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At Umpqua Holdings Corporation, we thrive on the
creativity and the comrr itment of our 1,400 employees,
whlo enable us to be a eading regional marketer of
finhncial services. We’re the parent company of Umpqua
Ba k, an Oregon state-chartered bank with 92 locations

E

in alifornia, Oregon and Washington. We also own
Strand, Atkinson, Williams & York, Inc., a retail brokerage
firm offering services in all Umpqua Bank stores and
through dedicated offices in Oregon, Washington and
California. Umpqua Holdings is built on the premise that
nothing is impossible, and we steadfastly refuse to be
constrained by conventional wisdom. As a community
bank, we embrace our responsibility to invest in the wellbeing of the cities, towns and neighborhoods in which we
do business, and we strive to go beyond our customers’
expectations by reinventing our business every day.
Umpqua Holdings is headquartered in Portland, Oregon,
and you’ll find us listed on the NASDAO National Market
System under the symbol UMPQ.
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a t umpqua
no matter how big we get,
we'll always be a community bank.

the proof
We opened for business in 1953 in CanyonviIIe, Oregon, and have remained true t o our small-town roots
ever since. Because Umpqua is a community bank, the names and the faces of our customers (and their kids
and pets) are important. Their financial safety, security and prosperity matter. And we care deeply about the
health and well-being of the cities and towns in which they live. We support our communities both financially
and through hands-on service. In fact, community involvement is part of the job description of every Umpqua
associate. Our Connect volunteer program, for example, enables our associates t o be paid for up to 40 hours
each year for serving nonprofit organizations focused on youth and education. We also support our communities by ensuring that all banking decisions continue to be made locally-because

we strongly believe that

it's our personal knowledge and connections with customers that help us succeed. Bottom line? We seek to
make a difference through our stewardship, leadership and involvement and the protection and expansion

of com m unity wea Ith.

there‘s always a better way, another
chance to innovate and improve our
customer experience.

Because we are dedicated t o exceeding our customers’ expectations, we are always looking for new ways to

improve our customer experience. Our innovative store design has been a t the forefront of our efforts. In 2004
we continued t o roll out our next-generation design first introduced in Portland’s Pearl District. Our goal is to
allow the store environment to communicate t o customers that doing business with Umpqua can be rewarding,
relaxing and even fun. We invite customers t o drop by, get a fresh cup of specially blended Umpqua brand
coffee, make a deposit or withdraw some cash, read the latest financial publications in a comfortable leather
chair, check their e-mail on one of our Internet-connected computers and browse Umpqua products, including

a full line of investment options from our brokerage subsidiary, Strand, Atkinson, Williams & York. You’ll even
find us hosting after-hours events on topics ranging from branding your business t o decorating your loft. At
Umpqua we’re not just a business, we’re part of the neighborhood.

+in entire culture around delivering financial
products and services to our customers
ip ways that exceed their expectations.

Our culture is the heart and soul of the Umpqua experience. It includes everything we say and d o as a
company-from

the friendly hello you get when you call or drop by, t o the exceptional level of personal

service every customer receives. It's what sets us apart from our competitors and encourages the public t o
say, "They're different!" One crucial aspect of the Umpqua culture is empowering our associates t o handle any
customer request immediately; that's why we cross-train each associate t o perform every job in our storesfrom cashing a check, t o opening a new account, t o discussing small-business lending. To mark our progress,
we needed a way to motivate, measure and reward exceptional performance. That's why we developed our

Return on Quality (ROO) measurement, which compiles statistics every month for every store and department
t o evaluate the quality of our customer service. Our ultimate objective is t o encourage our associates to
consistently exceed our customers' expectations.

