
CASCADE BANCORP
Form 10-Q
July 31, 2009

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(MARK ONE)

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended: June 30, 2009

oTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from                 to     
Commission file number: 0-23322

CASCADE BANCORP
(Exact name of Registrant as specified in its charter)

Oregon 93-1034484
(State or other jurisdiction of
incorporation or organization)

(I.R.S. Employer Identification
No.)

1100 N.W. Wall Street
Bend, Oregon 97701

(Address of principal executive offices)
(Zip Code)

(541) 385-6205
(Registrant’s telephone number, including area code)

________________________________

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.       Yes x   No
o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.  See definition of “large accelerated filer”, “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer o Accelerated filer x

Edgar Filing: CASCADE BANCORP - Form 10-Q

1



Non-accelerated file  o (Do not check if a smaller reporting
company)

Smaller reporting company
o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).Yes o  No x

APPLICABLE ONLY TO CORPORATE ISSUERS

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable
date.  28,151,480 shares of no par value Common Stock as of July 29, 2009.

Edgar Filing: CASCADE BANCORP - Form 10-Q

2



CASCADE BANCORP & SUBSIDIARY
FORM 10-Q

QUARTERLY REPORT
JUNE 30, 2009

INDEX

PART I:  FINANCIAL INFORMATION Page

Item 1. Financial Statements (Unaudited)

Condensed Consolidated Balance Sheets:
June 30, 2009 and December 31, 2008 3

Condensed Consolidated Statements of Operations:
Six months and three months ended June 30, 2009 and 2008 4

Condensed Consolidated Statements of Changes in Stockholders’ Equity:
Six months and three months ended June 30, 2009 and 2008 5

Condensed Consolidated Statements of Cash Flows:
Six months ended June 30, 2009 and 2008 6

Notes to Condensed Consolidated Financial Statements 7

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 23

Item 3. Quantitative and Qualitative Disclosures about Market Risk. 35

Item 4. Controls and Procedures. 35

PART II:  OTHER INFORMATION

Item 1. Legal Proceedings  35

Item 1A. Risk Factors  35

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds  35

Item 6. Exhibits  35

SIGNATURES 36

2

Edgar Filing: CASCADE BANCORP - Form 10-Q

3



PART I

ITEM 1. FINANCIAL STATEMENTS

Cascade Bancorp & Subsidiary
Condensed Consolidated Balance Sheets
June 30, 2009 and December 31, 2008

(Dollars in thousands)
(unaudited)

June 30, December 31,
2009 2008

ASSETS
Cash and cash equivalents:
Cash and due from banks $ 37,573 $ 46,554
Interest bearing deposits 305,252 162
Federal funds sold 1,341 2,230
Total cash and cash equivalents 344,166 48,946
Investment securities available-for-sale 101,769 107,480
Investment securities held-to-maturity 2,010 2,211
Federal Home Loan Bank stock 10,472 10,472
Loans, net 1,740,326 1,909,018
Premises and equipment, net 38,804 39,763
Core deposit intangibles 7,131 7,921
Bank-owned life insurance 33,612 33,568
Other real estate owned 52,051 52,727
Accrued interest and other assets 71,992 66,201
Total assets $ 2,402,333 $ 2,278,307

LIABILITIES & STOCKHOLDERS' EQUITY
Liabilities:
Deposits:
Demand $ 424,838 $ 364,146
Interest bearing demand 750,047 816,693
Savings 34,499 33,203
Time 746,201 580,569
Total deposits 1,955,585 1,794,611
Junior subordinated debentures 68,558 68,558
Other borrowings 208,280 248,975
TLGP senior unsecured debt 41,000 -
Customer repurchase agreements 275 9,871
Accrued interest and other liabilities 23,802 21,053
Total liabilities 2,297,500 2,143,068

Stockholders' equity:
Preferred stock, no par value; 5,000,000 shares authorized;
none issued or outstanding - -
Common stock, no par value;
45,000,000 shares authorized;
28,151,480 issued and outstanding (28,088,110 in 2008) 159,090 158,489
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Accumulated deficit (55,108) (23,124)
Accumulated other comprehensive income (loss) 851 (126)
Total stockholders' equity 104,833 135,239
Total liabilities and stockholders' equity $ 2,402,333 $ 2,278,307

See accompanying notes.
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Cascade Bancorp & Subsidiary
Condensed Consolidated Statements of Operations

Six Months and Three Months ended June 30, 2009 and 2008
(Dollars in thousands, except per share amounts)

(unaudited)

Six months ended Three months ended
June 30, June 30,

2009 2008 2009 2008
Interest income:
Interest and fees on loans $ 53,376 $ 70,077 $ 26,395 $ 33,080
Taxable interest on investments 2,483 2,120 1,174 1,067
Nontaxable interest on investments 70 114 35 53
Interest on federal funds sold 11 23 2 10
Interest on interest bearing balances 58 2 58 1
Dividends on Federal Home Loan Bank stock - 65 - 49
Total interest income 55,998 72,401 27,664 34,260

Interest expense:
Deposits:
Interest bearing demand 3,694 9,654 1,751 3,934
Savings 38 74 19 35
Time 9,158 5,583 4,630 2,469
FFP & Other borrowings 4,533 7,784 2,412 3,576
Total interest expense 17,423 23,095 8,812 10,014

Net interest income 38,575 49,306 18,852 24,246
Loan loss provision 63,000 22,864 48,000 18,364
Net interest income (loss) after loan loss provision (24,425) 26,442 (29,148) 5,882

Noninterest income:
Service charges on deposit accounts 4,314 4,939 2,164 2,537
Mortgage loan origination and processing fees 1,411 859 739 406
Gains on sales of mortgage loans, net 766 430 443 194
Gains on sales of investment securities available-for-sale 372 - - -
Card issuer and merchant services fees, net 1,633 1,897 861 1,005
Earnings on bank-owned life insurance 45 553 20 287
Other income 1,472 1,832 705 580
Total noninterest income 10,013 10,510 4,932 5,009

Noninterest expense:
Salaries and employee benefits 16,818 18,252 8,267 9,093
Occupancy & Equipment 3,609 3,538 1,736 1,713
Communications 1,021 1,047 474 491
FDIC insurance 3,657 782 2,554 463
OREO 6,727 1,984 5,189 1,194
Other expenses 7,363 8,535 4,381 3,810
Total noninterest expense 39,195 34,138 22,601 16,764

Income (loss) before income taxes (53,607) 2,814 (46,817) (5,873)
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Credit (provision) for income taxes 21,623 (167) 18,749 2,480
Net income (loss) $ (31,984) $ 2,647 $ (28,068) $ (3,393)

Basic earnings (loss) per common share $ (1.14) $ 0.09 $ (1.00) $ (0.12)
Diluted earnings (loss) per common share $ (1.14) $ 0.09 $ (1.00) $ (0.12)

See accompanying notes.
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Cascade Bancorp & Subsidiary
Condensed Consolidated Statements of Changes in Stockholders’ Equity

Six Months Ended June 30, 2009 and 2008
(Dollars in thousands)

(unaudited)

Retained Accumulated
Earnings other Total

Comprehensive Common (accumulated comprehensive stockholders'
income (loss) stock deficit) income (loss) equity

Balance at December 31, 2007 $ 157,153 $ 117,600 $ 533 $ 275,286
Comprehensive income:
Net income $ 2,647 - 2,647 - 2,647
Other comprehensive loss:
Unrealized losses on securities
available-for-sale, net of tax (430) - - (430) (430)
Comprehensive income $ 2,217

Cash dividends paid - (5,597) - (5,597)
Stock options exercised 19 19
Stock-based compensation expense 769 - - 769
Cancellation of shares for tax
withholding (235) - - (235)
Balance at June 30, 2008 $ 157,706 $ 114,650 $ 103 $ 272,459

Balance at December 31, 2008 $ 158,489 $ (23,124) $ (126) $ 135,239
Comprehensive loss:
Net loss $ (31,984) - (31,984) - (31,984)
Other comprehensive income:
Unrealized gains on securities
available-for-sale, net of tax 977 - - 977 977
Comprehensive loss $ (31,007)

Stock-based compensation expense 631 - - 631
Cancellation of shares for tax
withholding (30) - - (30)
Balance at June 30, 2009 $ 159,090 $ (55,108) $ 851 $ 104,833

See accompanying notes.
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Cascade Bancorp & Subsidiary
Condensed Consolidated Statements of Cash Flows

Six Months ended June 30, 2009 and 2008
(Dollars in thousands)

(unaudited)

Six months ended
June 30,

2009 2008

Net cash provided (used) by operating activities $ 35,226 $ (511)

Investing activities:
Proceeds from sales of investment securities available-for-sale 6,350 -
Proceeds from maturities, calls and prepayments of
investment securities available-for-sale 13,027 14,936
Proceeds from maturities and calls of
investment securities held-to-maturity 200 -
Purchases of investment securities available-for-sale (11,836) (18,959)
Purchases of Federal Home Loan Bank stock - (5,096)
Net (increase) decrease in loans 97,096 (38,285)
Purchases of premises and equipment (481) (1,858)
Proceeds from sales of premises and equipment 326 2,593
Proceeds from sales of OREO 3,629 -
Net cash provided (used) in investing activities 108,311 (46,669)

Financing activities:
Net increase (decrease) in deposits 160,974 (80,472)
Cash dividends paid - (5,597)
Stock options exercised - 2
Increase in TLGP senior unsecured debt 41,000 -
Net increase in federal funds purchased - 72,679
Net increase (decrease) in other borrowings and customer
repurchase agreements (50,291) 61,369
Net cash provided by financing activities 151,683 47,981
Net increase in cash and cash equivalents 295,220 801
Cash and cash equivalents at beginning of period 48,946 63,141
Cash and cash equivalents at end of period $ 344,166 $ 63,942

Supplemental Disclosures of Cash Flow Information:
Interest paid $ 16,325 $ 23,444
Income tax refund received $ 18,593 $ -
Loans transferred to other real estate $ 9,362 $ 28,405

See accompanying notes.
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Cascade Bancorp & Subsidiary
Notes to Condensed Consolidated Financial Statements

June 30, 2009
(unaudited)

1. Basis of Presentation

The accompanying interim condensed consolidated financial statements include the accounts of Cascade Bancorp
(Bancorp), a one bank holding company, and its wholly-owned subsidiary, Bank of the Cascades (the “Bank”)
(collectively, “the Company” or “Cascade”). All significant inter-company accounts and transactions have been eliminated
in consolidation.

The interim condensed consolidated financial statements have been prepared by the Company without audit and in
conformity with accounting principles generally accepted in the United States (GAAP) for interim financial
information. Accordingly, certain financial information and footnotes have been omitted or condensed.  In the opinion
of management, the condensed consolidated financial statements include all necessary adjustments (which are of a
normal and recurring nature) for the fair presentation of the results of the interim periods presented.  In preparing the
condensed consolidated financial statements, management is required to make estimates and assumptions that affect
the reported amounts of assets and liabilities as of the date of the balance sheets and income and expenses for the
periods.  Actual results could differ from those estimates.

The condensed consolidated financial statements as of and for the year ended December 31, 2008 were derived from
audited financial statements, but do not include all disclosures contained in the Company’s 2008 Annual Report to
Shareholders.  The interim condensed consolidated financial statements should be read in conjunction with the
December 31, 2008 consolidated financial statements, including the notes thereto, included in the Company’s 2008
Annual Report to Shareholders.

The Company has evaluated subsequent events for potential recognition and for disclosure through July 30, 2009, the
date the condensed consolidated financial statements included in this quarterly report on Form 10-Q were issued.

Certain amounts for 2008 have been reclassified to conform with the 2009 presentation.

