Banks  
– DepositAccounts.com

Ú   Repeatedly assigned 
BauerFinancial’s 5-Star rating  
(their highest)

Ú   U.S. Small Business Administration 
Honors:

• Washington Regional Lender of 
the Year (5 years in a row) and 
Community Lender of the Year 
(2 consecutive years prior)

• Oregon Star Performer  
(4 years in a row)

• Northern California National 
Lender Recognition Award  
(4 years in a row)   

* Banner Bank received the highest score in 
the Northwest in the J.D. Power 2018–2019 
U.S. Retail Banking Satisfaction Studies of 
customer satisfaction with their retail bank. 
Visit jdpower.com/awards

2019 Accolades



Fellow Shareholders,

Or should that be Fellow Stakeholders? Shareholders, stakeholders, they both mean 
about the same thing, right? Maybe not. There’s a serious and growing discussion 
going on about these very words.

Who are a corporation’s stakeholders? Can their various self-interests coexist? Is there 
“primacy” among them? What’s the proper time horizon for a strategic plan? Throw in 
a concept like “short-termism” and you have a full-blown debate.

While this letter isn’t the place to expound on the discussion, I want you to be aware 
that it’s more complex than a couple of related words. And it’s worth looking into, 
because it could lead to various movements impacting the governance of larger 
businesses, especially those that are publicly traded.

For instance, “The New Paradigm,” presented at the 2016 World Economic Forum lays 
out a roadmap for businesses that would preserve a market-based perspective while 
fully considering the long-term interests of all stakeholders.

And last summer in its “Statement on the Purpose of a Corporation,” the Business 
Roundtable departed from its long-held tenet of shareholder primacy. Instead, the 
statement reads, “… we share a fundamental commitment to all of our stakeholders … 
to deliver value to all of them.” It specifically identifies stakeholders as: clients, 
employees, suppliers, communities, and shareholders.

For 10 or more years now—well before 
the current buzz—as part of our super 
community bank business model, we’ve 
embraced a broad view of stakeholders. 
It’s part of our culture. In early 2015, we 
began closing our investor presentation 
deck with this slide. For Banner to thrive 
and grow, common sense dictates that 
we balance the competing long-term 
interests of all our stakeholders (the 
investor deck is available as a Securities 
and Exchange Commission Form 
8-K filing shortly after our quarterly 
earnings release). 

We’ll continue to listen to the discussion, comment when appropriate, and adapt as 
necessary. But we think Banner is already in step with the direction of this evolving 
shareholder/stakeholder conversation.

President and CEO
Mark Grescovich  



Last year, I wrote that judging whether we were successful during a year requires a 
plan, a commitment to doing what we said we’d do, and always putting ourselves in 
position to improve. My assessment of 2019 is that Banner was quite successful. Some 
targets, especially those tied into operating leverage, remain challenging, but we still 
see opportunity for future improvement.

You’ll find a great deal of financial detail in the pages that follow, but let me highlight 
a few items:

• The acquisition of $426 million California-based AltaPacific Bank brought 
Banner’s total year-end 2019 assets to $12.6 billion; 

• Strong year-over-year growth in core deposits at 9%, loans at 7%, adjusted 
revenues at 8%, and pre-tax net income at 11%; 

• A 4.30% net interest margin for the year, expected to keep Banner well within 
this measure’s top quartile among bank holding companies larger than 
$10 billion;

• A very strong capital position and still moderate credit risk profile with 
non-performing assets of only 0.32% of total assets; 

• A Banner record of $1 billion in residential mortgage loan originations; 

• A commitment in excess of $250 million to finance more than 1,500 affordable 
housing units;

• A third consecutive year earning J.D. Power’s highest ranking for retail bank 
customer satisfaction in the Pacific Northwest; 

• A second consecutive year ranked as the best bank in the Pacific Region of the 
U.S. by Money magazine; and 

• Net income available to common shareholders of $4.18 per diluted share 
compared to $4.15 in 2018.

In closing, I want to thank everyone at Banner for their extraordinary commitment 
and hard work, for executing on our strategic plan, and for being Connected, 
Knowledgeable and Responsive.

And thank you to all our stakeholders—shareholders in particular—for your continuing 
interest in and commitment to Banner. I look forward to pursuing our plan for 2020 
and reporting further progress to you next year.

Mark J. Grescovich
President and Chief Executive Officer
Banner Corporation and Banner Bank
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Acquisition of AltaPacific Bancorp 

Acquisition of Skagit Bancorp, Inc. 

