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(Print or Type Responses)

1. Name and Address of Reporting Person *

SOFFER ROBERT M
(Last) (First) (Middle)
C/O ROGERS CORP, ONE

TECHNOLOGY DRIVE PO BOX
188

(Street)

ROGERS, CT 06263-0188

2. Issuer Name and Ticker or Trading

Symbol

ROGERS CORP [ROG]

3. Date of Earliest Transaction
(Month/Day/Year)
05/31/2005

4. If Amendment, Date Original
Filed(Month/Day/Year)

Section 17(a) of the Public Utility Holding Company Act of 1935 or Section
30(h) of the Investment Company Act of 1940

5. Relationship of Reporting Person(s) to
Issuer

(Check all applicable)

Director 10% Owner
__X__ Officer (give title Other (specify
below) below)

V.P., Treasurer and Secretary

6. Individual or Joint/Group Filing(Check

Applicable Line)

_X_ Form filed by One Reporting Person
___ Form filed by More than One Reporting
Person

Table I - Non-Derivative Securities Acquired, Disposed of, or Beneficially Owned

(City) (State) (Zip)
1.Title of 2. Transaction Date 2A. Deemed 3. 4. Securities Acquired
Security (Month/Day/Year) Execution Date, if Transaction(A) or Disposed of (D)
(Instr. 3) any Code (Instr. 3, 4 and 5)
(Month/Day/Year) (Instr. 8)
(A)
or
Code V Amount (D) Price

Capital $
(Common)  05/31/2005 M 669 A

38.22
Stock
Capital $
(Common) 05/31/2005 F 614 D

41.59
Stock
Capital $
(Common) 05/31/2005 M 331 A

38.22
Stock
Capital 05/31/2005 F 313 D §

5. Amount of 6. 7. Nature of
Securities Ownership  Indirect
Beneficially Form: Direct Beneficial
Owned (D) or Ownership
Following Indirect (I)  (Instr. 4)
Reported (Instr. 4)

Transaction(s)

(Instr. 3 and 4)

39,253 D

38,639 D

38,970 D

38,657 D
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Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
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Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005
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M 500

F 420

M 500

F 449

M 2,000
F 1,816
M 3,000
F 2,724
M 5800
F 5,268
M 2,000
F 1,789
M 3,200
F 2,916

41.59

$ 35

41.59

$35

41.59

35.56

41.59

35.56

41.59

35.56

41.59

34.69

41.59

35.78

41.59

39,157

38,737

39,237

38,788

40,788

38,972

41,972

39,248

45,048

39,780

41,780

39,991

43,191

40,275 D
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Reminder: Report on a separate line for each class of securities beneficially owned directly or indirectly.

Persons who respond to the collection of
information contained in this form are not
required to respond unless the form
displays a currently valid OMB control
number.

Table II - Derivative Securities Acquired, Disposed of, or Beneficially Owned
(e.g., puts, calls, warrants, options, convertible securities)

1. Title of 2. 3. Transaction Date 3A. Deemed 4. 5. Number 6. Date Exercisable and
Derivative Conversion (Month/Day/Year) Execution Date, if Transactiowf Derivative Expiration Date
Security or Exercise any Code Securities (Month/Day/Year)
(Instr. 3) Price of (Month/Day/Year) (Instr.8) Acquired
Derivative (A) or
Security Disposed of
D)
(Instr. 3, 4,

Employee
Stock
Option
(Right to
Buy)

Employee
Stock
Opiton
(Right to
Buy)

Employee
Stock
Option
(Right to
Buy)

Employee
Stock
Option
(Right to
Buy)

Employee
Stock
Option
(Right to
Buy)

Employee
Stock

$38.22

$38.22

$ 35

$35

$35.56

$35.56

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

05/31/2005

and 5)

Code V (A)

D)

669

331

500

500

Date

Exercisable

05/31/2005

05/31/2005

05/31/2005

05/31/2005

2,000 05/31/2005

3,000 05/31/2005

Expiration

Date

07/21/2005

07/21/2005

08/01/2005

08/01/2005

08/02/2005

08/02/2005

SEC 1474

(9-02)

7. Title and Amount of
Underlying Securities

(Instr. 3 and 4)

Title

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)
Stock

Capital
(Common)

3

Amount
or
Number
of
Shares

669

331

500

500

2,000

3,000
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Option
(Right to
Buy)

Employee

Stock

Option $35.56 05/31/2005
(Right to

Buy)

Employee

Stock

Option $34.69 05/31/2005
(Right to

Buy)

Employee

Stock

Option $35.78 05/31/2005
(Right to

Buy)

Reporting Owners

Reporting Owner Name / Address

SOFFER ROBERT M
C/O ROGERS CORP

ONE TECHNOLOGY DRIVE PO BOX 188

ROGERS, CT 06263-0188
Signatures

Amy M. Vertefeuille as Power of
Attorney

**Signature of Reporting Person

Stock
Capital

M 5,800 05/31/2005 08/08/2005 (Common)
Stock
Capital

M 2,000 05/31/2005 09/05/2005 (Common)
Stock
Capital

M 3,200 05/31/2005 09/06/2005 (Common)
Stock

Relationships
Director 10% Owner  Officer Other

V.P., Treasurer and Secretary

06/01/2005

Date

Explanation of Responses:

*  If the form is filed by more than one reporting person, see Instruction 4(b)(v).

