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UMPQUA HOLDINGS CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
September 30, December 31,
Dollars in thousands 2003 2002
ASSETS
Cash and due from banks $ 97,877 $ 101,892
Temporary investments 32,870 18,650
Total Cash and Cash Equivalents 130,747 120,542
Trading account assets 1,561 1,905
Investment securities available for sale, at fair value 404,771 331,160
Investment securities held to maturity, at amortized cost 16,641 18,455
Mortgage loans held for sale 51,620 62,349
Loans and leases receivable 1,935,482 1,778,315
Less: Allowance for credit losses (25,312) (24,731)
Loans and leases, net 1,910,170 1,753,584
Federal Home Loan Bank stock, at cost 6,703 6,589
Property and equipment, net of depreciation 63,560 58,585
Goodwill and other intangible assets, net 160,012 160,967
Mortgage servicing rights, net 10,732 9,316
Other assets 54,678 32,512
Total Assets $ 2,811,195 8§ 2,555,964
LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits
Noninterest bearing $ 599,939 $ 494,810
Savings and interest-bearing checking 1,085,455 976,537
Time deposits 577,817 632,443
Total Deposits 2,263,211 2,103,790
Securities sold under agreements to repurchase 43,555 31,232
Fed funds purchased 19,998 5,000
Term debt 72,048 24219
Notes payable for trust preferred securities 77,321 75,000
Other liabilities 23,075 28,564
Total Liabilities 2,499,208 2,267,805
Commitments and contingencies
SHAREHOLDERS' EQUITY
Common stock, no par value, 100,000,000 shares authorized; issued and
outstanding: 28,365,814 at Sept. 30, 2003 and 27,980,591at Dec. 31, 2002 230,174 225,380
Retained earnings 81,605 59,475
Accumulated other comprehensive income 208 3,304
Total Shareholders' Equity 311,987 288,159
Total Liabilities and Shareholders' Equity $ 2,811,195 3 2,555,964

See accompanying notes to condensed consolidated financial statements




UMPQUA HOLDINGS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

Dollars in thousands, except per share data
Interest Income
Interest and fees on loans and leases
Interest on taxable securities
Interest on non-taxable securities
Interest on temporary investments
Interest on trading account assets

Total interest income
Interest Expense
Interest on deposits
Interest on repurchase agreements
Interest on notes payable for trust preferred securities
Interest on borrowings

Total interest expense
Net Interest Income
Provision for credit losses

Net interest income after provision for credit losses
Noninterest Income

Service charges

Brokerage fees and commissions

Mortgage banking revenue, net

Gain (loss) on sale of securities

Other noninterest income

Total noninterest income
Noninterest Expense
Salaries and employee benefits
Premises and equipment
Other noninterest expense
Merger-related expenses

Total noninterest expense
Income before income taxes
Provision for income taxes

Net Income

Earnings Per Share
Basic
Diluted

(UNAUDITED)
Three months ended Sept 30, Nine months ended Sept 30,
2003 2002 2003 2002

$ 32,615 $ 20,435 $ 94,960 $ 60,627
2,726 2,557 8,088 6,827

479 714 2,002 2,164

82 318 420 588

24 28 54 60

35,926 24,052 105,524 70,266
5,454 5,394 18,202 15,775

99 101 313 258

936 18 2,787 18

349 226 754 810

6,838 5,739 22,056 16,861
29,088 18,313 83,468 53,405
1,050 900 3,475 2,504
28,038 17,413 79,993 50,901
3,256 2,138 9,368 6,098

2,635 2,299 6,944 6,805

3,159 1,190 10,273 5,085
10 396 2,153 (503)

457 682 2,601 1,701

9,517 6,705 31,339 19,186
13,438 8,963 39,507 26,240
3,535 2,348 11,064 6,660

6,332 3,810 19,186 12,027

394 - 2,082 1,521

23,699 15,121 71,839 46,448
13,856 8,997 39,493 23,639
4,841 2,987 13,965 8,386

$ 9,015 $ 6,010 $ 25,528 $ 15,253
$ 0.32 $ 0.30 $ 0.90 $ 0.76
$ 0.31 $ 0.29 $ 0.89 $ 0.75

See accompanying notes to condensed consolidated financial statements




UMPQUA HOLDINGS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(UNAUDITED)
Three months ended Sept 30, Nine months ended Sept 30,
Dollars in thousands ‘ 2003 2002 2003 2002
Net income $ 9,015 $ 6,010 $ 25,528 $ 15,253
Unrealized (losses) gains arising during the period on
investment securities available for sale (2,282) 1,165 (2,950) 1,562
Reclassification adjustment for (gains) losses realized in
net income ©6) (240) (1,307) 305
Income tax (benefit) expense related to unrealized (losses)
gains on investment securities, available for sale (896) 458 (1,161) 641
Net unrealized gains (losses) on investment
securities available for sale (1,392) 467 (3,096) 1,226
Comprehensive Income $ 7,623 $ 6,477 $ 22432 $ 16,479

See accomparnying notes to condensed consolidated financial statements




UMPQUA HOLDINGS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
Nine months ended September 30,
Dollars in thousands 2003 2002
Cash flows from operating activities:
Net income $ 25,528 $ 15,253

Adjustments to reconcile net income to net cash provided by (used in)
operating activities:

Federal Home Loan Bank stock dividends 221) (370) .
Net decrease in trading account assets 344 1,476
Amortization of investment premiums and discounts, net 2,097 278
Amortization of purchase accounting adjustments, net 231 -
Origination of loans held for sale (734,311) (428,8406)
Proceeds from sales of loans held for sale 757,716 413,654
Provision for credit losses 3,475 2,504
Increase in mortgage servicing rights (1,726) (2,167)
Impairment charge for mortgage servicing rights valuation 310 -
Gain on sales of securities available for sale (2,147) (397)
Impairment charge on investments available for sale - 900
Gain on calls of securities held to maturity 6) -
Gain on sales of loans (13,427) (6,782)
Depreciation of premises and equipment 4,471 2,600
Gain on sale of premises and equipment, net (43) -
Amortization of intangibles 306 305
Increase in cash surrender value of Bank owned life insurance 21) -
Net increase in other assets (3,517) (257)
Tax benefit of stock options (870) (538)
Net decrease in other liabilities (3,787) (13,295)
Net cash provided by (used by) operating activities 34,402 (15,682)
Cash flows from investing activities:
Purchases of investment securities (275,034) (115,439)
Maturities/calls of investment securities available for sale 165,900 51,162
Sales of investment securities available for sale 29,642 7,155
Redemption of FHLB stock 1,843 3,567
Purchase of FHLB stock (1,736) -
Purchase of Bank owned life insurance (14,300) -
Investment in subsidiaries - (569)
Purchases of investment securities held to maturity - (980)
Maturities of investment securities held to maturity 1,806 105
Net loan originations (163,448) (68,289)
Proceeds from sales of [oans 3,689 7,758
Sales of premises and equipment 999 -
Purchases of premises and equipment (10,528) (4,352)
Net cash used by investing activitics (261,167) (119,882)
Cash flows from financing activities:
Net increase in deposit liabilities 160,395 142,601
Net increase in securities sold under agreements to repurchase 12,323 3,056
Fed funds (repaid) borrowed, net 14,998 (7.500)
Proceeds from issuance of notes payable for trust preferred securities - 25,000
Dividends paid on common stock (3,398) (2,414)
Stock retired (409) (228)
Proceeds from stock options exercised 5,090 2,076
Proceeds from term borrowings 50,000 25,000
Repayments of term borrowings (2,029) (31,993)
Net cash provided by financing activities 236,970 155,598
Net increase in cash and cash equivalents 10,205 20,034
Cash and cash equivalents, beginning of period 120,542 107,988
Cash and cash equivalents, end of period $ 130,747 $ 128,022

Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest
Income taxes
See accompanying notes to condensed consolidated financial statements

22,313 $ 16,500
10,180 $ 8,035
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of financial statement preparation

The accompanying condensed consolidated financial statements have been prepared by the Company
without audit and in conformity with accounting principles generally accepted in the United States of
America for interim financial information. Accordingly, certain financial information and footnotes
have been omitted or condensed. The condensed consolidated financial statements include the
accounts of Umpqua Holdings Corporation (the Company), and its wholly owned subsidiaries
Umpqua Bank (the Bank) and Strand, Atkinson, Williams & York, Inc. (Strand, Atkinson). All
significant intercompany balances and transactions have been eliminated in consolidation. In the
opinion of management, the condensed consolidated financial statements include all necessary
adjustments (which are of a normal and recurring nature) for the fair presentation of the results of the
interim periods presented. These financial statements should be read in conjunction with the
Company's 2002 annual report to shareholders. The results of operations for the 2003 interim
periods shown in this report are not necessarily indicative of the results for any future interim periods
or the entire fiscal year.

(b) Earnings per share

Basic and diluted earnings per share are based on the weighted average number of common shares
outstanding during each period, with diluted including the effect of potentially dilutive common
shares. The weighted average number of common shares outstanding for basic and diluted earnings
per share computations was as follows:

Dollars in thousands, except per Three months ended Sept. 30, Nine months ended Sept. 30,
share amounts 2003 2002 2003 2002
Net Income $ 9,015 8 6,010 $ 25,528 $ 15,253
Average outstanding shares 28,343,696 20,125,583 28,262,353 20,043,346
Basic earnings per share $ 032 $ 0.30 $ 090 § 0.76
Common Stock Equivalents 359,192 273,213 359,802 260,210
Fully diluted shares 28,702,888 20,398,796 28,622,155 20,303,556
Fully diluted EPS $ 0.31 $ 0.29 $ 0.89 $ 0.75
(©) Allowance for credit losses

The allowance for credit losses is based upon estimates of losses inherent in the portfolio. The
amount of losses actually incurred can vary significantly from these estimates. Assessing the
adequacy of the allowance on a quarterly basis allows management to adjust these estimates based
upon the most recent information available.




Activity in the allowance for credit losses was as follows for the nine-month periods ending
September 30:

Nine months ended

Dollars in thousands September 30, 2003  September 30, 2002
Beginning Balance A 24,731  $ 13,221
Provision for Loan Losses 3,475 2,504
Charge-offs (4,486) (1,033)
Recoveries 1,592 346
Net charge-offs (2,894) (687)
Ending Balance $ 25312 $ 15,038

(d) Mortgage servicing rights

Mortgages serviced for others are not included in the accompanying balance sheets. Loans serviced
for others totaled $1.2 billion and $985 million at September 30, 2003 and December 31, 2002,
respectively. Mortgage servicing rights ("MSRs") retained are initially measured by allocating the
carrying value of the loans between the assets sold and the interest retained, based on the relative fair
values at the date of the sale. MSRs are subsequently measured for impairment by comparing the
amortized basis to the fair value. The key assumptions used to estimate the fair value of the MSRs
recorded at September 30, 2003 included a weighted average constant prepayment rate ("CPR") of
16.8% and a discount rate of 9.3%.

(2) SEGMENT INFORMATION

For purposes of measuring and reporting the financial results, the Company is divided into three
business segments; Community Banking, Mortgage Banking and Retail Brokerage Services. The
Community Banking segment consists of operations conducted by the Company's subsidiary
Umpqua Bank, excluding mortgage banking operations. The Bank provides a full array of credit and
deposit products to meet the banking needs of its market area and targeted customers. The Mortgage
Banking segment originates, sells and services residential mortgage loans. The Retail Brokerage
Services segment consists of the operations of the Company's subsidiary Strand, Atkinson, Williams
& York, Inc. The following table presents summary income statements and reconciliation to the
Company's consolidated totals for the three and nine months ended September 30, 2003 and 2002.

Three months ended September 30, 2003

Community Retail Brokerage Mortgage Administration

Dollars in thousands Banking Services Banking and eliminations - Consolidated
Interest Income $ 33,479 $ 24 $ 2,416 $ 7 3 35,926
Interest Expense 4,925 - 978 935 6,838

Net Interest Income 28,554 24 1,438 (928) 29,088
Provision for Credit Losses 1,026 - 24 . 1,050
Noninterest Income 3,655 2,682 3,215 (35) 9,517
Noninterest Expense 17,842 2,426 2,912 i25 23,305
Merger related expenses 366 28 - - 394

Income (Loss) before Income Taxes 12,975 252 1,717 (1,088) 13,856
Income Tax Expense (Benefit) 4,553 93 602 (407) 4,841
Net Income (Loss) $ 8,422 5 159 5 I,TT5 5 [ 9,015




Dollars in thousands
Interest Income
Interest Expense
Net Interest Income
Provision for Credit Losses
Noninterest Income
Noninterest Expense
Merger related expenses
Income (Loss) before Income Taxes
Income Tax Expense (Benefit)
Net Income (Loss)

Dollars in thousands
Interest Income
Interest Expense
Net Interest Income
Provision for Credit Losses
Noninterest Income
Noninterest Expense
Merger related expenses
Income (Loss) before Income Taxes
Income Tax Expense (Benefit)
Net Income (Loss)

Dollars in thousands
Interest Income
Interest Expense
Net Interest Income
Provision for Credit Losses
Noninterest Income
Noninterest Expense
Merger related expenses
Income (Loss) before Income Taxes
Income Tax Expense (Benefit)
Net Income (Loss)

Three months ended September 30, 2002

Community Retail Brokerage Mortgage Administration
Banking Services Banking and eliminations Consolidated
22,706 27 $ 1,318 $ 1 $ 24,052
5,039 30 684 14) 5,739
17,667 3) 634 15 18,313
784 - 116 - 900
3,222 2,337 1,198 (52) 6,705
11,307 2,261 1,402 151 15,121
8,798 73 314 (188) 8,997
2,999 18 43 (73) 2,987
5,799 55 5 271 3 (T13) 3 6,010

Nine months ended September 30, 2003

Community Retail Brokerage Mortgage Administration
Banking Services Banking and eliminations Consolidated
98,281 54 $ 7,168 $ 21 $ 105,524
16,218 - 3,051 2,787 22,056
82,063 54 4,117 (2,766) 83,468
3,297 - 178 - 3,475
13,891 7,080 10,453 (85) 31,339
53,635 6,825 8,972 325 69,757
1,966 116 - - 2,082
37,056 193 5,420 (3,176) 39,493
13,215 64 1,934 (1,248) 13,965
23 84T 129 b 3,486 3 (T.928) % 25,528

Nine months ended September 30, 2002

Community Retail Brokerage Mortgage Administration
Banking Services Banking and eliminations Consolidated
65,933 60 $ 4,273 $ - 3 70,266
14,685 88 2,151 (63) 16,861
51,248 (28) 2,122 63 53,405
2,388 - 116 - 2,504
7,119 6,907 5,306 (146) 19,186
33,853 6,414 4,143 517 44,927
1,408 101 - 12 1,521
20,718 364 3,169 (612) 23,639
7,378 118 1,129 (239) 8,386
13,340 246 3 2,040 3 373 3 13,253

Total assets by segment have not changed materially since December 31, 2002.

(3) STOCK-BASED COMPENSATION

At September 30, 2003, the Company had stock option plans that were accounted for under the
recognition and measurement principles of APB Opinion No. 25, Accounting for Stock Issued to

Employees, and related interpretations. No stock-based employee compensation cost is reflected in

net income, as all options granted under the plans had exercise prices equal to the market value of the
underlying common stock on the date of grant. The following table illustrates the effect on net
income and earnings per share if the Company had applied the fair value recognition provisions of

Statement of Financial Accounting Standards No. 123, Accounting for Stock-Based Compensation,

to stock-based employee compensation.




Three months ended September 30, Nine months ended September 30,

Dollare in thousands, except per 2003 2002 2003 2002
share data
Net income, as reported $ 9,015 $ 6,010 $ 25,528 $ 15,253

Deduct: Total employee stock option
expense determined under fair value
based method for all awards, net of

related tax effect (188) (152) {446) (453)
Net income, pro forma $ 8,827 $ 5,858 $ 25,082 $ 14,800
Basic earnings per share 0.32 0.30 0.90 0.76
Basic earnings per share, pre forma 0.31 0.29 0.89 0.74
Diluted earnings per share 0.31 0.29 0.89 0.75
Diluted earnings per share, pro forma 0.31 0.29 0.88 0.73

(4) RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In January 2003, the Financial Accounting Standards Board ("FASB") issued Interpretation No. 46
("FIN 46"), Consolidation of Variable Interest Entities. FIN 46 provides guidance on how to
identify the primary beneficiary of a variable interest entity and determine when the variable interest
entity should be consolidated by the primary beneficiary. The recognition and measurement
provisions of this Interpretation were adopted for the Company's Trust Preferred subsidiaries for the
quarter ending September 30, 2003. As permitted by the Interpretation, the Company is continuing
to evaluate the impact of this interpretation on its other variable interest entities. The final effective
date of the interpretation is for reporting periods ending after December 31, 2003.

