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PART I. FINANCIAL INFORMATION
These consolidated financial statements should be read in conjunction with the financial statements, accompanying
notes and other relevant information included in Northrim BanCorp, Inc.’s Annual Report on Form 10-K for the year
ended December 31, 2015.
ITEM 1. FINANCIAL STATEMENTS
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CONSOLIDATED FINANCIAL STATEMENTS
NORTHRIM BANCORP, INC.
Consolidated Balance Sheets
(Unaudited)

June 30,
2016

December 31,
2015(In Thousands, Except Share Data)

ASSETS
Cash and due from banks $30,095 $30,989
Interest bearing deposits in other banks 44,661 27,684

Investment securities available for sale, at fair value 290,601 291,113
Investment securities held to maturity, at amortized cost 901 903
Total portfolio investments 291,502 292,016

Investment in Federal Home Loan Bank stock 1,966 1,816

Loans held for sale 60,360 50,553

Loans 967,346 980,787
Allowance for loan losses (18,385 ) (18,153 )
Net loans 948,961 962,634
Purchased receivables, net 13,596 13,326
Other real estate owned, net 2,558 3,053
Premises and equipment, net 38,671 40,217
Mortgage servicing rights, at fair value 2,602 1,654
Goodwill 22,334 22,334
Other intangible assets, net 1,372 1,442
Other assets 59,692 51,774
Total assets $1,518,370 $1,499,492
LIABILITIES
Deposits:
Demand $461,970 $430,191
Interest-bearing demand 183,885 209,291
Savings 231,246 227,969
Money market 241,334 236,675
Certificates of deposit less than $100,000 50,933 52,505
Certificates of deposit $100,000 and greater 86,320 84,161
Total deposits 1,255,688 1,240,792
Securities sold under repurchase agreements 26,049 31,420
Borrowings 4,362 2,120
Junior subordinated debentures 18,558 18,558
Other liabilities 29,748 29,388
Total liabilities 1,334,405 1,322,278
SHAREHOLDERS' EQUITY
Preferred stock, $1 par value, 2,500,000 shares authorized, none issued or outstanding — —
Common stock, $1 par value, 10,000,000 shares authorized, 6,877,140 shares
issued and outstanding at June 30, 2016 and December 31, 2015 6,877 6,877

Additional paid-in capital 62,797 62,420
Retained earnings 113,238 108,150
Accumulated other comprehensive income (loss) 742 (412 )
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Total Northrim BanCorp shareholders' equity 183,654 177,035
Noncontrolling interest 311 179
Total shareholders' equity 183,965 177,214
Total liabilities and shareholders' equity $1,518,370 $1,499,492
See notes to consolidated financial statements
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NORTHRIM BANCORP, INC.
Consolidated Statements of Income
(Unaudited)

Three Months
Ended June 30,

Six Months Ended
June 30,

(In Thousands, Except Per Share Data) 2016 2015 2016 2015
Interest Income
Interest and fees on loans and loans held for sale $13,710 $14,135 $27,488 $27,602
Interest on investment securities available for sale 953 759 1,933 1,644
Interest on investment securities held to maturity 14 25 27 48
Interest on deposits in other banks 41 24 88 35
Total Interest Income 14,718 14,943 29,536 29,329
Interest Expense
Interest expense on deposits, borrowings and junior subordinated debentures 639 748 1,283 1,502
Net Interest Income 14,079 14,195 28,253 27,827
Provision for loan losses 200 376 903 702
Net Interest Income After Provision for Loan Losses 13,879 13,819 27,350 27,125
Other Operating Income
Mortgage banking income 8,510 7,859 14,206 15,165
Employee benefit plan income 936 931 1,900 1,708
Bankcard fees 675 669 1,308 1,258
Purchased receivable income 531 562 1,065 1,151
Service charges on deposit accounts 510 568 1,009 1,058
Gain (loss) on sale of securities, net 12 16 (11 ) 130
Other income 690 958 1,492 1,628
Total Other Operating Income 11,864 11,563 20,969 22,098
Other Operating Expense
Salaries and other personnel expense 12,011 11,125 23,262 21,675
Occupancy expense 1,697 1,594 3,305 3,198
Data processing expense 1,146 1,104 2,230 2,200
Professional and outside services 785 791 1,492 1,542
Change in fair value, RML earn-out liability 687 587 817 2,089
Marketing expense 615 642 1,353 1,259
Loss on sale of premises and equipment 358 7 358 7
Insurance expense 263 345 578 669
OREO (income) expense, net rental income and gains on sale 127 (121 )101 176
Intangible asset amortization expense 35 72 70 145
Other operating expense 1,645 1,607 3,174 3,254
Total Other Operating Expense 19,369 17,753 36,740 36,214
Income Before Provision for Income Taxes 6,374 7,629 11,579 13,009
Provision for income taxes 1,868 2,686 3,567 4,433
Net Income 4,506 4,943 8,012 8,576
Less: Net income attributable to the noncontrolling interest 156 162 286 234
Net Income Attributable to Northrim BanCorp, Inc. $4,350 $4,781 $7,726 $8,342
Earnings Per Share, Basic $0.63 $0.70 $1.12 $1.22
Earnings Per Share, Diluted $0.63 $0.69 $1.11 $1.20
Weighted Average Shares Outstanding, Basic 6,877,1406,854,3386,877,1406,854,264
Weighted Average Shares Outstanding, Diluted 6,968,8916,941,6716,966,9056,938,879
See notes to consolidated financial statements
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NORTHRIM BANCORP, INC.
Consolidated Statements of Comprehensive Income
(Unaudited)
2010

Three Months
Ended June 30,

Six Months
Ended June 30,

(In Thousands) 2016 2015 2016 2015
Net income $4,506 $4,943 $8,012 $8,576
Other comprehensive income (loss), net of tax:
   Securities available for sale:
         Unrealized gains (losses) arising during the period $466 ($152 )$1,792 $736
         Reclassification of net (gains) losses included in net income (net of tax
          (benefit) expense of $5 and $7 for the second quarter of 2016 and 2015,
          respectively and ($5) and $53 for the six months ended June 30, 2016
          and 2015, respectively) (7 )(9 )6 (77 )
         Income tax expense (benefit) related to unrealized gains and losses (174 )58 (644 )(263 )
Other comprehensive income (loss), net of tax 285 (103 )1,154 396
Comprehensive income 4,791 4,840 9,166 8,972
  Less: comprehensive income attributable to the noncontrolling interest 156 162 286 234
      Comprehensive income attributable to Northrim BanCorp, Inc. $4,635 $4,678 $8,880 $8,738

See notes to consolidated financial statements
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NORTHRIM BANCORP, INC.
Consolidated Statements of Changes in Shareholders’ Equity
(Unaudited)

Common
Stock Additional

Paid-in
Capital

 Retained
Earnings

Accumulated
Other
Comprehensive
Income
(Loss)

Non-controlling
Interest  TotalNumber

of
Shares

Par
Value(In Thousands)

Balance as of January 1, 2015 6,854 $6,854 $61,729 $95,493 $247 $118 $164,441
Cash dividend declared — — — (5,126 ) — — (5,126 )
Stock-based compensation expense — — 608 — — — 608
Exercise of stock options 23 23 27 — — — 50
Excess tax benefits from stock based
payment arrangements — — 56 — — — 56

Distributions to noncontrolling interest — — — — — (490 ) (490 )
Other comprehensive loss, net of tax — — — — (659 ) — (659 )
Net income attributable to the
noncontrolling interest — — — — — 551 551

Net income attributable to Northrim
BanCorp, Inc. — — — 17,783 — — 17,783

Twelve Months Ended December 31, 2015 6,877 $6,877 $62,420 $108,150 ($412 ) $179 $177,214

Cash dividend declared — — — (2,638 ) — — (2,638 )
Stock-based compensation expense — — 377 — — — 377
Distributions to noncontrolling interest — — — — — (154 ) (154 )
Other comprehensive income, net of tax — — — — 1,154 — 1,154
Net income attributable to the
noncontrolling interest — — — — — 286 286

Net income attributable to Northrim
BanCorp, Inc. — — — 7,726 — — 7,726

Six Months Ended June 30, 2016 6,877 $6,877 $62,797 $113,238 $742 $311 $183,965

See notes to consolidated financial statements
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NORTHRIM BANCORP, INC.
Consolidated Statements of Cash Flows
(Unaudited)

Six Months Ended
June 30,

(In Thousands) 2016 2015
Operating Activities:
Net income $8,012 $8,576
Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:
Loss (gain) on sale of securities, net 11 (130 )
Loss on sale of premises and equipment 358 7
Depreciation and amortization of premises and equipment 1,178 1,122
Amortization of software 84 90
Intangible asset amortization 70 145
Amortization of investment security premium, net of discount accretion 8 (119 )
Deferred tax liability 448 (685 )
Stock-based compensation 377 237
Excess tax benefits from share-based payment arrangements — 1
Deferral of loan fees and costs, net (292 ) (92 )
Provision for loan losses 903 702
Recovery from purchased receivables (18 ) (72 )
Gain on sale of loans (11,924 ) (13,686 )
Proceeds from the sale of loans held for sale 344,087 376,782
Origination of loans held for sale (341,970) (392,823 )
Gain on sale of other real estate owned (112 ) (136 )
Impairment on other real estate owned 130 268
Net changes in assets and liabilities:
Decrease (increase) in accrued interest receivable 62 (26 )
(Increase) decrease in other assets (3,302 ) 2,352
Decrease in other liabilities (6,472 ) (8,731 )
Net Cash Provided by (Used in) Operating Activities (8,362 ) (26,218 )
Investing Activities:
Investment in securities:
Purchases of investment securities available for sale (31,985 ) (59,196 )
Purchases of FHLB stock (151 ) —
Proceeds from sales/calls/maturities of securities available for sale 34,283 115,917
Proceeds from maturities of domestic certificates of deposit — 3,500
Proceeds from redemption of FHLB stock 1 1,587
(Increase) decrease in purchased receivables, net (252 ) 1,278
Decrease (increase) in loans, net 13,063 (50,597 )
Proceeds from sale of other real estate owned 477 1,971
Elliott Cove divestiture, net of cash received — 219
Sales of premises and equipment 1,379 —
Purchases of premises and equipment (1,369 ) (3,428 )
Net Cash Provided by Investing Activities 15,446 11,251
Financing Activities:
Increase in deposits 14,896 58,970
Decrease in securities sold under repurchase agreements (5,371 ) (1,948 )
Increase (decrease) in borrowings 2,242 (3,995 )
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Distributions to noncontrolling interest (154 ) (75 )
Cash dividends paid (2,614 ) (2,470 )
Net Cash Provided by Financing Activities 8,999 50,482
Net Change in Cash and Cash Equivalents 16,083 35,515
Cash and Cash Equivalents at Beginning of Period 58,673 68,556
Cash and Cash Equivalents at End of Period $74,756 $104,071
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Supplemental Information:
Income taxes paid $2,162 $4,011
Interest paid $1,213 $1,556
Noncash commitments to invest in Low Income Housing Tax Credit Partnerships $6,809 $55
Transfer of loans to other real estate owned $— $337
Cash dividends declared but not paid $24 $22