2. Investment Securities

Investment securities at June 30, 2009 and December 31, 2008 consisted of the following (dollars in thousands):

Amortized cost

Gross
unrealized
gains

Gross
unrealized
losses

 Estimated
fair value

6/30/2009
Available-for-sale
U.S. Agency mortgage-backed securities $ 90,565 $ 1,215 $ 334 $ 91,446
U.S. Agency asset-backed securities 7,919 404 - 8,323
Obligations of state and political subdivisions 1,480 77 - 1,557
Mutual fund 432 11 - 443

$ 100,396 $ 1,707 $ 334 $ 101,769
Held-to-maturity
Obligations of state and political subdivisions $ 2,010 $ 98 $ - $ 2,108

7
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Amortized
cost

Gross
unrealized
gains

Gross
unrealized
losses

Estimated fair
value

12/31/2008
Available-for-sale
U.S. Agency mortgage-backed securities $ 94,292 $ 607 $ 1,365 $ 93,534
U.S. Government and agency securities 8,273 453 - 8,726
Obligations of state and political
subdivisions 1,503 32 5 1,530
U.S. Agency asset-backed securities 3,193 67 - 3,260
Mutual fund 423 7 - 430

$ 107,684 $ 1,166 $ 1,370 $ 107,480
Held-to-maturity
Obligations of state and political
subdivisions $ 2,211 $ 36 $ - $ 2,247

The following table presents only those securities with gross unrealized losses per 3rd party valuation reports.  Such
securities are aggregated by investment category and length of time that individual securities have been in a
continuous unrealized loss position, at June 30, 2009:

Less than 12 months 12 months or more Total
Estimated
fair value

Unrealized
losses

Estimated
fair value

Unrealized
losses

Estimated
fair value

Unrealized
losses

U.S. Agency
mortgage-
backed securities
(MBS) $ 19,712 $ 150 $ 9,223 $ 184 $ 28,935 $ 334

The unrealized losses on agency guaranteed MBS investments are primarily due to widening of interest rate spreads as
compared to yields/spread relationships prevailing at  the t ime specific investment securit ies were
purchased.  Management expects the fair value of these investment securities to recover as market volatility lessens,
and/or as securities approach their maturity dates.  Because the portfolio is mainly conventional agency MBS which
carry US government guarantees as to principal and interest, management does not believe  securities are materially
impaired due to issues of credit quality nor that the above gross unrealized losses on investment securities are
other-than-temporary.  Accordingly no impairment adjustments have been recorded.

3. Loans and Reserve for Credit Losses

The composition of the loan portfolio at June 30, 2009 and December 31, 2008 was as follows (dollars in thousands):

Loan portfolio
June 30,

2009

% of
gross
loans

December
31, 2008

% of
gross
loans

% Change
Jun/Dec

Commercial $ 515,681 29% $ 582,831 30% -11.5%
Real Estate:
Construction/lot/land
development 466,551 26% 517,721 26% -9.9%
Mortgage 98,030 5% 96,248 5% 1.9%
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Commercial 667,903 37% 703,149 36% -5.0%
Consumer 54,549 3% 56,235 3% -3.0%
Total loans 1,802,714 100% 1,956,184 100% -7.8%
Less reserve for loan losses 62,388 47,166 32.3%
Total loans, net $ 1,740,326 $ 1,909,018 -8.8%

Total loans have been strategically reduced as compared to year end 2008 and prior quarter end as a result of select
loan sales or participations,  non renewal of mainly transaction only loans where deposit relationship with customer
was de minimus, as well as net charge-offs (particularly in the residential land development portfolio).

Mortgage real estate loans include mortgage loans held for sale of approximately $3.5 million at June 30, 2009 and
approximately $1.4 million at December 31, 2008.  In addition, the above loans are net of deferred loan fees of
approximately $3.8 million at June 30, 2009 and $4.7 million at December 31, 2008.

8
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Primarily because of the economic recession and real estate downturn, credit quality stress is currently concentrated in
Cascade’s real estate related loan categories.  The table below presents the geographic distribution of the
construction/lot loan category at June 30, 2009 and December 31, 2008 (dollars in thousands):

June 30,
2009

% of
category

% of
Constr /

lot
portfolio

% of gross
loans

December
31,

2009
% change
Jun/Dec

Residential Land
Development:
Raw Land $ 59,688 34% 13% 3% $ 72,329 -17.5%
Land Development 102,253 59% 22% 6% 112,234 -8.9%
Speculative Lots 11,715 7% 3% 1% 14,855 -21.1%

$ 173,656 100% 37% 10% $ 199,418 -12.9%

Geographic distribution by
region:
Central Oregon $ 67,139 39% 14% 4% $ 74,209 -9.5%
Northwest Oregon 4,602 3% 1% 0% 4,670 -1.5%
Southern Oregon 9,472 5% 2% 1% 12,722 -25.5%
   Total Oregon 81,213 47% 17% 5% 91,601 -11.3%
Idaho 92,443 53% 20% 5% 107,817 -14.3%
   Grand total $ 173,656 100% 37% 10% $ 199,418 -12.9%

Residential Construction:
Pre sold $ 17,141 18% 4% 1% $ 19,202 -10.7%
Lots 15,198 16% 3% 1% 17,331 -12.3%
Speculative Construction 63,434 66% 14% 4% 71,412 -11.2%

$ 95,773 100% 21% 5% $ 107,945 -11.3%

Geographic distribution by
region:
Central Oregon $ 43,863 46% 9% 2% $ 43,593 0.6%
Northwest Oregon 23,711 25% 5% 1% 30,445 -22.1%
Southern Oregon 5,217 5% 1% 0% 5,799 -10.0%
   Total Oregon 72,791 76% 16% 3% 79,837 -8.8%
Idaho 22,982 24% 5% 2% 28,109 -18.2%
   Grand total $ 95,773 100% 21% 5% $ 107,945 -11.3%

Commercial Construction:
Pre sold $ 27,161 14% 6% 2% $ 27,826 -2.4%
Lots 14,472 7% 3% 1% 16,404 -11.8%
Speculative 125,481 64% 27% 7% 143,719 -12.7%
Speculative Lots 30,008 15% 6% 2% 22,409 33.9%

$ 197,122 100% 42% 12% $ 210,358 -6.3%

Geographic distribution by
region:
Central Oregon $ 35,647 19% 8% 2% $ 49,817 -28.4%
Northwest Oregon 101,266 47% 22% 6% 83,720 21.0%
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Southern Oregon 28,836 15% 6% 2% 33,837 -14.8%
   Total Oregon 165,749 81% 36% 10% 167,375 -1.0%
Idaho 31,373 20% 7% 2% 42,984 -27.0%
   Grand total $ 197,122 101% 42% 12% $ 210,358 -6.3%

9
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Transactions in the reserve for loan losses and unfunded commitments for the six months ended June 30, 2009 and
2008 were as follows (dollars in thousands):

Six months ended
June 30,

Reserve for loan losses 2009 2008
Balance at beginning of period $ 47,166 $ 33,875
Loan loss provision 63,000 22,864
Recoveries 1,001 705
Loans charged off (48,779) (14,807)
Balance at end of period $ 62,388 $ 42,637

Reserve for unfunded commitments
Balance at beginning of period $ 1,039 $ 3,163
Credit for unfunded commitments (335) -
Balance at end of period $ 704 $ 3,163

Reserve for credit losses
Reserve for loan losses $ 62,388 $ 42,637
Reserve for unfunded commitments 704 3,163
Total reserve for credit losses $ 63,092 $ 45,800

At June 30, 2009, the Bank had approximately $372.0 million in outstanding commitments to extend credit, compared
to approximately $514.6 million at year-end 2008. The reduction is a function of completion of prior period
construction draws as well as management of commitments to a lower level.  Reserve for unfunded commitments are
classified as other liabilities and totaled approximately $.7 million at June 30, 2009 and $1.0 million at December 31,
2008.

4. Non-Performing Assets

Risk of nonpayment exists with respect to all loans, which could result in the classification of such loans as
non-performing. The increase in non-performing assets (NPA’s) is primarily due to the economic recession and real
estate downturn which has impacted the Company’s loan portfolio. NPA balances were down modestly from the
immediately preceding quarter, but up significantly compared to year-end 2008 primarily due to the continued effect
of the adverse economy and real estate downturn on residential land development and construction loan portfolios.

The Company has a significant concentration in real estate lending, with many of the Company's loans to real estate
developers and secured by real estate located in Oregon and Idaho.  Declining real estate values and a severe
constriction in the availability of mortgage financing has negatively impacted real estate sales, which has resulted in
customers' inability to repay loans. In addition, the value of collateral underlying such loans has decreased
materially.  During the first half of 2009, the Company has continued to experience increases in non-performing assets
relating to real estate lending, primarily in our residential real estate portfolio.

10

Edgar Filing: CASCADE BANCORP - Form 10-Q

16



The following table presents information with respect to non-performing assets at June 30, 2009, March 31, 2009 and
December 31, 2008 (dollars in thousands):

June 30, March 31, December 31,
2009 2009 2008

Loans on non-accrual status $ 164,887 $ 176,979 $ 120,468
Loans past due 90 days or more
but not on non-accrual status - 392 5
OREO - non-performing 39,226 39,956 38,952
Total NPA's $ 204,113 $ 217,327 $ 159,425

Operating commercial real estate OREO $ 12,825 $ 13,775 $ 13,775
OREO - non-performing 39,226 39,956 38,952
Total OREO $ 52,051 $ 53,731 $ 52,727

Selected ratios:
NPLs to total gross loans 9.15% 9.17% 6.16%
NPAs to total gross loans and OREO 11.00% 10.93% 7.94%
NPAs to total assets 8.50% 9.39% 7.00%

The composition of non-performing assets as of June 30, 2009, March 31, 2009 and December 31, 2008 was as
follows (dollars in thousands):

June 30,
2009

%
of total

March 31,
2009

%
of total

December
31,

2008
%

of total
Commercial $ 23,518 12% $ 29,497 13% $ 16,877 11%
Real Estate:
Development/Construction/lot 161,143 79% 170,570 74% 128,053 80%
Mortgage 1,697 1% 1,884 1% 2,252 1%
Commercial 17,654 8% 28,870 12% 12,024 8%
Consumer 101 0% 281 0% 219 0%
Total non-performing assets $ 204,113 100% $ 231,102 100% $ 159,425 100%

The following table presents non-performing assets as of June 30, 2009, March 31, 2009 and December 31, 2008 by
region (dollars in thousands):

Region
June 30,

2009
% of total

NPA's
March 31,

2009
% of total

NPA's

December
31,

2008
Central Oregon $ 68,229 33% $ 59,689 26% $ 48,421
Northwest Oregon 19,667 10% 38,826 17% 4,093
Southern Oregon 21,294 10% 22,753 10% 20,680
   Total Oregon 109,190 54% 121,268 52% 73,194
Idaho 94,923 46% 109,834 48% 86,231
   Grand total $ 204,113 100% $ 231,102 100% $ 159,425

A loan is considered to be impaired (non-performing) when it is determined probable that the principal and/or interest
amounts due will not be collected according to the contractual terms of the loan agreement. Impaired loans are
generally carried at the lower of cost or fair value, which may be determined based upon recent independent appraisals
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which are further reduced for estimated selling costs or as a practical expedient basis by estimating the present value
of expected future cash flows, discounted at the loan’s effective interest rate.  Certain large groups of smaller balance
homogeneous loans, collectively measured for impairment, are excluded. Impaired loans are charged to the reserve
when management believes after considering economic and business conditions, collection efforts and collateral
position that the borrower’s financial condition is such that collection of principal is not probable. See “Footnote 10 –
Fair Value Measurements” for additional information related to fair value measurement.

At June 30, 2009, impaired loans carried at fair value totaled approximately $164.9 and related specific valuation
allowances were $0.2 million.  At December 31, 2008, impaired loans were approximately $120.5 million and related
specific valuation allowances were $2.7 million.  Interest income recognized for cash payments received on impaired
loans for the periods presented was insignificant. The average recorded investment in impaired loans was
approximately $156.5 million and $69.5 million for the six months ended June 30, 2009 and 2008, respectively.

11
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The accrual of interest on a loan is discontinued when, in management’s judgment, the future collectability of principal
or interest is in doubt.  Loans placed on non-accrual status may or may not be contractually past due at the time of
such determination, and may or may not be secured.  When a loan is placed on non-accrual status, it is the Bank’s
policy to reverse, and charge against current income, interest previously accrued but uncollected. Interest subsequently
collected on such loans is credited to loan principal if, in the opinion of management, full collectability of principal is
doubtful.  Interest income that was reversed and charged against income for the six months ended June 30, 2009 and
2008, was approximately $1.3 million.

5. Mortgage Servicing Rights

At June 30, 2009 and December 31, 2008, the Bank retained servicing rights to mortgage loans with principal
balances of approximately $547.7 million and $512.2 million, respectively.  Generally, loans which are sold with the
servicing rights retained are sold to Fannie Mae, a U.S. government sponsored enterprise.  The Company also sells
mortgage originations servicing-released in the normal course of business to other mortgage companies.  Sold loans
are not included in loan balances in the accompanying condensed consolidated balance sheets. The sales of these
mortgage loans are subject to specific underwriting documentation standards and requirements, which may result in
repurchase risk.

