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124,000 Shares of Fixed Rate Cumulative Perpetual Preferred Stock, Series A
Liquidation Preference Amount $1,000 Per Share

This prospectus supplement relates to the offer and sale of 124,000 shares of our Fixed Rate Cumulative Perpetual
Preferred Stock, Series A, $.01 par value per share (the “Preferred Shares”), liquidation preference amount $1,000 per
share, by the United States Department of the Treasury (“Treasury”). We issued the Preferred Shares to Treasury on
November 21, 2008 as part of Treasury’s Troubled Asset Relief Capital Purchase Program (the “CPP”) in a private
placement exempt from the registration requirements of the Securities Act of 1933, as amended (the “Securities Act”).

We will not receive any proceeds from the sale of any Preferred Shares sold by Treasury.

Dividends on the Preferred Shares are payable quarterly in arrears on each February 15, May 15, August 15 and
November 15. The initial dividend rate is 5% per annum through February 14, 2014, and will increase to 9% per
annum on and after February 15, 2014 if not otherwise redeemed earlier for cash by us. We may not pay dividends on
the Preferred Shares without prior regulatory approval. We may redeem the Preferred Shares, at any time, in whole or
in part, at our option, subject to prior approval by the appropriate federal banking agency, for cash, for a redemption
price equal to 100% of the liquidation preference amount per Preferred Share plus any accrued and unpaid dividends
to but excluding the date of redemption.

The Preferred Shares will not be listed for trading on any stock exchange or available for quotation on any national
quotation system.

The public offering price and the allocation of the Preferred Shares in this offering will be determined by an auction
process. During the auction period, potential bidders will be able to place bids to purchase Preferred Shares at any
price (such bid price to be in increments of $0.01). However, the minimum size for any bid will be one Preferred
Share. If Treasury decides to sell any of the offered Preferred Shares, the public offering price of such Preferred
Shares will equal the clearing price set in the auction plus accrued dividends thereon. The clearing price will be equal
to the highest price in the auction for which the quantity of all bids at or above such price equals the number of
Preferred Shares that Treasury elects to sell. In certain cases, the bids of bidders may be pro-rated. Even if bids are
received for all of the offered Preferred Shares, Treasury may decide not to sell any Preferred Shares, regardless of the
clearing price set in the auction process. The method for submitting bids and a more detailed description of this
auction process are described in “Auction Process” beginning on page S-37 of this prospectus supplement.

Investing in the Preferred Shares involves risks. You should read the “Risk Factors” section beginning on page S-10 of
this prospectus supplement, page 3 of the accompanying prospectus and in our Annual Report on Form 10-K for the
year ended December 31, 2011 before making a decision to invest in the Preferred Shares.
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Per Share Total
Public offering price(1) $ 884.8200 $ 109,717,680.00
Underwriting discounts and commissions to
be paid by
Treasury(2) $ 132723 $ 1,645,765.20
Proceeds to Treasury(1) $ 8715477 $ 108,071,914.80

(1) Plus accrued dividends from and including February 15, 2012.
(2) Treasury has agreed to pay all underwriting discounts and commissions and transfer taxes. We have agreed to
pay all transaction fees, if any, applicable to the sale of the Preferred Shares and the reasonable fees and
disbursements of counsel for Treasury incurred in connection with this offering.

None of the Securities and Exchange Commission (the “SEC”), the Federal Deposit Insurance Corporation (the “FDIC”),
the Board of Governors of the Federal Reserve System (the “Federal Reserve”), any state or other securities commission
or any other federal or state bank regulatory agency has approved or disapproved of these securities or passed upon

the adequacy or accuracy of this prospectus supplement or the accompanying prospectus. Any representation to the
contrary is a criminal offense.

The Preferred Shares are not savings accounts, deposits or other obligations of any bank, thrift or other depositary
institution and are not insured or guaranteed by the FDIC or any other governmental agency or instrumentality.