As we tell our banking associates when th,ey join Umpqua: "You are part of something that is making people's
lives better. You have the power t o make someone's day. Right now you are the most powerful person at this
bank." Last year we had convincing proof that our associates fully embrace our different approach: Umpqua
Bank was selected as the #I best company t o work for in Oregon. This recognition was the direct result of
impartial surveys conducted by Oregon Business magazine of thousands of employees who work for Oregon's
largest companies. It was without a doubt our most important achievement of 2004.

we-re arowina
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quickly in new markets-our customers
discover the umpqua difference and pass
along the good news to others.

the proof
We‘ve made a number of sizeable acquisitions over the p a s t few years and as a result have entered new
markets in Oregon, Washington and California. In every case each acquisition was smoothly integrated, without
customer inconvenience, and we quickly gained new customers. Once Umpqua’s dynamic culture unleashes
the energy of our associates t o focus on service, customers are quick to respond. The result is strong, organic
growth of loans and deposits-20

percent and 10 percent, respectively, last year. What better proof is there

t h a t we’re on the right track and are well prepared t o continue growing in the future? When nothing is

impossible, the possibilities are enormous.

to our shareholders
Without a doubt 2004 was another great year for Umpqua Holdings Corporation. Our ongoing strategy t o
differentiate ourselves from our competitors through our unique and innovative product delivery systems, our
passion for reinventing high-quality service standards and our commitment t o empowering our associates t o
act on behalf of our customers continues to yield excellent results.
We realized strong growth from both of our divisions-Umpqua

Bank and Strand, Atkinson, Williams & York.

Umpqua Bank grew t o $4.9 billion in assets, a 64 percent increase over 2003's asset total of $3 billion. This was
accomplished through strong organic growth in loans of 20 percent and deposits of 10 percent and through
our entry into the fast-growing Northern California market with the acquisition of Humboldt Bancorp, a $1.6
billion financial institution. Umpqua Bank now has 92 store locations from Seattle t o Sacramento! Reaching this
long-term strategic goal makes this year's report to you an especially satisfying one.
For the year 2004, excluding merger-related expenses, the company reported income of $50.7 million, or $1.40
per diluted share, compared with $35.5 million, or $1.24 per diluted share, for 2003, an increase of 13 percent. Net
income for 2004 after the effect of merger-related expenses was $1.30 per diluted share, compared with $1.19
per diluted share for 2003. Other achievements for the year include the market value of Umpqua's stock exceeding $1 billion for the first time. In addition, the company's credit portfolio remained in excellent shape, with nonperforming loans and net charge-offs, as a percentage of loans, a t 0.65 percent and 0.17 percent, respectively.
We continue t o focus our efforts on those areas that can provide the greatest returns t o our shareholders
while offering strong potential for future growth. This ongoing evaluation resulted in the sale of our merchant
card processing portfolio for a $5.6 million gain, net of transaction costs, during fourth quarter 2004. Our
achievements last year certainly did not go unnoticed by investors, who continue t o show confidence in the
company, as indicated by Umpqua Holdings' stock price closing a t $25.21 per share on December 31.

Because nothing is impossible, we continue to reinvent the way we do business.
Our financial accomplishments are the tangible results of acting on the belief t h a t nothing is impossible.
When we start with that mindset, there is no end to the innovation and creativity of Umpqua associates, who
are constantly advancing the way we d o business t o better serve our customers and set us apart from our
competitors. In 2004 this led t o the rollout of our next-generation Umpqua store design (see page 8 of this
report) and the introduction of training programs for our associates through Ritz-Carlton trainers, who are
helping us redefine the meaning of high-quality service.
Last year we successfully reached another major strategic goal when we acquired Northern California-based
Humboldt Bank, our fifth major acquisition in four years. This gave us 27 new banking locations and positioned
Umpqua Bank as a major regional financial institution. The integration of Humboldt into Umpqua was accomplished smoothly, rapidly and without customer interruption. This transaction was announced in March 2004,
it closed in July and full integration was successfully completed by the end of the year.
The Humboldt acquisition, much like the others we have undertaken, served t o set the stage for strong organic
growth in these new markets. As existing and potential customers get t o know us better and discover our
unique delivery system t h a t provides for a one-of-a-kind customer experience, they invariably respond by
bringing us new business. The transition t o Umpqua has an energizing effect on the associates who join us
and experience our service culture. Bringing all our advantages t o bear in Northern California's high-growth
market will remain a strong initiative over the next few years.