Mortgage servicing rights (MSRs) included in other assets in the accompanying condensed consolidated balance
sheets are accounted for at the lower of origination value less accumulated amortization, or current fair value.  The
carrying value of MSRs was $4.1 million at June 30, 2009 and $3.6 million at December 31, 2008.  The fair value of
MSRs was approximately $5.4 million at June 30, 2009 and $4.6 million at December 31, 2008.  Activity in MSRs for
the six months ended June 30, 2009 and 2008 was as follows (dollars in thousands): (See MD&A – Non-Interest
income).

Six months ended
June 30,

2009 2008
Balance at beginning of period $ 3,605 $ 3,756
Additions 1,416 664
Amortization (884) (611)
Balance at end of period $ 4,137 $ 3,809

6. Deferred Income Taxes

As of June 30, 2009 and December 31, 2008, the Company had recorded net deferred income tax assets (which are
included in other assets in the accompanying condensed consolidated balance sheets) of approximately $34.3 million
and $22.2 million, respectively. The determination of the amount of deferred income tax assets which are more likely
than not to be realized is primarily dependent on projections of future earnings, which are subject to uncertainty and
estimates that may change given economic conditions and other factors. The realization of deferred income tax assets
is assessed and a valuation allowance is recorded if it is “more likely than not” that all or a portion of the deferred tax
asset will not be realized. “More likely than not” is defined as greater than a 50% chance. All available evidence, both
positive and negative is considered to determine whether, based on the weight of that evidence, a valuation allowance
is needed.  Based upon management’s analysis of available evidence, it has determined that it is “more likely than not”
that all of the Company’s deferred income tax assets as of June 30, 2009 and December 31, 2008 will be fully realized
and therefore no valuation allowance was recorded. However, changes in the estimate about future taxable income
could significantly affect the determination of the necessity for a valuation allowance for deferred income tax assets in
future periods.
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7. Junior Subordinated Debentures

At June 30, 2009, the Company had four subsidiary grantor trusts for the purpose of issuing trust preferred securities
(“TPS”) and common securities. The common securities were purchased by the Company, and the Company’s
investment in the common securities of $2.1 million is included in accrued interest and other assets in the
accompanying condensed consolidated balance sheets.  The weighted average interest rate of all TPS was 3.65% at
June 30, 2009 and 4.19% at December 31, 2008.   The interest on TPS may be deferred at the sole determination of
the issuer.  Under such circumstances the Company would continue to accrue interest but not make payments on the
TPS.  On April 27, 2009 the Company’s board of directors (the Board) elected to defer payment of interest on TPS
until such time as resumption is deemed appropriate.

12
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In accordance with industry practice, the Company’s liability for the common securities has been included with the
Debentures in the accompanying condensed consolidated balance sheets. Management believes that at June 30, 2009,
the TPS meet applicable regulatory guidelines to qualify as Tier I capital in the amount of $37.3 million and Tier 2
capital in the amount of $29.2 million.  At December 31, 2008, the TPS met applicable regulatory guidelines to
qualify as Tier I capital and Tier 2 capital in the amounts of $43.5 million and  $23.0 million, respectively.

8. Other Borrowings

At June 30, 2009 the Bank had a total of $208.3 million in long-term borrowings from Federal Home Loan Bank
(FHLB) with maturities ranging from 2009 to 2025, bearing a weighted-average of 2.62%.  Also, the Bank had $41.0
million of senior unsecured debt issued in connection with the FDIC’s Temporary Liquidity Guarantee Program
(TLGP) maturing February 12, 2012 bearing a weighted average rate of 2.24%, exclusive of net issuance costs and 1%
per annum FDIC insurance assessment applicable to TLGP debt which are being amortized straight line over the term
of the debt.  At year-end 2008, the Bank had a total of $128.5 million in long-term borrowings from FHLB with
maturities from 2009 to 2025.  In addition, at December 31, 2008, the Bank had short-term borrowings with FRB of
approximately $120.5 million.  (See MD&A “Liquidity and Sources of Funds” for further discussion).

9. Basic and Diluted Earnings (loss) per Common Share

The Company’s basic earnings (loss) per common share is computed by dividing net income (loss) by the
weighted-average number of common shares outstanding during the period.  The Company’s diluted earnings per
common share is computed by dividing net income (loss) by the weighted-average number of common shares
outstanding plus dilutive common shares related to stock options and nonvested restricted stock. For the six months
and three months ended June 30, 2009, the Company’s diluted loss per common share is the same as the basic loss per
common share due to the anti-dilutive effect of common stock equivalents.

The numerators and denominators used in computing basic and diluted earnings (loss) per common share for the six
months and three months ended June 30, 2009 and 2008 can be reconciled as follows (dollars in thousands, except per
share data):

Six months ended Three months ended
June 30, June 30,

2009 2008 2009 2008
Net income (loss) $ (31,984) $ 2,647 $ (28,068) $ (3,393)

Weighted-average shares outstanding - basic 27,972,968 27,920,072 27,984,815 27,928,937
Basic net income (loss) per common share $ (1.14) $ 0.09 $ (1.00) $ (0.12)

Incremental shares arising from stock-based
compensation N/A 145,609 N/A N/A
Weighted-average shares outstanding - diluted 27,972,968 28,065,681 27,984,815 27,928,937
Diluted net (loss) income per common share $ (1.14) $ 0.09 $ (1.00) $ (0.12)
Common stock equivalent shares excluded due to
antidilutive effect 114,054 - 114,054 -

10. Stock-Based Compensation

The Company has historically maintained certain stock-based compensation plans, approved by the Company’s
shareholders that are administered by the Board, or the Compensation Committee of the Board (the Compensation
Committee).  In addition, on April 28, 2008, the shareholders of the Company approved the 2008 Cascade Bancorp
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Performance Incentive Plan (the 2008 Plan).  The 2008 Plan authorized the Board to issue up to an additional one
million shares of common stock related to the grant or settlement of stock-based compensation awards, expanded the
types of stock-based compensation awards that may be granted, and expanded the parties eligible to receive such
awards.  Under the Company’s stock-based compensation plans, the Board (or the Compensation Committee) may
grant stock options (including incentive stock options (ISOs) as defined in Section 422 of the Internal Revenue Code,
non-qualified stock options (NSOs), restricted stock, restricted stock units, stock appreciation rights and other similar
types of equity awards intended to qualify as “performance-based” compensation under applicable tax rules).  The
stock-based compensation plans were established to allow for the granting of compensation awards to attract, motivate
and retain employees, executive officers, non-employee directors and other service providers who contribute to the
success and profitability of the Company and to give such persons a proprietary interest in the Company, thereby
enhancing their personal interest in the Company’s success.
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The Board or the Compensation Committee may establish and prescribe grant guidelines including various terms and
conditions for the granting of stock-based compensation and the total number of shares authorized for this
purpose.  Under the 2008 Plan, for ISOs and NSOs, the option strike price must be no less than 100% of the stock
price at the grant date. (Prior to the approval of the 2008 Plan, the option strike price for NSOs could be no less than
85% of the stock price at the grant date).  Generally, options become exercisable in varying amounts based on years of
employee service and vesting schedules.  All options expire after a period of ten years from the date of grant.  Other
permissible stock awards include restricted stock grants, restricted stock units, stock appreciation rights or other
similar stock awards (including awards that do not require the grantee to pay any amount in connection with receiving
the shares or that have a purchase price that is less than the grant date fair market value of the Company’s stock.)

During the six months ended June 30, 2009 the Company did not grant any stock options.  During the six months
ended June 30, 2008 the Company granted 390,130 stock options with a calculated fair value of $2.35 per option.

The Company used the Black-Scholes option-pricing model with the following weighted-average assumptions to
value options granted for the six and three months ended June 30, 2008:

Dividend
yield

4.0%

Expected
volatility

32.0%

Risk-free
interest rate

3.0%

Expected
option lives

 7.2
years

The dividend yield is based on historical dividend information. The expected volatility is based on historical volatility
of the Company’s common stock price. The risk-free interest rate is based on the U.S. Treasury yield curve in effect at
the date of grant for periods corresponding with the expected lives of the options granted. The expected option lives
represent the period of time that options are expected to be outstanding giving consideration to vesting schedules and
historical exercise and forfeiture patterns.

The Black-Scholes option-pricing model was developed for use in estimating the fair value of publicly-traded options
that have no vesting restrictions and are fully transferable.  Additionally, the model requires the input of highly
subjective assumptions.  Because the Company’s stock options have characteristics significantly different from those
of publicly-traded options, and because changes in the subjective input assumptions can materially affect the fair value
estimates, in the opinion of the Company’s management, the Black-Scholes option-pricing model does not necessarily
provide a reliable single measure of the fair value of the Company’s stock options.
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The following table presents the activity related to stock options under all plans for the six months ended June 30,
2009:

Options

Weighted
Average
Exercise

Price

Weighted
Average

Remaining
Contractual

Term
(Years)

Aggregate
Intrinsic

Value (000)
Options outstanding at December 31, 2008 1,089,091 $ 12.05 4.2 271
Granted - - N/A N/A
Exercised - - N/A N/A
Cancelled (62,190) 9.86 N/A N/A
Options outstanding at June 30, 2009 1,026,901 $ 12.26 5.0 $ -
Options exercisable at June 30, 2009 538,160 $ 10.01 8.6 $ -

Stock-based compensation expense related to stock options for the six months ended June 30, 2009 and 2008 was
approximately $0.3 million and $0.2 million, respectively.  As of June 30, 2009, there was approximately $0.7 million
of unrecognized compensation expense related to nonvested stock options, which will be recognized over the
remaining vesting periods of the underlying stock options.

During the three months ended June 30, 2009, the Company granted 62,181 shares of immediately vested restricted
stock and 8,840 shares of deferred restricted stock at a grant date fair value of $2.50 per share (approximately
$177,000).

The following table presents the activity for nonvested and deferred restricted stock for the six months ended June 30,
2009:

Number of
Shares

Weighted-
Average

Grant
 Date Fair
Value Per

Share

Weighted-
Average

Remaining
Vesting

Term (years)
Nonvested as of December 31, 2008 131,593 $ 17.70 N/A
Granted 71,021 2.50 N/A
Vested (88,560) 2.81 N/A
Nonvested as of June 30, 2009 114,054 $ 18.10 2.09

Total expense recognized by the Company for nonvested stock for the six months June 30, 2009 and 2008 was
approximately $0.4 million and $0.5 million, respectively.  As of June 30, 2009, unrecognized compensation cost
related to nonvested stock totaled approximately $0.8 million.  The nonvested stock is scheduled to vest over periods
of three to four years from the grant date.  The unearned compensation on nonvested stock is being amortized to
expense on a straight-line basis over the applicable vesting periods.

11. Fair Value Measurements

SFAS No. 157’s hierarchy for determining fair value measurement, includes three levels and is based upon the
valuation techniques used to measure assets and liabilities. The three levels are as follow:
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•Quoted prices in active markets for identical assets (Level 1): Inputs that are quoted unadjusted prices in active
markets for identical assets that the Company has the ability to access at the measurement date. An active market
for the asset is a market in which transactions for the asset or liability occur with sufficient frequency and volume to
provide pricing information on an ongoing basis.

•Significant other observable inputs (Level 2): Inputs that reflect the assumptions market participants would use in
pricing the asset or liability developed based on market data obtained from sources independent of the reporting
entity including quoted prices for similar assets or liabilities, quoted prices for securities in inactive markets and
inputs derived principally from, or corroborated by, observable market data by correlation or other means.

•Significant unobservable inputs (Level 3): Inputs that reflect the reporting entity's own assumptions about the
assumptions market participants would use in pricing the asset or liability developed based on the best information
available in the circumstances.
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A description of the valuation methodologies used for instruments measured at fair value, as well as the general
classification of such instruments pursuant to the valuation hierarchy, is set forth below. These valuation
methodologies were applied to all of the Company’s financial assets and financial liabilities carried at fair value
effective January 1, 2008. In general, fair value is based upon quoted market prices, where available. If such quoted
market prices are not available, fair value is based upon internally-developed models that primarily use, as inputs,
observable market-based parameters. Valuation adjustments may be made to ensure that financial instruments are
recorded at fair value. These adjustments may include amounts to reflect counterparty credit quality and the
corporation’s creditworthiness, among other things, as well as unobservable parameters. Any such valuation
adjustments are applied consistently over time. The Company’s valuation methodologies may produce a fair value
calculation that may not be indicative of net realizable value or reflective of future fair values. While management
believes the Company’s valuation methodologies are appropriate and consistent with other market participants, the use
of different methodologies or assumptions to determine the fair value of certain financial instruments could result in a
different estimate of fair value at the reporting date. Furthermore, the reported fair value amounts have not been
comprehensively revalued since the presentation dates, and therefore, estimates of fair value after the condensed
consolidated balance sheet date may differ significantly from the amounts presented herein.