The underwriters expect to deliver the Preferred Shares in book-entry form through the facilities of The Depository
Trust Company and its participants against payment on or about April 3, 2012.

Joint Book-Running Managers
BofA Merrill Lynch Sandler O’Neill + Partners, L.P.

Co-Managers

Drexel Hamilton SL Hare Capital TBC Securities

The date of this prospectus supplement is March 28, 2012.




Edgar Filing: BANNER CORP - Form 424B5

TABLE OF CONTENTS
Prospectus Supplement

ABOUT THIS PROSPECTUS SUPPLEMENT
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
WHERE YOU CAN FIND MORE INFORMATION
INCORPORATION OF CERTAIN INFORMATION BY REFERENCE
SUMMARY
RISK FACTORS
USE OF PROCEEDS
RATIOS OF EARNINGS TO FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS
DESCRIPTION OF PREFERRED SHARES
AUCTION PROCESS
SELLING SHAREHOLDER
U.S. FEDERAL INCOME TAX CONSEQUENCES
UNDERWRITING
LEGAL MATTERS
EXPERTS

Prospectus

ABOUT THIS PROSPECTUS

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
WHERE YOU CAN FIND MORE INFORMATION

PROSPECTUS SUMMARY

RISK FACTORS

USE OF PROCEEDS

RATIOS OF EARNINGS TO FIXED CHARGES AND PREFERRED STOCK DIVIDEND

REQUIREMENT

REGULATORY CONSIDERATIONS
DESCRIPTION OF SERIES A PREFERRED STOCK
DESCRIPTION OF DEPOSITARY SHARES
DESCRIPTION OF WARRANT

DESCRIPTION OF CAPITAL STOCK

SELLING SECURITYHOLDERS

PLAN OF DISTRIBUTION

LEGAL MATTERS

EXPERTS

S-i
S-i
S-ii
S-iii
S-1
S-10
S-30

S-30
S-31
S-37
S-43
S-45
S-50
S-53
S-53

iii
iii
v

17

18
19
23
23
25
28
29
31
31




Edgar Filing: BANNER CORP - Form 424B5

ABOUT THIS PROSPECTUS SUPPLEMENT

You should read this prospectus supplement, the accompanying prospectus and the additional information described
under the headings “Where You Can Find More Information” and “Incorporation of Certain Information by Reference”
before you make a decision to invest in the Preferred Shares. In particular, you should review the information under

the heading “Risk Factors” set forth on page S-10 of this prospectus supplement, the information set forth under the
heading “Risk Factors” set forth on page 3 in the accompanying prospectus and the information under the heading “Risk
Factors” included in our Annual Report on Form 10-K for the year ended December 31, 2011, which is incorporated by
reference herein. You should rely only on the information contained or incorporated by reference in this prospectus
supplement, the accompanying prospectus and any related free writing prospectus required to be filed with the

SEC. Neither we nor Treasury nor the underwriters are making an offer to sell the Preferred Shares in any manner in
which, or in any jurisdiction where, the offer or sale thereof is not permitted. We have not authorized any person to
provide you with different or additional information. If any person provides you with different or additional
information, you should not rely on it. You should assume that the information in this prospectus supplement, the
accompanying prospectus, any such free writing prospectus and the documents incorporated by reference herein and
therein is accurate only as of its date or the date which is specified in those documents. Our business, financial
condition, capital levels, cash flows, liquidity, results of operations and prospects may have changed since any such
date.