*%  Intentional misstatements or omissions of facts constitute Federal Criminal Violations. See 18 U.S.C. 1001 and 15 U.S.C. 78ff(a).

(1) Mr. Softer also indirectly owns 3,170.05236 shares of Rogers Corporation Capital (Common) Stock through the Company's 401 (k) plan.

Note: File three copies of this Form, one of which must be manually signed. If space is insufficient, see Instruction 6 for procedure.
Potential persons who are to respond to the collection of information contained in this form are not required to respond unless the form displays

a currently valid OMB number. nt-family:Times New Roman" SIZE="2">

Collectively evaluated for impairment

683,416 493,481 1,211,268 193,381 739,216

Reporting Owners

1,689,546 0 5,010,308

5,800

2,000

3,200



Edgar Filing: ROGERS CORP - Form 4

Total loans receivable, gross

$758,410 $517,022 $1,314,657 $525,668 $744,068 $1,770,426 $0 $5,630,251

Explanation of Responses:
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Allowance for loan losses:

Individually evaluated for impairment

Explanation of Responses:
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$(1,239) $(1,158) $(7,859) $(20,676) $(33) $(6,689) $0 $(37,654)

Collectively evaluated for impairment

(16,068) (8,510) (41,503) (45,201) (14,612) (50,262) (33,246) (209,402)

Explanation of Responses:
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Total allowance for loan losses

$(17,307) $(9,668) $(49,362) $(65,877) $(14,645) $(56,951) $(33,246) $(247,056)

Explanation of Responses:
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Explanation of Responses:
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The following table presents a roll forward by segment of the allowance for credit losses for the three and six months ended June 30, 2011 and

2010:

2011 quarterly activity
Allowance for loan losses:
Beginning balance, April 1
Chargeofts

Recoveries

Provisions

Ending balance, June 30

Allowance for unfunded
commitments:

Beginning balance, April 1
Chargeofts

Recoveries

Provisions

Ending balance, June 30
Total credit allowance

2010 quarterly activity
Allowance for loan losses:
Beginning balance, April 1
Chargeoffs

Recoveries

Provisions

Ending balance, June 30

Allowance for unfunded
commitments:

Beginning balance, April 1
Chargeofts

Recoveries

Provisions

Ending balance, June 30

Total credit allowance

Table of Contents

Residential

$ 18,512
(4,210)
603
5,921

20,826

3,285
(710)

(226)
2,349

$ 23,175

$ 25,139
(11,340)
483
1,110

15,392

1,080
(252)

666
1,494

$ 16,886

Real Estate
Multifamily

$ 9,554

(457)

1,167
987

11,251

S O OO

$ 11,251

$ 9,009

(1,566)

0

(2,467)

5,036

$ 5,037

Commercial
Commercial  Construction ~ Consumer Banking Unallocated Total
(in thousands)

$ 48564 $ 54909 $ 13,056 $ 57,384 § 30965 $ 232,944

(9,269) (19,019) (2,117) (3,908) 0 (38,980)
875 1,879 337 763 0 5,624
6,279 7,138 2,524 (7,637) (2,712) 12,500
46,449 44,907 13,800 46,602 28,253 212,088
0 3,390 1,101 1,386 1,479 10,641

0 0 0 0 0 (710)
0 0 0 0 0 0

0 (835) 1,262 (631) (2,070) (2,500)
0 2,555 2,363 755 (591) 7,431

$ 46449 $ 47462 $16,163 $ 47357 $ 27,662 $ 219,519

$ 47,999 $ 125752 $17,615 $ 66,888 $ 2336 $ 294,798

(14,587) (73,113)  (4,558) (3,677) 0 (108,841)
401 5,390 453 265 0 6,992
21,711 45,721 2,543 (1,854) 5,137 71,901
55,524 103,750 16,053 61,622 7473 264,850
189 7,146 1,273 1,816 819 12,323
0 0 0 0 0 (252)
0 0 0 0 0 0
(188) (370) (158) (372) (699) (1,120)
1 6,776 1,115 1,444 120 10,951

$ 55,525 $ 110,526 $17,168 $ 63,0606 $ 7,593 $ 275,801

12

10
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2011 year to date
Allowance for loan losses:
Beginning balance, January 1
Chargeofts

Recoveries

Provisions

Ending balance, June 30

Allowance for unfunded
commitments:

Beginning balance, January 1
Chargeoffs

Recoveries

Provisions

Ending balance, June 30
Total credit allowance

2010 year to date
Allowance for loan losses:
Beginning balance, January 1
Chargeofts