The following is a description of the valuation methodologies used for instruments measured at fair value, as well as
the general classification of such instruments pursuant to valuation methodology:

Investment securities: Where quoted prices are available in an active market, investment securities available-for-sale
are classified within level 1 of the hierarchy. Level 1 includes investment securities available-for-sale that have quoted
prices in an active market for identical assets. If quoted market prices for identical securities are not available then fair
values are estimated by independent sources using pricing models and/or quoted prices of investment securities with
similar characteristics or discounted cash flows. The Company has categorized most of its investment securities
available-for-sale as level 2, since U.S Agency MBS are mainly priced in this latter manner.

Impaired loans: SFAS No. 157 applies to loans measured for impairment using the practical expedients permitted by
SFAS No. 114, “Accounting by Creditors for Impairment of a Loan”, including impaired loans measured at an
observable market price (if available) or at the fair value of the loan’s collateral (if collateral dependent). Fair value of
the loan’s collateral is determined by appraisals or independent valuation which is then adjusted for the estimated costs
related to liquidation of the collateral. Management’s ongoing review of appraisal information may result in additional
discounts or adjustments to valuation based upon more recent market sales activity or more current appraisal
information derived from properties of similar type and/or locale.  A significant portion of the Bank’s impaired loans
are measured using the estimated fair market value of the collateral less the estimated costs to sell.  The Company has
categorized its impaired loans as level 3.

OREO: The Company’s OREO is measured at estimated fair value less estimated costs to sell. Fair value was generally
determined based on third-party appraisals of fair value in an orderly sale. Historically appraisals have considered
comparable sales of like assets in reaching a conclusion as to fair value.  Many recent real estate sales could be termed
distressed sales since a preponderance are short-sale or foreclosure related, this has directly impacted appraisal
valuation estimates.  Estimated costs to sell OREO were based on standard market factors.  The valuation of OREO is
subject to significant external and internal judgment. Management periodically reviews OREO to determine whether
the property continues to be carried at the lower of its recorded book value or estimated fair value, net of estimated
costs to sell. The Company has categorized its OREO as level 3.
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The table below presents assets and liabilities measured at fair value on a recurring basis at June 30, 2009 (dollars in
thousands):

Quoted
Prices in
Active

Markets for
Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets
Investment securities available - for - sale $ - $ 101,769 $ -
Total recurring assets measured at fair value $ - $ 101,769 $ -

Certain non-financial assets are also measured at fair value on a non-recurring basis.  These assets primarily consist of
intangible assets and other non-financial long-lived assets which are measured at fair value for periodic impairment
assessments.

Certain assets are measured at fair value on a nonrecurring basis (e.g., the instruments are not measured at fair value
on an ongoing basis but are subject to fair value adjustments when there is evidence of impairment). The following
table represents the assets measured at fair value on a nonrecurring basis by the Company (dollars in thousands):

Quoted
Prices in
Active

Markets for
Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets
Impaired loans with specific valuation allowances under
SFAS No. 114 $ - $ - $ 164,887
Other real estate owned - 52,051

$ - $ - $ 216,938

The Company did not change the methodology used to determine fair value for any financial instruments during
2008.  Accordingly, for any given class of financial instruments, the Company did not have any transfers between
level 1, level 2, or level 3 during the six month period ended June 30, 2009.

The following disclosures are made in accordance with the provisions of SFAS No. 107, “Disclosures about Fair Value
of Financial Instruments,” which requires the disclosure of fair value information about financial instruments where it
is practicable to estimate that value.

In cases where quoted market values are not available, the Company primarily uses present value techniques to
estimate the fair value of its financial instruments.  Valuation methods require considerable judgment, and the
resulting estimates of fair value can be significantly affected by the assumptions made and methods
used.  Accordingly, the estimates provided herein do not necessarily indicate amounts which could be realized in a
current market exchange.
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In addition, as the Company normally intends to hold the majority of its financial instruments until maturity, it does
not expect to realize many of the estimated amounts disclosed.  The disclosures also do not include estimated fair
value amounts for items which are not defined as financial instruments but which may have significant value.  The
Company does not believe that it would be practicable to estimate a representational fair value for these types of items
as of June 30, 2009 and December 31, 2008.

Because SFAS No. 107 excludes certain financial instruments and all nonfinancial instruments from its disclosure
requirements, any aggregation of the fair value amounts presented would not represent the underlying value of the
Company.

The Company uses the following methods and assumptions to estimate the fair value of its financial instruments:

Cash and cash equivalents:  The carrying amount approximates the estimated fair value of these instruments.
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Investment securities:  See above description.

FHLB stock:  The carrying amount approximates the estimated fair value.

Loans:  The estimated fair value of loans is calculated by discounting the contractual cash flows of the loans using
June 30, 2009 and December 31, 2008 origination rates. The resulting amounts are adjusted to estimate the effect of
changes in the credit quality of borrowers since the loans were originated. Fair values for impaired loans are
estimated using a discounted cash flow analysis or the underlying collateral values.

BOLI:  The carrying amount approximates the estimated fair value of these instruments.

OREO:  See above description.

Deposits:  The estimated fair value of demand deposits, consisting of checking, interest bearing demand and savings
deposit accounts, is represented by the amounts payable on demand.  At the reporting date, the estimated fair value of
time deposits is calculated by discounting the scheduled cash flows using the June 30, 2009 and December 31, 2008
rates offered on those instruments.

Junior subordinated debentures and other borrowings (including federal funds purchased):  The fair value of the
Bank’s junior subordinated debentures and other borrowings (including federal funds purchased) are estimated using
discounted cash flow analyses based on the Bank’s June 30, 2009 and December 31, 2008 incremental borrowing
rates for similar types of borrowing arrangements.

Customer repurchase agreements: The carrying value approximates the estimated fair value.

Loan commitments and standby letters of credit:  The majority of the Bank’s commitments to extend credit have
variable interest rates and “escape” clauses if the customer’s credit quality deteriorates. Therefore, the fair values of
these items are not significant and are not included in the following table.

The estimated fair values of the Company’s significant on-balance sheet financial instruments at June 30, 2009 and
December 31, 2008 were approximately as follows:

June 30, 2009 December 31, 2008
Carrying

value
Estimated
fair value

Carrying
value

Estimated
fair value

Financial assets:
  Cash and cash equivalents $ 344,166 $ 344,166 $ 48,946 $ 48,946
  Investment securities:
    Available-for-sale 101,769 101,769 107,480 107,480
    Held-to-maturity 2,010 2,108 2,211 2,247
  FHLB stock 10,472 10,472 10,472 10,472
  Loans, net 1,740,326 1,743,321 1,909,018 1,950,602
  BOLI 33,612 33,612 33,568 33,568
  OREO 52,051 52,051 52,727 52,727

Financial liabilities:
  Deposits 1,955,585 1,957,843 1,794,611 1,795,004
  Junior subordinated debentures
    and other borrowings 317,838 316,925 317,533 320,796
  Customer repurchase agreements 275 275 9,871 9,867
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12.          Selected Quarterly Financial Data

The following table sets forth the Company’s unaudited data regarding operations for each quarter of 2009 and 2008.
This information, in the opinion of management, includes all normal recurring adjustments necessary to fairly state the
information set forth (dollars in thousands):

2009 2008
Second
Quarter

First
Quarter

Second
Quarter

First
Quarter

Interest income $ 27,664 $ 28,335 $ 34,260 $ 38,141
Interest expense 8,812 8,611 10,014 13,081
Net interest income 18,852 19,724 24,246 25,060
Loan loss provision 48,000 15,000 18,364 4,500
Net interest income (loss) after loan
loss provision (29,148) 4,724 5,882 20,560
Noninterest income 4,932 5,057 5,008 5,502
Noninterest expense 22,601 16,570 16,763 17,375
Income (loss) before income taxes (46,817) (6,789) (5,873) 8,687
Credit (provision) for income taxes 18,749 2,873 2,480 (2,647)
Net income (loss) $ (28,068) $ (3,916) $ (3,393) $ 6,040
Basic net income (loss) per common
share $ (1.00) $ (0.14) $ (0.12) $ 0.22
Diluted net income (loss) per common
share $ (1.00) $ (0.14) $ (0.12) $ 0.22

13. Regulatory Matters

The Company and the Bank are subject to various regulatory capital requirements administered by the federal banking
agencies.  Failure to meet minimum capital requirements can initiate certain mandatory - and possibly additional
discretionary actions - by regulators that, if undertaken, could have a direct material effect on the Company’s
consolidated financial statements.  Under capital adequacy guidelines and the regulatory framework for prompt
corrective action, the Company and the Bank must meet specific capital guidelines that involve quantitative measures
of assets, liabilities and certain off-balance sheet items as calculated under regulatory accounting practices.  The
Company’s and the Bank’s capital amounts and classification are also subject to qualitative judgments by the regulators
about components, risk weightings and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Company and the Bank to
maintain minimum amounts and ratios (set forth in the tables below) of Tier 1 capital to average assets and Tier 1 and
total capital to risk-weighted assets (all as defined in the regulations).

Federal banking regulators are required to take prompt corrective action if an insured depository institution fails to
satisfy certain minimum capital requirements. Such actions could potentially include a leverage limit, a risk-based
capital requirement, and any other measure of capital deemed appropriate by the federal banking regulator for
measuring the capital adequacy of an insured depository institution. In addition, payment of dividends by the
Company and the Bank is subject to restriction by state and federal regulators and availability of retained earnings. At
June 30, 2009, the Company and the Bank were deemed to be “adequately capitalized” by regulatory definition.
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The Company’s and Bank’s actual and required capital amounts and ratios are presented in the following table:

Actual

Regulatory minimum to
be "adequately

capitalized"

Regulatory minimum
to be "well capitalized"
under prompt correc-
tive action provisions

Amount Ratio Amount Ratio Amount Ratio

June 30, 2009:
Tier 1 capital (to average
assets)
Cascade Bancorp $ 119,542 5.2% $ 92,206 4.0% $ 115,257 5.0%
Bank of the Cascades 150,256 6.5% 92,126 4.0% 115,157 5.0%

Tier 1 capital (to risk-weighted
assets)
Cascade Bancorp 119,542 6.0 79,306 4.0 119,325 6.0
Bank of the Cascades 150,256 7.6 79,226 4.0 119,205 6.0

Total capital (to risk-weighted
assets)
Cascade Bancorp 175,880 8.9 158,613 8.0 198,876 10.0
Bank of the Cascades 175,328 8.9 158,453 8.0 198,676 10.0

December 31, 2008:
Tier 1 capital (to average
assets)
Cascade Bancorp 196,707 8.2% 96,127 4.0% 120,159 5.0%
Bank of the Cascades 194,051 8.1% 95,998 4.0% 119,997 5.0%

Tier 1 capital (to risk-weighted
assets)
Cascade Bancorp 196,707 8.9 87,968 4.0 131,951 6.0
Bank of the Cascades 194,051 8.8 87,878 4.0 131,816 6.0

Total capital (to risk-weighted
assets)
Cascade Bancorp 224,701 10.2 175,935 8.0 219,919 10.0
Bank of the Cascades 221,772 10.1 175,755 8.0 219,694 10.0

The ratios as of June 30, 2009 include a reduction of 63 basis points in the leverage ratio and 74 basis points in the tier
1 and total capital ratios related to a disallowance of $14.7 million or approximately 43% of the Company’s deferred
tax assets based upon a regulatory accounting calculation standard that is not directly applicable under GAAP.