As used throughout this prospectus supplement, the terms “we,” “our,” “us,” or the “Company” refer to Banner Corporation
and its consolidated subsidiaries, unless the context otherwise requires. All references to “Banner” refer to Banner
Corporation and those to “the Banks” refer to its wholly-owned subsidiaries, Banner Bank and Islanders Bank,
collectively.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain matters in this prospectus supplement, the accompanying prospectus and the documents incorporated herein

and therein by reference constitute forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. These statements relate to our financial condition, liquidity, results of operations, plans,
objectives, future performance or business. Forward-looking statements are not statements of historical fact, are based
on certain assumptions and are generally identified by use of the words “believes,” “expects,” “anticipates,” “estimates,”
“forecasts,” “intends,” “plans,” “targets,” “potentially,” “probably,” “projects,” “outlook™ or similar expressions or future or co
verbs such as “may,” “will,” “should,” “would” and “could.” Forward-looking statements include statements with respect to o
beliefs, plans, objectives, goals, expectations, assumptions and statements about future economic performance and

projections of financial items. These forward-looking statements are subject to known and unknown risks,

uncertainties and other factors that could cause actual results to differ materially from the results anticipated or

implied by our forward-looking statements, including, but not limited to: the credit risks of lending activities,

including changes in the level and trend of loan delinquencies and write-offs and changes in our allowance for loan

losses and provision for loan losses that may be impacted by deterioration in the housing and commercial real estate

markets and may lead to increased losses and nonperforming assets in our loan portfolio, and may result in our

allowance for loan losses not being adequate to cover actual losses and require us to materially increase our reserves;

changes in general economic conditions, either nationally or in our market areas; changes in the levels of general

interest rates and the relative differences between short and long-term interest rates, deposit interest rates, our net

interest margin and funding sources; fluctuations in the demand for loans, the number of unsold homes, land and other
properties and fluctuations in real estate values in our market areas; secondary market conditions for loans and our

ability to sell loans in the secondary market; results of examinations of us by the Board of Governors of the Federal

Reserve System (the “Federal Reserve Board”) and of our bank subsidiaries by the Federal Deposit Insurance
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Corporation (the “FDIC”), the Washington State Department of Financial Institutions, Division of Banks (the

“Washington DFI”) or other regulatory authorities, including the possibility that any such regulatory authority may,
among other things, institute a
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formal or informal enforcement action against us or any of the Banks which could require us to increase our reserve
for loan losses, write-down assets, change our regulatory capital position or affect our ability to borrow funds, or
maintain or increase deposits, or impose additional requirements and restrictions on us, any of which could adversely
affect our liquidity and earnings; our compliance with regulatory enforcement actions; the requirements and
restrictions that have been imposed upon Banner and Banner Bank under the memoranda of understanding with the
Federal Reserve Bank of San Francisco (in the case of Banner) and the FDIC and the Washington DFI (in the case of
Banner Bank) and the possibility that Banner and Banner Bank will be unable to fully comply with the memoranda of
understanding, which could result in the imposition of additional requirements or restrictions; legislative or regulatory
changes that adversely affect our business, including changes in regulatory policies and principles, or the
interpretation of regulatory capital or other rules; the impact of the Dodd-Frank Wall Street Reform and Consumer
Protection Act and the implementing regulations; our ability to attract and retain deposits; increases in premiums for
deposit insurance; our ability to control operating costs and expenses; the use of estimates in determining fair value of
certain of our assets and liabilities, which estimates may prove to be incorrect and result in significant changes in
valuation; difficulties in reducing risk associated with the loans on our balance sheet; staffing fluctuations in response
to product demand or the implementation of corporate strategies that affect our work force and potential associated
charges; the failure or security breach of computer systems on which we depend; our ability to retain key members of
our senior management team; costs and effects of litigation, including settlements and judgments; our ability to
implement our business strategies; our ability to successfully integrate any assets, liabilities, customers, systems, and
management personnel we may acquire into our operations and our ability to realize related revenue synergies and
cost savings within expected time frames and any goodwill charges related thereto; our ability to manage loan
delinquency rates; increased competitive pressures among financial services companies; changes in consumer
spending, borrowing and savings habits; the availability of resources to address changes in laws, rules, or regulations
or to respond to regulatory actions; our ability to pay dividends on our common and preferred stock (including the
Preferred Shares) and interest or principal payments on our debt (including our outstanding junior subordinated
debentures) from a financial or regulatory standpoint or otherwise; adverse changes in the securities markets; inability
of key third-party providers to perform their obligations to us; changes in accounting policies and practices, as may be
adopted by the financial institution regulatory agencies or the Financial Accounting Standards Board, including
additional guidance and interpretation on accounting issues and details of the implementation of new accounting
methods; the economic impact of war or any terrorist activities; other economic, competitive, governmental,
regulatory, and technological factors affecting our operations, pricing, products and services; future legislative
changes in the United States Department of Treasury (‘“Treasury”) Troubled Asset Relief Program (TARP) Capital
Purchase Program; and other risks detailed from time to time in our filings with the Securities and Exchange
Commission (the “SEC”), including certain matters in this prospectus supplement, the accompanying prospectus and the
documents incorporated herein and therein by reference. Any forward-looking statements are based upon
management’s beliefs and assumptions at the time they are made. We do not undertake and specifically disclaim any
obligation to update any forward-looking statements included in this prospectus supplement, the accompanying
prospectus or the documents incorporated herein and therein by reference or the reasons why actual results could
differ from those contained in such statements, whether as a result of new information, future events or