See notes to consolidated financial statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
1. Basis of Presentation
The accompanying unaudited consolidated financial statements and corresponding footnotes have been prepared by
Northrim BanCorp, Inc. (the “Company”) in accordance with accounting principles generally accepted in the United
States of America (“GAAP”) and with instructions to Form 10-Q under the Securities Exchange Act of 1934, as
amended. The year-end Consolidated Balance Sheet data was derived from the Company's audited financial
statements. Accordingly, they do not include all of the information and footnotes required by Generally Accepted
Accounting Principles ("GAAP") for complete financial statements. The Company owns a 100% interest in
Residential Mortgage Holding Company, LLC ("RML"), the parent company of Residential Mortgage, LLC
("Residential Mortgage") and a 50.1% interest in Northrim Benefits Group, LLC ("NBG") and consolidates their
balance sheets and income statements into its financial statements. In the opinion of management, all adjustments
(consisting of normal recurring accruals) considered necessary for a fair presentation have been included. Certain
immaterial reclassifications have been made to prior year amounts to maintain consistency with the current year with
no impact on net income or total shareholders’ equity. The Company determined that it operates in two primary
operating segments: Community Banking and Home Mortgage Lending. The Company has evaluated events and
transactions through August 8, 2016 for potential recognition or disclosure. Operating results for the interim period
ended June 30, 2016, are not necessarily indicative of the results anticipated for the year ending December 31, 2016.
These consolidated financial statements should be read in conjunction with the Company’s Annual Report on Form
10-K for the year ended December 31, 2015.

2. Significant Accounting Policies and Recent Accounting Pronouncements

The Company’s significant accounting policies are discussed in Note 1 to the audited consolidated financial statements
included in the Company's Annual Report on Form 10-K for the year ended December 31, 2015.
In January 2016, the FASB issued ASU 2016-01, Recognition and Measurement of Financial Assets and Financial
Liabilities (“ASU 2016-01”). ASU 2016-01 requires that equity investments (except those accounted for under the
equity method of accounting or those that result in consolidation of the investee) to be measured at fair value with
changes in fair value recognized in net income. However, an entity may choose to measure equity investments that do
not have readily determinable fair values at cost minus impairment, if any, plus or minus changes resulting from
observable price changes in orderly transactions for the identical or a similar investment of the same issuer; simplify
the impairment assessment of equity investments without readily determinable fair values by requiring a qualitative
assessment to identify impairment. When a qualitative assessment indicates that impairment exists, an entity is
required to measure the investment at fair value; eliminate the requirement to disclose the fair value of financial
instruments measured at amortized cost for entities that are not public business entities; eliminate the requirement for
public business entities to disclose the method(s) and significant assumptions used to estimate the fair value that is
required to be disclosed for financial instruments measured at amortized cost on the balance sheet; require public
business entities to use the exit price notion when measuring the fair value of financial instruments for disclosure
purposes; require an entity to present separately in other comprehensive income the portion of the total change in the
fair value of a liability resulting from a change in the instrument-specific credit risk when the entity has elected to
measure the liability at fair value in accordance with the fair value option for financial instruments; require separate
presentation of financial assets and financial liabilities by measurement category and form of financial asset (that is,
securities or loans and receivables) on the balance sheet or the accompanying notes to the financial statements; and
clarify that an entity should evaluate the need for a valuation allowance on a deferred tax asset related to
available-for-sale securities in combination with the entity’s other deferred tax assets. ASU 2016-01 is effective for the
Company’s financial statements for annual and interim periods beginning on or after December 15, 2017, and the
Company will apply the amendments by means of a cumulative-effect adjustment to the balance sheet as of the
beginning of the fiscal year of adoption and the amendments related to equity securities without readily determinable
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fair values (including disclosure requirements) will be applied prospectively to equity investments that exist as of the
date of adoption of ASU 2016-01. The Company does not believe that the adoption of this standard will have a
material impact on the Company’s consolidated financial position or results of operations.
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) (“ASU 2016-02”). ASU 2016-02 increases
transparency and comparability among organizations by recognizing lease assets and lease liabilities on the balance
sheet and disclosing key information about lease arrangements. ASU 2016-02 is effective for the Company’s financial
statements for annual and interim periods beginning on or after December 15, 2018, and must be applied
prospectively. The Company is currently evaluating how the adoption of this standard will impact the Company’s
consolidated financial position and results of operations.
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In March 2016, the FASB issued ASU 2016-06, Derivatives and Hedging (Topic 815): Contingent Put and Call
Option in Debt Instruments (“ASU 2016-06”). ASU 2016-06 simplifies the embedded derivative analysis for debt
instruments containing contingent call or put options by removing the requirement to assess whether a contingent
event is related to interest rates or credit risks. ASU 2016-06 is effective for the Company's financial statements for
annual and interim periods beginning on or after December 15, 2016, and interim periods within those fiscal years.
The Company does not believe that the adoption of this standard will have a material impact on the Company’s
consolidated financial position or results of operations.
In March 2016, the FASB issued ASU 2016-07, Simplifying the Transition to the Equity Method of Accounting (“ASU
2016-07”). ASU 2016-07 eliminates the requirement that when an investment qualifies for use of the equity method as
a result of an increase in the level of ownership interest or degree of influence, an investor must adjust the investment,
results of operations, and retained earnings retroactively on a step-by-step basis as if the equity method had been in
effect during all previous periods that the investment had been held. ASU 2016-07 requires that the equity method
investor add the cost of acquiring the additional interest in the investee to the current basis of the investor's previously
held interest and adopt the equity method of accounting as of the date the investment becomes qualified for equity
method accounting. Therefore, upon qualifying for the equity method of accounting, no retroactive adjustment of the
investment is required. ASU 2016-17 requires that an entity that has an available-for-sale equity security that becomes
qualified for the equity method of accounting recognize through earnings the unrealized holding gain or loss in
accumulated other comprehensive income at the date the investment becomes qualified for use of the equity method.
ASU 2016-07 is effective for the Company’s financial statements for annual and interim periods beginning on or after
December 15, 2016, and must be applied prospectively. The Company does not believe that the adoption of this
standard will have a material impact on the Company’s consolidated financial position or results of operations.
In March 2016, the FASB issued ASU 2016-09, Improvements to Employee Share-Based Payment Accounting (“ASU
2016-09”). ASU 2016-09 simplifies several aspects of the accounting for share-based payment transactions, including
the income tax consequences, classification of awards as either equity or liabilities, and classification on the statement
of cash flows. ASU 2016-09 is effective for the Company’s financial statements for annual and interim periods
beginning on or after December 15, 2016, and must be applied prospectively. The Company does not believe that the
adoption of this standard will have a material impact on the Company’s consolidated financial position or results of
operations.
In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (“ASU 2016-13”). ASU 2016-13
requires a financial asset (or a group of financial assets) that is measured at amortized cost basis to be presented at the
net amount expected to be collected. The allowance for credit losses is a valuation account that is deducted from the
amortized cost basis of the financial asset or assets to present the net carrying value at the amount expected to be
collected on the financial asset. The income statement reflects the measurement of credit losses for newly recognized
financial assets, as well as the expected increases or decreases of expected credit losses that have taken place during
the period. The measurement of expected credit losses is based on relevant information about past events, including
historical experience, current conditions, and reasonable and supportable forecasts that affect the collectability of the
reported amount. An entity must use judgment in determining the relevant information and estimation methods that
are appropriate in its circumstances. The allowance for credit losses for purchased financial assets with a more-than
insignificant amount of credit deterioration since origination ("PCD assets") that are measured at amortized cost basis
is determined in a similar manner to other financial assets measured at amortized cost basis; however, the initial
allowance for credit losses is added to the purchase price rather than being reported as a credit loss expense. Only
subsequent changes in the allowance for credit losses are recorded as a credit loss expense for these assets. Interest
income for PCD assets should be recognized based on the effective interest rate, excluding the discount embedded in
the purchase price that is attributable to the acquirer’s assessment of credit losses at acquisition. ASU 2016-13 requires
credit losses relating to available-for-sale debt securities to be recorded through an allowance for credit losses.
Available-for-sale accounting recognizes that value may be realized either through collection of contractual cash flows
or through sale of the security. Therefore, the amendments limit the amount of the allowance for credit losses to the
amount by which fair value is below amortized cost because the classification as available for sale is premised on an
investment strategy that recognizes that the investment could be sold at fair value, if cash collection would result in
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the realization of an amount less than fair value. The allowance for credit losses for purchased available-for-sale
securities with a more-than-insignificant amount of credit deterioration since origination is determined in a similar
manner to other available-for-sale debt securities; however, the initial allowance for credit losses is added to the
purchase price rather than reported as a credit loss expense. Only subsequent changes in the allowance for credit
losses are recorded in credit loss expense. Interest income should be recognized based on the effective interest rate,
excluding the discount embedded in the purchase price. ASU 2016-13 is effective for the Company’s financial
statements for annual and interim periods beginning on or after December 15, 2019, and must be applied
prospectively. The Company is currently evaluating the impact that the adoption of this standard will have on the
Company’s consolidated financial position and results of operations.
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3. Cash and Cash Equivalents
The Company is required to maintain a $500,000 minimum average daily balance with the Federal Reserve Bank of
San Francisco ("Federal Reserve Bank") for purposes of settling financial transactions and charges for Federal
Reserve Bank services. The Company is also required to maintain cash balances or deposits with the Federal Reserve
Bank sufficient to meet its statutory reserve requirements.
The Company is required to maintain a $500,000 balance with a correspondent bank for outsourced servicing of
ATMs.