On May 31, 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments
with Characteristics of Both Liabilities and Equity. This statement establishes standards for how an
issuer classifies and measures certain financial instruments with characteristics of both liabilities and
equity. It requires that an issuer classify a financial instrument that is within its scope as a liability
(or an asset in some circumstances). Many of those instruments were previously classified as equity.
This statement is effective for financial instruments entered into or modified after May 31, 2003, and
otherwise is effective at the beginning of the first interim period beginning after June 15, 2003,
except for mandatorily redeemable financial instruments of nonpublic entities. The adoption of
SFAS No. 150 has not had a material impact on the Company's financial statements.

Item 2. Management's Discussion and Analysis of Financial Condition
and Results of Operations

The following discussion contains a review of Umpqua Holdings Corporation's (the Company)
financial condition at September 30, 2003 and the operating results for the three and nine months
then ended. When warranted, comparisons are made to the same periods in 2002 and to December
31, 2002. This discussion should be read in conjunction with the financial statements (unaudited)
contained elsewhere in this report. All amounts, except per share data, are expressed in thousands of
dollars.
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This Report includes forward-looking statements, which are made pursuant to the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995. Statements that expressly or
implicitly predict future results, performance or events are forward-looking statements. The words
"anticipate," "believe," "expect", "estimate," and "intend" and words or phrases of similar meaning,
are intended to identify forward-looking statements. These statements are subject to certain risks
and uncertainties that could cause actual results to differ materially from those anticipated. Factors
that could cause or contribute to those differences include, but are not limited to, the following:
general economic conditions, either nationally or regionally that could result in increased loan losses,
interest rate fluctuations, pricing pressure and other competitive factors, potential delays or problems
with integrating prior acquisitions, the ability to attract new deposits and loans, changes in legal or
regulatory requirements, competition in the retail brokerage industry, general stock market
conditions, changes in technology, the factors in Exhibit 99.1 to this report and other factors
described in this and other Company reports and statements. Readers are encouraged to review the
notes that accompany this report and are cautioned not to place undue reliance on forward-looking
statements. The Company does not intend to update these forward-looking statements. All written
and oral forward-looking statements attributable to the Company and/or persons acting on its behalf
are expressly qualified by this disclosure.

Critical Accounting Policies and Estimates

The "Management's Discussion and Analysis of Financial Condition and Results of Operations," as
well as disclosures included elsewhere in this report, are based upon our consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in
the United States of America. The preparation of these financial statements requires management to
make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and
expenses. On an ongoing basis, management evaluates the estimates used, including the adequacy of
the allowance for credit losses, the value of retained mortgage servicing rights, impairment of
intangible assets, other contingencies and litigation. Estimates are based upon historical experience,
current economic conditions and other factors that management considers reasonable under the
circumstances. These estimates result in judgments regarding the carrying values of assets and
liabilities when these values are not readily available from other sources as well as assessing and
identifying the accounting treatments of commitments and contingencies. Actual results may differ
from these estimates under different assumptions or conditions. The following critical accounting
policies identify the more significant judgments and assumptions used in the preparation of the
consolidated financial statements.

The allowance for credit losses is established to absorb known and inherent losses attributable to
loans and leases outstanding. The adequacy of the allowance is monitored on an ongoing basis and is
based on management's evaluation of numerous factors. These factors include the quality of the
current loan portfolio, the trend in the loan portfolio's risk ratings, current economic conditions, loan
concentrations, loan growth rates, past-due and non-performing trends, evaluation of specific loss
estimates for all significant problem loans, historical charge-off and recovery experience and other
pertinent information. Approximately 67 percent of the Company's loan portfolio is secured by real
estate and a significant depreciation in value of such real estate would cause management to increase
the allowance for credit losses.
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Estimates are used in the presentation of the investment securities portfolio and these estimates
impact the presentation of the Company's financial condition and results of operations. Many of the
securities included in the securities portfolio are purchased at a premium or discount. The premiums
or discounts are amortized or accreted over the life of the security. For mortgage-related securities,
including Collateralized Mortgage Obligations, ("CMOs"), the amortization or accretion is based on
estimated lives of the securities. The lives of the securities can fluctuate based on the amount of
prepayments received on the underlying collateral of the securities. The Company uses estimates for
the lives of these mortgage-related securities based on information provided by third parties. The
Company adjusts the rate of amortization or accretion regularly to reflect changes in the estimated
lives of these securities.

Retained mortgage servicing rights are initially measured by allocating the carrying value of the
loans between the assets sold and the interest retained, based on the relative fair value at the date of
the sale. The fair market values are determined using a discounted cash flow model. Mortgage
servicing assets are amortized over the expected life of the loan and are evaluated periodically for
impairment. The expected life of the loan can vary from management's estimates due to prepayments
by borrowers. Prepayments in excess of management's estimates would negatively impact the
recorded value of the mortgage servicing rights. The value of the mortgage servicing rights is also
dependent upon the discount rate used in the model. Management reviews this rate on an ongoing
basis based on current market rates. A significant increase in the discount rate would negatively
impact the value of mortgage servicing rights.

At September 30, 2003 the Company had approximately $160 million in goodwill and other
intangible assets as a result of business combinations. The Company adopted Financial Accounting
Standard No. 142, Goodwill and Other Intangible Assets, on January 1, 2002. In accordance with
the standard, goodwill and other intangibles with indefinite lives are no longer being amortized but
instead will be tested for impairment on an annual basis or more frequently if impairment indicators
arise. Management performs an impairment analysis for the Company's intangibles with indefinite
lives on a quarterly basis and determined that there was no impairment as of September 30, 2003.

Periodically, and in the ordinary course of business, various claims and lawsuits are brought by and
against the Company. Known claims and litigation that the Company considers material are
described in Part II, Item 1 of this Report. There can be no assurance that all unasserted potential
claims are known to us at any point in time.

Management classifies non-capitalizable costs that are a resuit of the Company's merger activities as
merger related expenses. Merger related expenses included severance and employee relocation
expenses, costs of closing duplicate facilities, conversion related expenses, contract termination costs
and marketing and communication expenses.

Financial Highlights

The Company earned $9.0 million for the quarter ended September 30, 2003, up $3.0 million, or
50% from the comparable period in the prior year. Diluted earnings per share improved to $0.31 for
the third quarter of 2003, up from $0.29 for the same period in 2002. Return on average assets and
return on average equity were 1.30% and 11.70%, respectively, for the quarter compared with 1.55%
and 15.97%, respectively, in 2002.
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For the nine-month period ending September 30, 2003, the Company earned $25.5 million compared
with $15.3 million for the comparable period in 2002. Diluted earnings per share were $0.89 for the
nine months ended September 30, 2003 compared with $0.75 for the same period in 2002.

The Company reported merger-related expenses of $0.4 million for the third quarter of 2003 and
completed the operational integration of Centennial Bancorp (Centennial), which was acquired by
the Company in November 2002. These charges resulted primarily from store closures. In the third
quarter of 2002, the Company did not record any merger related expenses.

For the nine-month period ending September 30, 2003 the Company reported merger-related
expenses of $2.1 million compared with $1.5 million for the same period in 2002. The merger-
related expenses in 2002 related to the Company's acquisition of Independent Financial Network and
Linn-Benton Bank in December 2001.

At September 30, 2003 total loans and leases were $1.935 billion, up $157.2 million since December
31, 2002. Total deposits were $2.263 billion at September 30, 2003, up $159.4 million since year-
end 2002.

Results of Operations
NET INTEREST INCOME

The primary component of earnings for financial institutions is net interest income. Net interest
income is the difference between interest income, primarily from loans and investments, and interest
expense on deposits and borrowings. Changes in net interest income result from changes in
"volume," changes in "spread,” and change in "margin." Volume refers to the level of average
interest-earning assets or interest-bearing liabilities. Spread refers to the difference between the yield
on interest-earning assets and the cost of interest-bearing liabilities. Margin refers to the ratio of net
interest income to average earning assets and is influenced by the mix of interest-earning assets and
interest-bearing liabilities as well as the relative proportion of interest-bearing liabilities to interest
earning assets.

For the quarter ended September 30, 2003 the Company reported net interest income on a taxable
equivalent basis of $29.3 million compared with $18.7 million for the same period in 2002 (Tables 1
and 2). The difference between net interest income on a GAAP basis and net interest income on a
taxable equivalent basis is due to the taxable equivalent adjustment. The taxable equivalent
adjustment is an amount added to non-taxable securities interest income so that it is comparable to
income on a taxable investment. The amount of such adjustment was $247,000 and $360,000 for the
quarters ended September 30, 2003 and 2002, respectively.

The $10.6 million increase in net interest income is primarily attributable to the growth in average
earning assets, offset by a decrease in the margin. Average earning assets increased to $2.413 billion
for the third quarter of 2003, a $1.007 billion increase over the third quarter of 2002. This growth
was primarily due to the acquisition of Centennial supplemented by internally generated growth. On
November 15, 2002, the date of the Centennial acquisition, Centennial had interest earning assets of
approximately $740 million. '




Loans, the largest component of earning assets, increased $888.0 million on average compared with
the prior year period while taxable securities increased $183.1 million over the same period.
Overall, the yield on earning assets declined 0.94% for the third quarter of 2003 compared with the
same quarter in 2002. The decline in the yield on earning assets was a result of declines in the yield
on loans and investment securities compared with the prior year period. The yield on loans declined
0.91% for the third quarter of 2003 compared with the same period in 2002 while the yield on
taxable securities declined 2.65% during the same period. The decline in the yield on loans was a
result of repayments of higher-yielding fixed rate loans, variable rate loan repricings, and new loan
originations occurring at lower rates. The decline in the yield on investment securities was due to
prepayments and calls of investment securities and new investments made at lower rates. Payments
on mortgage-backed or collateralized mortgage obligation securities that exceed forecasted payments
cause an acceleration of the premium amortization. Payments on these investment securities were
higher in the third quarter of 2003 compared with the third quarter of 2002 due to the lower
mortgage interest rates. Accelerated premium amortization for the third quarter of 2003 totaled
$382,000. Average noninterest earning assets increased $213.7 million in the third quarter of 2003
compared with the same quarter of 2002 due to intangibles and other assets associated with the
Centennial acquisition.

Average interest bearing liabilities were $1.844 billion in the third quarter of 2003 compared with
$1.074 billion in the third quarter of 2002. The increase was due to the Centennial acquisition and
the issuance of $75 million of Trust Preferred securities during the third and fourth quarters of 2002.
The average cost of interest bearing liabilities declined to 1.47% during the third quarter of 2003
compared with 2.12% for the same period in the prior year. The decline was due to reductions in the
rates paid on deposits and maturities of time deposits that were replaced at lower rates. Additionally,
average noninterest bearing sources of funds increased from $465.2 million to $915.7 million. As a
result of the preceding changes, the spread decreased 0.29% and the margin declined 0.45% for the
third quarter of 2003 compared with the third quarter of 2002.
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Table 1 QUARTER ENDED SEPTEMBER 30, 2003 QUARTER ENDED SEPTEMBER 30, 2002
Dollars in thousands AVERAGE  INTERESTINCOME AVERAGE YIELDS | AVERAGE  INTERESTINCOME AVERAGE YIELDS
BALANCE OR EXPENSE OR RATES BALANCE OR EXPENSE OR RATES

INTEREST-EARNING ASSETS:
Loans and loans held for sale (2) $ 1,973,693 § 32,615 6.56%| $ 1,085,667 $ 20,435 747%
Taxable securities 364,620 2,726 2.99% 181,482 2,557 5.64%
Non-taxable securities(1) 43,331 713 6.58% 58,544 1,064 127%
Trading account assets 2,101 37 6.99% 1,500 38 10.05%
Temporary investments 28,883 82 1.13% 78,864 318 1.60%
Total interest earning assets 2,412,628 36,173 5.95% 1,406,057 24,412 6.89%
Allowance for credit losses (25,550) (14,915)
Other assets 372,512 148,193

Total assets $ 2,759,590 $ 1,539335
INTEREST-BEARING LIABILITIES:
Interest-bearing checking and

savings accounts $ 1075212 § 2,079 0.77%| § 555476 § 1,381 0.99%
Time deposits 583,358 3,375 2.30%) 467,031 4,013 341%
Repurchase agreements 38,004 99 1.03%) 26,168 101 1.53%
Overnight borrowings 21,282 55 1.03%) - -

Trust preferred securities 71,321 936 4.80% - -
Term borrowings 48,712 294 2.3%% 25411 244 3.81%

Total interest-bearing liabilities 1,843,889 6,338 1.47%| 1,074,086 5,739 2.12%
Non-interest-bearing deposits 583,422 302,983
Other liabilities 26,528 12,916

Total liabilities 2,453,839 1,389,985
Shareholders' equity 305,751 149,350

Total liabilities and

shareholders' equity § 2,759,590 $ 1,539,335
NET INTEREST INCOME (1) $ 29,335 $ 18,673
NET INTEREST SPREAD 4.48% 4.77% 2
AVERAGE YIELD ON EARNING ASSETS (1),(2) 5.95% 6.89%
INTEREST EXPENSE TO EARNING ASSETS 1.12% 1.62%
NET INTEREST INCOME TO EARNING ASSETS (1),(2) 4.82% 5.27%|

(1) Tax exempt income has been adjusted to a tax equivalent basis at a 35% effective rate.
The amount of such adjustment was an addition to recorded income of $247 and $360 for 2003 and 2002, respectively.
(2) Non-accrual loans are included in average balance.
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QUARTER ENDED SEPTEMBER 30

2003 COMPARED TO 2002
INCREASE (DECREASE)
DUE TO CHANGE IN

Table 2 VOLUME RATE NET CHANGE
Dollars in thousands
INTEREST-EARNING ASSETS:
Loans and loans held for sale $ 16,715 § (4,535) $ 12,180
Taxable securities 2,580 2,411) 169
Non-taxable securities(1) (276) (75) (351)
Trading account assets 15 (16) (D
Temporary investments (202) (34) (236)

Total (1) 18,832 (7,071) 11,761
INTEREST-BEARING LIABILITIES:
Interest-bearing checking and

savings accounts 1,292 (594) 698

Time deposits 1,000 (1,638) (638)
Repurchase agreements 46 (48) (2)
Overnight borrowings 55 - 55
Trust preferred securities 936 - 936
Term borrowings 224 174) 50

Total 3,553 (2,454) 1,099
Net increase in net interest income $ 15279 § (4,617) $ 10,662

(1) Tax-exempt interest income has been adjusted to a tax equivalent basis at a 35% effective tax rate.

Net interest income on a taxable-equivalent basis was $84.5 million for the first nine months of 2003
compared with $54.5 million for the same period in 2002 (Tables 3 and 4). The difference between
net interest income on a GAAP basis and net interest income on a taxable equivalent basis is due to
the taxable equivalent adjustment. The taxable equivalent adjustment is an amount added to non-
taxable securities interest income so that it is comparable to income on a tax investment. The
increase was primarily due to an increase in the volume of earning assets, offset by a decrease in the
margin. Average earning assets for the first nine months of 2003 were $2.312 billion compared with
$1.321 billion for the same period in 2002, a $991 million increase. The primary reason for the
increase was the earning assets acquired in the Centennial acquisition in late 2002 that added
approximately $740 million in interest earning assets. The remaining increase was due to growth in
the loan and investment portfolios.
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Loans, the largest component of earning assets, averaged $1.891 billion for the first nine months of
2003 compared with $1.059 billion for the same period in 2002. This growth was due to the
Centennial acquisition and new loans booked during 2003. Centennial had approximately $643
million in loans on November 15, 2002, the date of the acquisition. Investments for the first nine
months of 2003 averaged $372.0 million compared with $214.3 million for the comparable period in
2002. The yield on average earning assets declined for the first nine months of 2003 to 6.16% from
7.22% during the comparable period in 2002. The decline was primarily a result of the decline in the
yield on loans and investments. The decline in the yield on loans was a result of repayments of
higher-yielding fixed rate loans, variable rate loan repricings, renegotiation of fixed rate loans and
new loan originations occurring at lower rates compared with the prior year. The decline in the yield
on investment securities was due to prepayments and calls of investment securities and new
investments made at lower rates. Payments on mortgage-backed or collateralized mortgage
obligation securities that exceed forecasted payments cause an acceleration of the premium
amortization. Payments on these investment securities were higher in the first nine months of 2003
compared with the same period in 2002 due to the lower mortgage interest rates. Accelerated
premium amortization for the nine months ending September 30, 2003 was $963,000. Average
noninterest earning assets increased to $347.2 for the first nine months of 2003 compared with
$139.8 million due to intangibles and other assets associated with the Centennial acquisition.