14. Recently Issued Accounting Standards

In December 2007, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting
Standards (SFAS) No. 141 (revised 2007) (SFAS No. 141R), “Business Combinations”. SFAS No. 141R replaces SFAS
No. 141, “Business Combinations” and applies to all transactions and other events in which one entity obtains control
over one or more other businesses. SFAS No. 141R retains the fundamental requirements of SFAS No. 141 that the
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acquisition method of accounting be used for all business combinations and for the acquirer to be identified for each
business combination. SFAS No. 141R requires an acquirer to recognize the assets acquired, the liabilities assumed,
and any noncontrolling interest in the acquiree at the acquisition date, measured at their fair values as of the
acquisition date. SFAS No. 141R also requires an acquirer to recognize assets acquired and liabilities assumed arising
from contractual contingencies as of the acquisition date, measured at their acquisition-date fair values. This changes
the requirements of SFAS No. 141 which permitted deferred recognition of preacquisition contingencies, until the
recognition criteria for SFAS No. 5, “Accounting for Contingencies” were met. SFAS No. 141R will also require
acquirers to expense acquisition-related costs as incurred rather than require allocation of such costs to the assets
acquired and liabilities assumed. SFAS No. 141R is effective for business combination reporting for fiscal years
beginning after December 15, 2008.  In April, 2009, the FASB issued FSP SFAS 141R-1, “Accounting for Assets
Acquired and liabilities Assumed in a Business Combination That Arise from Contingencies” (FSP 141(R)-1).  FSP
141(R)-1 amends the guidance in SFAS No. 141R and is effective for the first annual reporting period beginning on or
after December 15, 2008.  The provisions of SFAS No. 141R and FSP 141(R)-1 will apply to any business
combination entered into by the Company closing on or after January 1, 2009.
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In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements -
an amendment of ARB No. 51.” SFAS No. 160 amends Accounting Research Bulletin (ARB) No. 51, “Consolidated
Financial Statements,” to establish accounting and reporting standards for the noncontrolling interest in a subsidiary
and for the deconsolidation of a subsidiary. SFAS No. 160 also clarifies that a noncontrolling interest in a subsidiary is
an ownership interest in the consolidated entity that should be reported as equity in the consolidated financial
statements. SFAS No. 160 requires consolidated net income to be reported at amounts that include the amounts
attributable to both the parent and the noncontrolling interest. Prior to SFAS No. 160, net income attributable to the
noncontrolling interest generally was reported as an expense or other deduction in arriving at consolidated net income.
Additional disclosures are required as a result of SFAS No. 160 to clearly identify and distinguish between the
interests of the parent’s owners and the interests of the noncontrolling owners of a subsidiary. SFAS No. 160 is
effective for fiscal years beginning after December 15, 2008. The adoption of SFAS No. 160 as of January 1, 2009 did
not have a significant effect on the Company’s condensed consolidated financial statements.

In March 2008, the FASB issued SFAS No. 161, “Disclosures About Derivative Instruments and Hedging Activities -
an Amendment of FASB Statement No. 133.” SFAS No. 161 expands disclosure requirements regarding an entity’s
derivative instruments and hedging activities. Expanded qualitative disclosures that will be required under SFAS No.
161 include: (1) how and why an entity uses derivative instruments; (2) how derivative instruments and related hedged
items are accounted for under SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” and
related interpretations; and (3) how derivative instruments and related hedged items affect an entity’s financial
position, financial performance, and cash flows. SFAS No. 161 also requires several added quantitative disclosures in
financial statements. SFAS No. 161 was effective for the Company on January 1, 2009 and did not have a significant
effect on the Company’s condensed consolidated financial statements.

In April 2009, the FASB issued the following three FSP’s intended to provide additional guidance and enhance
disclosures regarding fair value measurements and impairment of securities:

FSP FAS 157-4, “Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have
Significantly Decreased and Identifying Transactions That Are Not Orderly,” provides additional guidance for
estimating fair value in accordance with SFAS No. 157 when the volume and level of activity for the asset or liability
have decreased significantly.  FSP FAS 157-4 also provides guidance on identifying circumstances that indicate a
transaction is not orderly.  The provisions of FSP FAS 157-4 were effective for the period ended June 30, 2009 and
did not have a significant effect on the Company’s condensed consolidated financial statements.

FSP FAS 107-1 and APB 28-1, “Interim Disclosures about Fair Value of Financial Instruments,” requires disclosures
about fair value of financial instruments in interim reporting periods of publicly traded companies that were
previously only required to be disclosed in annual financial statements.  The provisions of FSP FAS 107-1 and APB
28-1 were effective for the Company’s interim period ending on June 30, 2009.  The new interim disclosures are
included in Note 10 Fair Value Measurements.

FSP FAS 115-2 and FAS 124-2, “Recognition and Presentation of Other-Than-Temporary Impairments,” amends
current other-than-temporary impairment guidance in GAAP for debt securities to make the guidance more
operational and to improve the presentation and disclosure of other-than-temporary impairments on debt and equity
securities in the financial statements.  This FSP does not amend existing recognition and measurement guidance
related to other-than-temporary impairments of equity securities.  The provisions of FSP FAS 115-2 and FAS 124-2
are effective for the Company’s interim period ending on June 30, 2009.  The Company adopted the provisions of FSP
SFAS 115-2 and SFAS 124-2 as of June 30, 2009 and it did not have a significant effect on the Company’s condensed
consolidated financial statements.

In May 2009, the FASB issued SFAS No. 165, “Subsequent Events.” The objective of SFAS No. 165 is to establish
general standards of accounting for and disclosure of events that occur after the balance sheet date but before financial
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statements are issued or are available to be issued. In particular, this Statement sets forth:

1. The period after the balance sheet date during which management of a reporting entity
should evaluate events or transactions that may occur for potential recognition or
disclosure in the financial statements.

2. The circumstances under which an entity should recognize events or transactions
occurring after the balance sheet date in its financial statements.

3. The disclosures that an entity should make about events or transactions that occurred
after the balance sheet date.
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In accordance with this Statement, an entity should apply the requirements to interim or annual financial periods
ending after June 15, 2009. This Statement should be applied to the accounting for and disclosure of subsequent
events. This Statement does not apply to subsequent events or transactions that are within the scope of other
applicable GAAP that provide different guidance on the accounting treatment for subsequent events or transactions.
This Statement would apply to both interim financial statements and annual financial statements. The adoption of
SFAS No. 165 as of June 30, 2009 did not have a significant effect on the Company’s condensed consolidated financial
statements.

SFAS No. 166, “Accounting for Transfers of Financial Assets, an Amendment of FASB Statement No. 140.” SFAS 166
amends SFAS 140, “Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, ” to
enhance reporting about transfers of financial assets, including securitizations, and where companies have continuing
exposure to the risks related to transferred financial assets. SFAS 166 eliminates the concept of a “qualifying
special-purpose entity” and changes the requirements for derecognizing financial assets. SFAS 166 also requires
additional disclosures about all continuing involvements with transferred financial assets including information about
gains and losses resulting from transfers during the period. SFAS 166 will be effective January 1, 2010 and is not
expected to have a significant impact on the Company’s condensed consolidated financial statements.

SFAS No. 167, “Amendments to FASB Interpretation No. 46(R)” (SFAS 167) amends FIN 46 (Revised December
2003), “Consolidation of Variable Interest Entities,” to change how a company determines when an entity that is
insufficiently capitalized or is not controlled through voting (or similar rights) should be consolidated. The
determination of whether a company is required to consolidate an entity is based on, among other things, an entity’s
purpose and design and a company’s ability to direct the activities of the entity that most significantly impact the
entity’s economic performance. SFAS 167 requires additional disclosures about the reporting entity’s involvement with
variable-interest entities and any significant changes in risk exposure due to that involvement as well as its affect on
the entity’s financial statements. SFAS 167 will be effective January 1, 2010 and is not expected to have a significant
impact on the Company’s consolidated financial statements.

SFAS No. 168, “The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting
Principles, a Replacement of FASB Statement No. 162” (SFAS 168) replaces SFAS 162, “The Hierarchy of Generally
Accepted Accounting Principles” and establishes the FASB Accounting Standards Codification (the “Codification”) as
the source of authoritative accounting principles recognized by the FASB to be applied by non-governmental entities
in the preparation of financial statements in conformity with GAAP. Rules and interpretive releases of the SEC under
authority of federal securities laws are also sources of authoritative guidance for SEC registrants. All guidance
contained in the Codification carries an equal level of authority. All non-grandfathered, non-SEC accounting literature
not included in the Codification is superseded and deemed non-authoritative. SFAS 168 will be effective for the
Company’s consolidated financial statements for periods ending after September 15, 2009. SFAS 168 is not expected
have a significant impact on the Company’s consolidated financial statements.
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ITEM 2.  MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion should be read in conjunction with the Company’s unaudited condensed consolidated
financial statements and the notes thereto as of June 30, 2009 and the operating results for the six months and three
months then ended, included elsewhere in this report.  This discussion highlights key information as determined by
management but may not contain all of the information that is important to you.  For a more complete understanding,
the following should be read in conjunction with the Company’s Form 10-K filed with the Securities an Exchange
Commission on March 13, 2009; including its audited consolidated financial statements and the notes thereto as of
December 31, 2008 and 2007 and for each of the years in the three-year period ended December 31, 2008.

Cautionary Information Concerning Forward-Looking Statements

This quarterly report on Form 10-Q contains forward-looking statements, which are not historical facts and pertain to
our future operating results.  These statements include, but are not limited to, our plans, objectives, expectations and
intentions and are not statements of historical fact.  When used in this report, the word "expects," "believes,"
"anticipates,” “could,” “may,” “will,” “should,” “plan,” “predicts,” “projections,” “continue” and other similar expressions constitute
forward-looking statements, as do any other statements that expressly or implicitly predict future events, results or
performance, and such statements are made pursuant to the safe harbor provisions of the Private Securities Litigation
Reform Act of 1995.  Certain risks and uncertainties and the Company’s success in managing such risks and
uncertainties may cause actual results to differ materially from those projected, including among others, the risk
factors described in our annual report on Form 10-K filed with the Securities and Exchange Commission (the “SEC”) on
March 13, 2009 as well as general business and economic conditions, including conditions in residential and
commercial real estate markets; volatility and disruption in financial markets; changes in regulatory conditions or
requirements or new legislation; including government intervention in the U.S. financial system; changes in interest
rates including timing or relative degree of change and the interest rate policies of the FRB; competition in the
industry, including our ability to attract deposits; our ability to raise additional capital to address the risk of
exacerbated or protracted economic declines; changes in the demand for loans and changes in consumer spending,
borrowing and savings habits; changes in credit quality and in estimates of future reserve requirements;  changes
in the level of nonperforming assets and charge-offs; and changes in accounting policies.  In addition, these
forward-looking statements are subject to assumptions with respect to future business conditions, strategies and
decisions, and such assumptions are subject to change.

Results may differ materially from the results discussed due to changes in business and economic conditions that
negatively affect credit quality, which may be exacerbated by our concentration of operations in the States of Oregon
and Idaho generally, including the Oregon communities of Central Oregon, Northwest Oregon, Southern Oregon, and
the greater Boise area, specifically.  Likewise, competition or changes in interest rates could negatively affect the net
interest margin, as could other factors listed from time to time in the Company’s SEC reports.  Readers are cautioned
not to place undue reliance on these forward-looking statements, which speak only as of the date hereof.  The
Company undertakes no obligation to publish revised forward-looking statements to reflect the occurrence of
unanticipated events or circumstances after the date hereof.  Readers should carefully review all disclosures filed by
the Company from time to time with the SEC.

Recent Developments

During the second quarter of 2009 the Company initiated strategic action to substantially increase its interest bearing
balances held mainly at the Federal Reserve Bank (FRB).  At June 30, 2009 the balances held at the FRB were $303.6
million or approximately 13% of total assets.  This action was taken to bolster the Bank’s liquidity as part of its
contingency planning to help ensure ample and sufficient liquidity under a wide variety of adverse stress-test
conditions.  Although such stress-test conditions are presently deemed unlikely, management believes it is prudent to
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take such action and remain prepared given uncertain economic and market conditions.  This contingent liquidity has
the effect of lowering the Company’s net interest income because such assets presently earn only a low overnight rate
of 0.25%, which is below the cost of deposits.  The Company may redeploy such assets into higher earning loans and
investments at such time as the uncertain economy improves.

The Company’s previously disclosed application for funds under the Troubled Assets Relief (“TARP”) Capital Purchase
Program was classified as “pending”.  Giving consideration to current factors as they relate to the TARP program, the
Company recently elected to withdraw its application to participate in the TARP Capital Purchase Program.
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During the first quarter of 2009 the Company was subject to its annual regulatory examination at which time
regulators imposed certain restrictions on the Bank.  The Bank has received its formal examination report, and
regulators have continued such restrictions and may impose further limits.  Among other things, the regulators have
instructed management to reduce nonperforming assets, raise and/or improve capital levels, restrict dividend
payments, improve liquidity, limit deposit pricing and restrict access to certain brokered or other volatile wholesale
funds.  At June 30, 2009, the Company’s leverage, tier 1 capital and total risked-based capital ratios were 5.19%,
6.03% and 8.87%, respectively, meeting the benchmarks for “adequately capitalized” by regulatory standards.  These
ratios include a reduction of 63 basis points in the leverage ratio and 74 basis points in the tier 1 and total risked-based
capital ratios related to a disallowance of $14.7 million or approximately 43% of the Company’s deferred tax assets
based upon a regulatory accounting calculation standard that is not directly applicable under generally accepted
accounting principles (“GAAP”).  Regulatory benchmarks for adequately capitalized designation are 4%, 4% and 8% for
leverage, tier 1 capital and total risked-based capital, respectively ; “well capitalized.” benchmarks are 5%, 6%, and
10%, for leverage, tier 1 capital and total risked-based capital, respectively.