4. Investment Securities
The carrying values and estimated fair values of investment securities at the periods indicated are presented below:

(In Thousands) Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Fair
Value

June 30, 2016
Securities available for sale
U.S. Treasury and government sponsored entities $234,388 $1,055 $7 $235,436
Municipal securities 9,290 68 17 9,341
U.S. Agency mortgage-backed securities 6 — — 6
Corporate bonds 40,838 83 36 40,885
Preferred stock 4,922 55 44 4,933
Total securities available for sale $289,444 $1,261 $104 $290,601
Securities held to maturity
Municipal securities $901 $44 $— $945
Total securities held to maturity $901 $44 $— $945
December 31, 2015
Securities available for sale
U.S. Treasury and government sponsored entities $238,116 $150 $830 $237,436
Municipal securities 10,227 117 18 10,326
U.S. Agency mortgage-backed securities 818 1 10 809
Corporate bonds 39,049 57 88 39,018
Preferred stock 3,549 8 33 3,524
Total securities available for sale $291,759 $333 $979 $291,113
Securities held to maturity
Municipal securities $903 $56 $— $959
Total securities held to maturity $903 $56 $— $959

11
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Gross unrealized losses on investment securities and the fair value of the related securities, aggregated by investment
category and length of time that individual securities have been in a continuous unrealized loss position, at June 30,
2016 and December 31, 2015 were as follows:

Less Than 12
Months

More Than 12
Months Total

(In Thousands) Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

June 30, 2016:
Securities Available for Sale
     U.S. Treasury and government sponsored entities $12,422 $3 $489 $4 $12,911 $7
     Corporate Bonds 17,421 36 — — 17,421 36
     Municipal Securities 1,209 4 1,480 13 2,689 17
     Preferred Stock 1,506 44 — — 1,506 44
          Total $32,558 $87 $1,969$17 $34,527 $104

December 31, 2015:
Securities Available for Sale
     U.S. Treasury and government sponsored entities $146,433$829 $36 $1 $146,469$830
     Corporate Bonds 19,874 88 — — 19,874 88
     Municipal Securities 4,454 18 — — 4,454 18
     Mortgage-backed Securities 637 9 100 1 737 10
     Preferred Stock 2,514 33 — — 2,514 33
          Total $173,912$977 $136 $2 $174,048$979

The unrealized losses on investments in government sponsored entities, corporate bonds, preferred stock, and
municipal securities in both periods were caused by changes in interest rates. At June 30, 2016 and December 31,
2015, respectively, there were eight and thirty-nine available-for-sale securities with unrealized losses that have been
in a loss position for less than twelve months. There were two and six securities as of June 30, 2016 and December 31,
2015 that have been in an unrealized loss position for more than twelve months.  The contractual terms of the
investments in a loss position do not permit the issuer to settle the securities at a price less than the amortized cost of
the investment. Because it is more likely than not that the Company will hold these investments until a market price
recovery or maturity, these investments are not considered other-than-temporarily impaired.

At June 30, 2016 and December 31, 2015, $55.5 million and $59.7 million in securities were pledged for deposits and
borrowings.
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The amortized cost and estimated fair values of debt securities at June 30, 2016, are distributed by contractual
maturity as shown below.  Expected maturities may differ from contractual maturities because issuers may have the
right to call or prepay obligations with or without call or prepayment penalties.  Although preferred stock has no
stated maturity, it is aggregated in the calculation of weighted average yields presented below in the category of
investments that mature in ten years or more.

(In  Thousands) Amortized
Cost

Fair
Value

Weighted
Average
Yield

US Treasury and government sponsored entities
Within 1 year $9,996 $10,015 0.84 %
1-5 years 224,392 225,421 1.14 %
Total $234,388 $235,4361.12 %
U.S. Agency mortgage-backed securities
1-5 years $6 $6 1.47 %
Total $6 $6 1.47 %
Corporate bonds
Within 1 year $7,106 $7,117 1.44 %
1-5 years 33,732 33,768 1.39 %
Total $40,838 $40,885 1.40 %
Preferred stock
Over 10 years $4,922 $4,933 7.16 %
Total $4,922 $4,933 7.16 %
Municipal securities
Within 1 year $478 $479 0.93 %
1-5 years 7,679 7,780 2.91 %
5-10 years 2,034 2,027 4.12 %
Total $10,191 $10,286 3.06 %

The proceeds and resulting gains and losses, computed using specific identification, from sales of investment
securities for the six months ending June 30, 2016 and 2015, respectively, are as follows: 

(In Thousands) ProceedsGrossGains
Gross
Losses

2016
Available for sale securities $5,785 $12 $23
2015
Available for sale securities $2,621 $130 $—

A summary of interest income for the six months ending June 30, 2016 and 2015 on available for sale investment
securities is as follows:
(In Thousands) 2016 2015
US Treasury and government sponsored entities $1,336$1,120
U.S. Agency mortgage-backed securities 4 13
Other 447 344
Total taxable interest income $1,787$1,477
Municipal securities $146 $167
Total tax-exempt interest income $146 $167
Total $1,933$1,644
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5.  Loans and Credit Quality
The following table presents total portfolio loans by portfolio segment and class of financing receivable, based on our
asset quality rating ("AQR") criteria:

(In Thousands) Commercial

Real estate
construction
one-to-four
family

Real estate
construction
other

Real
estate
term
owner
occupied

Real estate
term
non-owner
occupied

Real
estate
term
other

Consumer
secured
by 1st
deeds of
trust

Consumer
other Total

June 30, 2016
AQR Pass $314,597 $34,811 $55,541 $135,670 $291,379 $38,793$25,970 $27,036 $923,797
AQR Special
Mention 3,109 — — 1,256 — 285 152 6 4,808

AQR Substandard 19,648 3,972 1,912 16,338 221 — 909 61 43,061
Subtotal $337,354 $38,783 $57,453 $153,264 $291,600 $39,078$27,031 $27,103 $971,666
Less: Unearned origination fees, net of origination costs (4,320 )
        Total loans $967,346
December 31, 2015
AQR Pass $313,689 $44,488 $74,931 $112,248 $313,710 $37,938$26,015 $28,882 $951,901
AQR Special
Mention 536 — — — — 91 171 10 808

AQR Substandard 15,309 — — 16,515 359 — 487 20 32,690
Subtotal $329,534 $44,488 $74,931 $128,763 $314,069 $38,029$26,673 $28,912 $985,399
Less: Unearned origination fees, net of origination costs (4,612 )
        Total loans $980,787
Loans are carried at their principal amount outstanding, net of charge-offs, unamortized fees and direct loan
origination costs.  Loan balances are charged-off to the allowance for loan losses ("Allowance") when management
believes that collection of principal is unlikely.  Interest income on loans is accrued and recognized on the principal
amount outstanding except for loans in a nonaccrual status.  All classes of loans are placed on nonaccrual and
considered impaired when management believes doubt exists as to the collectability of the interest or principal.  Cash
payments received on nonaccrual loans are directly applied to the principal balance.  Generally, a loan may be
returned to accrual status when the delinquent principal and interest is brought current in accordance with the terms of
the loan agreement.  Additionally, certain ongoing performance criteria, which generally includes a performance
period of six months, must be met in order for a loan to be returned to accrual status.  Loans are reported as past due
when installment payments, interest payments, or maturity payments are past due based on contractual terms.
Nonaccrual loans: Nonaccrual loans net of government guarantees totaled $9.6 million and $2.1 million at June 30,
2016 and December 31, 2015, respectively. Nonaccrual loans at the periods indicated, by segment, are presented
below:

(In  Thousands) June 30,
2016

December 31,
2015

Commercial $4,479 $3,013
Real estate construction one-to-four family 3,972 —
Real estate construction other 1,912 —
Real estate term owner occupied 34 38
Real estate term non-owner occupied 221 359
Consumer secured by 1st deeds of trust 552 256
Consumer other 14 20
Total nonaccrual loans $11,184 $3,686
Government guarantees on nonaccrual loans (1,600 )(1,561 )
Net nonaccrual loans $9,584 $2,125
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Past Due Loans: Past due loans and nonaccrual loans at the periods indicated are presented below by segment:

(In Thousands)

30-59
Days
Past Due
Still
Accruing

60-89
Days
Past Due
Still
Accruing

Greater
Than
90 Days
Still
Accruing

Total
Past
Due

Nonaccrual Current Total

June 30, 2016
Commercial $334 $137 $— $471 $4,479 $332,404 $337,354
Real estate construction one-to-four family — — — — 3,972 34,811 38,783
Real estate construction other — — — — 1,912 55,541 57,453
Real estate term owner occupied 550 — — 550 34 152,680 153,264
Real estate term non-owner occupied — — — — 221 291,379 291,600
Real estate term other — — — — — 39,078 39,078
Consumer secured by 1st deed of trust 143 — — 143 552 26,336 27,031
Consumer other — — 47 47 14 27,042 27,103
Subtotal $1,027 $137 $47 $1,211 $11,184 $959,271 $971,666