Average interest bearing liabilities were $1.793 billion for the first nine months of 2003 compared
with $1.021 billion for the same period in 2002. The increase was primarily due to interest bearing
liabilities acquired in the Centennial acquisition and the issuance of $75 million of Trust Preferred
securities during the third and fourth quarters of 2002. The cost of interest bearing liabilities
declined during the first nine months of 2003 to 1.64% compared with 2.21% in 2002. The decline
was due to the replacement of higher rate maturing time deposits at lower rates during 2003 as well
as a decrease in the rates paid on interest bearing checking and savings accounts. Noninterest
bearing funds averaged $866.2 million for the first nine months of 2003 compared with $440.3
million in 2002. Of this increase, $251.2 million was in noninterest bearing checking accounts. As a
result of the preceding changes, the spread decreased 0.49% and the margin declined 0.62% for the
nine months ended September 30, 2003 compared with the same period in 2002.
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Table 3
Dollars in thousands

INTEREST-BEARING LIABILITIES:
Interest-bearing checking and

NINE MONTHS ENDED SEPTEMBER 30, 2003
AVERAGE  INTEREST INCOME AVERAGE YIELDS

BALANCE OR EXPENSE
INTEREST-EARNING ASSETS:

Loans and loans held for sale (2) 1,891,490 3 94,960
Taxable securities 310,153 8,088
Non-taxable securities(1) 60,560 2,971
Trading account assets 1,333 81
Temporary investments 48,160 420
Total interest earning assets 2,311,696 106,520
Allowance for credit losses (25,550)

Other assets 372,797
Total assets 2,658,943

savings accounts 1,036,099 3 6,919
Time deposits 608,628 11,283
Repurchase agreements 32,778 313
Overnight borrowings 7,575 58
Trust preferred securities 75,782 2,787
Term borrowings 31,877 696

Total interest-bearing liabilities 1,792,739 22,056
Non-interest-bearing deposits 529,970
Other liabilities 36,243

Total liabilities 2,358,952
Shareholders' equity . 299,991

Total liabilities and

sharcholders' equity 2,658,943
NET INTEREST INCOME (1) $ 84,464

NET INTEREST SPREAD

AVERAGE YIELD ON EARNING ASSETS (1),(2)
INTEREST EXPENSE TO EARNING ASSETS |

NET INTEREST INCOME TO EARNING ASSETS (1),(2)

(1) Tax exempt income has been adjusted to a tax equivalent basis at a 35% effective rate.
The amount of such adjustment was an addition to recorded income of $996 and $1,074 for 2003 and 2002, respectively.

(2) Non-accrual loans are included in average balance.

Table 4

OR RATES

6.71%
3.48%
6.54%
8.10%
1.17%

6.16%

0.89%
2.48%
1.28%
1.02%
4.92%
2.92%
1.64%

4.52%

6.16%
1.28%
4.89%

NINE MONTHS ENDED SEPTEMBER 30, 2002

AVERAGE
BALANCE OR EXPENSE
$ 1,059,146 $ 60,626
153,449 6,828
59,160 3217
1,666 81
47,719 588
1,321,140 71,340
(14,497)
154,320
$ 1,460,963
$ 531,622 § 4,105
434,929 11,671
25,487 72
28,634 313
1,020,672 16,861
278,756
17,885
1,317,313
143,650
$ 1460963
$ 54,479

NINE MONTHS ENDED SEPTEMBER 30
2003 COMPARED TO 2002

INCREASE (DECREASE)
DUE TO CHANGE IN

VOLUME RATE NET CHANGE
Dollars in thousands
INTEREST-EARNING ASSETS:
Loans and loans held for sale $ 47,644 $ (13,310) $ 34,334
Taxable securities 6,973 (5,713) 1,260
Non-taxable securities(1) 76 (322) (246)
Trading account assets (16) 16 -
Temporary investments 5 (173) (168)
Total (1) 54,682 (19,502) 35,180
INTEREST-BEARING LIABILITIES:
Interest-bearing checking and
savings accounts 3,895 (1,081) 2,814
Time deposits 4,661 (5,049) (388)
Repurchase agreements 78 37) 41
Overnight borrowings 58 - 58
Trust preferred securities 2,787 - 2,787
Term borrowings 92 (209) (117)
Total 11,571 (6,376) 5,195
Netincrease in net interest income $ 43,111  § (13,126) $ 29,985

(1) Tax-exempt interest income has been adjusted to a tax equivalent basis at a 35% effective tax rate,

INTEREST INCOME AVERAGE YIELDS

OR RATES

7.65%
5.93%
7.25%
6.50%
1.65%

7.22%

1.03%
3.59%
1.43%

3.80%
221%

5.01%

7.22%
1.71%
5.51%
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PROVISION FOR CREDIT LOSSES

The provision for credit losses is management's estimate of the amount necessary to maintain an
allowance for credit losses that is considered adequate based on the risk of losses in the loan and
lease portfolio (see additional discussion under Allowance for Credit Losses). The provision for
credit losses for the quarter and nine months ended September 30, 2003 was $1,050 and $3,475,
respectively compared with $900 and $2,504, respectively for the comparable periods in 2002. Net
charge-offs were $1,054 for the third quarter of 2003 and $2,894 for the nine-month period ending
September 30, 2003. For the same periods in 2002, net charge-offs were $560 and $687,
respectively. Nonperforming loans at September 30, 2003 were $13.4 million, down from $18.4
million at December 31, 2002. Changes in the balance of nonperforming loans were as follows:

Dollars in thousands

Balance December 31, 2002 $ 18,395
New nonaccruals 12,244
Less:
Charge-offs (2,043)
Payments (8,514)
Returned to accrual (1,003)
Transferred to OREO (2,977)
Decrease in loans past due 90

days and accruing interest (2,710)
Balance September 30, 2003 $ 13,392

The allowance for credit losses totaled $25,312, or 1.31% of total loans at September 30, 2003
compared with $24,731, or 1.39% of total loans at December 31, 2002.

NONINTEREST INCOME

Noninterest income for the quarter ended September 30, 2003 was $9.5 million, a $2.8 million
increase over the same period in 2002. Service charges, a major component of noninterest income,
increased $1.12 million over the prior year due to the Centennial acquisition and growth in the
number of deposit accounts. Mortgage banking revenue increased $1.97 million due primarily to a
$1.6 million reversal of impairment charges previously recorded. (See additional discussion under
Mortgage Servicing Rights). The Company originated $218 million in residential mortgages during
the third quarter of 2003 compared with $166 million in the third quarter of 2002. Brokerage fees,
the third largest component of noninterest income, was $2.6 million compared with $2.3 million in
the same period in 2002. Gain on the sale of securities was $0.4 million in the third quarter of 2002
due to the sale of the Company's corporate bond portfolio and $0.0 for the same period in 2003.
Other income was $0.5 million for the current quarter compared with $0.7 million in 2002. Other
income consists of gains/losses on sales of assets, miscellaneous service fees, merchant bankcard
processing and other miscellaneous income.
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Noninterest income for the first nine months of 2003 was $31.3 million compared with $19.2 million
for the same period in 2002. Mortgage banking revenue increased $5.2 million compared with the
prior year period to $10.2 million due to increased mortgage banking activity. For the first nine
months of 2003, the Company originated $734 million in mortgage loans compared with $429
million for the same period in 2002. Service charges increased $3.3 million to $9.4 million in 2003
due to the Centennial acquisition and growth in the number of accounts. Brokerage commissions
and fees increased $0.1 million compared with the prior year period. Gain on the sale of securities
was $2.1 million for the first nine months of 2003 compared with a loss of $0.5 million for the
comparable period in 2002. In 2003, the Company sold $29.6 million of available for sale securities.
In 2002, the Company recorded a $900,000 impairment charge related to a corporate bond
investment, offset by a $396,000 gain on the liquidation of the Company's corporate bond portfolio.
Other noninterest income was $2.6 million for the nine months of 2003 compared with $1.7 million
for the comparable period in 2002. The increase was partially due to the $400,000 gain recorded on
the sale of the Company's credit card portfolio in the second quarter of 2003.

NONINTEREST EXPENSE

Noninterest expense for the third quarter of 2003 was $23.7 million compared with $15.1 million for
the same period in 2002. Salaries and employee benefits increased to $13.3 million in 2003
compared with $9.0 million in 2002 due to increased mortgage banking activity and the acquisition
of Centennial. Premises and equipment expense increased to $3.5 million for the quarter compared
with $2.3 million in 2002 due to expenses associated with the stores acquired in the Centennial
acquisition, new stores opened, and expanded backroom infrastructure equipment and facilities.
Other noninterest expense increased to $6.3 million compared with $3.8 million in 2002 due
primarily to the acquisition of Centennial. Merger expenses totaled $0.4 million in the third quarter
of 2003 compared with $0 in the third quarter of 2002. Merger expenses consisted of the following
for the third quarter of 2003:

Three months ended Nine months ended

Dollars in thousands September 30, 2003 September 30, 2003
Marketing $ - $ 169
Store closures 262 657
Personnel 53 526
Professional fees 56 92
Conversion - 271
Other 23 367

Total $ 394 $ 2,082

Accrued merger expenses at September 30, 2003 were $1.6 million and consisted primarily of
accrued store closure costs and contract termination costs.
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Noninterest expense for the first nine months of 2003 totaled $71.8 million compared with $46.4
million for the same period in 2002. Salaries and employee benefits increased $13.3 million over the
first nine months of 2002 to $39.5 million for the period then ended due to increased mortgage
banking activity and staffing increases due to the Centennial acquisition. Premises and equipment
expense for the first nine months of 2003 was $11.1 million compared with $6.7 million for the same
period in 2002. The increase was due to expenses associated with the stores acquired in the
Centennial acquisition, new stores opened and expanded backroom infrastructure equipment and
facilities. Other expense increased to $19.2 million for the first nine months of 2003 from $12.0
million for the first nine months of 2002 due primarily to the acquisition of Centennial. Merger
expenses were $2.1 million for the first nine months of 2003 compared with $1.5 million for the
same period in 2002. Merger expenses in 2002 were associated with the acquisition of Independent
Financial Network and Linn-Benton Bank in December 2001.

INCOME TAXES

The effective tax rate for the Company was 34.9% during the third quarter of 2003 compared with
33.2% during the third quarter of 2002. For the first nine months of 2003, the effective tax rate was
35.4% compared with 35.5% for the same period in 2002.

Financial Condition

Significant changes in the Company's financial position from December 31, 2002 to September 30,
2003 are as follows:

INVESTMENT SECURITIES AVAILABLE FOR SALE

Investment securities available for sale have increased $74 million since year-end 2002 due primarily
to the purchase of $275.0 million of investment securities, primarily CMOs, offset by principal
payments and maturities of $165.9 million and the sale of $29.6 million of municipal securities. The
Company recorded a $2.1 million gain on the sale of the municipal securities.

LOANS AND LEASES

Loans and leases have increased $157.2 million since year-end. Details of the loan and lease
portfolio at September 30, 2003 and December 31, 2002:

Dollars in thousands September 30,2003 December 31, 2002
Commercial real estate $ 971,775 % 817,691
Residential real estate 84,317 79,708
Construction 247,629 270,116

Total real estate 1,303,721 1,167,515
Commercial 585,406 551,852
Leases 8,612 9,594
Consumer 37,131 48,647
Other 612 707

Total loans and leases 3 1,935,482 $ 1,778,315
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ALLOWANCE FOR CREDIT LOSSES

The allowance for credit losses is maintained at a level considered by management to be adequate to
absorb losses inherent in the loan portfolio. Management monitors and evaluates the adequacy of the
allowance on an ongoing basis. The following tools are used to manage and evaluate the loan and
lease portfolio:

e Internal risk grading system

Internal credit review process

Regulatory examination results

Monitoring of charge-off, past due and non-performing activity and collection efforts
Assessment of economic and business conditions in our market areas

On a quarterly basis losses inherent in the portfolio are estimated by reviewing the following key
elements of the loan portfolio:

¢ Portfolio performance measures

» Portfolio mix

e Portfolio growth rates

e Historical loss rates

Portfolio concentrations

Current economic conditions in our market areas

The allowance for credit losses is based upon estimates of losses inherent in the portfolio. The
amount of losses actually incurred can vary significantly from these estimates. Assessing the
adequacy of the allowance on a quarterly basis allows management to adjust these estimates based
upon the most recent information available.

Activity in the allowance for credit losses was as follows for the nine-month periods ended
September 30:

Nine months ended

Dollars in thousands September 30, 2003 September 30, 2002
Beginning Balance $ 24731 $ 13,221
Provision for Loan Losses 3,475 2,504
Charge-offs (4,486) (1,033)
Recoveries 1,592 346
Net charge-offs (2,894) (687)
Ending Balance $ 25312 § 15,038

MORTGAGE SERVICING RIGHTS
The value of mortgage servicing rights, net of impairment allowance, was $10.7 million at

September 30, 2003, compared with $9.3 million at December 31, 2002. Activity in the account was
as follows for the first nine months of 2003 and 2002:
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Dollars in thousands Nine months eneded

September 30, 2003 September 30, 2002
Balance December 31, 2002 $ 9,316 $ 4,876
New Servicing Release Premiums 5,622 4,324
Amortization and payoffs (4,296) (1,407)
Change in Impairment Allowance 90 (750)
$ 10,732 § 7,043

The balance of the impairment allowance was $2.1 million and $750,000 at September 30, 2003 and
2002, respectively.

DEPOSITS

Details of deposits at September 30, 2003 and December 31, 2002 were as follows:

Dollars in thousands September 30, 2003 December 31, 2002
Noninterest bearing demand $ 599,939 $494,810
Interest bearing demand and

Money market accounts 937,606 814,494
Savings 147,849 162,043
Time deposits 577,817 632,443
Total Deposits $2.263,211 $2,103,790
Term Debt

Term debt increased $47.8 million from year-end 2002 to $72.1 million at September 30, 2003. The
increase was the result of a $50.0 million, one year term, borrowing to fund security purchases and
meet liquidity requirements.

Liquidity

Liquidity enables the Company to meet the borrowing needs of its customers and withdrawals of its
depositors. The Company meets its liquidity needs through the maintenance of cash resources, lines
of credit with other financial institutions, maturities and sales of investment securities available for
sale, and a stable base of core deposits. Having a stable and diversified deposit base is a significant
factor in the Company's long-term liquidity structure. At September 30, 2003 the Company had
overnight investments of $32.9 million and available lines of credit of approximately $316 million
with various financial institutions.

Capital Resources

Total shareholders' equity increased $23.8 million from year-end 2002 to $312.0 million at
September 30, 2003. The increase was the result of earnings of $25.5 million, a $3.1 million
decrease in accumulated other comprehensive income and $5.1 million from the exercise of stock
options, offset by dividends paid of $3.4 million and stock repurchased of $0.4 million. At
September 30, 2003 the Company's Tier 1 and total risk-based capital ratios were approximately
9.79% and 10.89% respectively. The Federal Reserve Board's minimum risk-based capital ratio
guidelines for Tier 1 and total capital are 4% and 8% respectively.

23




Item 3. Quantitative and Qualitative Disclosures about Market Risk

The Company considers interest rate, credit and operations risks as the most significant risks
impacting the Company. Other types of market risk, such as foreign exchange risk and commodity
price risk, do not impact the Company in the normal course of operations.

The Company relies on prudent underwriting standards, loan reviews and an adequate allowance for
credit losses to mitigate credit risk. Internal controls and periodic internal audits of business
operations mitigate operations risk.

The Company uses an asset/liability model to measure and monitor interest rate risk. The model
projects net interest income for the upcoming twelve months in various interest rate scenarios. The
model the Company uses includes assumptions regarding prepayments of assets and early
withdrawals of liabilities, the level and mix of interest earning assets and interest bearing liabilities,
the level and responsiveness of interest rates on deposit products without stated maturities and the
level of nonperforming assets. These assumptions are based on management's judgment and future
expected pricing behavior. Actual results could vary significantly from the results derived from the
model. The Company's interest rate risk has not changed materially since December 31, 2002. The
Company also has increased its emphasis on noninterest sources of revenue in order to further
stabilize future earnings.

Item 4. Controls and Procedures

Our management, including our Chief Executive Officer and Chief Financial Officer, have
concluded that our disclosure controls and procedures are effective in timely alerting them to
material information relating to us that is required to be included in our periodic SEC filings. The
Company's disclosure controls and procedures were last evaluated by management on October 22,

2003.

There have been no significant changes in our internal controls or in other factors that could
significantly affect these controls subsequent to the date of the evaluation.