otherwise. These risks could cause our actual results to differ materially from those expressed in any forward-looking
statements by, or on behalf of, us. In light of these risks, uncertainties and assumptions, our forward-looking
statements might not occur, and you should not put undue reliance on any forward-looking statements.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), and file with the SEC proxy statements, Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and
Current Reports on Form 8-K, as required of a U.S. listed company. You may read and copy any document we file at
the SEC’s public reference room at 100 F Street, NE, Room 1580, Washington, D.C. 20549. Please call the SEC at
1-888-SEC-0330 for further information on the public reference rooms. Our SEC filings are also available to the
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public from the SEC’s web site at www.sec.gov or
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on our website at http://www.bannerbank.com. However, the information on, or that can be accessible through, our
website does not constitute a part of, and is not incorporated by reference in, this prospectus supplement or the
accompanying prospectus. Copies of the documents we file with the SEC are available if you call or write to:
Investors Relation, Banner Corporation, P.O. Box 907, Walla Walla, Washington 99362, telephone: (800) 272-9933.

This prospectus supplement and the accompanying prospectus are part of a registration statement on Form S-3 filed by
us with the SEC under the Securities Act. As permitted by the SEC, this prospectus supplement and the accompanying
prospectus do not contain all the information in the registration statement filed with the SEC. For a more complete
understanding of this offering, you should refer to the complete registration statement, including exhibits, on Form S-3
that may be obtained as described above. Statements contained in this prospectus supplement and the accompanying
prospectus about the contents of any contract or other document are not necessarily complete. This prospectus
supplement may also add, update and change information contained in the accompanying prospectus. To the extent
that any statement that we make in this prospectus supplement is inconsistent with the statements made in the
accompanying prospectus, the statements made in the accompanying prospectus are deemed modified or superseded
by the statements made in this prospectus supplement. If we have filed any contract or other document as an exhibit
to the registration statement or any other document incorporated by reference in the registration statement, you should
read the exhibit for a more complete understanding of the contract or other document or matter involved. Each
statement regarding a contract or other document is qualified in its entirety by reference to the actual contract or other
document.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to incorporate by reference the information that we file with it, which means that we can disclose
important information to you by referring you to other documents. The information incorporated by reference is an
important part of this prospectus supplement and the accompanying prospectus. We incorporate by reference the
following documents and any future filings made with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the
Exchange Act after the date of this prospectus supplement and prior to the termination of this offering (other than
information “furnished” rather than “filed” and information that is modified or superseded by subsequently filed
documents prior to the termination of this offering):

¢ the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2011;
¢ the Company’s Current Reports on Form 8-K filed on March 22, 2012 and March 28, 2012; and

¢ the Company’s Definitive Proxy Statement related to its 2012 annual meeting of shareholders, as filed with the SEC
on March 21, 2012.