(4,320 )
     Total $967,346
December 31, 2015
Commercial $242 $21 $— $263 $3,013 $326,258 $329,534
Real estate construction one-to-four family — — — — — 44,488 44,488
Real estate construction other — — — — — 74,931 74,931
Real estate term owner occupied — — — — 38 128,725 128,763
Real estate term non-owner occupied — — — — 359 313,710 314,069
Real estate term other 289 — — 289 — 37,740 38,029
Consumer secured by 1st deed of trust 568 — — 568 256 25,849 26,673
Consumer other 30 — — 30 20 28,862 28,912
Subtotal $1,129 $21 $— $1,150 $3,686 $980,563 $985,399

(4,612 )
     Total $980,787

Impaired Loans: The Company considers a loan to be impaired when it is probable that it will be unable to collect all
amounts due according to the contractual terms of the loan agreement.  Once a loan is determined to be impaired, the
impairment is measured based on the present value of the expected future cash flows discounted at the loan’s effective
interest rate, except that if the loan is collateral dependent, the impairment is measured by using the fair value of the
loan’s collateral.  Nonperforming loans greater than $50,000 are individually evaluated for impairment based upon the
borrower’s overall financial condition, resources, and payment record, and the prospects for support from any
financially responsible guarantors.
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At June 30, 2016 and December 31, 2015, the recorded investment in loans that are considered to be impaired was
$44.4 million and $34.6 million, respectively.  The following table presents information about impaired loans by class
as of the periods indicated:

(In Thousands) Recorded
Investment

Unpaid
Principal
Balance

Related
Allowance

June 30, 2016
With no related allowance recorded
Commercial - AQR special mention $151 $151 $—
Commercial - AQR substandard 19,427 20,107 —
Real estate construction other - AQR substandard 1,912 1,912 —
Real estate term owner occupied- AQR pass 257 257 —
Real estate term owner occupied- AQR substandard 16,259 16,259 —
Real estate term non-owner occupied- AQR pass 457 457 —
Real estate term non-owner occupied- AQR substandard 216 216 —
Real estate term other - AQR pass 662 662 —
Real estate term other - AQR special mention 77 77 —
Consumer secured by 1st deeds of trust - AQR pass 74 74 —
Consumer secured by 1st deeds of trust - AQR substandard 509 509 —
          Subtotal $40,001 $40,681 $—
With an allowance recorded
Real estate construction one-to-four family - AQR substandard $3,972$3,972$204
Consumer secured by 1st deeds of trust - AQR substandard 400 400 23
  Subtotal $4,372$4,372$227
Total
Commercial - AQR special mention $151 $151 $—
Commercial - AQR substandard 19,427 20,107 —
Real estate construction one-to-four family - AQR substandard 3,972 3,972 204
Real estate construction other - AQR substandard 1,912 1,912 —
Real estate term owner-occupied - AQR pass 257 257 —
Real estate term owner-occupied - AQR substandard 16,259 16,259 —
Real estate term non-owner occupied - AQR pass 457 457 —
Real estate term non-owner occupied - AQR substandard 216 216 —
Real estate term other - AQR pass 662 662 —
Real estate term other - AQR special mention 77 77 —
Consumer secured by 1st deeds of trust - AQR pass 74 74 —
Consumer secured by 1st deeds of trust - AQR substandard 909 909 23
  Total $44,373 $45,053 $227
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(In Thousands) Recorded
Investment

Unpaid
Principal
Balance

Related
Allowance

December 31, 2015
With no related allowance recorded
Commercial - AQR special mention $157 $157 $—
Commercial - AQR substandard 14,030 14,443 —
Real estate term owner occupied - AQR pass 753 753 —
Real estate term owner occupied - AQR substandard 16,476 16,476 —
Real estate term non-owner occupied - AQR pass 473 473 —
Real estate term non-owner occupied - AQR substandard 352 352 —
Real estate term other - AQR pass 699 699 —
Real estate term other - AQR special mention 91 91
Consumer secured by 1st deeds of trust - AQR pass 76 76 —
Consumer secured by 1st deeds of trust - AQR substandard 472 472 —
  Subtotal $33,579 $33,992 $—
With an allowance recorded
Commercial - AQR substandard $1,061$1,061$344
         Subtotal $1,061$1,061$344
Total
Commercial - AQR special mention $157 $157 $—
Commercial - AQR substandard 15,091 15,504 344
Real estate term owner occupied - AQR pass 753 753 —
Real estate term owner occupied - AQR substandard 16,476 16,476 —
Real estate term non-owner occupied - AQR pass 473 473 —
Real estate term non-owner occupied - AQR substandard 352 352 —
Real estate term other - AQR pass 699 699 —
Real estate term other - AQR special mention 91 91 —
Consumer secured by 1st deeds of trust - AQR pass 76 76 —
Consumer secured by 1st deeds of trust - AQR substandard 472 472 —
  Total $34,640 $35,053 $344

The unpaid principal balance included in the tables above represents the recorded investment at the dates indicated,
plus amounts charged off for book purposes. 
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The following tables summarize our average recorded investment and interest income recognized on impaired loans
for the three and six month periods ended June 30, 2016 and 2015, respectively:
Three Months Ended June 30, 2016 2015

(In Thousands)
Average
Recorded
Investment

Interest
Income
Recognized

Average
Recorded
Investment

Interest
Income
Recognized

With no related allowance recorded
     Commercial - AQR special mention $152 $3 $164 $3
     Commercial - AQR substandard 19,699 176 12,315 41
     Real estate construction other - AQR pass — — 743 30
     Real estate construction other - AQR substandard 1,912 — — —
     Real estate term owner occupied- AQR pass 258 5 766 17
     Real estate term owner occupied- AQR substandard 16,283 232 5,269 19
     Real estate term non-owner occupied- AQR pass 462 18 541 19
     Real estate term non-owner occupied- AQR special mention — — 2,079 44
     Real estate term non-owner occupied- AQR substandard 222 — 1,652 —
     Real estate term other - AQR pass 674 12 — —
     Real estate term other - AQR special mention 83 2 — —
     Real estate term other - AQR substandard — — 149 3
     Consumer secured by 1st deeds of trust - AQR pass 75 1 80 1
     Consumer secured by 1st deeds of trust - AQR substandard 486 5 444 4
         Subtotal $40,306$454 $24,202 $181
With an allowance recorded
     Commercial - AQR substandard $— $—$2,414$—
     Real estate construction one-to-four family - AQR substandard 3,972 —— —
     Consumer secured by 1st deeds of trust - AQR substandard 292 —— —
         Subtotal $4,264$—$2,414$—
Total
     Commercial - AQR special mention $152 $3 $164 $3
     Commercial - AQR substandard 19,699 176 14,729 41
     Real estate construction one-to-four family - AQR substandard 3,972 — — —
     Real estate construction other - AQR pass — — 743 30
     Real estate construction other - AQR substandard 1,912 — — —
     Real estate term owner-occupied - AQR pass 258 5 766 17
     Real estate term owner-occupied - AQR substandard 16,283 232 5,269 19
     Real estate term non-owner occupied - AQR pass 462 18 541 19
     Real estate term non-owner occupied - AQR special mention — — 2,079 44
     Real estate term non-owner occupied - AQR substandard 222 — 1,652 —
     Real estate term other - AQR pass 674 12 — —
     Real estate term other - AQR special mention 83 2 — —
     Real estate term other - AQR substandard — — 149 3
     Consumer secured by 1st deeds of trust - AQR pass 75 1 80 1
     Consumer secured by 1st deeds of trust - AQR substandard 778 5 444 4
         Total Impaired Loans $44,570$454$26,616 $181
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Six Months Ended June 30, 2016 2015

(In Thousands)
Average
Recorded
Investment

Interest
Income
Recognized

Average
Recorded
Investment

Interest
Income
Recognized

With no related allowance recorded
     Commercial - AQR special mention $154 $6 $166 $7
     Commercial - AQR substandard 18,143 374 7,703 70
     Real estate construction one-to-four family - AQR substandard 1,986 — — —
     Real estate construction other - AQR pass — — 753 59
     Real estate construction other - AQR substandard 1,912 — — —
     Real estate term owner occupied- AQR pass 504 19 634 28
     Real estate term owner occupied- AQR special mention — — 135 5
     Real estate term owner occupied- AQR substandard 16,342 467 2,967 28
     Real estate term non-owner occupied- AQR pass 466 37 544 38
     Real estate term non-owner occupied- AQR special mention — — 2,127 88
     Real estate term non-owner occupied- AQR substandard 230 — 2,009 —
     Real estate term other - AQR pass 608 24 — —
     Real estate term other - AQR special mention 87 4 — —
     Real estate term other - AQR substandard — — 149 7
     Consumer secured by 1st deeds of trust - AQR pass 75 2 81 2
     Consumer secured by 1st deeds of trust - AQR substandard 476 8 560 4
Subtotal $40,983 $941 $17,828 $336
With an allowance recorded
     Commercial - AQR substandard $297 $—$2,330 $—
     Real estate construction one-to-four family - AQR substandard 1,986 —— —
     Real estate term other - AQR substandard — —141 —
     Consumer secured by 1st deeds of trust - AQR substandard 146 —— —
Subtotal $2,429 $—$2,471 $—
Total
     Commercial - AQR special mention $154 $6 $166 $7
     Commercial - AQR substandard 18,440 374 10,033 70
     Real estate construction one-to-four family - AQR substandard 3,972 — — —
     Real estate construction other - AQR pass — — 753 59
     Real estate construction other - AQR substandard 1,912 — — —
     Real estate term owner-occupied - AQR pass 504 19 634 28
     Real estate term owner-occupied - AQR special mention — — 135 5
     Real estate term owner-occupied - AQR substandard 16,342 467 2,967 28
     Real estate term non-owner occupied - AQR pass 466 37 544 38
     Real estate term non-owner occupied - AQR special mention — — 2,127 88
     Real estate term non-owner occupied - AQR substandard 230 — 2,009 —
     Real estate term other - AQR pass 608 24 — —
     Real estate term other - AQR special mention 87 4 — —
     Real estate term other - AQR substandard — — 290 7
     Consumer secured by 1st deeds of trust - AQR pass 75 2 81 2
     Consumer secured by 1st deeds of trust - AQR substandard 622 8 560 4
Total Impaired Loans $43,412 $941 $20,299 $336
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Purchased Credit Impaired Loans: The Company acquired 18 purchased credit impaired loans in connection with its
acquisition of Alaska Pacific Bancshares, Inc. on April 1, 2014 subject to the requirements of FASB ASC 310-30
Loans and Debt Securities Acquired with Deteriorated Credit Quality.  This group of loans consists primarily of
commercial and commercial real estate loans, and unlike a pool of consumer mortgages, it is not practicable for the
Company to analyze the accretable yield of these loans. As such, the Company has elected the cost recovery method
of income recognition for these loans, and thus no accretable difference has been identified for these loans. At the
acquisition date, April 1, 2014, the fair value of this group of loans was $3.9 million. The carrying value of these loans
as of June 30, 2016 is $1.4 million.
Troubled Debt Restructurings: Loans classified as troubled debt restructurings (“TDR”) totaled $12.5 million and $13.7
million at June 30, 2016 and December 31, 2015, respectively.  A TDR is a loan to a borrower that is experiencing
financial difficulty that has been modified from its original terms and conditions in such a way that the Company is
granting the borrower a concession that it would not grant otherwise.  The Company has granted a variety of
concessions to borrowers in the form of loan modifications.  The modifications granted can generally be described in
the following categories:
Rate Modification:  A modification in which the interest rate is changed.
Term Modification:  A modification in which the maturity date, timing of payments, or frequency of payments is
changed.
Payment Modification:  A modification in which the dollar amount of the payment is changed, or in which a loan is
converted to interest only payments for a period of time is included in this category.
Combination Modification:  Any other type of modification, including the use of multiple categories above. 
AQR pass graded loans included above in the impaired loan data are loans classified as TDRs. By definition, TDRs
are considered impaired loans. All of the Company's TDRs are included in impaired loans.
The Company had no newly restructured loans during the three and six month periods ended June 30, 2016.
The Company had no commitments to extend additional credit to borrowers whose terms have been modified in
TDRs. There were no charge offs in the six months ended June 30, 2016 on loans that were later classified as TDRs.
All TDRs are also classified as impaired loans and are included in the loans individually evaluated for impairment in
the calculation of the Allowance. There were no TDRs with specific impairment at June 30, 2016 and December 31,
2015, respectively.
     The Company had no TDRs that subsequently defaulted within the first twelve months of restructure, during the
periods ending June 30, 2016 and December 31, 2015, respectively.
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6.  Allowance for Loan Losses
The following tables detail activity in the Allowance for the periods indicated:

Three Months Ended
June 30, Commercial

Real
estate
construction
one-to-four
family

Real estate
construction
other

Real
estate
term
owner
occupied

Real
estate
term
non-owner
occupied

Real
estate
term
other

Consumer
secured
by 1st
deed of
trust

Consumer
other UnallocatedTotal

2016
Balance, beginning of
period $5,749 $760 $1,621 $1,739 $5,498 $638 $264 $396 $1,518 $18,183

Charge-Offs (135 ) — — — — — — — — (135 )
Recoveries 135 — — — — — — 2 — 137
Provision (benefit) 118 132 (524 ) 546 (200 ) 32 82 22 (8 ) 200
Balance, end of period $5,867 $892 $1,097 $2,285 $5,298 $670 $346 $420 $1,510 $18,385
Balance, end of period:
Individually evaluated
for impairment $— $204 $— $— $— $— $23 $— $— $227
Balance, end of period:
Collectively evaluated
for impairment $5,867 $688 $1,097 $2,285 $5,298 $670 $323 $420 $1,510 $18,158
2015
Balance, beginning of
period $6,091 $757 $1,663 $1,570 $4,794 $756 $274 $402 $640 $16,947

Charge-Offs — — — — — — — — — —
Recoveries 91 — — — — — — 4 — 95
Provision (benefit) (495 ) (68 ) 200 (100 ) 94 (85 )(9 ) 9 830 376
Balance, end of period $5,687 $689 $1,863 $1,470 $4,888 $671 $265 $415 $1,470 $17,418
Balance, end of period:
Individually evaluated
for impairment $265 $— $— $— $— $— $— $— $— $265
Balance, end of period:
Collectively evaluated
for impairment $5,422 $689 $1,863 $1,470 $4,888 $671 $265 $415 $1,470 $17,153
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Six Months Ended
June 30, Commercial

Real
estate
construction
one-to-four
family

Real estate
construction
other

Real
estate
term
owner
occupied

Real
estate
term
non-owner
occupied

Real
estate
term
other

Consumer
secured
by 1st
deed of
trust

Consumer
other UnallocatedTotal

2016
Balance, beginning of
period $5,906 $854 $1,439 $1,657 $5,515 $628 $264 $397 $1,493 $18,153

Charge-Offs (868 ) — — — — — — (1 ) — (869 )
Recoveries 193 — — — — — — 5 — 198
Provision (benefit) 636 38 (342 ) 628 (217 ) 42 82 19 17 903
Balance, end of period $5,867 $892 $1,097 $2,285 $5,298 $670 $346 $420 $1,510 $18,385
Balance, end of period:
Individually evaluated
for impairment $— $204 $— $— $— $— $23 $— $— $227
Balance, end of period:
Collectively evaluated
for impairment $5,867 $688 $1,097 $2,285 $5,298 $670 $323 $420 $1,510 $18,158
2015
Balance, beginning of
period $5,643 $644 $1,653 $1,580 $4,704 $656 $285 $410 $1,148 $16,723

Charge-Offs (107 ) — — — — (81 )— — — (188 )
Recoveries 158 — — — — 17 — 6 — 181
Provision (benefit) (7 ) 45 210 (110 ) 184 79 (20 ) (1 ) 322 702
Balance, end of period $5,687 $689 $1,863 $1,470 $4,888 $671 $265 $415 $1,470 $17,418
Balance, end of period:
Individually evaluated
for impairment $265 $— $— $— $— $— $— $— $— $265
Balance, end of period:
Collectively evaluated
for impairment $5,422 $689 $1,863 $1,470 $4,888 $671 $265 $415 $1,470 $17,153
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The following is a detail of the recorded investment in the loan portfolio, segregated by amounts evaluated
individually or collectively in the Allowance at the periods indicated:

(In Thousands) Commercial

Real estate
construction
one-to-four
family

Real estate
construction
other

Real
estate
term
owner
occupied

Real estate
term
non-owner
occupied

Real
estate
term
other

Consumer
secured
by 1st
deed of
trust

Consumer
other Total

June 30, 2016
Balance, end of period$337,354 $38,783 $57,453 $153,264 $291,600 $39,078$27,031 $27,103 $971,666
Balance, end of
period:
Individually evaluated
for impairment $19,578 $3,972 $1,912 $16,516 $673 $739 $983 $— $44,373
Balance, end of
period:
Collectively evaluated
for impairment $317,776 $34,811 $55,541 $136,748 $290,927 $38,339$26,048 $27,103 $927,293
December 31, 2015
Balance, end of period$329,534 $44,488 $74,931 $128,763 $314,069 $38,029$26,673 $28,912 $985,399
Balance, end of
period:
Individually evaluated
for impairment $15,248 $— $— $17,229 $825 $790 $548 $— $34,640
Balance, end of
period:
Collectively evaluated
for impairment $314,286 $44,488 $74,931 $111,534 $313,244 $37,239$26,125 $28,912 $950,759

The following represents the balance of the Allowance for the periods indicated segregated by segment and class:

(In Thousands) Commercial
Real estate
construction
1-4 family

Real estate
construction
other

Real
estate
term
owner
occupied

Real
estate
term
non-owner
occupied

Real
estate
term
other

Consumer
secured
by 1st
deeds of
trust

Consumer
other UnallocatedTotal

June 30, 2016
Individually evaluated for
impairment:
AQR Substandard $— $204 $— $— $— $— $23 $— $— $227
Collectively: evaluated for
impairment:
AQR Pass 5,764 688 1,097 2,240 5,298 666 320 409 — 16,482
AQR Special
Mention 96 — — 45 — 4 3 — — 148

AQR Substandard 7 — — — — — — 11 — 18
Unallocated — — — — — — — — 1,510 1,510

$5,867 $892 $1,097 $2,285 $5,298 $670 $346 $420 $1,510 $18,385
December 31, 2015
Individually evaluated for
impairment:
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AQR Substandard $344 $— $— $— $— $— $— $— $— $344
Collectively: evaluated for
impairment:
AQR Pass 5,543 854 1,439 1,657 5,515 624 261 397 — 16,290
AQR Special
Mention 11 — — — — 4 3 — — 18

AQR Substandard 8 — — — — — — — — 8
Unallocated — — — — — — — — 1,493 1,493

$5,906 $854 $1,439 $1,657 $5,515 $628 $264 $397 $1,493 $18,153
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7. Purchased Receivables
Purchased receivables are carried at their principal amount outstanding, net of a reserve for anticipated losses that
have not yet been identified, and have a maturity of less than one year.  Purchased receivable balances are charged
against this reserve when management believes that collection of principal is unlikely.  Management evaluates the
adequacy of the reserve for purchased receivable losses based on historical loss experience by class of receivable and
its assessment of current economic conditions.  As of June 30, 2016, the Company has one class of purchased
receivables.  There were no purchased receivables past due at June 30, 2016 or December 31, 2015, respectively, and
there were no restructured purchased receivables at June 30, 2016 or December 31, 2015.
Income on purchased receivables is accrued and recognized on the principal amount outstanding using an effective
interest method except when management believes doubt exists as to the collectability of the income or principal.  As
of June 30, 2016, the Company is accruing income on all purchased receivable balances outstanding.
The following table summarizes the components of net purchased receivables for the periods indicated:

(In Thousands) June 30,
2016

December 31,
2015

Purchased receivables $13,759 $13,507
Reserve for purchased receivable losses (163 )(181 )
Total $13,596 $13,326

The following table sets forth information regarding changes in the purchased receivable reserve for the three and six
month periods ending June 30, 2016 and 2015, respectively: 

Three
Months
Ended June
30,

Six Months
Ended June
30,

(In Thousands) 2016 2015 2016 2015
Balance at beginning of period $169 $265 $181 $289
Charge-offs — — — —
Recoveries — — — 30
     Charge-offs net of recoveries — — — 30
Reserve for (recovery from) purchased receivables (6 )(18 )(18 )(72 )
Balance at end of period $163 $247 $163 $247

The Company did not record any charge-offs in the first six months of 2016 and 2015, respectively.