An “adequately capitalized” designation may result in certain operating restrictions based upon our capital position and
affects our eligibility for a streamlined review process for acquisition proposals as well as our ability to accept
brokered deposits without the prior approval of the FDIC.  In addition, our status as “adequately capitalized” will likely
result in further restrictions, including restrictions on our ability to make capital distributions, and may result in the
issuance of a regulatory order by the FDIC.

The Company is continuing its efforts to raise additional capital from a variety of sources.   Any potential investment
would be subject to due diligence and may require the approval of the Company’s shareholders. Certain prospective
investors have engaged in various stages of due diligence as to the condition of the Company including discussions
with management as well as a review of historical financial information and  financial analyses of future performance,
including loan portfolio credit quality.  There can be no assurance that the Company’s efforts to raise additional capital
will be successful.

Merger of Independent Auditors

During the second quarter of 2009 the Company’s independent auditors (Symonds, Evans & Company, P.C.) merged
into Delap LLP, a premier CPA firm located in Portland, Oregon.  The primary personnel responsible for providing
services to the Company for Symonds, Evans & Company, P.C. will continue to provide such services for Delap LLP.

Critical Accounting Policies

Critical accounting policies are defined as those that are reflective of significant judgments and uncertainties, and
could potentially result in materially different results under different assumptions and conditions.  We believe that our
most critical accounting policies upon which our financial condition depends, and which involve the most complex or
subjective decisions or assessments are as follows:

Reserve for Credit Losses: The Company’s reserve for credit losses provides for possible losses based upon
evaluations of known and inherent risks in the loan portfolio and related loan commitments. Arriving at an estimate of
the appropriate level of reserve for credit losses (reserve for loan losses and loan commitments) involves a high degree
of judgment and assessment of multiple variables that result in a methodology with relatively complex calculations
and analysis. Management uses historical information to assess the adequacy of the reserve for loan losses as well as
consideration of the prevailing business environment. On an ongoing basis the Company seeks to refine its
methodology such that the reserve is responsive to the effect that qualitative and environmental factors have upon the
loan portfolio. However, external factors and changing economic conditions may impact the portfolio and the level of
reserves in ways currently unforeseen. The reserve for loan losses is increased by provisions for loan losses and by
recoveries of loans previously charged-off and reduced by loans charged-off.  The reserve for loan commitments is
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increased and decreased through non-interest expense.  For a full discussion of the Company’s methodology of
assessing the adequacy of the reserve for credit losses, see "Reserve for Credit Losses" in Management’s Discussion
and Analysis of Financial Condition and Results of Operation in the Company’s Annual Report on Form 10K filed
with the SEC on March 13, 2009.
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Other Real Estate Owned and Foreclosed Assets:  Other real estate owned or other foreclosed assets acquired through
loan foreclosure are initially recorded at fair value less costs to sell when acquired, establishing a new cost basis. The
adjustment at the time of foreclosure is recorded through the reserve for loans losses. Due to the subjective nature of
establishing the fair value when the asset is acquired, the actual fair value of the other real estate owned or foreclosed
asset could differ from the original estimate. If it is determined that fair value declines subsequent to foreclosure, a
valuation allowance is recorded through noninterest expense. Operating costs associated with the assets after
acquisition are also recorded as noninterest expense. Gains and losses on the disposition of other real estate owned and
foreclosed assets are netted and posted to other noninterest expenses.

Mortgage Servicing Rights (MSRs):  Determination of the fair value of MSRs requires the estimation of multiple
interdependent variables, the most impactful of which is mortgage prepayment speeds.  Prepayment speeds are
estimates of the pace and magnitude of future mortgage payoff or refinance behavior of customers whose loans are
serviced by the Company.  Errors in estimation of prepayment speeds or other key servicing variables could subject
MSRs to impairment risk.  On a quarterly basis, the Company engages a qualified third party to provide an estimate of
the fair value of MSRs using a discounted cash flow model with assumptions and estimates based upon observable
market-based data and methodology common to the mortgage servicing market.  Management believes it applies
reasonable assumptions under the circumstances, however, because of possible volatility in the market price of MSRs,
and the vagaries of any relatively illiquid market, there can be no assurance that risk management and existing
accounting practices will result in the avoidance of possible impairment charges in future periods.  See also
“Non-Interest Income” below and footnote 5 of the Condensed Consolidated Financial Statements.

Deferred Income Taxes:  The determination of the amount of deferred income tax assets more likely than not to be
realized is primarily dependent on projections of future earnings, which are subject to uncertainty and estimates that
may change given economic conditions and other factors. The realization of deferred income tax assets is assessed and
a valuation allowance is recorded if it is “more likely than not” that all or a portion of the deferred tax asset will not be
realized. “More likely than not” is defined as greater than a 50% chance. All available evidence, both positive and
negative is considered to determine whether, based on the weight of that evidence, a valuation allowance is needed.
Information about our current financial position and results of operations for the current and preceding years is readily
available. This historical information is supplemented by all currently available information about future years.  As of
June 30, 2009, net deferred income tax assets of $34.3 million are included in other assets and management has
determined that it is “more likely than not” that all such deferred income tax assets will be fully realized and therefore
no valuation allowance was recorded. However, changes in the estimate about future taxable income could
significantly affect the determination of the necessity for a valuation allowance for deferred income tax assets in
future periods.

Economic Conditions

The Company's business is closely tied to the economies of Idaho and Oregon in general and is particularly affected
by the economies of Central, Southern and Northwest Oregon, as well as the Greater Boise, Idaho area. The uncertain
depth and duration of the present economic downturn could continue to cause further deterioration of these local
economies, resulting in an adverse affect on the Company's financial condition and results of operations. Real estate
values in these areas have declined and may continue to fall.  Unemployment rates in these areas have increased
significantly and could increase further. Business activity across a wide range of industries and regions has been
impacted and local governments and many businesses are facing serious challenges due to the lack of consumer
spending driven by elevated unemployment and uncertainty.

The Company’s financial performance generally, and in particular the ability of borrowers to pay interest on and repay
principal of outstanding loans and the declining value of collateral securing those loans, is reflective of the business
environment in the markets where the Company operates. The present significant downturn in economic activity and
declining real estate values has had a direct and adverse effect on the condition and results of operations of the
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Company. This is particularly evident in the residential land development and residential construction segments of the
Company’s loan portfolio. Developers or home builders whose cash flows are dependent on the sale of lots or
completed residences have reduced ability to service their loan obligations and the market value of underlying
collateral has been and continues to be adversely effected. The impact on the Company has been an elevated level of
impaired loans, an associated increase in provisioning expense and charge-offs for the Company leading to a net loss
of $32.0 million and $28.1 million in the six month and three month periods ended June 30, 2009. The local and
regional economy also has a direct impact on the volume of bank deposits.  Core deposits have declined since
mid-2006 because business and retail customers have realized a reduction in cash available to deposit in the Bank.
However, core deposits are showing signs of stabilization in the second quarter of 2009 as indicated by an increase in
average balances in non-interest bearing accounts in the current quarter after declining for 10 consecutive quarters
since the onset of the recession in mid 2006.
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Highlights and Summary of Performance – Second Quarter of 2009

•Second Quarter Net Loss Per Share: of ($1.00) or ($28.1 million) compared to a net loss per share of ($0.12) or
($3.4 million) a year-ago mainly due to $48 million provision for loan losses.

• Credit Quality: Reserve for credit losses at 3.50% of total loans.
• Credit Quality: Non-performing assets (NPA’s) at $204.1 million down from $217.3 million for prior quarter.

• Total Deposits: up 23.3% compared to a year-ago primarily in time deposits to enhance liquidity.
•Interest Bearing Balances: held at Federal Reserve Bank of approximately $303.6 million or 13% of assets to

enhance liquidity.
• Total Loans: down 12.7% compared to a year-ago.

• Total Risk Based Capital Ratio: at 8.87% compared to 11.13% a year-ago.
•Net Interest Margin: 3.52% vs. 3.86% in the linked-quarter mainly due to the affects of increased balances held at

Federal Reserve Bank.

Cascade reported a second quarter 2009 net loss of $28.1 million or ($1.00) per share compared to a net loss of $3.4
million or ($0.12) per share for the year-ago quarter primarily due to elevated loan loss provision expense, decreased
interest income, and an increase in noninterest expense due to OREO valuation charges and a higher FDIC deposit
insurance assessment.  The second quarter 2009 provision for loan losses totaled $48.0 million (pre-tax) with net loan
charge-offs of $35.3 million (pre-tax) primarily due to deteriorating appraised values on collateral dependent
loans.  Non-performing assets (NPA’s) stabilized at $204.1 million down from $217.3 million in the linked-quarter.

Interest income was lower for the second quarter 2009 primarily due to a 12.7% reduction in loans outstanding
compared to the year-ago period primarily due to management’s actions to strategically reduce outstanding loans to
lower credit risk exposure and support regulatory capital ratios in view of adverse economic conditions.  Loan
reduction was achieved through loan sales or loan participations as well as non-renewal of mainly transaction-only
loans where deposit relationship with customers was considered negligible.  Loan charge-offs of $35.3 million for the
quarter also contributed to reduced loan balances.

With declining loan originations, loan fee income was below that of prior periods and interest reversed and foregone
on NPA’s was higher. Non-interest expenses were higher primarily because of increased FDIC deposit insurance costs
of approximately $2.9 million or $0.06 per share including the special assessment of 0.05% applied to total assets less
Tier 1 capital.  In addition, OREO valuation adjustments were approximately $4.0 million for the quarter, compared to
$0.3 million for the year-ago quarter.

Total deposits at June 30, 2009, were $2.0 billion, up 23.3% compared to the year-ago quarter mainly as a result of
increased time deposits acquired to strategically increase the Company’s liquidity during these uncertain economic
times.  The historic strength of the Company’s customer relationship deposit franchise has provided the opportunity to
increase its time deposit portfolio as a meaningful contribution in a challenged time. Importantly, customer
relationship deposits appear to have stabilized somewhat in the current quarter compared to the linked-quarter, with
non interest bearing deposits increasing modestly to $424.8 million or by $17.5 million after 10 consecutive quarters
of decline that paralleled the economic downturn.
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During the quarter the Company increased its strategic liquidity, by substantially increasing its interest bearing
balances held mainly at the Federal Reserve Bank.  This cash balance was $303.6 million or approximately 13% of
total assets at June 30, 2009 and as compared to $66.5 million at March 31, 2009.  This action was taken to bolster the
Company’s liquidity as part of the Company’s contingency planning under a wide variety of adverse stress-test
conditions.  Although such stress-test conditions are presently not deemed likely, management believes it is prudent to
take such action and remain prepared to respond to continued uncertain economic and market conditions.  This
contingent liquidity has the effect of lowering the Company’s net interest income because such assets presently earn
only a low overnight rate of 0.25%, below the cost of deposits.  The Company may redeploy such assets into higher
earning loans and investments at such time as the uncertain economy improves.

The net interest margin (NIM) was 3.52% for the second quarter of 2009 compared to 3.86% for the linked-quarter
and 4.52% in the year-ago period mainly due to increases in interest bearing balances held with Federal Reserve Bank
for liquidity purposes.  The linked-quarter margin was reduced by approximately 24 basis points.  In addition, NIM
was affected by approximately 11 basis points due to interest reversals and an elevated level of NPA’s that do not earn
interest income.

Non-interest income declined $0.7 million from the year-ago level while non interest expense increased $5.2 million,
including $4.0 million of OREO valuation adjustments, leaving the remaining increase of $1.2 million mainly due to
increased FDIC insurance expense which was partially offset by a reduction in staffing expenses in the current period.

At June 30, 2009, the Company’s leverage, tier 1 capital and total risked-based capital ratios were 5.19%, 6.03% and
8.87%, respectively, meeting the benchmarks for “adequately capitalized” by regulatory standards.  Regulatory
benchmarks for adequately capitalized designation are 4%, 4% and 8% for leverage, tier 1 capital and total
risked-based capital, respectively ; “well capitalized.” benchmarks are 5%, 6%, and 10%, for leverage, tier 1 capital and
total risked-based capital, respectively.

  The Company’s ratios at June 30, 2009 include a reduction of 63 basis points in the leverage ratio and 74 basis points
in the tier 1 and total risked-based capital ratios related to a disallowance of $14.7 million or approximately 43% of
the Company’s deferred tax assets based upon a regulatory accounting calculation standard that is not directly
applicable under GAAP.  The Company can give no assurance that in the future its deferred tax asset will not be
impaired since such determination is based on projections of future earnings, which are subject to uncertainty and
estimates that may change given economic conditions and other factors.