We will provide without charge, upon written or oral request, a copy of any or all of the documents that are
incorporated by reference into this prospectus supplement and the accompanying prospectus and a copy of any or all
other contracts or documents which are referred to in this prospectus supplement or the accompanying prospectus.
Copies of the documents we file with the SEC are available without charge to you on the Internet at
http://www.bannerbank.com or if you call or write to: Investors Relation, Banner Corporation, P.O. Box 907, Walla
Walla, Washington 99362, telephone: (800) 272-9933. The reference to our website is not intended to be an active
link and the information on, or that can be accessible through, our website is not, and you must not consider such
information to be, a part of this prospectus supplement or the accompanying prospectus.

S-iii
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SUMMARY

This summary highlights selected information contained elsewhere or incorporated by reference in this prospectus
supplement and the accompanying prospectus and may not contain all the information that you need to consider in
making your investment decision to purchase the Preferred Shares. You should carefully read this entire prospectus
supplement and the accompanying prospectus, as well as the information incorporated by reference herein and therein,
before deciding whether to invest in the Preferred Shares. You should carefully consider the sections entitled “Risk
Factors” in this prospectus supplement, the accompanying prospectus and the documents incorporated by reference
herein and therein to determine whether an investment in the Preferred Shares is appropriate for you.

The Company

Banner Corporation is a bank holding company incorporated in the State of Washington. We are primarily engaged in
the business of planning, directing and coordinating the business activities of our wholly-owned subsidiaries, Banner
Bank and Islanders Bank. Banner Bank is a Washington-chartered commercial bank that conducts business from its
main office in Walla Walla, Washington and, as of December 31, 2011, its 86 branch offices and seven loan
production offices located in Washington, Oregon and Idaho. Islanders Bank is also a Washington-chartered
commercial bank that conducts business from three locations in San Juan County, Washington. Banner Corporation is
subject to regulation by the Federal Reserve Board. Banner Bank and Islanders Bank are subject to regulation by the
Washington DFI and the FDIC. As of December 31, 2011, we had total consolidated assets of $4.3 billion, net loans
of $3.2 billion, total deposits of $3.5 billion and total stockholders’ equity of $532 million.

Banner Bank is a regional bank which offers a wide variety of commercial banking services and financial products to
individuals, businesses and public sector entities in its primary market areas. Islanders Bank is a community bank
which offers similar banking services to individuals, businesses and public entities located in the San Juan

Islands. Our primary business is that of traditional banking institutions, accepting deposits and originating loans in
locations surrounding our offices in portions of Washington, Oregon and Idaho. Banner Bank is also an active
participant in the secondary market, engaging in mortgage banking operations largely through the origination and sale
of one- to four-family residential loans. Lending activities include commercial business and commercial real estate
loans, agriculture business loans, construction and land development loans, one- to four-family residential loans and
consumer loans. A portion of Banner Bank’s construction and mortgage lending activities are conducted through its
subsidiary, Community Financial Corporation, which is located in the Lake Oswego area of Portland, Oregon. Our
common stock is traded on the NASDAQ Global Select Market under the ticker symbol “BANR.” Increased loan
delinquencies and defaults, particularly in the residential construction and land development portions of our loan
portfolio, have materially adversely affected our results of operations for the past four years. While delinquencies and
other non-performing assets at December 31, 2011 were substantially reduced from a year earlier and our 2011 results
of operations were much improved, including a return to profitability, it is still difficult to predict when and how
general economic conditions and the weak housing markets that caused this increased level of delinquencies and
defaults will meaningfully improve. However, we are encouraged by the recent quicker pace of problem asset
resolution as well as the significant reduction in non-performing assets over the last year and remain diligent in our
efforts to further improve our risk profile. Our goal is to position Banner Corporation with a moderate risk profile and
to maintain that profile going forward.