8.  Derivatives
The Company enters into commercial loan interest rate swap agreements with commercial banking customers which
are offset with a corresponding swap agreement with a third party financial institution ("counterparty"). The Company
has agreements with its counterparties that contain provisions that provide that if the Company fails to maintain its
status as a well-capitalized institution, then the counterparty could terminate the derivative positions and the Company
would be required to settle its obligations under the agreements. These agreements also require that the Company and
the counterparty collateralize any fair value shortfalls that exceed $250,000 with eligible collateral, which includes
cash and securities backed with the full faith and credit of the federal government. Similarly, the Company could be
required to settle its obligations under the agreement if specific regulatory events occur, such as if the Company were
issued a prompt corrective action directive or a cease and desist order, or if certain regulatory ratios fall below
specified levels. The Company pledged $304,000 and $216,000 in available for sale securities to collateralize fair
value shortfalls on interest rate swap agreements as of June 30, 2016 and December 31, 2015, respectively.
The Company had interest rate swaps with an aggregate notional amount of $20.1 million and $21.3 million at
June 30, 2016 and December 31, 2015, respectively. At June 30, 2016, the notional amount of interest rate swaps is
made up of two variable to fixed rate swaps to commercial loan customers totaling $10.1 million, and two fixed to
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variable rate swaps with a counterparty totaling $10.1 million. Changes in fair value from these four interest rate
swaps offset each other in the first six months of 2016.
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The Company did not recognize any fee income related to interest rate swaps in the three or six month periods ending
June 30, 2016 or 2015, respectively. Interest rate swap income is recorded in other income on the Consolidated
Statements of Income.
The Company also uses derivatives to hedge the risk of changes in the fair values of interest rate lock commitments.
The Company enters into commitments to originate residential mortgage loans, and it enters into forward delivery
contracts to sell mortgage-backed securities to brokers/dealers at specific prices and dates in order to hedge the
interest rate risk in its residential mortgage loan commitments. Market risk with respect to commitments to originate
loans arises from changes in the value of contractual positions due to changes in interest rates. RML had commitments
to originate mortgage loans held for sale totaling $98.8 million and $71.3 million at June 30, 2016 and December 31,
2015, respectively. Changes in the value of RML's interest rate derivatives are recorded in the mortgage banking
income on the Consolidated Statements of Income.
The following table presents the fair value of derivatives not designated as hedging instruments at June 30, 2016 and
December 31, 2015:
(In Thousands) Asset Derivatives

June 30,
2016

December 31,
2015

Balance Sheet Location Fair
Value Fair Value

Interest rate contracts Other assets $366 $125
Interest rate lock commitments Other assets 2,580 1,514
Total $2,946 $1,639
(In Thousands) Liability Derivatives

June 30,
2016

December 31,
2015

Balance Sheet Location Fair
Value Fair Value

Interest rate contracts Other liabilities $950 $216
The following table presents the net gains of derivatives not designated as hedging instruments for the three month
periods ending June 30, 2016 and 2015, respectively:

(In Thousands) Income Statement Location June 30,2016
June 30,
2015

Interest rate contracts Mortgage banking income ($1,392) ($65 )
Interest rate lock commitments Mortgage banking income 1,020 573
Total ($372 ) $508
Our derivative transactions with counterparties under International Swaps and Derivative Association master
agreements include "right of set-off" provisions. "Right of set-off" provisions are legally enforceable rights to offset
recognized amounts and there may be an intention to settle such amounts on a net basis. We do not offset such
financial instruments for financial reporting purposes.
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The following table summarizes the derivatives that have a right of offset as of June 30, 2016 and December 31, 2015,
respectively:

June 30, 2016 Gross amounts not offset in the
Statement of Financial Position

(In Thousands) Gross amounts of recognized
assets and liabilities

Gross amounts
offset in the
Statement of
Financial
Position

Net
amounts of
assets and
liabilities
presented in
the
Statement
of Financial
Position

Financial
Instruments

Collateral
Posted Net Amount

Asset Derivatives
Interest rate
contracts $366 $— $366 $— $— $366

Liability
Derivatives
Interest rate
contracts $950 $— $950 $— $304 $646

December 31, 2015 Gross amounts not offset in the
Statement of Financial Position

(In Thousands) Gross amounts of recognized
assets and liabilities

Gross amounts
offset in the
Statement of
Financial
Position

Net
amounts of
assets and
liabilities
presented in
the
Statement
of Financial
Position

Financial
Instruments

Collateral
Posted Net Amount

Asset Derivatives
Interest rate
contracts $125 $— $125 $— $— $125

Liability
Derivatives
Interest rate
contracts $216 $— $216 $— $216 $—

9.  Stock Incentive Plan
The Company adopted the 2014 Stock Option Plan (“2014 Plan”) following shareholder approval of the 2014 Plan at the
2014 Annual Meeting.  Subsequent to the adoption of the 2014 Plan, no additional grants may be issued under the
prior plans.  The 2014 Plan provides for grants of up to 350,000 shares of common stock.
Stock Options:  Under the 2014 Plan and previous plans, certain key employees have been granted the option to
purchase set amounts of common stock at the market price on the day the option was granted.  Optionees, at their own
discretion, may cover the cost of exercise through the exchange at the then fair value of already owned shares of the
Company’s stock.  Options are granted for a 10-year period and vest on a pro-rata basis over the initial three years from
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grant.
The Company measures the fair value of each stock option at the date of grant using the Black-Scholes option pricing
model. For the quarters ended June 30, 2016 and 2015, the Company recognized $51,000 and $22,000, respectively,
in stock option compensation expense as a component of salaries and other personnel expense. For the six months
ended June 30, 2016 and 2015, the Company recognized $87,000 and $44,000, respectively, in stock option
compensation expense as a component of salaries and other personnel expense.
There were no exercises of stock options in the three and six month periods ended June 30, 2016, respectively.
The Company issued 224 shares from the exercise of stock options in the three and six months ended June 30, 2015,
respectively. Proceeds from the exercise of stock options in the three and six months ended June 30, 2015 were
$49,000, respectively. The Company withheld $49,000 to pay for stock option exercises or income taxes that resulted
from the exercise of stock options in the three and six months ended June 30, 2015, respectively.
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There were no stock options granted in the first six months of 2016 and 2015, respectively.
Restricted Stock Units:  The Company grants restricted stock units to certain key employees periodically.  Recipients
of restricted stock units do not pay any cash consideration to the Company for the shares and receive all dividends
with respect to such shares when the shares vest. Restricted stock units cliff vest at the end of a three-year time
period. For the three months ended June 30, 2016 and 2015, the Company recognized $165,000 and $97,000,
respectively, in restricted stock unit compensation expense as a component of salaries and other personnel expense.
For the six months ended June 30, 2016 and 2015, the Company recognized $290,000 and $193,000, respectively, in
restricted stock unit compensation expense as a component of salaries and other personnel expense.
There were no restricted stock units granted in the first six months of 2016 and 2015, respectively.

10.  Fair Value of Assets and Liabilities
The Company groups its assets and liabilities measured at fair value in three levels, based on the markets in which the
assets and liabilities are traded and the reliability of the assumptions used to determine fair value. These levels are:

•
Level 1:  Valuation is based upon quoted prices for identical instruments traded in active exchange markets, such as
the New York Stock Exchange.  Valuations are obtained from readily available pricing sources for market
transactions involving identical assets or liabilities.

•
Level 2:  Valuation is based upon quoted market prices for similar instruments in active markets, quoted prices
for identical or similar instruments in markets that are not active, and model-based valuation techniques for
which all significant assumptions are observable in the market.

•

Level 3:  Valuation is generated from model-based techniques that use significant assumptions not
observable in the market.  These unobservable assumptions reflect the Company’s estimation of assumptions
that market participants would use in pricing the asset or liability.  Valuation techniques include use of
option pricing models, discounted cash flow models and similar techniques.