Part [I: OTHER INFORMATION
Item 1. Legal Proceedings

Because of the nature of our business, we are involved in legal proceedings in the regular course
of business. At this time, we do not believe that there is pending litigation the unfavorable outcome of
which would result in a material adverse change to our financial condition, results of operations or cash
flows.
Item 2. Changes in Securities and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securities
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None.

Item 4. Submission of Matters to a Vote of Securities Holders
None.

Item 5. Other Information

On September 30, 2003, Brian B. Obie resigned from the board of directors.

Item 6. Exhibits and Reports on Form 8-K

(a) The exhibits filed as part of this Report and exhibits incorporated herein by reference to
other documents are listed in the Exhibit Index to this Report.

(b) Reports on Form 8-K:

The Company filed the following reports on Form 8-K during the period covered by this
Report:

1. Report filed July 24, 2003. The information attached as Exhibit 99 was not filed,
but was furnished under Item 9, Regulation FD disclosure. The report included a
press release announcing the company's operating results for the second quarter of
2003. '

2. Report filed September 18, 2003. The information attached as Exhibit 99 was not
filed, but was furnished under Item 9, Regulation FD disclosure. The report
included a press release announcing a cash dividend to shareholders for the third
quarter of 2003 and scheduled the company's quarterly investor conference call.
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SIGNATURES

Pursuant to the requirement of the Securities Exchange Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the undersigned thereunto duly authorized.

UMPQUA HOLDINGS CORPORATION

(Registrant)

Dated November 12, 2003 /s/ Raymond P. Davis
Raymond P. Davis
President and Chief Executive
Officer

Dated November 12, 2003 /s/ Daniel A. Sullivan

Daniel A. Sullivan
Executive Vice President and
Chief Financial Officer
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EXHIBIT INDEX

(a)  Articles of Incorporation, as amended

(b) Bylaws

(b)  Specimen Stock Certificate

(c)  Employment Agreement dated effective July 1, 2003 for Raymond P. Davis

(c)  Supplemental Executive Retirement Plan dated effective July 1, 2003 for Raymond P. Davis

Form of Restricted Stock Agreement with Brad Copeland, David Edson, Daniel Sullivan, Barbara Baker and
Steven Philpott

Form of Nonqualified Stock Option Agreement with Brad Copeland, David Edson and Daniel Sullivan

Form of Terms of Employment and Severance Agreement with executive officers other than Ray Davis and
Steven Philpott

Restated Severance Agreement effective August 1, 2003 with Steven L. Philpott

Certification of Chief Executive Officer under Section 302 of the Sarbanes-Oxley Act of 2002

Certification of Chief Financial Officer under Section 302 of the Sarbanes-Oxley Act of 2002

Certification of Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

Risk Factors

(a) Incorporated by reference to Exhibit 3.1 to the Registration Statement on Form S-4 filed September 9, 2002.
(b) Incorporated by reference to the Registration Statement on Form S-8 (No. 333-77259) filed with the SEC on April 28, 1999.
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Exhibit 10.3

UMPQUA HOLDINGS CORPORATION
RESTRICTED STOCK AGREEMENT

This Restricted Stock Agreement is made and entered into pursuant to the terms of the 2003 Stock
Incentive Plan (the "Plan") adopted by the Board of Directors and Shareholders of Umpqua Holdings
Corporation, an Oregon corporation (the "Company"). Unless otherwise defined herein, capitalized terms
defined in this Restricted Stock Agreement shall have the meanings as defined in the Plan.

The "Grantee"

Number of Shares of the Company's

Common Stock Awarded (the "Grant Shares")

"Date of Award" September 30, 2003

Price Paid by Grantee per Share $0

Fair Market Value per Share of Date of Award $19.01

Repurchase Price per Share $0.001

"Vesting Schedule" Per the attached Schedule A

1. AWARD OF RESTRICTED STOCK GRANT

The Company hereby awards to the Grantee and the Grantee accepts the award of a Restricted
Stock Grant of the number of shares of Common Stock of the Company specified above as the Grant
Shares. This Restricted Stock Grant is being made as part of the Grantee's compensation package without
the payment of any consideration other than the Grantee's services to the Company and payment of the
Price Paid by the Grantee per Share specified above, if any. The Award is being made pursuant to the
Plan and is subject to and conditioned upon the terms and conditions of the Plan and the terms and
conditions set forth in this Agreement. Any inconsistency between this Agreement and the terms and
conditions of the Plan will be resolved in accordance with the Plan.

2. REPRESENTATIONS OF THE GRANTEE

2.1 No Representations by or on Behalf of the Company. The Grantee is not relying on
any representation, warranty or statement made by the Company or any agent, employee or officer,
director, shareholder or other controlling person of the Company regarding the Grant Shares or this
Restricted Stock Grant.
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2.2. Tax Election. The Company has advised the Grantee to seek and the Grantee has
obtained his or her own tax and financial advice with regard to the federal and state tax considerations
resulting from the Grantee's receipt of the Grant Shares pursuant to the Award. Based upon that advice
(and not upon any advice or statements of anyone acting on behalf of the Company), the Grantee is
making his or her own determination as to the advisability of making a Section 83(b) election with respect
to the Grant Shares covered by the Award and this Restricted Stock Agreement. The Grantee understands
that the Company will report to appropriate taxing authorities the payment to the Grantee of compensation
income either (i) upon the vesting of Shares or (ii) if the Grantee makes a timely Section 83(b) election, as
of the Date of the Award. The Grantee understands that he or she is solely responsible for the payment of
all federal and state taxes resulting from this Restricted Stock Grant. With respect to Tax Withholding
Amounts, the Company has all of the rights specified in Section 5 of this Restricted Stock Agreement and
has no obligations to the Grantee except as expressly stated in Section 5 of this Restricted Stock
Agreement.

2.3 Agreement to Enter into Lock-Up Agreement with an Underwriter. The Grantee, by
accepting the Award represented by this Restricted Stock Agreement, understands and agrees that
whenever the Company undertakes a firmly underwritten public offering of its securities, the Grantee will,
if requested to do so by the managing underwriter in such offering, enter into an agreement not to sell or
dispose of any securities of the Company owned or controlled by the Grantee provided that such
restriction will not extend beyond 12 months from the effective date of the registration statement filed in
connection with such offering.

3. GENERAL RESTRICTIONS OF TRANSFERS OF UNVESTED SHARES

3.1 No Transfers of Unvested Shares. The Grantee agrees for himself or herself, his or her
executors, administrators and other successors in interest that none of the Unvested Shares, nor any
interest therein, may be voluntarily or involuntarily sold, transferred, assigned, donated, pledged,
hypothecated or otherwise disposed of, gratuitously or for consideration prior to their vesting in
accordance with the Vesting Schedule set forth in Schedule A.

3.2 Stock Distributions. If the Company makes any distribution of stock with respect to the
Grant Shares by way of a stock dividend or stock split, or pursuant to any recapitalization, reorganization,
consolidation, merger or otherwise, and the Grantee receives any additional shares of stock in the
Company (or other shares of stock in another corporation) as a result thereof, such additional (or other)
shares shall be deemed Grant Shares hereunder and shall be subject to the same restrictions and
obligations imposed by this Agreement.

33 Invalid Transfers. Any disposition of the Grant Shares other than in strict compliance
with the provisions of this Agreement shall be void. The Company shall not be required (i) to transfer on
its books any Grant Shares which have been sold or transferred in violation of the provisions of this
Section 2 or (ii) to treat as the owner of the Grant Shares, or otherwise to accord voting, dividend or any
other rights to, any person or entity to whom Grantee transferred or attempted to transfer the Grant Shares
in contravention of this Agreement.

3.3 Status of Repurchased Grant Shares. Any of the Grant Shares repurchased by the
Company pursuant to this Agreement shall return to the status of authorized, but unissued, shares of the
Company.
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4. RIGHT TO REPURCHASE UNVESTED GRANT SHARES

4.1 Repurchase Right. For a period of ninety days (90) after the occurrence of any of the
foregoing events (each a "Repurchase Event"), the Company shall have the right, at its option, to
repurchase the Grant Shares from the Grantee to the extent that they were Unvested on the date of the
Repurchase Event:

(i) upon the death of the Grantee; and
(ii) upon the Grantee becoming Disabled, as such term is defined in the Plan; and

(iif) upon the Grantee ceasing, for any reason, to be an Employee, as such term is
defined in the Plan, except that a leave of absence in accordance with the Company's sick ieave,
family leave or military leave policies or that is otherwise approved by the Committee that
administers the Plan shall not constitute cessation of Employment provided unless the Grantee
fails to return to employment with the Company at the end of such leave in accordance with such
policies or approval; and

Notwithstanding the foregoing, if the Company was not aware of the occurrence of the Repurchase Event,
the ninety-day period shall not begin to run until such time as the Company actually becomes aware of
such occurrence. If the Company fails to exercise its repurchase right upon the occurrence of one
Repurchase Event, this shall not bar or waive the Company's right to exercise its repurchase right in
connection with any subsequent Repurchase Event.

4.2 Purchase Price and Payment. The Repurchase Price of the Grant Shares under this
Section 4 is as specified on the first page of this Restricted Stock Agreement and shall be paid by the
Company at the closing by check.

4.3 Closing of the Repurchase. Any shares repurchased pursuant to this Section 4 shall be
transferred at a closing to be held at the principal office of the Company no later than ten (10) days after
the expiration of the ninety (90) day period specified in Section 4.1.

4.4 Safekeeping of Stock Certificate Until the Expiration of the Repurchase Right. Until
Grant Shares are vested in accordance with the vesting schedule set forth in Schedule A, the stock
certificate representing the Grant Shares may be retained by the Company or its transfer agent. Upon the
closing of any repurchase pursuant to this Section 4, Grantee does hereby authorized and does hereby
irrevocably appoint the Secretary of the Company (with full power of substitution) his attorney-in-fact
to transfer the Grant Shares on the books of the Company and to cancel or reissue a new certificate
representing the Grant Shares in accordance with this Section 4. Upon the written request of the
Grantee, the Company will deliver or cause to be delivered to the Grantee a stock certificate
representing the Grant Shares that have vested in accordance with the vesting schedule set forth in
Schedule A to the extent that stock certificates for such vested shares have not previously been
delivered to the Grantee. The power of attorney contained in this Section 4.4 shall become null and
void as to Grant Shares that have vested in accordance with the vesting schedule set forth in Schedule A.

4.5 Assignment of Rights by the Company. The Company may, in its sole discretion,
assign its rights to repurchase Unvested Grant Shares to any one or more persons without notice to, or
the prior consent of, the Grantee.
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5. PROVISION FOR PAYMENT OF TAX WITHHOLDING AMOUNTS

5.1 Payment of Tax Withholding Amounts. Upon the vesting of the Grant Shares or
upon the Grantee making a valid election under Section 83(b) of the Internal Revenue Code, the
Grantee must pay to the Company or make adequate provision for the payment of all Tax Withholding
as such term is defined in the Plan. By accepting the Award represented by this Restricted Stock
Agreement, the Grantee shall be deemed to have consented to the Company withholding the amount of
any Tax Withholding from any amounts payable by the Company to the Grantee. No shares of
Common Stock will be released from the restrictions on their transfer under Section 3 of this Restricted
Stock Agreement unless and until payment or adequate provision for payment of the Tax Withholding
has been made. If the Company later determines that additional Tax Withholding was or has become
required beyond any amount paid or provided for by the Grantee, the Grantee will pay such additional
amount to the Company immediately upon demand by the Company. If the Grantee fails to pay the
amount demanded, the Company may withhold that amount from other amounts payable by the
Company to the Grantee, including salary.

5.2 Alternative Provisions for the Payment of Tax Withholding Amounts. The
alternative means by which the Grantee may pay or make provisions for the payment of Tax
Withholding Amounts are set forth on Schedule B attached to this Restricted Stock Agreement.

6. MISCELLANEOUS PROVISIONS

6.1 Specific Performance. The parties hereby acknowledge and agree that it is impossible to
measure in money the damages which will be suffered by a party hereto by reason of any breach by
another party of any term of this Agreement, that the Company and its common stock are unique and that
a non-breaching party will suffer irreparable injury if this Agreement is not specifically performed.
Accordingly, the parties hereto acknowledge that a non-breaching party shall, in addition to all other
remedies available hereunder or at law, be entitled to equitable relief (including without limitation
preliminary and permanent injunctive relief) to enforce the terms of this Agreement.

6.2 No Rights to Continued Employment. Nothing contained herein shall confer upon
Grantee any right to continue in the employ of the Company, and the Company reserves all rights to
discharge Grantee for any reason whatsoever, with or without cause, as an at-will employee, subject to the
terms of any other written agreement that may exist between the Company and Grantee.

6.3 Amendment and Modification. This Agreement may be amended, modified and
supplemented only by written agreement of all of the parties hereto.

6.4 Assignment. This Agreement and all of the provisions hereof shall be binding upon and
inure to the benefit of the parties hereto and their respective successors and permitted assigns, but neither
this Agreement nor any of the rights, interests or obligations hereunder shall be assigned by the Grantee
without the prior written consent of the Company.

6.5 Governing Law. This Agreement and the rights and obligations of the parties hereunder
shall be governed by and construed in accordance with the internal laws of the State of Oregon applicable
to the construction and enforcement of contracts wholly executed in Oregon by residents of Oregon and
wholly performed in Oregon. Any action or proceeding brought by any party hereto shall be brought
only in a state or federal court of competent jurisdiction located in the County of Multnomah in the State
of Oregon and all parties hereto hereby submit to the in personam jurisdiction of such court for purposes
of any such action or procedure.
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6.6 Attorneys' Fees. If any party to this Agreement brings an action against another party to
enforce his or its rights under this Agreement, the prevailing party shall be entitled to recover his or its,
costs and expenses, including without limitation attorneys fees and costs, incurred in connection with such
action, including any appeal of such action. In the event that a party brings such an action against more,
than one of the other parties to this Agreement, any attorneys fees awarded against such other parties shall
be equitably apportioned among such other parties in light of all of the facts and circumstances
surrounding their involvement in such action. :

6.7 Headings. The headings of the sections and subsections of this Agreement are inserted
for convenience only and shall not constitute a part hereof.

6.8 Entire Agreement. This Agreement and the Plan embody the entire agreement and
understanding of the parties hereto in respect of the subject matter contained herein and supersedes all
prior written or oral communications or agreements all of which are merged herein. There are no
restrictions, promises, warranties, covenants, or undertakings, other than those expressly set forth or
referred to herein.

6.9 No Waiver. No waiver of any provision of this Agreement or any rights or obligations
of any party hereunder shall be effective, except pursuant to a written instrument signed by the party or
parties waiving compliance, and any such waiver shall be effective only in the specific instance and for the
specific purpose stated in such writing.

6.10  Severability of Provisions. In the event that any provision hereof is found invalid or
unenforceable pursuant to judicial decree or decision, the remainder of this Agreement shall remain valid
and enforceable according to its terms.
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6.11  Notices. All notices or other communications pursuant to this Agreement shall be in
writing and shall be deemed duly given if personally delivered or if mailed by certified mail, return
receipt requested, prepaid and addressed to the address of the party as set forth in this Agreement or such
other address as such party shall have furnished to the other party in writing.

IN WITNESS WHEREOF, the Grantee and the Company have executed this Agreement on the
day and year first indicated above.

The GRANTEE

Social Security Number:

Address:

COMPANY UMPQUA HOLDINGS CORPORATION

By:

Raymond P. Davis, Chief Executive Officer
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RESTRICTED STOCK AGREEMENT

Schedule A - Vesting Schedule

Grant Shares Awarded under the Restricted Stock Agreement to which this Schedule A is attached
shall vest in accordance with the following. Grant Shares that have not yet vested in accordance with the
vesting schedule set forth herein, are referred to in the Restricted Stock Agreement as "Unvested Shares.”

A. Upon the following vesting dates:

Vesting Date

Number of Grant Shares Vesting on that Date

September 30, 2004

September 30, 2005

September 30, 2006

September 30, 2007

September 30, 2008

B. Upon the consummation of a Change in Control Transaction, as such term is defined in
the Plan, all of the Grant Shares that remain unvested shall become vested.

Notwithstanding the foregoing:

@

(i)
(ii)

@v)
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no additional Grant Shares will vest after the occurrence of any
Repurchase Event

no additional Grant Shares will vest while the Grantee is on leave

any vesting dates referred to above shall automatically be extended by the
duration of any leave of absence that is without pay; and

the number of Grant Shares vesting above shall automatically be adjusted
as appropriate to reflect any stock dividend, stock-split, combination of
shares or other similar event as referred to in Section 10.1 of the Plan.