Since becoming a public company in 1995, we have invested significantly in expanding our branch and distribution
systems with a primary emphasis on strengthening our market presence in our five primary markets in the

Northwest. Those markets include the four largest metropolitan areas in the Northwest, i.e., the Puget Sound region of
Washington and the greater Boise, Idaho, Portland, Oregon, and Spokane, Washington markets, as well as our

10
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historical base in the vibrant agricultural communities in the Columbia Basin region of Washington and Oregon. Our
aggressive franchise expansion during this period included the acquisition and consolidation of eight commercial
banks, as well as the opening of 27 new branches and relocating nine others.

S-1
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Over the past ten years, we also invested heavily in advertising campaigns designed to significantly increase the brand
awareness for Banner Bank. These investments, which have been significant elements in our strategies to grow loans,
deposits and customer relationships, have increased our presence within desirable marketplaces and allow us to better
serve existing and future customers. This emphasis on growth and development resulted in an elevated level of
operating expenses during much of this period; however, we believe that the expanded branch network and heightened
brand awareness have created a franchise that is well positioned to allow us to successfully execute on our super
community bank model. That strategy is focused on delivering customers, including middle market and small
businesses, business owners, their families and employees, a compelling value proposition by providing the financial
sophistication and breadth of products of a regional bank while retaining the appeal and superior service level of a
community bank.

The Offering

The following summary contains basic information about the Preferred Shares and the auction process and is not
intended to be complete and does not contain all the information that is important to you. For a more complete
understanding of the Preferred Shares and the auction process, you should read the sections of this prospectus
supplement entitled “Description of Preferred Shares” and “Auction Process” and any similar sections in the
accompanying prospectus.

Issuer Banner Corporation

Preferred Shares Offered by 124,000 shares of our Fixed Rate Cumulative Perpetual Preferred Stock, Series A, $.01

Treasury par value per share. The number of Preferred Shares to be sold will depend on the
number of bids received in the auction described below and whether Treasury decides
to sell any Preferred Shares in the auction process. See the section entitled “Auction
Process” in this prospectus supplement.

Liquidation Preference If we liquidate, dissolve or wind up (collectively, a “liquidation”), holders of the
Preferred Shares will have the right to receive $1,000 per share, plus any accrued and
unpaid dividends (including dividends accrued on any unpaid dividends) to, but not
including, the date of payment, before any payments are made to holders of our
common stock or any other capital stock that ranks, by its terms, junior as to rights
upon liquidation to the Preferred Shares.

Dividends Dividends on the Preferred Shares are payable quarterly in arrears on each February
15, May 15, August 15 and November 15. The initial dividend rate is 5% per annum
through February 14, 2014, and will increase to 9% per annum on and after February
15, 2014 if not otherwise redeemed earlier for cash by us. Holders of Preferred Shares
sold by Treasury in the auction, if any, that are record holders on the record date for
the May 15, 2012 dividend payment date will be entitled to any declared dividends
payable on such date.

Maturity The Preferred Shares have no maturity date.
Rank The Preferred Shares rank (i) senior to common stock or any other capital stock that
ranks, by its terms, junior as to dividend rights and/or rights upon liquidation to the

Preferred Shares (collectively, the “Junior Stock™), (ii) equally with any shares of our
capital stock

12
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whose terms do not expressly provide that such class or series will rank senior or
junior to the Preferred Shares as to dividend rights and/or rights upon liquidation
(collectively, the “Parity Stock™) and (iii) junior to all of our existing and future
indebtedness and any future senior securities, in each case as to dividend rights and/or
rights upon liquidation.

So long as the Preferred Shares remain outstanding, we may not declare or pay a
dividend or other distribution on our common stock or any other shares of Junior Stock
(other than dividends payable solely in common stock) or Parity Stock (other than
dividends paid on a pro rata basis with the Preferred Shares), and we generally may not
directly or indirectly purchase, redeem or otherwise acquire any shares of common
stock, Junior Stock or Parity Stock unless all accrued and unpaid dividends on the
Preferred Shares for all past dividend periods are paid in full.