The following methods and assumptions were used to estimate fair value disclosures.  All financial instruments are
held for other than trading purposes.
Cash and cash equivalents: Due to the short term nature of these instruments, the carrying amounts reported in the
consolidated balance sheets represent their fair values.
Investment securities: Fair values for investment securities are based on quoted market prices, where available.  If
quoted market prices are not available, fair values are based on quoted market prices of comparable
instruments.  Investments in Federal Home Loan Bank stock are recorded at cost, which also represents fair value.
Loans held for sale:  Due to the short term nature of these instruments, the carrying amounts reported in the
consolidated balance sheets approximate their fair values.
Loans:  Fair values were generally determined by discounting both principal and interest cash flows on pools of loans
expected to be collected using a discount rate for similar instruments with adjustments that the Company believes a
market participant would consider in determining fair value. The Company estimates the cash flows expected to be
collected using internal credit risk, interest rate and prepayment risk models that incorporate the Corporation’s best
estimate of current key assumptions, such as default rates, loss severity and prepayment speeds for the life of the loan.
Purchased receivables: Fair values for purchased receivables are based on their carrying amounts due to their short
duration and repricing frequency.  Generally, purchased receivables have a duration of less than one year.
Mortgage servicing rights: MSR are held at fair value. These assets are classified as Level 3 as quoted prices are not
available. In order to determine the fair value of MSRs, the present value of net expected future cash flows is
estimated. Assumptions used include market discount rates, anticipated prepayment speeds, escrow calculations,
delinquency rates, and ancillary fee income net of servicing costs. The model assumptions are also compared to
publicly filed information from several large MSR holders, as available.
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Accrued interest receivable: Due to the short term nature of these instruments, the carrying amounts reported in the
consolidated balance sheets represent their fair values.
Deposits: The fair value for deposits with stated maturities was determined by discounting contractual cash flows
using current market rates for instruments with similar maturities. For deposits with no stated maturities, the carrying
value was considered to approximate fair value and does not take into account the significant value of the cost
advantage and stability of the Company's long-term relationships with depositors.
Accrued interest payable: Due to the short term nature of these instruments, the carrying amounts reported in the
consolidated balance sheets represent their fair values.
Securities sold under repurchase agreements: Fair values for securities sold under repurchase agreements are based on
their carrying amounts due to their short duration and repricing frequency.
Borrowings: Due to the short term nature of these instruments, the carrying amount of short-term borrowings reported
in the consolidated balance sheets approximate the fair value.  Fair values for long-term borrowings are estimated
using a discounted cash flow calculation that applies currently offered interest rates to a schedule of aggregate
expected monthly payments.
Contingent liability, earn-out payments related to acquisition of RML: The contingent liability for estimated earn-out
payments included as a portion of the purchase price for RML is recorded in the balance sheet at it estimated fair
value, and fair value adjustments to the liability are reported in other operating expense. The fair value for this
contingent liability is estimated based on management's assessment of expected pre-tax income at RML over the
remaining earn out period. These cash flows are discounted to present value using the appropriate FHLB borrowing
rate. Inputs to this assessment include the general economic conditions in our markets that impact mortgage loan
originations, current and anticipated trends in local market demand for mortgage, including interest rates, and RML's
estimated market share.
Junior subordinated debentures: Fair value adjustments for junior subordinated debentures are based on discounted
cash flows to maturity using current interest rates for similar financial instruments.  Management utilized a market
approach to determine the appropriate discount rate for junior subordinated debentures.
Derivative instruments: The fair value of the interest rate lock commitments are estimated using quoted or published
market prices for similar instruments, adjusted for factors such as pull-through rate assumptions based on historical
information, where appropriate. The pull-through rate assumptions are considered Level 3 valuation inputs and are
significant to the interest rate lock commitment valuation; as such, the interest rate lock commitment derivatives are
classified as Level 3. Interest rate contracts are valued in a model, which uses as its basis a discounted cash flow
technique incorporating credit valuation adjustments to reflect nonperformance risk in the measurement of fair value.
Although the Bank has determined that the majority of inputs used to value its interest rate derivatives fall within
Level 2 of the fair value hierarchy, the credit valuation adjustments associated with its derivatives utilize Level 3
inputs, such as estimates of current credit spreads to evaluate the likelihood of default by itself and its counterparties.
However, as of June 30, 2016, the Bank has assessed the significance of the impact of these adjustments on the overall
valuation of its interest rate positions and has determined that they are not significant to the overall valuation of its
interest rate derivatives. As a result, the Bank has classified its interest rate derivative valuations in Level 2 of the fair
value hierarchy.
Assets subject to nonrecurring adjustment to fair value: The Company is also required to measure certain assets such
as equity method investments, goodwill, intangible assets, impaired loans, and other real estate owned (“OREO”) at fair
value on a nonrecurring basis in accordance with GAAP.  Any nonrecurring adjustments to fair value usually result
from the write down of individual assets.
The Company uses either in-house evaluations or external appraisals to estimate the fair value of OREO and impaired
loans as of each reporting date.  In-house appraisals are considered Level 3 inputs and external appraisals are
considered Level 2 inputs. The Company’s determination of which method to use is based upon several factors.  The
Company takes into account compliance with legal and regulatory guidelines, the amount of the loan, the size of the
assets, the location and type of property to be valued and how critical the timing of completion of the analysis is to the
assessment of value.  Those factors are balanced with the level of internal expertise, internal experience and market
information available, versus external expertise available such as qualified appraisers, brokers, auctioneers and
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equipment specialists.
The Company uses external sources to estimate fair value for projects that are not fully constructed as of the date of
valuation.  These projects are generally valued as if complete, with an appropriate allowance for cost of completion,
including contingencies developed from external sources such as vendors, engineers and contractors.  The Company
believes that recording other real estate owned that is not fully constructed based on as if complete values is more
appropriate than recording other real
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estate owned that is not fully constructed using as is values.  We concluded that as-is-complete values are appropriate
for these types of projects based on the accounting guidance for capitalization of project costs and subsequent
measurement of the value of real estate.  GAAP specifically states that estimates and cost allocations must be
reviewed at the end of each reporting period and reallocated based on revised estimates.  The Company adjusts the
carrying value of other real estate owned in accordance with this guidance for increases in estimated cost to complete
that exceed the fair value of the real estate at the end of each reporting period.
Commitments to extend credit and standby letters of credit: The fair value of commitments is estimated using the fees
currently charged to enter into similar agreements, taking into account the remaining terms of the agreements and the
present creditworthiness of the counterparties.  For fixed-rate loan commitments, fair value also considers the
difference between current levels of interest rates and the committed rates.  The fair value of letters of credit is based
on fees currently charged for similar agreements or on the estimated cost to terminate them or otherwise settle the
obligation with the counterparties at the reporting date.
Limitations: Fair value estimates are made at a specific point in time, based on relevant market information and
information about the financial instrument.  These estimates do not reflect any premium or discount that could result
from offering for sale at one time the Company’s entire holdings of a particular financial instrument.  Because no
market exists for a significant portion of the Company’s financial instruments, fair value estimates are based on
judgments regarding future expected loss experience, current economic conditions, risk characteristics of various
financial instruments, and other factors.  These estimates are subjective in nature and involve uncertainties and matters
of significant judgment and therefore cannot be determined with precision.  Changes in assumptions could
significantly affect the estimates.
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Estimated fair values as of the periods indicated are as follows:

June 30, 2016 December 31, 2015

(In Thousands) Carrying
Amount Fair Value Carrying

Amount Fair  Value

Financial assets:
Level 1 inputs:
     Cash, due from banks and deposits in other banks $74,756 $74,756 $58,673 $58,673
     Investment securities 71,121 71,121 43,033 43,033

Level 2 inputs:
     Investment securities 220,381 220,425 248,983 249,039
     Investment in Federal Home Loan Bank stock 1,966 1,966 1,816 1,816
     Accrued interest receivable 3,558 3,558 3,620 3,620
     Interest rate contracts 366 366 125 125

Level 3 inputs:
     Loans and loans held for sale 1,027,706 1,029,593 1,031,340 1,033,551
     Purchased receivables, net 13,596 13,596 13,326 13,326
     Interest rate lock commitments 2,580 2,580 1,514 1,514
     Mortgage servicing rights 2,602 2,602 1,654 1,654

Financial liabilities:
Level 2 inputs:
     Deposits $1,255,688 $1,255,709 $1,240,792 $1,240,223
     Securities sold under repurchase agreements 26,049 26,049 31,420 31,420
     Borrowings 4,362 4,204 2,120 2,101
     Accrued interest payable 126 126 56 56
     Interest rate contracts 950 950 216 216
Level 3 inputs:
     RML earn-out liability 7,483 7,483 6,624 6,624
     Junior subordinated debentures 18,558 19,691 18,558 17,433

Unrecognized financial instruments:
     Commitments to extend credit(1) $219,325 $2,193 $222,387 $2,224
     Standby letters of credit(1) 8,256 83 6,399 64
(1) Carrying amounts reflect the notional amount of credit exposure under these financial instruments.
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The following table sets forth the balances as of the periods indicated of assets measured at fair value on a recurring
basis:

(In Thousands) Total

Quoted
Prices in
Active
Markets
for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs (Level
3)

June 30, 2016
Assets:
    Available for sale securities
    U.S. Treasury and government sponsored entities $235,436 $30,315 $205,121 $—
    Municipal securities 9,341 — 9,341 —
    U.S. Agency mortgage-backed securities 6 — 6 —
    Corporate bonds 40,885 35,873 5,012 —
    Preferred stock 4,933 4,933 — —
           Total available for sale securities $290,601 $71,121 $219,480 $—
Interest rate contracts $366 $— $366 $—
Interest rate lock commitments 2,580 — — 2,580
Mortgage servicing rights 2,602 — — 2,602
           Total other assets $5,548 $— $366 $5,182
Liabilities:
Interest rate contracts $950 $— $950 $—
December 31, 2015
Assets:
Available for sale securities
U.S. Treasury and government sponsored entities $237,436 $35,008 $202,428 $—
Municipal securities 10,326 — 10,326 —
U.S. Agency mortgage-backed securities 809 — 809 —
Corporate bonds 39,018 4,501 34,517 —
Preferred stock 3,524 3,524 — —
           Total available for sale securities $291,113 $43,033 $248,080 $—
Interest rate contracts $125 $— $125 $—
Interest rate lock commitments 1,514 — — 1,514
Mortgage servicing rights 1,654 — — 1,654
           Total other assets $3,293 $— $125 $3,168
Liabilities:
Interest rate contracts $216 $— $216 $—
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The following table provides a reconciliation of the assets and liabilities measured at fair value using significant
unobservable inputs (Level 3) on a recurring basis during the three and six month periods ended June 30, 2016 and
2015, respectively:

(In Thousands) Beginning
balance

Change
included
in
earnings

Purchases
and
issuances

Sales and
settlements

Ending
balance

Net
change in
unrealized
gains
(losses)
relating to
items held
at end of
period

Three Months Ended June 30, 2016
Interest rate lock commitments $1,858 ($610 ) $6,027 ($4,695 ) $2,580 $2,580
Mortgage servicing rights 2,234 (245 ) 613 — 2,602 —
Total $4,092 ($855 ) $6,640 ($4,695 ) $5,182 $2,580
Three Months Ended June 30, 2015
Interest rate lock commitments $1,972 ($584 ) $5,705 ($5,606 ) $1,487 $1,487
Mortgage servicing rights 971 (29 ) — — 942 —
Total $2,943 ($613 ) $5,705 ($5,606 ) $2,429 $1,487

(In Thousands) Beginning
balance

Change
included
in
earnings

Purchases
and
issuances

Sales and
settlements

Ending
balance

Net
change in
unrealized
gains
(losses)
relating to
items held
at end of
period

Six Months Ended June 30, 2016
Interest rate lock commitments $1,514 ($1,058 )$10,443 ($8,319 ) $2,580 $2,580
Mortgage servicing rights 1,654 (357 )1,305 — 2,602 —
Total $3,168 ($1,415 )$11,748 ($8,319 ) $5,182 $2,580
Six Months Ended June 30, 2015
Interest rate lock commitments $841 ($1,132 )$10,891 ($9,113 ) $1,487 $1,487
Mortgage servicing rights 1,010 (68 )— — 942 —
Total $1,851 ($1,200 )$10,891 ($9,113 ) $2,429 $1,487
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As of and for the periods ending June 30, 2016 and December 31, 2015, respectively, no impairment or valuation
adjustment was recognized for assets recognized at fair value on a nonrecurring basis, except for certain assets as
shown in the following table.  For loans measured for impairment, the Company classifies fair value measurements
using observable inputs, such as external appraisals, as Level 2 valuations in the fair value hierarchy, and
unobservable inputs, such as in-house evaluations, as Level 3 valuations in the fair value hierarchy.    