General:



One- to Four-Family Residential Real Estate Lending: 

Construction and Land Lending: 

Commercial and Multifamily Real Estate Lending:



Commercial Business Lending:  

Agricultural Lending: 



Consumer and Other Lending: 

Loan Solicitation and Processing:

“Loan Servicing.”



Mortgage Servicing Rights:

Classified Assets: 

Allowance for Loan Losses:  

Measurement of Credit Losses on Financial 
Instruments, 

Real Estate Owned:



Investment Securities 

Derivatives 

Derivatives Not Designated in Hedge Relationships 

Interest Rate Swaps:

Mortgage Banking:



Derivatives Designated in Hedge Relationships 

General:

Deposit Accounts:

Borrowings:



General:

Washington Taxation:

California, Oregon, Idaho, Montana and Utah Taxation: 



General

State Regulation and Supervision

Deposit Insurance



Standards for Safety and Soundness:

Capital Requirements: 



Prompt Corrective Action:

Commercial Real Estate Lending Concentrations:

Activities and Investments of Insured State-Chartered Financial Institutions:

Environmental Issues Associated With Real Estate Lending: 



Federal Reserve System:

Affiliate Transactions:

Community Reinvestment Act:

Dividends:

Privacy Standards:

Anti-Money Laundering and Customer Identification:

Other Consumer Protection Laws and Regulations:



General:

The Bank Holding Company Act:

Acquisitions:

Federal Securities Laws:

The Dodd-Frank Act:



Sarbanes-Oxley Act of 2002:

Interstate Banking and Branching:

Dividends:

Stock Repurchases:



Mark J. Grescovich



Richard B. Barton

Peter J. Conner

James P. Garcia

Kenneth W. Johnson

Kayleen R. Kohler

Kenneth A. Larsen

James P.G. McLean

Craig Miller



Cynthia D. Purcell

M. Kirk Quillin

James T. Reed, Jr. 

Steven W. Rust

Judith A. Steiner

Gary W. Wagers

Keith A. Western



Construction and Land Loans.



Commercial and Multifamily Real Estate Loans

Commercial Business Loans.

Agricultural Loans



Consumer Loans















Our security measures may not be sufficient to mitigate the risk of a cyber attack. 



Security breaches in our internet banking activities could further expose us to possible liability and damage our reputation

Our security measures may not protect us from system failures or interruptions. 
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Performance Ratios: 

Selected Financial Ratios: 

Consolidated Capital Ratios: 





Non-GAAP financial measures





Interest Income: 

Provision and Allowance for Loan Losses: 

.



Fair Value Accounting and Measurement: 

Business Combinations: 

Acquired Loans:

Goodwill:

Other Intangible Assets:



Mortgage Servicing Rights: 

Real Estate Owned Held for Sale

Income Taxes and Deferred Taxes

Legal Contingencies: 



U.S. Government and Agency Obligations:  



Mortgage-Backed Obligations:

Municipal Bonds:

Corporate Bonds:  

Asset-Backed Securities:
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“Loan Servicing Portfolio”

One- to Four-Family Residential Real Estate Lending:

 

Construction and Land Lending:

 

Commercial and Multifamily Real Estate Lending:



Commercial Business Lending:  

Agricultural Lending:

Consumer and Other Lending:

Loan Servicing Portfolio:

Mortgage Servicing Rights: 



















Analysis of Net Interest Spread,



















Interest Sensitivity Gap,





Analysis of Net Interest Spread





Evaluation of Disclosure Controls and Procedures:

Changes in Internal Controls Over Financial Reporting:

Management’s Annual Report on Internal Control over Financial Reporting:

















Internal Control - Integrated 



Framework (2013)



Opinions on the Financial Statements and Internal Control over Financial Reporting 

Internal Control - Integrated Framework (2013)

Internal Control - Integrated Framework (2013)

Basis for Opinions 

Management Report on Internal Control over Financial Reporting. 