We may redeem the Preferred Shares, at any time, in whole or in part, at our option,
subject to prior approval by the appropriate federal banking agency, for a redemption
price equal to 100% of the liquidation preference amount per Preferred Share plus any
accrued and unpaid dividends (including dividends accrued on any unpaid dividends)
to but excluding the date of redemption. We have not applied for such regulatory
approval and have no present intention to redeem any of the Preferred Shares,
although, in the future, we may seek such approval.

Holders of the Preferred Shares generally have no voting

rights. However, if we do not pay dividends on the Preferred Shares for six or more
quarterly periods, whether or not consecutive, the holders of the Preferred Shares,
voting as a single class with the holders of any other Parity Stock upon which like
voting rights have been conferred and are exercisable, will be entitled to vote for the
election of two additional directors to serve on our Board of Directors until all accrued
and unpaid dividends (including dividends accrued on any unpaid dividends) on the
Preferred Shares are paid in full.

In addition, the affirmative vote of the holders of at least 66-2/3% of the outstanding
Preferred Shares is required for us to authorize, create or increase the authorized
number of shares of our capital stock ranking, as to dividends or amounts payable upon
liquidation, senior to the Preferred Shares, to amend, alter or repeal any provision of
our Amended and Restated Articles of Incorporation or the Articles of Amendment for
the Preferred Shares in a manner that adversely affects the rights of the holders of the
Preferred Shares or to consummate a binding share exchange or reclassification of the
Preferred Shares or a merger or consolidation of us with another entity unless (x) the
Preferred Shares remain outstanding or are converted into or exchanged for preference
shares of the surviving entity or its ultimate parent and (y) the Preferred Shares remain
outstanding or such preference shares have such terms that are not materially less
favorable, taken as a whole,

14
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than the rights of the Preferred Shares immediately prior to such transaction, taken as a
whole.

The public offering price and the allocation of the Preferred Shares in this offering
will be determined through an auction process conducted by Merrill Lynch, Pierce,
Fenner & Smith Incorporated and Sandler O’Neill & Partners, L.P., the joint
book-running managers in this offering, in their capacity as the auction agents. The
auction process will entail a modified “Dutch auction” mechanic in which bids may be
submitted through the auction agents or one of the other brokers that is a member of
the broker network, which are collectively referred to in this prospectus supplement as
the “network brokers,” established in connection with the auction process. Each broker
will make suitability determinations with respect to its own customers wishing to
participate in the auction process. The auction agents will not provide bidders with
any information about the bids of other bidders or auction trends, or with advice
regarding bidding strategies, in connection with the auction process. We encourage
you to discuss any questions regarding the bidding process and suitability
determinations applicable to your bids with your broker. We do not intend to submit
any bids in the auction. For more information about the auction process, see “Auction
Process” in this prospectus supplement.

This offering is being conducted using an auction process in which prospective
purchasers are required to bid for the Preferred Shares. During the auction period,
bids may be placed for Preferred Shares at any price (such bid price to be in
increments of $0.01) with a minimum bid size of one Preferred Share. See “Auction
Process” in this prospectus supplement.

The auction will commence at 8:30 a.m., New York City time, on the date specified by
the auction agents in a press release issued prior to the opening of the equity markets
on such day, and will close at 6:30 p.m., New York City time, on the second business
day immediately thereafter, which is referred to as the “submission deadline.”

Bids that have not been modified or withdrawn by the time of the submission deadline
are final and irrevocable, and bidders who submit bids that are accepted by Treasury
will be obligated to purchase the Preferred Shares allocated to them. The auction
agents are under no obligation to reconfirm bids for any reason, except as may be
required by applicable securities laws; however, the auction agents, in their sole
discretion, may require that bidders confirm their bids before the auction process
closes. See “Auction Process” in this prospectus supplement.