(In Thousands) Total

Quoted
Prices in
Active
Markets
for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs (Level
3)

Total
(gains)
losses

June 30, 2016
  Loans measured for impairment $4,372$— $— $4,372 ($118 )
   Other real estate owned 796 — — 796 130
Total $5,168$— $— $5,168 $12
December 31, 2015
  Loans measured for impairment $1,061$— $— $1,061 $269
  Other real estate owned 830 — — 830 361
Total $1,891$— $— $1,891 $630

Assets and Liabilities Measured at Fair Value Using Significant Unobservable Inputs (Level 3)
The following table provides a description of the valuation technique, unobservable input, and qualitative information
about the unobservable inputs for the Company’s assets and liabilities classified as Level 3 and measured at fair value
on a recurring and nonrecurring basis at June 30, 2016:

Financial Instrument Valuation Technique Unobservable Input
Weighted
Average Rate
Range

Loans measured for
impairment

In-house valuation of
collateral Discount rate 25% -

30%
Interest rate lock commitment External pricing model Pull through rate 91.62 %

Mortgage servicing rights Discounted cash flow Constant prepayment rate 11.15% -
21.30%

Discount rate 8.87% -
10.50%

RML earn-out liability Discounted cash flow Discount rate 0.35% -
6.41%

Financial projections of mortgage
operations NA(1)

(1) Fair value of RML earn-out liability was calculated using estimated pre-tax net income per the merger agreement.
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11.  Segment Information
The Company's operations are managed along two operating segments: Community Banking and Home Mortgage
Lending. The Community Banking segment's principal business focus is the offering of loan and deposit products to
business and consumer customers in its primary market areas. As of June 30, 2016, the Community Banking segment
operated 14 branches throughout Alaska. The Home Mortgage Lending segment's principal business focus is the
origination and sale of mortgage loans for 1-4 family residential properties.
Summarized financial information for the Company's reportable segments and the reconciliation to the consolidated
financial results is shown in the following tables:

Three Months Ended June 30,
2016

(In Thousands) Community
Banking

Home
Mortgage
Lending

Consolidated

Interest income $14,246 $472 $14,718
Interest expense 417 222 639
   Net interest income 13,829 250 14,079
Provision for loan losses 200 — 200
Other operating income 3,354 8,510 11,864
Change in fair value, RML earn-out liability 687 — 687
Other operating expense 12,504 6,178 18,682
   Income before provision for income taxes 3,792 2,582 6,374
Provision for income taxes 805 1,063 1,868
Net income 2,987 1,519 4,506
Less: net income attributable to the noncontrolling interest 156 — 156
Net income attributable to Northrim BanCorp, Inc. $2,831 $1,519 $4,350

Three Months Ended June 30,
2015

(In Thousands) Community
Banking

Home
Mortgage
Lending

Consolidated

Interest income $14,354 $589 $14,943
Interest expense 370 378 748
   Net interest income 13,984 211 14,195
Provision for loan losses 376 — 376
Other operating income 3,704 7,859 11,563
Change in fair value, RML earn-out liability 587 — 587
Other operating expense 11,430 5,736 17,166
   Income before provision for income taxes 5,295 2,334 7,629
Provision for income taxes 1,722 964 2,686
Net income 3,573 1,370 4,943
Less: net income attributable to the noncontrolling interest 162 — 162
Net income attributable to Northrim BanCorp, Inc. $3,411 $1,370 $4,781
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Six Months Ended June 30, 2016

(In Thousands) Community
Banking

Home
Mortgage
Lending

Consolidated

Interest income $28,694 $842 $29,536
Interest expense 932 351 1,283
   Net interest income 27,762 491 28,253
Provision for loan losses 903 — 903
Other operating income 6,763 14,206 20,969
Change in fair value, RML earn-out liability 817 — 817
Other operating expense 24,810 11,113 35,923
   Income before provision for income taxes 7,995 3,584 11,579
Provision for income taxes 2,090 1,477 3,567
Net income 5,905 2,107 8,012
Less: net income attributable to the noncontrolling interest 286 — 286
Net income attributable to Northrim BanCorp, Inc. $5,619 $2,107 $7,726

Six Months Ended June 30, 2015

(In Thousands) Community
Banking

Home
Mortgage
Lending

Consolidated

Interest income $28,344 $985 $29,329
Interest expense 844 658 1,502
   Net interest income 27,500 327 27,827
Provision for loan losses 702 — 702
Other operating income 6,933 15,165 22,098
Change in fair value, RML earn-out liability 2,089 — 2,089
Other operating expense 23,252 10,873 34,125
   Income before provision for income taxes 8,390 4,619 13,009
Provision for income taxes 2,526 1,907 4,433
Net income 5,864 2,712 8,576
Less: net income attributable to the noncontrolling interest 234 — 234
Net income attributable to Northrim BanCorp, Inc. $5,630 $2,712 $8,342

June 30, 2016

(In Thousands) Community
Banking

Home
Mortgage
Lending

Consolidated

Total assets $1,436,273 $82,097 $1,518,370
Loans held for sale $— $60,360 $60,360
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December 31, 2015

(In Thousands) Community
Banking

Home
Mortgage
Lending

Consolidated

Total assets $1,431,759 $67,733 $1,499,492
Loans held for sale $— $50,553 $50,553

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
This discussion should be read in conjunction with the unaudited consolidated financial statements of Northrim
BanCorp, Inc. (the “Company”) and the notes thereto presented elsewhere in this report and with the Company’s Annual
Report on Form 10-K for the year ended December 31, 2015.
Except as otherwise noted, references to "we", "our", "us" or "the Company" refer to Northrim BanCorp, Inc. and its
subsidiaries that are consolidated for financial reporting purposes.
Note Regarding Forward Looking-Statements
This quarterly report on Form 10-Q includes “forward-looking statements,” as that term is defined for purposes of
Section 21E of the Securities Exchange Act of 1934, as amended, which are not historical facts. These
forward-looking statements describe management’s expectations about future events and developments such as future
operating results, growth in loans and deposits, continued success of the Company’s style of banking, and the strength
of the local economy. All statements other than statements of historical fact, including statements regarding industry
prospects and future results of operations or financial position, made in this report are forward-looking. We use words
such as “anticipate,” “believe,” “expect,” “intend” and similar expressions in part to help identify forward-looking statements.
Forward-looking statements reflect management’s current plans and expectations and are inherently uncertain. Our
actual results may differ significantly from management’s expectations, and those variations may be both material and
adverse. Forward-looking statements are subject to various risks and uncertainties that may cause our actual results to
differ materially and adversely from our expectations as indicated in the forward-looking statements. These risks and
uncertainties include: the general condition of, and changes in, the Alaska economy; our ability to maintain or expand
our market share or net interest margin; our ability to maintain asset quality; our ability to implement our marketing
and growth strategies; and our ability to execute our business plan. Further, actual results may be affected by
competition on price and other factors with other financial institutions; customer acceptance of new products and
services; the regulatory environment in which we operate; and general trends in the local, regional and national
banking industry and economy. Many of these risks, as well as other risks that may have a material adverse impact on
our operations and business, are identified in Part II. Item 1A Risk Factors of this report and Item 1A in the
Company's Annual Report on form 10-K for the year ended December 31, 2015, as well as in our other filings with
the Securities and Exchange Commission. However, you should be aware that these factors are not an exhaustive list,
and you should not assume these are the only factors that may cause our actual results to differ from our expectations.
In addition, you should note that forward looking statements are made only as of the date of this report and that we do
not intend to update any of the forward-looking statements or the uncertainties that may adversely impact those
statements, other than as required by law.
Critical Accounting Policies
The preparation of the consolidated financial statements requires us to make a number of estimates and assumptions
that affect the reported amounts and disclosures in the consolidated financial statements. On an ongoing basis, we
evaluate our estimates and assumptions based upon historical experience and various other factors and
circumstances.  We believe that our estimates and assumptions are reasonable; however, actual results may differ
significantly from these estimates and assumptions which could have a material impact on the carrying value of assets
and liabilities at the balance sheet dates and on our results of operations for the reporting periods.

Edgar Filing: NORTHRIM BANCORP INC - Form 10-Q

51



The accounting policies that involve significant estimates and assumptions by management, which have a material
impact on the carrying value of certain assets and liabilities, are considered critical accounting policies. The
Company’s critical accounting policies include those that address the accounting for the allowance for loan losses
("Allowance"), valuation of goodwill and other intangible assets, the valuation of other real estate owned, the
valuation of mortgage servicing rights, and the earn-out liability incurred in connection with our acquisition of
Residential Mortgage Holding Company, LLC ("RML").  These critical accounting policies are further described in
Item 7, Management’s Discussion and Analysis, and in Note 1, Summary of Significant Accounting
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Policies, of the Notes to Consolidated Financial Statements in the Company’s Form 10-K for the year ended December
31, 
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