 Loan portfolio and credit quality

At June 30, 2009, Cascade’s loan portfolio was approximately $1.8 billion, down $265.4 million and $132.5 million
compared to a year-ago and on a linked-quarter basis, respectively. This strategic loan reduction was achieved through
select loan sales or loan participations as well as non-renewal of mainly transaction only loans where the Company
does not consider itself to be the customer’s primary bank based upon the overall balance of its banking and deposit
relationship with the customer.  These actions resulted in lower credit risk exposure and thereby help to support
regulatory capital ratios.

Broadly, credit quality challenges during the second quarter 2009 were primarily due to deteriorating appraised values
on collateral dependent loans especially in the residential land development portfolio.  Appraised values continue to
decline in part because nearly all sales of such properties are distressed sales such as bank short sales or foreclosures.

NPA’s decreased to $204.1 million, or 8.5% of total assets compared to $217.3 million or 9.4% of total assets for the
linked-quarter. The land development portfolio is nearly all classified as NPA.  Such loans represent approximately
10% of the Bank’s overall loan portfolio but nearly 80% of total NPA’s.  Because of the uncertain real estate market, no
assurances can be given as to the timing of ultimate disposition of such assets or that the sale price will be at or above
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carrying fair value. The orderly resolution of non-performing loans and OREO properties is a priority for
management.

At June 30, 2009, loans delinquent greater than 30 days were at 0.52% of total loans compared to 0.90% for the
linked-quarter and 0.19% for the year-ago quarter.  At June 30, 2009 the delinquency rate in our commercial real
estate (“CRE”) portfolio and our commercial and industrial (“C&I”) portfolio was 0.56% and 0.64%, respectively. CRE
loans represent the largest portion of Cascade’s portfolio at 37% of total loans and the C&I loans represent 29% of
total loans.  While credit quality challenges continue to be centered in the Bank’s residential land development
portfolio, the current economic challenges have had an impact on the CRE and C&I portfolio as well.  We can provide
no assurance that the delinquency rate in the Bank’s CRE and C&I portfolio will not continue to increase.
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At June 30, 2009 the total reserve for credit losses was $63.1 million or 3.50% of total loans.  Management believes
the reserve for credit losses is at an appropriate level based on evaluation and analysis of portfolio credit quality in
conjunction with prevailing economic conditions and estimated fair values of collateral supporting non performing
loans. The reserve includes approximately $8.3 million or 15.3% in unallocated reserves which reflect qualitative risk
factors such as level and trend of charge-off and recoveries; level and trend in delinquencies, nonaccrual loans and
impaired loans; and experience, ability, and depth of lending management and other relevant staff.  With uncertainty
as to the depth and duration of the real estate slowdown and its economic effect on the communities within Cascades’
banking markets, we can give no assurances that the reserve will be adequate in future periods or that the level of
NPA’s will subside.  Further provisioning and charge-offs may be required before values stabilize. See “Loans – Real
Estate Loan Concentration” Below.

Deposits

Total deposits at June 30, 2009, were $2.0 billion, up 23.3% compared to a year-ago and up 6.3% on a linked-quarter
basis, primarily due to higher brokered deposits as well as recent success in attracting internet sourced deposits and
stabilizing local customer account totals.  In addition, the year-over-year increase included higher brokered
deposits.  Customer relationship deposits were $1.5 billion at period-end, down 1.9% compared to a year-ago,
however were up 5.1% on a linked-quarter basis.  The increase in the linked-quarter is primarily due to the Bank’s
direct marketing efforts which have focused on attracting and retaining local retail depositors. The Bank has
historically prioritized serving business, public and not-for-profit depository customers.  The Company can provide no
assurance that this initiative will prove to be successful.  The Bank also utilized internet sourced time deposits and
increased its brokered time deposits by $220.2 million since the year ago period.

At June 30, 2009 wholesale brokered deposits totaled $245.9 million compared to $159.2 million at December 31,
2008.  In addition, local relationship based reciprocal CDARS deposits totaled $123.4 million at June 30, 2009.  In
February 2009, the FDIC informed the Bank that it was placing a temporary restriction on the Bank’s ability to
increase brokered deposits, including the Bank’s reciprocal CDARS program and limited pricing on deposits pending
final results of the examination.  As discussed elsewhere, the Bank has received its formal examination report, and
regulators have continued such restrictions and may impose further limits.

To provide customer assurances, the Company is participating in the FDIC’s temporary 100% guarantee of
non-interest bearing checking accounts, including NOW accounts paying less than 0.50%. Additionally, under recent
changes from the FDIC, all interest bearing deposit accounts are insured up to $250,000 through December 31, 2013.

RESULTS OF OPERATIONS – Six Months and Three Months ended June 30, 2009 and 2008

Income Statement

Net Loss

Net loss increased $34.6 million for the six months and increased $24.7 million for the three months ended June 30,
2009 as compared to the same periods in 2008.  These increases were primarily due to elevated level of loan loss
provision and a decrease in net interest income for each period presented.  The loan loss provision increased $40.1
million for the six months and increased $29.6 million for the quarter ended June 30, 2009. Net interest income
decreased $10.7 million for the six months and decreased $5.4 million for the quarter ended June 30, 2009 mainly due
to lower loan balances and interest reversed and foregone on non performing loans.  Non-interest income was down
slightly for both periods, meanwhile non-interest expense increased $4.4 million for the six months and increased $5.2
million for the quarter, primarily due to expenses related to other real estate owned and legal related costs, offset by a
reduction in staffing expenses in the current periods.
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Net Interest Income / Net Interest Margin

Yields on earning assets during the second quarter of 2009 were 5.15% compared to 5.53% in the linked-quarter and
down from 6.38% in the year ago quarter.  The year-over-year and linked-quarter decline in yields were mainly a
result of declining market rates as well as the effect of interest forgone and reversed on non-performing loans. The
average rate paid on interest bearing liabilities was relatively flat at 1.99% for the current quarter as compared to
2.00% for the linked-quarter and is below the 2.37% for the year ago quarter due to the declining market rates.

For the quarter ended June 30, 2009, the net interest margin was 3.52% compared to 3.86% for the linked-quarter, and
4.52% for the year ago quarter.  Meanwhile, the overall cost of funds was down to 1.61% in the current quarter
compared to 1.64% for the linked-quarter and down from 1.90% for the year-ago quarter.  The lower net interest
margin was primarily due to increases in interest bearing balances held with the Federal Reserve Bank reducing the
margin by approximately 24 basis points compared to linked-quarter.  In addition, the NIM was affected by
approximately 11 basis points due to interest reversals and elevated level of non-performing assets that do not earn
interest income. Adjusted for these factors the NIM would have been 3.89% for the second quarter of 2009.

Because one of Cascade’s strengths has historically been its relatively high proportion of non-interest bearing deposits,
lower market interest rates may modestly compress the Company’s net interest margin as yields decline against an
already low cost of funds.  Importantly, this effect should also reverse once the economy rebounds.  See cautionary
“Forward Looking Statements” below and Risk Factors in Item 2A below for further information on risk factors
including interest rate risk.
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Components of Net Interest Margin

The following table sets forth for the quarters ended June 30, 2009 and 2008 information with regard to average
balances of assets and liabilities, as well as total dollar amounts of interest income from interest-earning assets and
interest expense on interest-bearing liabilities, resultant average yields or rates, net interest income, net interest spread
and net interest margin for the Company (dollars in thousands):

Quarter ended Quarter ended
June 30, 2009 June 30, 2008

Interest Average Interest Average
Average Income/ Yield or Average Income/ Yield or
Balance Expense Rates Balance Expense Rates

Assets
Taxable securities $ 98,938 $ 1,174 4.76% $ 81,869 $ 1,068 5.23%
Non-taxable securities (1) 3,690 47 5.11% 5,975 71 4.77%
Interest bearing balances due
from other banks 160,676 58 0.14% - - 0.00%
Federal funds sold 5,012 2 0.16% 1,719 10 2.33%
Federal Home Loan Bank stock 10,472 - 0.00% 10,961 49 1.79%
Loans (1)(2)(3)(4) 1,885,492 26,502 5.64% 2,058,327 33,168 6.46%
Total earning assets/interest
income 2,164,280 27,783 5.15% 2,158,851 34,366 6.38%
Reserve for loan losses (52,562) (35,880)
Cash and due from banks 38,622 18,687
Premises and equipment, net 39,203 37,571
Bank-owned life insurance 33,595 33,674
Accrued interest and other
assets 108,999 199,605
Total assets $ 2,332,137 $ 2,412,508

Liabilities and Stockholders'
Equity
Interest bearing demand
deposits $ 715,729 1,751 0.98% $ 888,895 3,934 1.78%
Savings deposits 35,197 19 0.22% 37,016 35 0.38%
Time deposits 709,902 4,630 2.62% 302,359 2,469 3.28%
Other borrowings 319,009 2,412 3.03% 466,901 3,576 3.07%
Total interest bearing
liabilities/interest expense 1,779,837 8,812 1.99% 1,695,171 10,014 2.37%
Demand deposits 409,174 414,130
Other liabilities 12,589 21,123
Total liabilities 2,201,600 2,130,424
Stockholders' equity 130,537 282,084
Total liabilities and
stockholders' equity $ 2,332,137 $ 2,412,508

Net interest income $ 18,971 $ 24,352

Net interest spread 3.16% 4.02%
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Net interest income to earning
assets 3.52% 4.52%

(1) Yields on tax-exempt municipal loans and securities have been stated on a tax-equivalent basis.

(2)
Average non-accrual loans included in the computation of average loans was approximately $171.1
million for 2009 and $81.0 million for 2008.

(3)
Loan related fees recognized during the period and included in the yield calculation totalled
approximately $0.9 million in both 2009 and 2008.

(4) Includes mortgage loans held for sale.

Analysis of Changes in Interest Income and Expense

The following table shows the dollar amount of increase (decrease) in the Company’s consolidated interest income and
expense for the quarter ended June 30, 2009, and attributes such variance to “volume” or “rate” changes.  Variances that
were immaterial have been allocated equally between rate and volume categories (dollars in thousands):

Quarter ended
June 30, 2009 vs. 2008

Total Volume Rate
Interest income:
Interest and fees on loans $ (6,666) $ (2,785) $ (3,881)
Investments and other 83 271 (188)
Total interest income (6,583) (2,514) (4,069)
Interest expense:
Interest bearing demand (2,182) (766) (1,416)
Savings (16) (2) (14)
Time deposits 2,161 3,328 (1,167)
Other borrowings (1,164) (1,133) (31)
Total interest expense (1,201) 1,427 (2,628)
Net interest income $ (5,382) $ (3,941) $ (1,441)
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Loan Loss Provision

The loan loss provision for the six months ended June 30, 2009 was $63.0 million and for the quarter ended June 30,
2009 was $48.0 million, as compared to $22.9 million and $18.4 million for the six months and three months periods,
respectively, a year ago.  These increases were primarily due to deteriorating appraised values on collateral dependent
loans especially in the residential land development portfolio.  At June 30, 2009, the reserve for credit losses (reserve
for loan losses and loan commitments) was 3.50% of outstanding loans, as compared to 1.94% for the year ago
period.  For further discussion, see “Critical Accounting Policies - Reserve for Credit Losses” and “Loan Portfolio and
Credit Quality” above.  There can be no assurance that the reserve for credit losses will be sufficient to cover actual
loan related losses.  

Non-Interest Income

Non-interest income decreased 4.7% for the six months and decreased 1.5% for the quarter ended June 30, 2009
compared to the year ago periods. Service charges on deposit accounts were down $0.6 million, earnings on
bank-owned life insurance was down $0.5 million, and other income was down $0.4 million. These decreases were
partially offset by gains on sales of investment securities available-for-sale of $0.4 million.  In addition, the prior year
period included a gain on visa ownership interest of $0.6 million.  Mortgage revenue was up compared to the
six-month and three- month periods compared to the prior year.

Residential mortgage originations were up 10.0% to $66.5 million for the current quarter ended June 30, 2009
compared to $60.5 million in the linked-quarter and up 83.3% from the year-ago period.  Historically, the Company
has focused on originating conventional mortgage products throughout its history while purposefully avoiding
sub-prime / option-ARM type products.  As a result, the delinquency rate within Cascade’s $548 million portfolio of
serviced residential mortgage loans is approximately 1.91%, notably below the national mortgage delinquency rate of
12.07% as of March 31, 2009.  The fair value of servicing portfolio is estimated to exceed book value by amounts
ranging from $0.8 million to $1.8 million.