RESTRICTED STOCK AGREEMENT

Schedule B - Alternative Provisions for Payment of Tax Withholding Amounts

The Grantee may pay or make provision for the payment of Tax Withholding Amounts due under

Section 5 of the Restricted Stock Agreement in the following manner:
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The Grantee may elect to pay the Tax Withholding (i) in cash (including by check), (ii) by the
Company withholding such amount from other amounts payable by the Company to the
Grantee, including salary, (iii) by surrender of shares of Common Stock (including vested
Grant Shares) valued at their Fair Market Value as such term is defined in the Plan, (iv) by
authorizing a duly registered and licensed broker-dealer to sell shares of Common Stock that
are vested or vesting under the Restricted Stock Agreement (or, at least a sufficient portion
thereof) and instructing such broker-dealer to immediately remit to the Company a sufficient
portion of the proceeds from such sale to pay the Tax Withholding (v) by the surrender of other
securities of the Company in the manner specified in Section 8.4 of the Plan, or (vi) any
combination of the foregoing.



Exhibit 10.4

NONQUALIFIED STOCK OPTION AGREEMENT

This Nonqualified Stock Option Agreement is made and entered into pursuant to the terms of the
2003 Stock Incentive Plan (the "Plan") adopted by the Board of Directors and Shareholders of Umpqua
Holdings Corporation (the "Company"). Unless otherwise defined herein, capitalized terms defined in this
Nonqualified Stock Option Agreement shall have the meanings as defined in the Plan.

The "Optionee™ [Executive's Name]
Number of Shares of the [Number of Shares]
Company's Common Stock

"Exercise Price' per Share $19.01

""Date of Grant" September 30, 2003
"Expiration Date" September 30,2013
1. Terms of the Option.

1.1 Grant of Option. The Company hereby grants to the Optionee the right, privilege, and
option (the "Option") to purchase up to the number of shares of Common Stock indicated above (the
"Option Shares") at the Exercise Price indicated above, subject to adjustment in accordance with the terms
and conditions of the Plan. The Option may only be exercised as to a whole number of shares of Common
Stock.

1.2 Status of the Option as a Nonqualified Stock Option. It is intended by the Company that
the Option will not qualify as an incentive stock option within the meaning of Section 422 of the Internal
Revenue Code of 1986, as amended.

1.3 Limited Transferability of Option. The Option may be transferred by gift to Permitted
Transferees. "Permitted Transferees" includes the Optionee's spouse, children or a trust for the exclusive
benefit of any combination of the Optionee, the Optionee's spouse and the Optionee's children. A transfer to
a Permitted Transfer will not be effective unless and until the Optionee and the transferee of the Option
execute and deliver to the Company a Transfer/Assumption of Nonqualified Stock Option Agreement in the
form requested by the Company. Notwithstanding any transfer of the Option, the Optionee shall remain
liable to the Company for any income tax withholding amounts which the Bank is required to withhold at
the time that the transferred Option is exercised. Other than as set forth above, the Option and the rights of
the Optionee under this Nonqualified Stock Option Agreement may only be transferred by will or by the
laws of descent and distribution upon the death of Optionee.

1.4 Reservation of Shares. The Company agrees that at all times there will be reserved for
issuance upon exercise of the Option such number of shares of its Common Stock as is required for such
issuance.
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2. Time of Exercise of Option.

2.1 When the Option Becomes Exercisable. Except as otherwise set forth in Section 5.2 below,
the Option may only be exercised in accordance with the vesting schedule attached hereto (the "Vesting
Schedule") and only to the extent not previously exercised. In the event of certain changes in the capital
structure of the Company, the number of Option Shares vesting at any time as indicated in the Vesting
Schedule may be adjusted as determined appropriate by the Committee.

2.2 Effect of Unpaid Leaves of Absence. Unless the Committee at the time of such leave
determines otherwise, if at any time during the term of the Option, the Optionee is on unpaid leave from the
Company or any Subsidiary, the Option may not be exercised during such unpaid leave and the dates
contained in the Vesting Schedule shall be extended by the length of such unpaid leave.

23 Expiration and Termination of Option. The Option will expire upon the close of business
on the Expiration Date and may terminate earlier upon certain events as set forth in Section 4 of this
Nongqualified Stock Option Agreement. To the extent that the Option has not been exercised prior to the
Expiration Date or any earlier termination, all further rights to purchase shares pursuant to the Option will
cease and terminate at such time.

3. Option Exercise Procedures.

3.1 Who May Exercise the Option. Only the Optionee (or, in the case of exercise after death of
the Optionee, by the executor, administrator, heir, or legatee of the Optionee, as the case may be) or the
Permitted Transferee may exercise the Option.

32 Notice of Exercise. A "Notice of Exercise" must be signed and delivered to the Company's
corporate Secretary or such other person as the Company may designate at the Company's principal business
office of the Company. A copy of the Company's current form of Notice of Exercise is attached hereto.

The Company, however, reserves the right to revise its form of Notice of Exercise from time-to-time as it
determines to be appropriate. If, at the time of the exercise of the Option, the Company does not have an
effective registration statement on file with the Securities and Exchange Commission that covers the
issuance of shares upon the exercise of the Option, the Notice of Exercise will also contain certain
representations from the Optionee as required under applicable state and federal securities laws. A copy of
the then-current form of Notice of Exercise may be obtained at any time from the Company. A notice will
only be effective if submitted on the form in effect at the time of such exercise.

33 Payment of Exercise Price. The Notice of Exercise must indicate the manner of payment of
the Exercise Price for the number of shares so purchased. Payment shall be made by cash, by the surrender
to the Company for cancellation of shares of Common Stock or other securities of the Company, based on
the Fair Market Value of the Common Stock, (provided that the surrendered shares of Common Stock or
other securities of the Company shall have been held by the Optionee for not less than six months), such
other valid consideration as the Committee may, in its sole discretion, permit or any combination of the
foregoing.
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34 Payment of Tax Withholding. The Optionee shall pay or make adequate provision for
payment of Tax Withholding upon exercise of the Option. The notice of exercise shall indicate the method
of payment of Tax Withholding, which may be accomplished by payment in cash, the Company
withholding other amounts payable by the Company to the Optionee, by the application of shares to be
received upon exercise of the Option based on Fair Market Value of the Common Stock, the surrender of
shares of Common Stock or other securities of the Company based on the Fair Market Value of the
Common Stock (provided that the surrendered shares of Common Stock or other securities of the
Company shall have been held by the Optionee for not less than six months) or any combination of the
foregoing.

3.5 Delivery of Shares Following Exercise. The Company will make delivery of a certificate
representing the Option Shares purchased within a reasonable time after it receives the Notice of Exercise,
payment in full of the Exercise Price of the Option Shares being purchased and the payment or adequate
provision for payment of Tax Withholding. However, if any law or regulation requires the Company to take
any action with respect to the issuance of the Option Shares, including, without limitation, actions that may
be required for compliance with federal and state securities laws or the listing requirements of any stock
exchange upon which the Company's Common Stock is then listed, then the date of delivery of such
certificate may be extended for the period necessary to take such action. The Optionee shall only become
the holder of such shares when the issuance of the shares is reflected on the Company's stock transfer
record, except that if the Option is exercised conditioned on the occurrence of a Change of Control
Transaction, as provided for in Section 5.3 below, the Optionee shall be deemed a holder of such shares as
of the effective date of the Change of Control Transaction.

4. Termination of the Option

4.1 Effect of the Death of the Optionee. If the Optionee dies while an employee of the
Company or any Subsidiary, the Option will terminate one year after the date of such death or, if sooner,
-upon the Expiration Date. In such event, the Option may be exercised only to the extent the Optionee was
entitled to exercise the Option on the date of the Optionee's death and only by a Permitted Transferee or the
person or persons to whom the Optionee's rights under the Option may pass by the Optionee's will or by the
Jlaws of descent and distribution of the state or country of the Optionee's domicile at the time of death.

4.2 Effect of the Disability of the Optionee. If the Optionee's employment by the Company or
any Subsidiary terminates as a result of the Optionee becoming Disabled (as defined in the Plan) while an
employee of the Company or any Subsidiary, the Option will terminate one year after the date of such
termination of employment or, if sooner, upon the Expiration Date. In such event, the Option may be
exercised only to the extent the Optionee or Permitted Transferee was entitled to exercise the Option on the
date of such termination.

4.3 Effect of Termination of the Employment of the Optionee for Cause. If the Optionee's
employment with the Company or any Subsidiary is terminated for "cause," the Option will terminate on the
effective date of the termination of the Optionee's employment and shall no longer be exercisable as to any
of the remaining Option Shares. "Cause" shall have the definition given in the Optionee's empioyment,
severance, or change in control agreement, if any, or if the Optionee has no such agreement, "cause" shall be
determined by the Company's President or Board of Directors in their reasonable discretion.
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44 Effect of any other Termination of the Employment of the Optionee. If the Optionee's
employment with the Company or any Subsidiary terminates for any reason other than the reasons set forth
in Sections 4.1, 4.2 or 4.3 of this Nonqualified Stock Option Agreement, the Option will terminate thirty
(30) days after the date of such termination of employment or, if sooner, upon the Expiration Date. In such
event, the Option may be exercised only to the extent the Optionee or Permitted Transferee was entitled to
exercise the Option on the date of such termination.

4.5 Effect of Change of Control Transaction. Notwithstanding the provisions of Sections 2.3,
4.1,4.2, 4.3 or 4.4, the Option may terminate upon the earlier occurrence of a Change of Control
Transaction as provided in Section 5.5 below.

5. Effect of Change of Control Transaction

5.1 Notice of Change of Control Transaction. The Company will provide the Optionee with
written notice of any Change of Control Transaction and will undertake reasonable efforts to provide such
notice at least fifteen (15) days prior to the effective date of the Change of Control Transaction. Such notice
shall generally describe the expected Change of Control Transaction and the anticipated effects of the
transaction on the Optionee's rights under this Nonqualified Stock Option Agreement.

52 Accelerated Vesting. Accelerated vesting upon the occurrence of a Change of Control
Transaction, if any, shall be as set forth in the Vesting Schedule.

53 Conditional Exercise and Deferred Payment. In anticipation of a Change of Control
Transaction, the Optionee shall be permitted to tender a notice of exercise of the Option that is conditioned
on the Change of Control Transaction actually occurring and the Optionee shall not be required to tender
payment of the exercise price or amounts that the Company may be required to withhold for tax purposes
until after the occurrence of the Change of Control Transaction.

5.4 Effect on Option Shares and Exercise Price. Following the occurrence of any Change of
Control Transaction, the Option shall be exercisable for the number and kind of shares, other securities, debt
instruments, cash or other property for which the Option Shares would have been exchanged if they had
been outstanding at the time of the Change of Control Transaction. In addition, the Exercise Price shall be
adjusted such that the aggregate exercise price following such Change of Control Transaction shall be equal
to the product of the Exercise Price per Share prior to the Change of Control Transaction multiplied by the
number of Option Shares that could be purchased under the Option at such time without regard to the
Vesting Schedule. The determination of the Committee as to what, if any, adjustments need to be made to
the Option Shares and the Exercise Price and the extent thereof will be final and conclusive and shall be
binding upon the Optionee.

55 Termination. The Option shall terminate effective as of the effective date of a Change of
Control Transaction, unless the terms and conditions of the Change of Control Transaction provide for the
assumption of the Plan and the continuation of this Nonqualified Stock Option Agreement. Alternatively,
the terms and conditions of the Change of Control Transaction may provide for the issuance to the Optionee
by the Company's successor of a substitute option granted under a plan adopted by such successor and,
subject to Sections 5.2 and 5.4 above, containing terms and conditions substantially equivalent to the terms
and conditions of the Option.
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6. Representations, Warranties and Covenants of the Optionee.

6.1. No Effect on Employment. The Optionee understands and agrees that nothing contained in
this Nonqualified Option Agreement will be construed to limit or restrict the rights of the Company to
terminate the employment of the Optionee at any time, with or without cause, to change the duties of the
Optionee or to increase or decrease the Optionee's compensation. Without limiting the foregoing, the
Optionee understands and agrees that the vesting of shares under this Nonqualified Stock Option Agreement
is subject to and is conditioned upon the continued employment of the Optionee by the Company or a
Subsidiary and that such employment can be terminated at any time by the Company or its Subsidiary prior
to some or all of the Option Shares vesting. In the event of any such termination, the Optionee understands
and agrees that the Optionee shall have not right or claim, under contract, under any other legal principle or
under any equitable principle to any portion of the unvested Option Shares.

6.2 Rights Prior to Exercise of the Option. The Optionee understands and agrees that the
Optionee will have no rights as a shareholder in the Option Shares, including, without limitation, the right to
vote or receive dividends, until the issuance of the shares is reflected in the Company's stock transfer
records.

6.3 Tax Implications. The Optionee understands that, under federal, state and local income tax
laws as they currently exist, the exercise of the Option will result in ordinary income to the Optionee in the
amount by which the Fair Market Value (as of the date of exercise) of the shares acquired upon exercise
exceeds the Exercise Price.

6.4 Underwriter's Lock-up. The Optionee by accepting the Option agrees that whenever the
Company undertakes a firm underwritten public offering of its securities and if requested by the managing
underwriter in such offering, the Optionee will enter into an agreement not to sell or dispose of any
securities of the Company owned or controlled by the Optionee provided that such restriction will not
extend beyond twelve (12) months from the effective date of the registration statement filed in connection
with such offering.

6.5 Disclosures. The Optionee acknowledges receipt of a copy of the Plan and certain related
information and represents that the Optionee has fully reviewed the terms and conditions of the Plan and
this Nonqualified Stock Option Agreement and has had opportunity to obtain the advice of counsel prior to
executing this Nonqualified Stock Option Agreement. The Optionee represents and warrants that the
Optionee is not relying upon any representations, agreements or understandings of or with the Company
except for those set forth in this Nonqualified Stock Option Agreement.

7. Miscellaneous Provisions

7.1 Binding Effect. This Nonqualified Stock Option Agreement will be binding upon and inure
to the benefit of the parties hereto and their heirs, executors, administrators, successors, and assigns.

7.2 Notices. All notices or other communications pursuant to this Agreement shall be in
writing and shall be deemed duly given if personally delivered or if mailed by certified mail, return
receipt requested, prepaid and addressed to the address of the party as set forth in this Agreement or such
other address as such party shall have furnished to the other party in writing.
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7.3 Governing Law and Interpretation. This Nonqualified Stock Option Agreement and the
Option granted hereunder will be governed by the laws of the State of Oregon as to all matters, including
but not limited to matters of validity, construction, effect, and performance, without giving effect to rules of
choice of law. This Nonqualified Stock Option Agreement hereby incorporates by reference all of the
provisions of the Plan and will in all respects be interpreted and construed in such manner as to effectuate
the intent of the Plan. In the event of a conflict between the terms of this Nonqualified Stock Option
Agreement and the Plan, the terms of the Plan will prevail. All matters of interpretation of the Plan and this
Nonqualified Stock Option Agreement, including the applicable terms and conditions and the definitions of
the words, will be determined in the sole and final discretion of the Committee or the Company's Board of
Directors.

7.4. Arbitration. The parties agree to submit any dispute arising under this Nonqualified Stock
Option Agreement to final, binding, private arbitration in Portland, Oregon. This includes not only disputes
about the meaning or performance of the Nonqualified Stock Option Agreement, but disputes about its
negotiation, drafting, or execution. The dispute will be determined by a single arbitrator in accordance with
the then-existing rules of arbitration procedure of Multnomah County, Oregon Circuit Court, except that
there shall be no right of de novo review in Circuit Court and the arbitrator may charge his or her standard
arbitration fees rather than the fees prescribed in the Multnomah County Circuit Court arbitration
procedures. The proceeding will be commenced by the filing of a civil complaint in Multnomah County
Circuit Court and a simultaneous request for transfer to arbitration. The parties expressly agree that they
may choose an arbitrator who is not on the list provided by the Multnomah County Circuit Court Arbitration
Department, but if they are unable to agree upon the single arbitrator within ten days of receipt of the
Arbitration Department list, they will ask the Arbitration Department to make the selection for them. The
arbitrator will have full authority to determine all issues, including arbitrability, to award any remedy,
including permanent injunctive relief, and to determine any request for costs and expenses in accordance
with Section 7.5 of this Agreement. The arbitrator's award may be reduced to final judgment in Multnomah
County Circuit Court. The complaining party shall bear the arbitration expenses and may seek their
recovery if it prevails. Notwithstanding any other provision of this Agreement, an aggrieved party may seek
a temporary restraining order or preliminary injunction in Multnomah County Circuit Court to preserve the
status quo during the arbitration proceeding.
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7.5 Attorney Fees. If any suit, action, or proceeding is instituted in connection with any
controversy arising out of this Nonqualified Stock Option Agreement or the enforcement of any right
hereunder, the prevailing party will be entitled to recover, in addition to costs, such sums as the court may
adjudge reasonable as attorney fees, including fees on any appeal.