The price at which the Preferred Shares will be sold to the public will be the clearing
price set by the auction process plus accrued dividends thereon. The clearing price
will be determined based on the number of valid, irrevocable bids at the time of the
submission
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deadline that Treasury decides, in its sole discretion, to accept. The clearing price will
be equal to the highest price in the auction for which the quantity of all bids at or above
such price equals the number of Preferred Shares that Treasury has elected to sell.

Unless Treasury decides not to sell any Preferred Shares or as otherwise described
below, the Preferred Shares will be sold to bidders at the clearing price plus accrued
dividends. Even if bids are received for all or more of the offered Preferred Shares,
Treasury may decide not to sell any Preferred Shares in the auction process or may sell
less than all of the offered Preferred Shares. If Treasury decides to sell Preferred
Shares in the auction, after Treasury confirms its acceptance of the clearing price and
the number of Preferred Shares to be sold, the auction agents and each network broker
that has submitted a successful bid will notify successful bidders that the auction has
closed and that their bids have been accepted by Treasury (subject, in some cases, to
pro-ration, as described below). The clearing price and number of Preferred Shares to
be sold are also expected to be announced by press release on the business day
following the end of the auction. See “Auction Process” in this prospectus supplement.

Number of Preferred Shares toEven if bids are received for all or more of the offered Preferred Shares, Treasury may

be Sold

Allocation; Pro-Ration

Use of Proceeds

Listing

Risk Factors

S-5

decide not to sell any Preferred Shares or may decide only to sell a portion of the
Preferred Shares in the auction process, regardless of the clearing price. If Treasury
elects to sell any Preferred Shares in the auction, Treasury must sell those shares
(which may only represent a portion of the offered Preferred Shares) at the clearing
price. In no event will Treasury sell more Preferred Shares than the number of
Preferred Shares for which there are bids. See “Auction Process” in this prospectus
supplement.

If Treasury elects to sell Preferred Shares in the offering, then any accepted bids
submitted in the auction above the clearing price will receive allocations in full, while
any accepted bids submitted at the clearing price may experience pro-rata

allocation. See “Auction Process” in this prospectus supplement.

We will not receive any proceeds from the sale of any Preferred Shares sold by
Treasury. See “Use of Proceeds.”

The Preferred Shares will not be listed for trading on any stock exchange nor will they
be available for quotation on any national quotation system.

See “Risk Factors” and other information included or incorporated by reference in this
prospectus supplement and the accompanying prospectus for a discussion of factors
you should consider carefully before making a decision to invest in the Preferred
Shares.
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Auction Agents

Network Brokers

Edgar Filing: BANNER CORP - Form 424B5

Merrill Lynch, Pierce, Fenner & Smith Incorporated and Sandler O’Neill & Partners, L.P.

See page S-38 for a list of brokers participating as network brokers in the auction process.
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Summary of Selected Consolidated Financial Information

The following table sets forth selected consolidated financial information as of and for the fiscal years ended
December 31, 2011, 2010, 2009, 2008 and 2007 and is derived from our audited consolidated financial statements.
This information should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” and our consolidated financial statements and related notes included in our Annual Report
on Form 10-K for the fiscal year ended December 31, 2011, which has been filed with the SEC and is incorporated by
reference in this prospectus supplement and the accompanying prospectus. See “Incorporation of Certain Information
by Reference” in this prospectus supplement.

FINANCIAL CONDITION DATA:
December 31

(In thousands) 2011 2010 2009 2008 2007
Total assets $4,257,312 $4,406,082 $4,722,221 $4,584,368 $ 4,492,658
Loans receivable, net 3,213,426 3,305,716 3,694,852 3,886,211 3,763,790
Cash and securities (1) 754,396 729,345 640,657 419,718 354,809
Deposits 3,475,654 3,591,198 3,865,550 3,778,850 3,620,593
Borrowings 212,649 267,761 414,315 318,421 372,039
Common stockholders’ equity 411,748 392,472 287,721 317,433 437,846
Total stockholders’ equity 532,450 511,472 405,128 433,348 &#
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