Non-Interest Expense

Non-interest expense for the six months and three months ended June 30, 2009 increased 14.8% and 34.8% from the
same periods a year ago.  The 2009 increases are attributable to increases in the cost of FDIC insurance and OREO
related costs, partially offset by a reduction in salaries and employee benefits expense.  The increase in FDIC
insurance was due to a special assessment of approximately $1.1 million accrued in the second quarter.  In addition,
ongoing FDIC insurance has increased $1.8 million as compared to the year ago period due to an increase in the
assessment rate beginning in December 2008 which also includes 10 basis points on insured/covered transaction
accounts exceeding $250 thousand under the Temporary Liquidity Guaranty Program.

Income Taxes

The Company’s effective income tax rates for the three months ended June 30, 2009 and 2008 and the six months
ended June 30, 2009 approximated 40% to 42%.  In general, these effective rates are higher than the expected
statutory rates primarily due to the utilization of losses and the benefit from tax credits. The Company’s effective
income tax rate of approximately 6% for the six months ended June 30, 2008, was primarily related to the effects of
nontaxable interest income and tax credits in proportion to the Company’s income before income taxes. As of June 30,
2009, the Company had recorded refundable income taxes receivable of approximately $10.5 million related to the
carryback of operating losses to prior years.  For discussion of the Company’s deferred income tax assets see “Critical
Accounting Policies – Deferred Income Taxes” above.

Financial Condition
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Balance Sheet Overview

At June 30, 2009 total assets remained steady at $2.4 billion compared to year-end 2008.  Cash and cash equivalents
increased $295.2 million or 14.3% of assets at June 30, 2009 to provide increased liquidity in these uncertain
economic times.  Total loans have been reduced by $149.2 million as compared to year-end 2008 and $128.1 million
since the prior quarter-end primarily due to management’s actions to strategically reduce outstanding loans.  Loan
reduction was achieved through select loan sales or loan participations as well as non-renewal of mainly transaction
only loans where deposit relationship with customers was viewed as de minimus. Loan charge-offs of $35.3 million
also contributed to overall reducing loan balances.  The reduction in loan balances has resulted in lower credit risk
exposure and help to support the Bank’s regulatory capital ratios.
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Funding sources have increased, including TLGP debt issuance, internet listing service deposits and brokered
deposits.  These increases also offset reduced core deposits that have trended down due to the ongoing effects of an
adverse economy on local markets.

The Company had no material off balance sheet derivative financial instruments as of June 30, 2009 and December
31, 2008.

Capital Resources

The Company’s total stockholders’ equity at June 30, 2009 was $104.8 million, a decrease of $30.4 million from
December 31, 2008.  The decrease primarily resulted from a net loss for the six months ended June 30, 2009.

At June 30, 2009, the Company’s capital adequacy ratios, as calculated under regulatory guidelines, were 5.19%,
6.03% and 8.87% for leverage, tier 1 capital and total risked-based capital, respectively, meeting the benchmarks for
an “adequately capitalized” bank.  These ratios include a reduction of 63 basis points in the leverage ratio and 74 basis
points in the tier 1 and total risked-based capital ratios related to a disallowance of $14.7 million or approximately
43% of the Company’s deferred tax assets based upon a regulatory accounting calculation standard that is not directly
applicable under GAAP.  Regulatory benchmarks for adequately capitalized designation are 4%, 4% and 8% for
leverage, tier 1 capital and total risked-based capital, respectively ; “well capitalized” benchmarks are 5%, 6%, and 10%,
for leverage, tier 1 capital and total risked-based capital, respectively.

           The Company can give no assurance that in the future its deferred tax asset will not be impaired since such
determination is based on projections of future earnings, which are subject to uncertainty and estimates that may
change given economic conditions and other factors.

The Bank’s designation as “adequately capitalized” may subject us to certain operating restrictions and affects our
eligibility for a streamlined review process for acquisition proposals as well as our ability to accept brokered deposits
without the prior approval of the FDIC.  In addition, our status as “adequately capitalized” will likely result in further
restrictions, including restrictions on our ability to make capital distributions and may result in the issuance of a
regulatory order by the FDIC.

The Company is currently seeking additional equity capital to bolster the Company’s capital. The Company may not be
able to obtain such financing or it may be only available on terms that are unfavorable to the Company and its
shareholders.

From time to time the Company makes commitments to acquire banking properties or to make equipment or
technology related investments of capital. At June 30, 2009, the Company had no material capital expenditure
commitments apart from those incurred in the ordinary course of business.

Off-Balance Sheet Arrangements

A summary of the Bank’s off-balance sheet commitments at June 30, 2009 and December 31, 2008 is included in the
following table (dollars in thousands):

June 30, 
2009

December 31,
2008

Commitments to extend credit $ 330,834 $ 465,500
Commitments under credit card lines of credit 30,770 30,522
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Standby letters of credit 10,358 18,583

   Total off-balance sheet financial instruments $ 371,962 $ 514,605
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Liquidity and Sources of Funds

The objective of the Bank’s liquidity management is to maintain ample cash flows to meet obligations for depositor
withdrawals, fund the borrowing needs of loan customers, and to fund ongoing operations. Core relationship deposits
are the primary source of the Bank’s liquidity.  As such, the Bank focuses on deposit relationships with local business
and consumer clients who maintain multiple accounts and services at the Bank.  The Company views such deposits as
the foundation of its long-term liquidity because it believes such core deposits are more stable and less sensitive to
changing interest rates and other economic factors compared to large time deposits or wholesale purchased funds. The
Bank’s customer relationship strategy has resulted in a relatively higher percentage of its deposits being held in
checking and money market accounts, and a lesser percentage in time deposits.

At June 30, 2009 the Bank has taken the below described actions to increase its short term liquidity.  Liquid assets are
mainly balances held at FRB totaling $303.6 million compared to $75.8 million at prior quarter end and a negligible
amount at December 31, 2008.

Over the past several quarters average customer relationship deposits have declined in tandem with the slowing
economy, with a decrease of approximately $106.6 million since year-end 2008.  Meanwhile, noninterest bearing
demand deposits on average have increased $14.4 million since year-end 2008.  The pace of decline has slowed
recently with relationship deposits showing modest easing in balances over the past several months.  In response to
lower customer relationship balances the Bank has increased its overall use of wholesale funding sources since late
2008 and anticipates that such will be the case until the economy rebounds. Specifically, the Bank has increased its
brokered deposits, internet service listing deposits, and senior unsecured debt.  In addition it has reduced loans and
other assets and has worked to increase its share of customer deposits in its markets.  As to the latter, the Bank has
embarked on a marketing program to attract additional local deposits targeted at the retail market which historically
has been a lower priority focus compared to serving business, public and not for profit customers.

The Bank’s internet listing service deposits at June 30, 2009 was approximately $168.1 million compared to $97.7
million at March 31, 2009 and a de minimus balance at year-end 2008. Such deposits are sourced by posting time
deposit rates on an internet site where institutions seeking to deploy funds contact the Bank directly to open a deposit
account.  At June 30, 2009 wholesale brokered deposits totaled $238.4 million down from $268.0 million at March 31,
2009 and up from $159.2 million at December 31, 2008, excluding CDARs reciprocal deposits.  As discussed
elsewhere, “adequately capitalized” banks are restricted from accessing wholesale brokered deposits, however, the Bank
has a temporary waiver with respect to CDARS reciprocal deposits.  No assurance can be given that the waiver will be
available going forward. The Company has reduced its loans to further increase liquidity primarily related to loan-only
credits where Cascade is not the borrower’s primary bank.  In addition, the Bank is working to reduce nonperforming
assets and other non-relationship assets as possible.  The Company can provide no assurance as to its successful
implementation of plans or that further deterioration in economic conditions and deposit trends will not have a
material adverse effect on the Company's liquidity.

Available borrowing capacity has been reduced as the Company drew on its available sources.  At June 30, 2009, the
FHLB had extended the Bank a secured line of credit of $840.9 million that may be accessed for short or long-term
borrowings given sufficient qualifying collateral. As of June 30, 2009, the Bank had qualifying collateral pledged for
FHLB borrowings totaling $352.0 million which was fully utilized by approximately $208.0 million in secured
borrowings and $138.0 million FHLB letter of credit used for collateralization of public deposits held by the
Bank.  However, the Bank also had undrawn borrowing capacity at FRB of approximately $77.7 million at June 30,
2009 that is currently supported by specific qualifying collateral. Borrowing capacity from FHLB or FRB may
fluctuate based upon the acceptability and risk rating of loan collateral and counterparties could adjust discount rates
applied to such collateral at their discretion.  The Bank is in the process of identifying additional collateral available
for pledging at both FHLB and FRB.  As with many community banks, correspondent banks have withdrawn
unsecured lines of credit or now require collateralization for the purchase of fed funds on a short-term basis due to
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present adverse economic environment.

In 2008, the U.S. Treasury announced the Temporary Liquidity Guarantee Program (TLGP) under which the FDIC
would temporarily provide a guarantee of the senior debt of FDIC-insured institutions and their holding companies.
On February 12, 2009 the Bank issued $41 million of under the FDIC’s Temporary Liquidity Guarantee Program
(TLGP) which temporarily provide a guarantee of the senior debt of FDIC-insured institutions and their holding
companies.  The issuance included $16 million floating rate and $27 million fixed rate notes maturing February 12,
2012.
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Liquidity may be affected by the Bank’s routine commitments to extend credit.  Historically a significant portion of
such commitments (such as lines of credit) have expired or terminated without funding. In addition, more than
one-third of total commitments pertain to various construction projects. Under the terms of such construction
commitments, completion of specified project benchmarks must be certified before funds may be drawn. At June 30,
2009, the Bank had approximately $372.0 million in outstanding commitments to extend credit, compared to
approximately $514.6 million at year-end 2008. At this time, management believes that the Bank’s available resources
will be sufficient to fund its commitments in the normal course of business.

Inflation

The effect of changing prices on financial institutions is typically different than on non-banking companies since
virtually all of a bank's assets and liabilities are monetary in nature. In particular, interest rates are significantly
affected by inflation, but neither the timing nor magnitude of the changes are directly related to price level indices;
therefore, the Company can best counter inflation over the long term by managing net interest income and controlling
net increases in noninterest income and expenses.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The disclosures in this item are qualified by the Risk Factors set forth in Item 1A and the Section entitled “Cautionary
Information Concerning Forward-Looking Statements” included in Item 2. Management’s Discussion and Analysis of
Financial Condition and Results of Operations in this report and any other cautionary statements contained herein.

Refer to the disclosures of market risks included in Item 7A Quantitative and Qualitative Disclosures about Market
Risks in the Company’s 2008 Form 10-K.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedure

As required by Rule 13a-15 under the Exchange Act of 1934, management, including the Chief Executive Officer and
Chief Financial Officer, carried out an evaluation of the effectiveness of the design and operation of the Company’s
disclosure controls and procedures as of the end of the period covered by this report.  This evaluation was carried out
under the supervision and with the participation of the Company’s management, including the Company’s Chief
Executive Officer and the Company’s Chief Financial Officer.  Based upon that evaluation, the Chief Executive
Officer and the Chief Financial Officer concluded that the Company’s disclosure controls and procedures are effective
as of the end of the period covered by this report.

Changes in Internal Controls

During the second quarter of 2009, the Company had no changes to identified internal controls that has materially
affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting.

PART II - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The Company is from time to t ime a party to various legal actions arising in the normal course of
business.  Management does not expect the ultimate disposition of these matters to have a material adverse effect on
the business or financial position of the Company.

ITEM 1A. RISK FACTORS

There have been no material changes to Cascade’s risk factors previously disclosed in Part I – item 1A “Risk Factors: of
Cascade’s Annual Report of Form 10-K filed with the SEC on March 13, 2009 for the year ended December 31, 2008.”

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

During the quarter ended June 30, 2009, the Company did not repurchase any shares under its currently authorized
repurchase plan and does not expect to engage in repurchase for the foreseeable future.  As of June 30, 2009, the
Company was authorized to repurchase up to an additional 1,423,526 shares under this repurchase plan.

ITEM 6. EXHIBITS

(a) Exhibits

31.1 Certification of Chief Executive Officer
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31.2 Certification of Chief Financial Officer
32 Certification Pursuant to Section 906
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SIGNATURES

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

CASCADE BANCORP
(Registrant)

Date  July 29, 2009 By /s/ Patricia L. Moss
Patricia L. Moss, President & CEO

Date    July 29, 2009 ByGregory D. Newton
Gregory D. Newton, EVP/Chief Financial
Officer
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