UMPQUA HOLDINGS CORPORATION

By:
Raymond P. Davis, Chief Executive Officer

OPTIONEE:

[Executive's Name]

Address:
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NONQUALIFIED STOCK OPTION AGREEMENT
Vesting Schedule

Under the Nonqualified Stock Option Agreement to which this Vesting Schedule is attached, Option Shares
shall vest and the Option may be exercised only as the number of Option Shares in accordance with the
following schedule:

Number of Aggregate Number
Vesting Date Shares Vesting of Vested Shares

September 30, 2004
September 30, 2005
September 30, 2006
September 30, 2007
September 30, 2008

Upon the occurrence of a Change of Control Transaction, all unvested Option Shares shall vest as of the
effective date of the Change of Control Transaction notwithstanding the terms of the Vesting Schedule.
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NOTICE OF EXERCISE OF NONQUALIFIED STOCK OPTION
TO: UMPQUA HOLDINGS CORPORATION (the "Company")

This Notice of Exercise serves as an irrevocable notice from the undersigned of the undersigned's intent to
exercise the Option granted under following Nonqualified Stock Option Agreement to purchase shares of the
Company's Common Stock (all of which are vested under the Nonqualified Stock Option Agreement) under and
in accordance with the terms and conditions set forth in the Plan under which the Option was granted and the
terms of the written Nongqualified Stock Option Agreement.

Date of Grant of the Option

Number of Shares being Purchased
through the exercise of the Option

Exercise Price per Share $

Aggregate Exercise Price $
(must equal number of shares multiplied by exercise price per share)

Method of Payment (indicated selected method or methods)

Exercise Tax
Price Withholding

Cash Payment. My check is stapled to this notice.

Delivery of certificate(s) representing shares of the Company's Common Stock that
I have held for at least six months. The certificate(s ) are duly endorsed for
cancellation of that number of shares that have a fair market value as of the date of
exercise equal to the aggregate exercise price less any cash payment enclosed.

Delivery of an affidavit attesting to my ownership of shares of the
Company's Common Stock that I have held for at least six months. The shares
which I currently own will not be cancelled but the new certificate representing the
Option Shares being purchased by this exercise will be reduced by that number of
shares that have a fair market value as of the date of exercise equal to the aggregate
exercise price less any cash payment enclosed.

Broker Assisted Cashless Exercise. I have instructed the following broker to wire
transfer to the Company from my account an amount equal to the aggregate exercise
price and/or Tax Withholding.
Name of Broker:

Mailing Address:

Telephone Number:
Brokerage Account Number:

(signature of the Optionee) (name of the Optionee, printed)

(date of signing of notice of exercise)

(mailing address for shareholder records)

(The Optionee's social security number
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TERMS OF EMPLOYMENT
AND
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FOR

|[Executive's Name]
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TERMS OF EMPLOYMENT AND SEVERANCE AGREEMENT

This Terms of Employment and Severance Agreement (the "Agreement") is by and between
Umpqua Holdings Corporation ("Umpqua") and [Executive's Name] ("Officer"), effective as of
September 15, 2003.

1. PURPOSE AND DURATION OF AGREEMENT. The purpose of this Agreement is to
set forth the terms of Officer's employment with Umpqua and to provide Officer benefits in certain
circumstances where Officer's employment is terminated or a Change of Control (defined below) occurs.
This Agreement, including the severance provisions governed by ERISA, shall expire five (5) years from
the date first written above.

2. EMPLOYMENT. Umpqua, either directly or through one of its wholly owned
subsidiaries, employs the Officer and the Officer accepts that employment on the terms and conditions
contained in this Agreement.

3. NO TERM OF EMPLOYMENT. There is no term of employment. Umpqua may
terminate Officer's employment at any time for any lawful reason or for no reason at all.

4. DUTIES: POSITION.

4.1 Position. Officer shall be employed as [Officer's Title] of Umpqua, and will
perform such duties as may be designated by Umpqua's Board of Directors (the "Board") or Umpqua's
Chief Executive Officer, to whom Officer will directly report (the "Supervisor").

4.2 Obligations of Officer.

(a) Officer agrees that to the best of officer’s ability and experience, Officer
will at all times loyally and conscientiously perform all of the duties and obligations
required of Officer pursuant to the express and implicit terms of this Agreement and as
directed by the Board or the Supervisor.

(b) Employee shall devote Employee's entire working time, attention and
efforts to Umpqua's business and affairs, shall faithfully and diligently serve Umpqua's
interests and shall not engage in any business or employment activity that is not on
Umpqua's behalf (whether or not pursued for gain or profit) except for (a) activities
approved in writing in advance by the Board and (b) passive investments that do not
involve Employee providing any advice or services to the businesses in which the
investments are made.

3. BASE COMPENSATION. For services performed under this Agreement, Officer shall
be entitled to $[Monthly base salary] per month ($[annual salary] on annualized basis) ("Base Salary"),
which Umpqua may increase in its sole discretion, as well as perquisites provided to Umpqua's officers.
Officer shall be entitled to participate, under the terms of the respective plans, in the bonus compensation
plans, group health insurance, long-term disability insurance, as well as such other compensation or
benefits as approved by the Board. Officer is entitled to four weeks vacation per year.

6. TERMINATION. Officer's employment shall terminate for any of the following reasons:
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6.1 For Cause. Upon Umpqua's termination of Officer for Cause (as defined in
Section 7.1 below) ("Termination For Cause").

6.2 Without Cause. Upon Umpqua's termination of Officer without Cause, at any
time in Umpqua's sole discretion, for any reason other than for Cause or for no reason ("Termination
Without Cause™).

6.3 For Good Reason. Upon Officer’s termination of the employment for Good
Reason (as defined in Section 7.2 below) ("Termination For Good Reason").

6.4 Death or Disability. Upon Officer's death or Disability (as defined in Section 7.3

below).

6.5 Resignation. Upon Officer's voluntary resignation in writing, which shall be
given to Umpqua at least 60 days prior to the effective date of such resignation ("Resignation"); provided,
Resignation shall not be permitted if an event has occurred that would give rise to Termination for Cause.

7. DEFINITIONS.

7.1 Cause. For the purposes of this Agreement, "Cause" for Officer's termination
will exist upon the occurrence of one or more of the following events:

(a) Dishonest or fraudulent conduct by Officer with respect to the
performance of Officer's duties with Umpqua;

(b) Conduct by Officer that materially discredits Umpqua or any of its
subsidiaries or is materially detrimental to the reputation of Umpqua or any of its
subsidiaries, inciuding but not limited to conviction or a plea of nolo contendere of
Officer of a felony or crime involving moral turpitude;

(c) Officer's willful misconduct or gross negligence in performance of
Officer's duties under this Agreement, including but not limited to Officer's refusal to
comply in any material respect with the legal directives of the Board or the Supervisor, if
such misconduct or negligence has not been remedied or is not being remedied to the
Board's reasonable satisfaction within thirty (30) days after written notice, including a
detailed description of the misconduct or negligence, has been delivered by the Board to
Officer;

(d) An order or directive from a state or federal banking regulatory agency
requesting or requiring removal of Officer or a finding by any such agency that Officer's
performance threatens the safety or soundness of Umpqua or any of its subsidiaries;

(e) Officer's failure to materially perform the duties set forth in Section 4 of
this Agreement if such failure has not been remedied or is not being remedied to the
Board's reasonable satisfaction within thirty (30) days after written notice, including a
detailed description of the failure, has been delivered by the Board to Officer;

€3] Material breach of Officer's fiduciary duties to Umpqua if such breach
has not been remedied or is not being remedied to the Board's reasonable satisfaction
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within thirty (30) days after written notice, including a detailed description of the breach,
has been delivered by the Board to Officer; or

(2) Officer's failure to satisfy the minimum performance standards, if any,
set forth in the Schedule 7.1(g) to this Agreement.

7.2 Good Reason. For purposes of this Agreement, "Good Reason" for Officer's
termination will exist upon the occurrence of one or more of the following events, without Officer's
consent:

(a) A reduction of Officer's Base Salary, unless the reduction is in
connection with, and commensurate with, reductions in the salaries of all or substantially
all senior officers of Umpqua; or

(b) A requirement for Officer to relocate to a facility or location more than
50 miles from [Officer's current location], Oregon, unless Officer consents to such
relocation.

7.3 Disability. For purposes of this Agreement, "Disability" shall mean that (i)
Officer has been unable to perform Officer's duties under this Agreement as a result of Officer's
incapacity due to physical or mental illness for at least 90 consecutive calendar days or 150 calendar days
during any consecutive 12 month period and (ii) a physician selected by Umpqua and its insurers and
acceptable to Officer or Officer's legal representative (with such agreement on acceptability of the
physician not to be unreasonably withheld), determines the incapacity to be (a) total and permanent and
(b) prohibiting of Officer's ability to perform the essential functions of Officer's position with or without
reasonable accommodation.

7.4 Change in Control. For purposes of this Agreement, a "Change in Control" shall
be deemed to have occurred when any of the following events take place:

(a) Any person (including any individual or entity), or persons acting in
concert, become(s) the beneficial owner of voting shares representing fifty percent (50%)
or more of Umpqua.

(b) A majority of the Board is removed from office by a vote of the
Umpqua's shareholders over the recommendation of the Board then serving.

(c) Umpqua is a party to a plan of merger or plan of exchange and upon
consummation of such plan, the shareholders of Umpqua immediately prior to the
transaction do not own or continue to own (i) at least forty percent (40%) of the shares of
the surviving company (if the then current CEO of Umpqua continues as CEO of the
surviving organization), or (ii) at least a majority of the shares of the surviving
organization (if the then current CEO of Umpqua does not continue as CEO of the
surviving organization).

8. PAYMENT UPON TERMINATION. Upon termination of Officer's employment for any
of the reasons set forth in Section 6 above, Officer will receive payment for all Base Salary and benefits
accrued as of the date of Officer's termination ("Earned Compensation"). In the event of Termination For
Cause, Termination Without Cause, or termination due to Disability, Earned Compensation shall be paid
on the date of termination. If Officer terminates his employment For Good Reason or resigns, Earned
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Compensation shall be paid pursuant to the requirements of ORS 652.140. If Officer's employment is
terminated due to Officer's death, Earned Compensation shall be paid not later than the next business day
after Umpqua becomes aware of Officer's death.

9. SEVERANCE BENEFIT. In the event of Termination Without Cause or Termination for
Good Reason, in addition to receiving Earned Compensation, Officer will receive a severance benefit
equal to the greater of (i) [six to nine] months Base Salary, based on Officer's Base Salary just prior to
termination or (ii) two weeks for every year of employment with Umpqua (the "Severance Benefit").
The Severance Benefit shall be paid in equal installments over six months, starting on the next regular
payday following termination. Receipt of the Severance Benefit is conditioned on Officer not being in
violation of any material term of this Agreement, including but not limited to, the provisions of Sections
13 through 16.

10. CHANGE IN CONTROL BENEFIT. After announcement of a proposed Change in
Control and for a period continuing for one year following a Change in Control, in the event of
Termination Without Cause, Termination for Good Reason or Officer's resignation within 30 days after
reassignment to a position that is not substantially equivalent, instead of receiving the Severance Benefit
set forth in Section 9 above, Officer shall receive [one to two] years Base Salary, based on Officer's Base
Salary just prior to the termination of employment, as well as [100 to 200]% of the bonus Officer received
in the previous year (the aforementioned Base Salary and bonus are collectively referred to as the
"Change in Control Benefit"). The Change in Control Benefit shall be paid in equal installments over
twelve months, starting on the next regular payday following termination. Receipt of the Change in
Control Benefit is conditioned on Officer not being in violation of any material term of this Agreement,
including but not limited to, the provisions of Sections 13 through 16.

1. CHANGE IN CONTROL RETENTION BONUS. If Officer remains employed for 12
months following a Change in Control, Officer will receive [six to twelve] months Base Salary and 50%
of the bonus Officer received in the previous year (the aforementioned Base Salary and bonus are
collectively referred to as the "Retention Bonus"). The Retention Bonus shall be paid in equal
installments over six months, starting on the next regular payday following the first anniversary of the
Change in Control. Receipt of the Retention Bonus is conditioned on Officer not being in violation of
any material term of this Agreement, including but not limited to, the provisions of Sections 13 through
16.

12. EXECUTIVE SEVERANCE PLAN.

12.1  In General. Those provisions of the Agreement (including this Section 12)
related to the Severance Benefit set forth in Section 9 and Change in Control Benefit set forth in
Section 10 constitute part of the terms of the Umpqua Holdings Corporation Executive Severance Plan
(the "Executive Severance Plan") with respect to the Officer, and such terms and the general terms of the
Executive Severance Plan established by Umpqua shall comprise the entirety of the Executive Severance
Plan as it applies to the Officer. Umpqua intends for the Plan to be considered a welfare benefit plan
within the meaning of Section 3(1) of the Employee Retirement Income Security Act ("ERISA™), and a
plan which is unfunded and maintained by the Umpqua solely for the purpose of providing benefits for a
select group of management or highly compensated employees within the meaning of ERISA Regulation
Section 2520.104-24. A copy of the Executive Severance Plan will be furnished to the Officer upon
request.

12.2  Administration of Executive Severance Plan. ~ Umpqua's Chief Executive
Officer and Human Resources Director are each plan administrators (the "Plan Administrator") of the

30060312.03




Executive Severance Plan and the Plan Administrator shall have the discretionary authority to administer
and construe the terms of the Executive Severance Plan, including the authority to decide if Officer is
entitied to the Severance Benefit or Change in Control Benefit and the authority to determine if there is
Termination for Cause or Termination for Good Reason.

12.3  Claims Procedures. The Officer may file a claim for a payment under the
Executive Severance Plan by filing a written request for such a payment with the Plan Administrator. If
the Plan Administrator prescribes a form for such a claim, the claim must be filed on such form. The
claim should be sent to the attention of the Plan Administrator of the Executive Severance Plan at the
address set forth for Umpqua in Section 19.

If the Plan Administrator denies the claim, in whole or in part, the Plan Administrator
shall notify the Officer within 90 days of the Plan Administrator's receipt of the claim, unless the Plan
Administrator determines that special circumstances require an extension of time for processing the claim.
If the Plan Administrator determines that an extension of time is required, written notice of the extension
shall be furnished to the Officer prior to the termination of the initial 90-day period. Such extension
notice shall indicate the special circumstances and the date by which the Plan Administrator expects to
issue a determination with respect to the claim. The period of the extension will not exceed 90 days
beyond the termination of the original 90-day period. If the Plan Administrator does not provide written
notice, the Officer may deem the claim denied and seek review according to the appeals procedures set
forth below.

a. the specific reasons for the denial,

b. specific references to pertinent provisions of the Executive Severance Plan on
which the denial was based,

c. a description of any additional material or information needed for the Officer to
perfect his or her claim and an explanation of why the material or information is needed,
and

d. a statement (1) that the Officer may request a review upon written application to

the Plan Administrator, review or receive (free of charge) pertinent Plan documents and
records, and submit issues and comments in writing, (2) that any appeal that the Officer
wishes to make of the adverse determination must be in writing to the Plan Administrator
within sixty (60) days after the Officer receives notice of denial of benefits, and (3) that
the Officer may bring a civil action under ERISA Section 502(a) following an adverse
benefit determination upon review.

The notice of denial of benefits shall specify that the Officer must forward any appeal to the Plan
Administrator at the address provided in such notice. The notice may state that failure to appeal the
action to the Plan Administrator in writing within the sixty (60) day period will render the determination
final, binding and conclusive.

If the Officer appeals to the Plan Administrator, the Officer may submit in writing whatever
issues and comments he or she believes to be pertinent. The Plan Administrator shall reexamine all facts
related to the appeal and make a final determination about whether the denial of benefits is justified under
the circumstances. The Plan Administrator shall advise the Officer in writing of:
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a. its decision on appeal,

b. the specific reasons for the decision,
c. the specific provisions of the Plan on which the decision is based, and
d. the Officer's right to receive, upon request and free of charge, reasonable access

to, and copies of, all relevant documents and records.

Notice of the Plan Administrator's decision shall be given within sixty (60) days of the Officer's
written request for review, unless additional time is required due to special circumstances. In no event
shall the Plan Administrator render a decision on an appeal later than one hundred twenty (120) days after
receiving a request for a review. If the Plan Administrator fails to provide a decision with respect to the
Officer's appeal within the 60 (or, if applicable, 120) day period the Officer may deem his or her appeal
denied and may pursue the arbitration remedy set forth below.