Definition and Limitations of Internal Control Over Financial Reporting 



Critical Audit Matter 

















Nature of Business:

Basis of Presentation and Principles of Consolidation:

Subsequent Events:

Cash and Cash Equivalents:

Business Combinations:

Use of Estimates:

Securities:



Investment in FHLB Stock:

Loans Receivable:

Loans Held for Sale



Acquired Loans:

Income Recognition on Nonaccrual and Impaired Loans and Securities:

Provision and Allowance for Loan Losses:



Loan Origination and Commitment Fees:

Reserve for Unfunded Commitments:

Real Estate Owned:

Property and Equipment:

Right of Use Lease Asset & Lease Liability: 



Goodwill:

Other Intangible Assets:

Mortgage Servicing Rights:

Bank-Owned Life Insurance (BOLI):

Derivative Instruments:



Transfers of Financial Assets:

Advertising Expenses:

Income Taxes:

Stock-Based Compensation:

Earnings Per Share:  

Comprehensive Income:

Business Segments:



Reclassification:

Leases (Topic 842) 

Leases (Topic 
842)

Targeted Improvements

Derivatives and Hedging (Topic 815)

Targeted Improvements to Accounting for Hedging Activities

Financial Instruments—Credit Losses (Topic 326) 

Measurement of Credit Losses on Financial Instruments



Receivables—Nonrefundable Fees and Other Costs  (Subtopic 310-20) 

Premium Amortization on Purchased Callable Debt Securities

Intangibles-Goodwill and Other-Internal-Use Software (Subtopic 350-40) 

Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That 
Is a Service Contract

Fair Value Measurement (Topic 820) 

Disclosure Framework-Changes to the Disclosure Requirements for Fair Value Measurement

Acquisition of AltaPacific Bancorp 





Acquisition of Skagit Bancorp, Inc. 











Purchased credit-impaired loans:

 



Impaired Loans and the Allowance for Loan Losses:





Credit Quality Indicators

Overall Risk Rating Definitions























Repurchase Agreements:  

 

Federal Reserve Bank of San Francisco and Other Borrowings:  

 









Tax credit investments:

Employee Retirement Plans:  

Supplemental Retirement and Salary Continuation Plans:  



Deferred Compensation Plans and Rabbi Trusts:

2014 Omnibus Incentive Plan 

2018 Omnibus Incentive Plan 







Goodwill and Other Intangible Assets:

 







Items Measured at Fair Value on a Recurring Basis: 



Securities:

Loans Held for Sale:

Mortgage Servicing Rights: 

Junior Subordinated Debentures:  

Derivatives:



Off-Balance Sheet Items:

Limitations:

Assets and Liabilities Measured at Fair Value Using Significant Unobservable Inputs (Level 3) 

TPS Securities

Junior subordinated debentures

Interest rate lock commitments:  



Items Measured at Fair Value on a Non-recurring Basis 

Impaired loans



REO









Derivatives also included in Note 23: 



Derivatives Designated in Hedge Relationships 

Derivatives Not Designated in Hedge Relationships 

Interest Rate Swaps:

Mortgage Banking:







Disaggregation of Revenue: 

Deposit fees and other service charges 

Debit and credit card interchange income and expenses 

Merchant services income 



Lease Position as of December 31, 2019 

Lease Costs 

Supplemental Cash Flow Information 



Undiscounted Cash Flows 





The following information summarizes certain features and rights of our capital stock. The summary does not purport to be exhaustive and is 
qualified in its entirety by reference to our articles of incorporation, bylaws, and to applicable Washington law. 



Authorized Shares

Restrictions on Voting Rights

Board of Directors



Cumulative Voting, Special Meetings and Action by Written Consent

Stockholder Vote Required to Approve Business Combinations with Principal Stockholders

Amendment of Articles of Incorporation and Bylaws

Stockholder Nominations and Proposals



















Embracing the Strengths of 
our Diversified Footprint

San Diego

Los Angeles

Sacramento

BoiseMedford

Portland

Seattle Spokane

Yakima

Walla Walla

Eugene

Ú  210 branches and offices

Ú  Serving 6 of the top 9

MSAs in the Western U.S.

Ú  Growing region includes

3 of top 5 states in the

nation for inbound

relocations (Idaho no. 1,

Oregon no. 2 and

Washington no. 5).*

Ú   California boasts a gross

state product in excess

of $3 trillion—when

viewed independently,

it is the 6th largest

economy in the world.

* Source: United Van Lines
National Movers Study

   Branch and office locations 

   New branch locations 
in California, 2019

Giving Back to the Community 
Balancing our reason to be in business with the values that keep us in 
business is vital to our success. Our commitment to being an active 
corporate citizen and engaging in the communities we serve is 
always the foundation of our approach. 