We're investing in new stores, improved infrastructure and integration of services.
New Umpqua stores opened in Bend and Tualatin, Oregon in 2004, and we plan t o add additional stores in
Bend, Medford, Portland, Napa and several other locations in Northern California during 2005. Our commitment to building new stores is an indication that we remain focused on internal organic growth. Given our
previous successes, however, we will continue to evaluate opportunities to acquire new partners should the
strateqic rationale make sense and the financial metrics of a transaction be accretive for our shareholders.

Umpqua’s future growth will require an even stronger infrastructure as well as additional training resources. To
meet these demands, the company announced the completion of two major facilities during 2004. In February
the company opened an expanded Training and Retail Support Center in Roseburg, Oregon. This new facility
is the home of Umpqua’s university and retail administrative back-room functions. In May the company opened
our new Data Processing Center in Gresham, Oregon, which now houses all our technical resources. And we
recently announced that in May 2005 Umpqua Holdings will move its corporate headquarters t o the newly
named Umpqua Bank Plaza Building in downtown Portland.
Finally, Strand, Atkinson, Williams & York had another record year, achieving revenue production growth of

24 percent. We are particularly pleased with the success of our product and service ”cross-pollination” strategy
between brokerage customers of Strand, Atkinson and customers of Umpqua Bank’s Private Client Services,
which provides tailored financial services and products t o high-net-worth individuals. Referrals between the
two divisions are growing both businesses and expanding the number of financial relationships we have with
each of our customers, which in turn increases Umpqua’s overall customer retention.

What makes us successful is what makes us different.
A/ Umpqua we stand out from the pack because we are different. Our culture of local decision-making, employee
empowerment and community involvement translates into an exciting, motivating work environment. Thus we
&re

extremely pleased that Oregon Business magazine named Umpqua Bank #I on its 2004 list of “The 100

Bbst Companies t o Work For in Oregon.” This is a tremendous achievement, especially considering that many
new associates have been integrated into the company through our acquisition efforts. We believe that this
a ard is a true indicator of just how much Umpqua associates value their company culture.

r”

A major part of the Umpqua difference is our unwavering commitment to remaining a community bank. We
believe that as we continue to grow we must, a t all costs, remain focused on our objective of operating as a
community bank while utilizing our resources as a powerful regional financial institution. In 2004 we successfully

1

I unched our new Connect volunteer program, which has been recognized as a national model for community
s rvice. Connect was established t o help strengthen the communities we serve by enabling all Umpqua
associates t o volunteer 40 hours of paid service annually t o nonprofit organizations focused on supporting
youth and education in their communities
Today Umpqua is doing something we believe has never been accomplished in our industry: growing big
enough to have a strong regional presence while remaining a community bank in every way. As we continue
t o grow, we will resist the conventional wisdom that leads t o the growth of centralized bureaucracy in most
large institutions. We have the intensity, the focus and the sense of urgency t o ensure that we never forget
the importance of local decision-making and personal customer care.
We have assembled an experienced senior management team with the talent and the vision t o successfully
grow the company. It’s a team that is completely focused on making decisions and investments based on
what’s best for our future and our shareholders’ long-term interests.
Our heartfelt thanks g o t o the passionate group of 1,400 people who work hard to advance your company.
Best wishes,
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This report includes forward-looking
statements within the meaning of the
"Safe-Harbor" provisions of the Private
Securities Litigation Reform Act of 1995,
which management believes are a benefit
to shareholders. These statements are
necessarily subject to risk and uncertainty
and actual results could differ materially
due to certain risk factors, including those
set forth from time to time in the company's
filings with the SEC. You should not place
undue reliance on forward-looking
statements and we undertake no obligation
to update such Statements. Specific risks
in this report include the company's ability
t o open new stores in California and
Oregon and experience continued
growth in 2005.
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