In the event that the Officer fails to pursue his or her administrative remedies as set forth
above within the specified periods, he shall have no further right to the benefits subject to his or her claim
and agrees by executing this Agreement that he or she shall have no right to pursue such claim in
arbitration or in a court of law.

For purposes of this Claims Procedure under the Executive Severance Plan, the Officer

may act through a representative authorized in writing to act on his behalf, provided that such
authorization is furnished to the Plan Administrator.

In the event that Umpqua denies the Officer's appeal of the denial of his or her claim, in
whole or in part, Umpqua and the Officer's may agree to submit the Plan Administrator's decision to
binding arbitration in lieu of the Officer's right to pursue his claim in any court of law.

13. NONCOMPETITION. For the period of time in which Officer is entitled to payment of
the Severance Benefit, Change in Control Benefit, or Retention Bonus, Officer shall not engage in any
activity as an officer, director, owner (except for an ownership of less than three percent (3%) of any
publicly traded security), employee, consuitant, or otherwise of a financial services company with an
office or doing business within 50 miles of any office or branch of Umpqua or of any of its subsidiaries in
existence at the time of termination. If Officer breaches the prohibitions of this Section 13, as Umpqua's
sole remedy, Officer shall forfeit Officer's right to receive the unpaid portion of the Severance Benefit,
Change in Control Benefit or Retention Bonus.

14.  NON-SOLICITATION. For a period of two years following termination of employment,
Officer shall not solicit any customer of Umpqua or of any of its subsidiaries. For purposes of this Section
14, "customers" are defined as (a) all customers serviced by Umpqua or any of Umpqua's subsidiaries at any
time within 12 months before termination of Officer's employment, (b) all customers and potential customers
whom Umpqua or any of Umpqua's subsidiaries actively solicited at any time within 12 months before
termination of Officer's emplioyment, and (c) all successors, owners, directors, partners and management
personnel of the customers just described in (a) and (b).

15. NONRAIDING OF EMPLOYEES. Officer recognizes that Umpqua's workforce is a
vital part of its business; therefore, Officer agrees that for a period of two years following termination of
employment, Officer will not to directly or indirectly solicit any employee to leave his or her employment
with Umpqua or any of Umpqua’s subsidiaries. This includes that Officer will not (a) disclose to any
third party the names, backgrounds or qualifications of any Umpqua or any of Umpqua subsidiary's
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employees or otherwise identify them as potential candidates for employment, or (b) personally or
through any other person approach, recruit, interview or otherwise solicit employees of Umpqua or any of
Umpqua's subsidiaries to work for any other employer. For purposes of this Section 15, employees
include all employees working for Umpqua or any of Umpqua's subsidiaries at the time of termination of
Officer's employment.

16. CONFIDENTIAL INFORMATION. The parties acknowledge that in the course of
Officer's duties, Officer will have access to and become familiar with certain proprietary and confidential
information of Umpqua and its subsidiaries not known by its actual or potential competitors. Officer
acknowledges that such information constitutes valuable, special, and unique assets of Umpqua's
business, even though such information may not be of a technical nature and may not be protected under
trade secret or related laws. Officer agrees to hold in a fiduciary capacity and not use for Officer's
benefit, nor reveal, communicate, or divulge during the period of Officer's employment with Umpqua or
at any time thereafter, and in any manner whatsoever, any such data and confidential information of any
kind, nature, or description concerning any matters affecting or relating to Umpqua's business, its
customers, or its services, including information developed by Employee, alone or with others, or
entrusted to Umpqua by its customers or others, to any person, firm, entity, or company other than
Umpqua or persons, firms, entities, or companies designated by Umpqua. Officer agrees that all
memoranda, notes, records, papers, customer files, and other documents, and all copies thereof relating to
Umpqua's operations or business, or matters related to any of Umpqua's customers, some of which may
be prepared by Officer, and all objects associated therewith in any way obtained by Officer, shall be
Umpqua's property ("Umpqua Property”). Upon termination or at Umpqua's request, Officer shall
promptly return ali the Umpqua Property to Umpqua.

17. DISPUTE RESOLUTION. Except where such matters are deemed governed by ERISA
and are the subject to Section 12 above, the parties agree to submit any dispute arising under this
Agreement to final, binding, private arbitration in Portland, Oregon. This includes not only disputes
about the meaning or performance of the Agreement, but disputes about its negotiation, drafting, or
execution. The dispute will be determined by a single arbitrator in accordance with the then-existing
rules of arbitration procedure of Multnomah County, Oregon Circuit Court, except that there shall be no
right of de novo review in Circuit Court and the arbitrator may charge his or her standard arbitration fees
rather than the fees prescribed in the Multnomah County Circuit Court arbitration procedures. The
proceeding will be commenced by the filing of a civil complaint in Multnomah County Circuit Court and
a simultaneous request for transfer to arbitration. The parties expressly agree that they may choose an
arbitrator who is not on the list provided by the Multnomah County Circuit Court Arbitration Department,
but if they are unable to agree upon the single arbitrator within ten days of receipt of the Arbitration
Department list, they will ask the Arbitration Department to make the selection for them. The arbitrator
will have full authority to determine all issues, including arbitrability, to award any remedy, including
permanent injunctive relief, and to determine any request for costs and expenses in accordance with
Section 19.9 of this Agreement. The arbitrator's award may be reduced to final judgment in Multnomah
County Circuit Court. The complaining party shall bear the arbitration expenses and may seek their
recovery if it prevails. Notwithstanding any other provision of this Agreement, an aggrieved party may
seek a temporary restraining order or preliminary injunction in Multnomah County Circuit Court to
preserve the status quo during the arbitration proceeding.
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18. NOTICES. All notices, requests, demands, and other communications provided for by
this Agreement will be in writing and shall be deemed sufficient upon receipt, when delivered personally
or by a nationally-recognized delivery service (such as Federal Express), or three (3) business days after
being deposited in the U.S. mail as certified mail, return receipt requested, with postage prepaid, if such
notice is addressed to the party to be notified at such party's address as set forth below or as subsequently
modified by written notice.

To Umpqua: Umpqua Holdings Corporation
200 SW Market Street
Suite 1900
Portland, Oregon 97201
Attention: Raymond P. Davis, Chief Executive Officer

To Officer: [Officer Name and Address]

19. GENERAL PROVISIONS.

19.1 Governing Law. The validity, interpretation, construction and performance of

this Agreement shall be governed by federal ERISA, as it relates to the Severance Benefit and Change in
Control Benefit as discussed in Section 12 above, and otherwise by the laws of the State of Oregon.

19.2  Saving Provision. If any part of this Agreement is held to be unenforceable, it
shall not affect any other part. If any part of this Agreement is held to be unenforceable as written, it shall
be enforced to the maximum extent allowed by applicable law.

19.3  Survival Provision. The noncompetition, nonraiding, confidential information,
and dispute resolution provisions of this Agreement shall survive after termination of this Agreement, and
shall be enforceable regardless of any claim Employee may have against Company. Also, if any benefits
provided in Sections 9, 10, or 11 of this Agreement are still owed, or claims pursuant to Section 12 are
still pending, at the time of termination of this Agreement, this Agreement shall continue in force, with
respect to those obligations or claims, until such benefits are paid in full.

19.4  Counterparts. This Agreement may be executed in counterparts, each of which
shall be deemed an original, but all of which together will constitute one and the same instrument.

19.5  Entire Agreement. This Agreement constitutes the sole agreement of the parties
regarding Officer's benefits in the event of termination or change in control and together with Umpqua's
employee handbook governs the terms of Officer's employment. Where there is a conflict between the
employee handbook and this Agreement, the terms of this Agreement shall govern.

19.6  Previous Agreements. This Agreement supersedes all prior oral and written
agreements between the Officer and Umpqua, or any affiliates or representatives of Umpqua regarding
the subject matters set forth herein.
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19.7  Waiver. No waiver of any provision of this Agreement shall be valid unless in
writing, signed by the party against whom the waiver is sought to be enforced. The waiver of any breach
of this Agreement or failure to enforce any provision of this Agreement shall not waive any later breach.

19.8  Assignment. Officer shall not assign or transfer any of Officer’s rights pursuant
to this Agreement, wholly or partially, to any other person or to delegate the performance of its duties
under the terms of this Agreement. The rights and obligations of Umpqua under this Agreement shall
inure to the benefit of and be binding in each and every respect upon the direct and indirect successors
and assigns of Umpqua, regardless of the manner in which the successors or assigns succeed to the
interests or assets of Umpqua. This agreement shall not be terminated by the voluntary or involuntary
dissolution of Umpqua, by any merger, consolidation or acquisition where Umpqua is not the surviving
corporation, by any transfer of all or substantially all of Umpqua's assets, or by any other change in
Umpqua's structure or the manner in which Umpqua's business or assets are held. In the event of any
merger, consolidation or transfer of assets, this Agreement shall be binding upon and shall inure to the
benefit of the surviving corporation or the corporation to which the assets are transferred.

19.9  Attorneys' Fees. If either party institutes a proceeding to enforce its rights under,
or to recover damages for breach of, this Agreement, the prevailing party shall be awarded all costs and
expenses of the proceeding, including, but not limited to, attorneys' fees, filing and service fees, witness
fees, and arbitrator's fees. If arbitration is commenced, the arbitrator will have full authority and complete
discretion to determine the "prevailing party" and the amount of costs and expenses to be awarded under
this paragraph.

20. ADVICE OF COUNSEL. Officer acknowledges that, in executing this Agreement,
Officer has had the opportunity to seek the advice of independent legal counsel, and has read and
understood all of the terms and provisions of this Agreement. This Agreement shall not be
construed against any party by reason of the drafting or preparation hereof.

UMPQUA HOLDINGS CORPORATION

By:
Raymond P. Davis, Chief Executive Officer
Date:
OFFICER
By:

[Officer Name]

Date:
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Exhibit 10.6

RESTATED SEVERANCE AGREEMENT

This Restated Severance Agreement (the "Agreement") by and between Umpqua Holdings Corporation, an
Oregon corporation, ("Umpqua") and Steven L. Philpott ("Executive"), is effective August 1, 2003 (the "Effective
Date").

RECITALS

A. Centennial Bancorp and Executive were parties to a Severance Agreement dated May 15, 2001, as
amended by a First Addendum dated June 3, 2002 (the "Centennial Agreement").

B. Umpqua succeeded to the rights and obligations of Centennial Bancorp under the Centennial
Agreement in a merger effective November 15, 2002 (the "Centennial Merger"). Umpqua now
employs Executive.

C. The Centennial Merger was a "Change in Control" as defined in the Centennial Agreement.
Under the Centennial Agreement, Executive may terminate employment during a 30-day period
after the first anniversary of the Centennial Merger and thereby receive certain severance and
termination benefits (the "Benefit").

D. Umpqua desires to retain the services of Executive and to give Executive an incentive to continue
employment with Umpqua. Umpqua is willing to pay the Benefit subject to the conditions stated

herein, even if Executive continues with Umpqua.

E. The Parties desire to replace the Centennial Agreement with the terms and conditions stated
herein. L

AGREEMENT

In consideration of the foregoing Recitals, which are incorporated by this reference herein, and the terms
and conditions stated below, the parties agree as follows:

1. Calculation and Payment of Severance and Termination Benefits. In exchange for termination

of the Centennial Agreement, the parties agree that Executive shall be entitled to a total Benefit amount of $190,763
payable by Umpqua as follows under the terms and conditions hereof:

(a) One-third of that amount ($63,588) shall be paid on April 1, 2004;

(b) One-third of that amount ($63,588) shall be paid on April 1, 2005; and

(c) The remaining balance of the Benefit shall be paid on April 1, 2006.
No interest shall accrue on the Benefit. The Benefit shall be paid in addition to Executive's regular base salary and
incentives. The Benefit shall not be considered in calculation of Executive's profit sharing, incentive compensation,

or any other benefit. Payroll taxes will be deducted from each Benefit payment.

2. Termination of Benefit. Umpqua shall be excused from its obligation to pay future installments
of the Benefit if one or more of the following events occur ("Benefit Right Termination Events"):




(a) The Executive terminates his or her employment without "Good Reason" (defined below)
prior to the date the next installment is payable;

) Umpqua terminates the Executive's employment for "Cause" (defined below); or

() The Executive violates any material term of this Agreement and such violation is not
remedied within 30 days after written notice, including a description of the violation, has been delivered to
the Executive by Umpqua's Board of Directors (the "Board").

3. Accelerated Payment of Benefit. The remaining unpaid balance of the Benefit shall be due and
payable in full within 15 days following the effective date or occurrence of any one of the following events:

(a) A Change in Control (defined below) occurs between the Effective Date and the
Executive's receipt of the entire Benefit;

(b) Umpqua terminates Executive's employment for any reason other than for "Cause" as
defined below;

(c) Executive terminates his or her employment with Umpqua for "Good Reason," as defined
below; or

(d) Executive dies while actively employed by Umpqua.

4. Retention of Paid Benefit/Other Benefits. The occurrence of any Benefit Right Termination
Event shall not affect Executive's ability to keep and retain any prior payments of the Benefit and shall not require a
forfeiture of any such prior payments. Termination of Executive's employment for any reason shall not affect any
rights the Executive may have under any other benefit, compensation, option, incentive agreement, policy, plan,

program or arrangement of Umpqua or a subsidiary, which rights shall be governed by the terms thereof.

5. Definitions.

5.1 Good Reason. For purposes of this Agreement, "Good Reason" for Executive's
termination will exist upon the occurrence of one or more of the following events, without Executive's prior written
consent:

(a) A reduction of Executive's annual salary, incentive compensation or benefit plans,
unless the reduction is in connection with, and commensurate with, reductions in the salaries,
incentive compensation or benefit plans of all or substantially all senior officers of Umpqua;

(b) A requirement for Executive to relocate to a facility or location more than 45 miles
from the Executive's current office;

(c) A material breach of this Agreement by Umpqua or any successor thereto if such
breach has not been remedied within thirty (30) days after written notice, including a detailed
description of the breach, has been delivered to the Board by the Executive.

5.2. Cause. For the purposes of this Agreement, "Cause" for Executive's termination will
exist upon the occurrence of one or more of the following events:

(a) Dishonest or fraudulent conduct by Executive with respect to the performance of
Executive's duties with Umpqua;

(b) Conduct by Executive that materially discredits Umpqua or any of its subsidiaries or
is materially detrimental to the reputation of Umpqua or any of its subsidiaries, including but not




limited to conviction of, or a plea of nolo contendere to, a felony or crime involving moral
turpitude;

(c) Executive's willful misconduct or gross negligence in performance of Executive's
duties under this Agreement, including but not limited to Executive's refusal to comply in any
material respect with the legal directives of the Board or Executive's supervisor if such misconduct
or gross negligence has not been remedied or is not being remedied to the Board's reasonable
satisfaction within thirty (30) days after written notice, including a detailed description of the
misconduct or negligence, has been delivered by the Board to Executive.

(d) An order or directive from a state or federal banking regulatory agency requesting or
requiring removal of Executive or a finding by any such agency that Executive's performance
threatens the safety or soundness of Umpqua or any of its subsidiaries; or

(e) Material breach of Executive's fiduciary duties to Umpqua if such breach has not
been remedied or is not being remedied to the Board's reasonable satisfaction within thirty
(30) days after written notice, including a detailed description of the breach, has been delivered by
the Board to Executive.

53 Change in Control. For purposes of this Agreement, a "Change in Control" shall be deemed to
have occurred when any of the following events take place:

(a) Any person (including any individual or entity), or persons acting in concert,
become(s) the beneficial owner of voting shares representing fifty percent (50%) or more of
Umpqua;

(b) A majority of the Board is removed from office by a vote of Umpqua's shareholders
over the recommendation of the Board then serving; or

(¢) Umpqua is a party to a plan of merger or plan of exchange and upon consummation
of such plan, the shareholders of Umpqua immediately prior to the transaction do not continue to
own at least a majority of the shares of the surviving organization, unless the current CEO of
Umpqua continues as CEO or President of the surviving organization.

6. Non-Solicitation. If Executive resigns or otherwise voluntarily terminates employment for any
reason other than "Good Reason", as defined herein, Executive shall not, for a period of one year following
termination of employment, solicit any customer of Umpqua or of any of its subsidiaries for the purpose of
providing or recommending banking or brokerage services. For purposes of this Section, "customers" are defined as
(a) all customers serviced by Umpqua or any of Umpqua's subsidiaries at any time within 12 months before termination
of Executive's employment, (b) all customers and potential customers whom Umpqua or any of Umpqua's subsidiaries
actively solicited at any time within 12 months before termination of Executive's employment, and (c) all successors,
owners, directors, partners and management personnel of the customers just described in (a) and (b). Notwithstanding
the foregoing, Umpqua acknowledges that Executive may be employed by or contract with a competitor of Umpqua
or one of its subsidiaries at any time after termination of Executive's employment with Umpqua.