Through diverse initiatives and proven community partnerships, 
we gave in excess of $2.5 million to more than 1,300 nonprofit 
organizations in 2019. And our employees contributed their 
time and talent with hundreds of non-profit organizations and 
community causes. The company continued encouraging employee 
involvement, through paid time off to all full- and part-time 
employees to volunteer with organizations of their choice.



Our Vision Statement 
We strive to be the bank of choice in the markets we serve. We 
are committed to being the best provider of financial services 
in the West.

Our Mission Statement 
Banner Corporation is a dynamic full service financial institution, 
operating safely and profitably within a framework of shared 
integrity. Working as a team, we will deliver superior products and 
services to our valued clients. We will emphasize strong client 
relationships and a high level of community involvement. We will 
provide a culture which attracts, empowers, rewards and provides 
growth opportunities for our employees. Our success will build 
long-term shareholder value.

Our Value Proposition 
Connected. Knowledgeable. Responsive. 
It’s not only what we do, it’s how we do it—with relentless effort.

Values

“Do the Right Thing.” 

This means we believe in:

Ú Honesty and Integrity

Ú Mutual Respect

Ú Quality

Ú Trust

Ú Teamwork

Ú Accountability

Executive Officers
Mark J. Grescovich
President and Chief Executive Officer

Richard B. Barton
EVP, Chief Credit Officer

Peter J. Conner
EVP, Chief Financial Officer

James P. Garcia
EVP, Chief Audit Executive

Kenneth W. Johnson
EVP, Operations

Kayleen R. Kohler
EVP, Human Resources

Kenneth A. Larsen
EVP, Mortgage Banking

James P.G. McLean
EVP, Commercial Real Estate Lending

Craig Miller
EVP, General Counsel

Cynthia D. Purcell
EVP, Retail Banking and Administration

M. Kirk Quillin
EVP, Commercial Executive

James T. Reed, Jr.
EVP, Commercial Banking West

Steven W. Rust
EVP, Chief Information Officer

Judith A. Steiner
EVP, Chief Risk Officer

Gary W. Wagers
EVP, Retail Products and Services

Keith A. Western
EVP, Commercial Banking South

Directors

Cheryl R. Bishop David A. Klaue

Connie R. Collingsworth John R. Layman

Brent A. Orrico David I. Matson

Kevin F. Riordan Merline Saintil

Mark J. Grescovich Terry S. Schwakopf
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Corporate Headquarters
10 South First Avenue
PO Box 907
Walla Walla, WA 99362-0265
509-527-3636
800-272-9933
Website: bannerbank.com
Email: bannerbank@bannerbank.com

Subsidiaries
Banner Bank – bannerbank.com
Islanders Bank – islandersbank.com
Community Financial Corporation

Transfer Agent and Registrar
Computershare Trust Company, N.A.
PO Box 505000
Louisville, KY 40233-5000

Independent Public Accountants 
and Auditors
Moss Adams LLP
805 SW Broadway, Suite 1200
Portland, OR 97205

Special Counsel
Breyer & Associates PC
8180 Greensboro Drive, Suite 785
McLean, VA 22102

Annual Meeting of Shareholders
10 a.m., Wednesday, April 29, 2020
Marcus Whitman Hotel
6 West Rose Street
Walla Walla, WA 99362

Dividend Payments Sent Quarterly
Dividend payments are reviewed quarterly by 
the board of directors and, if appropriate and 
authorized, have historically been paid during 
the months of January, April, July and October. 
To avoid delay or lost mail, and to reduce costs, 
we encourage you to request direct deposit of 
dividend payments to your bank account. To enroll 
in the Direct Deposit Plan, call the Company’s 
Investor Services Department at 800-272-9933.

Dividend Reinvestment and 
Stock Purchase Plan
Banner Corporation offers a dividend reinvestment 
program whereby shareholders may reinvest all 
or a portion of their dividends in additional shares 
of the Company’s common stock. Information 
concerning this optional program is available 
from the Investor Services Department or from 
Computershare Investor Services at 800-697-8924.

Investor Information
Shareholders and others will find the Company’s 
financial information, press releases and other 
information on the Company’s website at  
www.bannerbank.com. There is a direct link 
from the website to the Securities and Exchange 
Commission (SEC) filings via the EDGAR database, 
including Forms 10-K, 10-Q and 8-K.

Shareholders May Contact:
Investor Relations, Banner Corporation
PO Box 907
Walla Walla, WA 99362

Or call 800-272-9933 to obtain a hard copy of 
these reports without charge.
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