7. Nonraiding of Employees. Executive recognizes that Umpqua's workforce is a vital part of its
business; therefore, Executive agrees not to directly or indirectly solicit any employee to leave his or her
employment with Umpqua or any of Umpqua's subsidiaries for a period of one year following termination of
Executive's employment with Umpqua. This means that Executive will not (a) disclose to any third party the names,
backgrounds or qualifications of any Umpqua or any of Umpqua subsidiary's employees or otherwise identify them
as potential candidates for employment, or (b) personally or through any other person approach, recruit, interview or
otherwise solicit employees of Umpqua or any of Umpqua's subsidiaries to work for any other employer. For
purposes of this Section, employees include all employees working for Umpqua or any of Umpqua's subsidiaries at
the time of termination of Executive's employment.



8. Confidential Information. The parties acknowledge that in the course of Executive's duties,
Executive will have access to and become familiar with certain proprietary and confidential information of Umpqua
and its subsidiaries not known by its actual or potential competitors. Executive acknowledges that such information
constitutes valuable, special, and unique assets of Umpqua's business, even though such information may not be of a
technical nature and may not be protected under trade secret or related laws. Executive agrees to hold in a fiduciary
capacity and not use for Executive's benefit, nor reveal, communicate, or divulge during the period of Executive's
employment with Umpqua or at any time thereafter, and in any manner whatsoever, any such data and confidential
information of any kind, nature, or description concerning any matters affecting or relating to Umpqua's business, its
customers, or its services, including information developed by Employee, alone or with others, or entrusted to
Umpqua by its customers or others, to any person, firm, entity, or company other than Umpqua or persons, firms,
entities, or companies designated by Umpqua. Executive agrees that all memoranda, notes, records, papers,
customer files, and other documents, and all copies thereof relating to Umpqua's operations or business, or matters
related to any of Umpqua's customers, some of which may be prepared by Executive, and all objects associated
therewith in any way obtained by Executive, shall be Umpqua’s property ("Umpqua Property"). Umpqua agrees that
Umpqua Property and confidential information do not include documents or information now or hereafter voluntarily
disseminated by Umpqua or its subsidiaries to the public, or which otherwise become part of the public domain
through lawful means. Upon termination or at Umpqua's request, Executive shall promptly return all Umpqua
Property to Umpqua.

9. Dispute Resolution. The parties agree to submit any dispute arising under this Agreement to
final, binding, private arbitration in Portland, Oregon. This includes not only disputes about the meaning or
performance of the Agreement, but disputes about its negotiation, drafting, or execution. The dispute will be
determined by a single arbitrator in accordance with the then-existing rules of arbitration procedure of Multnomah
County, Oregon Circuit Court, except that there shall be no right of de novo review in Circuit Court and the
arbitrator may charge his or her standard arbitration fees rather than the fees prescribed in the Multnomah County
Circuit Court arbitration procedures. The proceeding will be commenced by the filing of a civil complaint in
Multnomah County Circuit Court and a simultaneous request for transfer to arbitration. The parties expressly agree
that they may choose an arbitrator who is not on the list provided by the Multnomah County Circuit Court
Arbitration Department, but if they are unable to agree upon the single arbitrator within ten days of receipt of the
Arbitration Department list, they will ask the Arbitration Department to make the selection for them. The arbitrator
will have full authority to determine all issues, including arbitrability, to award any remedy, including permanent
injunctive relief, and to determine any request for costs and expenses in accordance with Section 10.9 of this
Agreement. The arbitrator's award may be reduced to final judgment in Multnomah County Circuit Court. The
complaining party shall bear the arbitration expenses and may seek their recovery if it prevails. Notwithstanding
any other provision of this Agreement, an aggrieved party may seek a temporary restraining order or preliminary
injunction in Multnomah County Circuit Court to preserve the status quo during the arbitration proceeding.

10. General Provisions.

10.1 Governing Law. The validity, interpretation, construction and performance of this
Agreement shall be governed by the laws of the State of Oregon.

10.2 Saving Provision. If any part of this Agreement is held to be unenforceable, it shall not
affect any other part. If any part of this Agreement is held to be unenforceable as written, it shall be enforced to the
maximum extent allowed by applicable law.

10.3 Survival Provision. The noncompetition, nonraiding, confidential information, and
dispute resolution provisions of this Agreement shall survive after termination of this Agreement, and shall be
enforceable regardless of any claim Employee may have against Umpqua. Also, if any amount of Benefit is still
unpaid or claims pursuant to Section 9 are still pending, at the time of termination of this Agreement, this
Agreement shall continue in force, with respect to those obligations or claims, until such benefits are paid in full.

10.4 Counterparts. This Agreement may be executed in counterparts, each of which shall be
deemed an original, but all of which together will constitute one and the same instrument.




10.5 Entire Agreement. This Agreement supersedes and replaces the Centennial Agreement
in its entirety and constitutes the sole agreement of the parties regarding Executive's benefits in the event of
termination of employment or change in control.

10.6 Previous Agreements. This Agreement supersedes all prior oral and written agreements
between the Executive and Umpqua, or any affiliates or representatives of Umpqua regarding the subject matters set
forth herein, including but not limited to the Centennial Agreement.

10.7 Waiver. No waiver of any provision of this Agreement shall be valid unless in writing,
signed by the party against whom the waiver is sought to be enforced. The waiver of any breach of this Agreement
or failure to enforce any provision of this Agreement shall not waive any later breach.

10.8 Assignment. The rights and obligations of Umpqua under this Agreement shall inure to
the benefit of and be binding in each and every respect upon the direct and indirect successors and assigns of
Umpqua, regardless of the manner in which the successors or assigns succeed to the interests or assets of Umpqua.
This agreement shall not be terminated by the voluntary or involuntary dissolution of Umpqua, by any merger,
consolidation or acquisition where Umpqua is not the surviving Umpqua, by any transfer of all or substantially all of
Umpqua's assets, or by any other change in Umpqua's structure or the manner in which Umpqua's business or assets
are held. In the event of any merger, consolidation or transfer of assets, this Agreement shall be binding upon and
shall inure to the benefit of the surviving Umpqua or Umpqua to which the assets are transferred. This Agreement
will inure to the benefit of and be enforceable by the Executive's personal or legal representatives, executors,
administrators, successors, heirs, distributees and legatees.

10.9 Attorneys' Fees. If either party institutes a proceeding to enforce its rights under, or to
recover damages for breach of, this Agreement, the prevailing party shall be awarded ail costs and expenses of the
proceeding, including, but not limited to, attorneys' fees, filing and service fees, witness fees, and arbitrator's fees. If
arbitration is commenced, the arbitrator will have full authority and complete discretion to determine the "prevailing
party" and the amount of costs and expenses to be awarded under this paragraph.

11. Term of Agreement. The term of this Agreement shall expire when Umpqua has paid the full
amount of the Benefit owed under this Agreement or upon the occurrence of a Benefit Rights Termination Event.

12. Advice of Counsel. Executive acknowledges that, in executing this Agreement, Executive has
had the opportunity to seek the advice of independent legal counsel, and has read and understood all of the
terms and provisions of this Agreement. This Agreement shail not be construed against any party by reason
of the drafting or preparation hereof.

This Agreement is only effective if signed by Executive and returned to Umpqua on or before August 8, 2003.

IN WITNESS WHEREOF, the parties have executed this Restated Severance Agreement effective the date
first stated above.

Umpqua Holdings Corporation: Executive:
By: Barbara Baker, SVP-Human Resources Steven L. Philpott
Signature Signature

Date Date



EXHIBIT 31.1
Certification
of
Chief Executive Officer under Section 302 of the Sarbanes-Oxley Act of 2002

I, Raymond P. Davis, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Umpqua Holdings Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15e and 15d-15(e)) and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

c) Disclosed in this report any change in the registrant's internal control over financial reporting
that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that has materially affected, or is likely to materially
affect the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant's auditors and the audit committee of
registrant's board of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting, which are reasonably likely to adversely affect the registrant's
ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who
have a significant role in the registrant's internal control over financial reporting.

Date: November 12, 2003 /s/ Raymond P. Davis
Raymond P. Davis
President and Chief Executive Officer




EXHIBIT 31.2
Certification
of
Chief Financial Officer under Section 302 of the Sarbanes-Oxley Act of 2002

I, Daniel A. Sullivan, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Umpqua Holdings Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15¢ and 15d-15(e)) and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

c¢) Disclosed in this report any change in the registrant's internal control over financial reporting
that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that has materially affected, or is likely to materially
affect the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant's auditors and the audit committee of
registrant's board of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting, which are reasonably likely to adversely affect the registrant's
ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who
have a significant role in the registrant's internal control over financial reporting.

Date: November 12, 2003 /s/ Daniel A. Sullivan
Daniel A. Sullivan

Executive Vice President
Chief Financial Officer




Exhibit 32
CERTIFICATION
OF
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
UNDER SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

This certification is given by the undersigned Chief Executive Officer and Chief Financial Officer of
Umpqua Holdings Corporation (the "registrant”) pursuant to Section 906 of the Sarbanes-Oxley Act of
2002. Each of the undersigned hereby certifies, with respect to the registrant's quarterly report of Form
10-Q for the period ended September 30, 2003 as filed with the Securities and Exchange Commission on
the date hereof (the "Report"), that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

2) The information contained in the Report fairly presents, in all material respects, the
financial condition and result of operations of the registrant

/s/ Raymond P. Davis

Raymond P. Davis

President and Chief Executive Officer
Umpqua Holdings Corporation

/s/ Daniel A. Sullivan

Daniel A. Sullivan

Executive Vice President and
Chief Financial Officer
Umpqua Holdings Corporation

November 12, 2003




EXHIBIT 99.1

RISK FACTORS

The following summarizes certain risks which management believes are specific to the
Company's business. These should not be viewed as including all risks to the Company.

The integration of recently acquired banks may not be completed smoothly, which could
result in loss of customers.

In November 2002, we acquired Centennial Bancorp. At the time of the acquisition, its
subsidiary, Centennial Bank, merged into our existing bank subsidiary under the name of
"Umpqua Bank." Centennial Bank customers were accustomed to traditional bank branch
facilities and services. Umpqua Bank has transformed itself from a traditional community bank
into a community-oriented financial services retailer. In pursuing this strategy, we have
remodeled many of the bank branches to resemble retail stores that include distinct physical areas
or boutiques such as a "serious about service center," an "investment opportunity center” and "a
computer café." Since the merger, we remodeled and converted two of the Centennial Bank
branches in a similar fashion and we will remodel and convert two or three more over the coming
year. This conversion will involve significant expenses, disrupt banking activities during the
remodeling period, and will present a new look and feel to the banking services and products
being offered. There is a risk that some of the existing customers will not stay with Umpqua
Bank during the remodeling period or after the conversion is completed. Further, there may be
delays in completing the conversion, which could cause confusion and disruption in the business
of those branches.

Umpqua is pursuing an aggressive growth strategy which may place heavy demands on its
management resources.

Umpqua is a dynamic organization that is one of the fastest-growing community financial
services organizations in the United States. We merged with VRB Bancorp in December 2000,
increasing our assets from approximately $435 million to $785 million; acquired Linn-Benton
Bank and merged with Independent Financial Network, Inc. in December 2001, to add
approximately $550 million in assets; and merged with Centennial Bancorp in November 2002 to
add approximately $800 million in assets. We continue to explore other merger and acquisition
opportunities. We expect that a substantial amount of management's attention and effort will be
directed at deriving the benefits and efficiencies expected from past and future mergers. We
have announced our intent to open seven new stores in 2004, to continue our growth strategy. If
we pursue our strategy too aggressively, or if factors beyond management's control divert
attention away from our integration plans, management may become over-taxed and we might be
unable to realize some or all of the anticipated benefits. Moreover, the combined Company is
dependent on the efforts of key personnel to achieve the synergies associated with our
acquisitions. The loss of one or more of our key persons could have a material adverse effect
upon our ability to achieve the anticipated benefits.
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Involvement in non-bank businesses may involve new risks.

We have a licensed retail broker-dealer subsidiary, Strand, Atkinson, Williams & York,
Inc. The operation of commercial banking and retail brokerage under common ownership has
only recently been permitted by federal law, and retail brokerage operations present special risks
not previously borne by community banks. For example, the brokerage industry is subject to
fluctuations in the stock market that may have a significant adverse impact on transaction fees,
customer activity and investment portfolio gains and losses. Likewise, additional or modified
regulations may affect our banking, investment banking and brokerage operations. A decline in
fees and commissions or losses suffered in the investment portfolio could adversely affect the
subsidiary's contribution to the income of the holding company, and might increase the
subsidiary's capital needs. The risks associated with retail brokerage may not be supported by the
income generated by those operations. As we continue to grow, we may acquire other financial
services companies whose successful integration is not assured and may present additional
management challenges and new risks to us.

The restructuring and integration costs of the recent mergers could exceed estimates.

This year, through September 30, we have incurred approximately $2.1 million in
expenses relating to the Centennial Bancorp acquisition. Those expenses include additional
system integration, store closing and remodeling, contract terminations, personnel expenses and
disposal of duplicative equipment. Although we do not expect to incur significant additional
merger-related costs, unanticipated costs and charges may arise. Additionally, the cost of
remodeling the branches and training personnel could exceed estimates and might not result in
increased banking activity, revenues or profits.

The majority of Umpqua Bank's assets are loans, which if not paid would result in losses to
the company.

Umpqua Bank, like other lenders, is subject to credit risk, which is the risk of losing
principal and/or interest due to borrowers' failure to repay loans in accordance with their terms.
Although we have established underwriting and documentation criteria and most loans are
secured by collateral, a downturn in the economy or the real estate market in our market areas or
a rapid increase in interest rates could have a negative effect on collateral values and borrowers'
ability to repay. To the extent loans are not serviced by borrowers, the loans are placed on non-
accrual, thereby reducing interest income. To the extent loan charge-offs exceed expectations,
additional amounts must be added to the allowance for credit losses, which reduces income.

Although management believes that our allowance for credit losses at September 30,
2003 is adequate, no assurance can be given that an additional provision for credit losses will not
be required. See Management's Discussion and Analysis of Financial Condition and Results of
Operations - "Provision for Credit Losses" and "Allowance for Credit Losses."

30074617.01



A rapid change in interest rates could make it difficult to maintain our current interest
income spread and could result in reduced earnings.

Our earnings are largely derived from net interest income, which is interest income and
fees earned on loans and investments, less interest paid on deposits and other borrowings.
Interest rates are highly sensitive to many factors that are beyond the control of our management,
including general economic conditions and the policies of various governmental and regulatory
authorities. As interest rates change, net interest income is affected. With fixed rate assets (such
as fixed rate loans) and liabilities (such as certificates of deposit), the effect on net interest
income depends on the maturity of the asset or liability. Although we strive to minimize interest
rate risk through asset/liability management policies, from time to time maturities are not
balanced. For example, the rapid drop in short term interest rates during 2002 made it difficult to
reduce interest expense as rapidly as interest income fell on loans contractually tied to prime rate.
More recently, the rapid increase in long term home mortgage interest rates caused a reduction in
refinance activity and the sale of some previously "locked" loans at a loss. Any rapid increase in
interest rates in the future could result in interest expense increasing faster than interest income
because of fixed rate loans and longer-term investments. Further, substantially higher interest
rates generally reduce loan demand and may result in lower loan totals. An unanticipated rapid
decrease or increase in interest rates could have an adverse effect on the spreads between the
interest rates earned on assets and the rates of interest paid on liabilities, and therefore on the
level of net interest income.

Umpqua's banking and brokerage operations are subject to extensive government
regulations, which has increased and can be expected to become more burdensome,
increase our costs and/or make us less competitive.

We and our subsidiaries are subject to extensive regulations under federal and state laws.
These laws and regulations are intended primarily to protect customers, depositors and the
deposit insurance fund, rather than shareholders. Umpqua Bank is a state chartered commercial
bank subject to regulations and supervision by the Administrator of the Division of Finance and
Corporate Securities of the State of Oregon, the Washington Department of Financial Institutions
and by the Federal Deposit Insurance Corporation, which insures bank deposits. We are subject
to regulation and supervision by the Board of Governors of the Federal Reserve System. Federal
and state regulations place banks at a competitive disadvantage compared to less regulated
competitors such as finance companies, credit unions, mortgage banking companies and leasing
companies. Although we have been able to compete effectively in our market area in the past,
there can be no assurance that we will be able to continue to do so. Further, future changes in
federal and state banking regulations could adversely affect our operating results and ability to
continue to compete effectively.
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