Recoveries

Provisions

Ending balance, June 30

Allowance for unfunded
commitments:

Beginning balance, January 1
Chargeoffs

Recoveries

Provisions

Ending balance, June 30

Total credit allowance

Table of Contents

Real Estate Commercial

Residential ~ Multifamily ~Commercial Construction  Consumer Banking Unallocated Total
(in thousands)

$ 17,307 $ 9,668 $ 49362 $ 65877 $14,645 $ 56951 $ 33246 $ 247,056

(11,024) 667)  (10,917) (28,360)  (4,263)  (13,492) 0 (68,723)
853 1,167 1,452 5,567 958 1,258 0 11,255
13,690 1,083 6,552 1,823 2,460 1,885 (4,993) 22,500
20,826 11,251 46,449 44,907 13,800 46,602 28,253 212,088
3,103 0 31 4,126 1,113 1,306 1,028 10,707
(776) 0 0 0 0 0 0 (776)
0 0 0 0 0 0 0 0
22 0 (31) (1,571) 1,250 (551) (1,619) (2,500)
2,349 0 0 2,555 2,363 755 (591) 7431

$ 23,175 $ 11,251 $ 46449 $ 47462 $16,163 $ 47357 $ 27,662 $ 219,519

$ 28319 $ 8984 $ 42296 $ 185222 $19,198 $ 59,135 § 289 § 343,443

(16,060)  (11,945)  (22,077)  (177,622)  (8.279)  (16,717) 0 (252,700)
604 0 417 11,680 957 658 0 14,316
2,529 7,997 34,888 84,470 4,177 18,546 7,184 159,791
15,392 5,036 55,524 103,750 16,053 61,622 7473 264,850
712 0 0 9,228 1,481 1,665 (1,119) 11,967

(562) 0 0 0 0 0 0 (562)
0 0 0 0 0 0 0 0

1,344 1 1 (2,452) (366) (221) 1,239 (454)
1,494 1 1 6,776 1,115 1,444 120 10,951

$ 16,886 $ 5037 $ 55525 $ 110,526 $ 17,168 $ 63,006 $ 7,593 $ 275,801

13

11
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In establishing its allowance for loan losses, Sterling groups its loan portfolio into standard industry categories for homogeneous loans. The
groups are further segregated based on internal risk ratings. Both qualitative and quantitative data are considered in determining the probability
of default and loss given default for each group of loans. The probability of default and loss given default are used to calculate an expected loss
rate which is multiplied by the loan balance in each category to determine the general allowance for loan losses. If a loan is determined to be
impaired, Sterling performs an individual evaluation of the loan. The individual evaluation compares the present value of the expected future
cash flows or the fair value of the underlying collateral to the recorded investment in the loan. The results of the individual impairment
evaluation could determine the need to record a confirmed loss or a specific reserve.

Sterling assigns risk rating classifications to its loans. These risk ratings are divided into the following groups:

Pass asset is considered of sufficient quality to preclude a Special Mention or an adverse rating. Pass assets generally are well protected by
the current net worth and paying capacity of the obligor or by the value of the asset or underlying collateral.

Special Mention asset has potential weaknesses that deserve management s close attention. If left uncorrected, these potential
weaknesses may result in deterioration of the repayment prospects for the asset or in Sterling s credit position at some future
date. Special Mention assets are not adversely classified and do not expose an institution to sufficient risk to warrant adverse
classification.

Substandard asset is inadequately protected by the current net worth and paying capacity of the obligor or by the collateral pledged, if any.
Assets so classified have well-defined weaknesses. They are characterized by the distinct possibility that Sterling will sustain some loss if
the deficiencies are not corrected.

Doubtful/Loss a Doubtful asset has the weaknesses of those classified Substandard with the added characteristic that the weaknesses make
collection or liquidation in full, on the basis of currently existing facts, conditions, and values, highly questionable and improbable. An

asset classified Loss is considered uncollectible and/or of such little value that its continuance as an asset, without establishment of a
specific valuation allowance or charge-off, is not warranted. This classification does not necessarily mean that an asset has absolutely no
recovery or salvage value; but rather, it is not practical or desirable to defer writing off an asset that is no longer deemed to have financial
value, even though partial recovery may be recognized in the future.

14

Table of Contents 12



Edgar Filing: ROGERS CORP - Form 4

Table of Conten

The following table presents credit quality indicators for Sterling s loan portfolio as of June 30, 2011 and December 31, 2010 grouped according
to internally assigned risk ratings and payment activity:

Real Estate

Commercial % of
Residential ~ Multifamily Commercial ~ Construction  Consumer Banking Total total
(in thousands)

June 30, 2011

Pass $643,819 $ 773,610 $1,148,668 $ 70,214 $690,743 $1,498,007 $4,825,061 86%
Special mention 25,994 17,467 81,502 51,056 5,747 95,740 277,506 5%
Substandard 42,820 20,840 93,882 186,158 7,185 141,901 492,786 9%
Doubtful/Loss 5 0 6 845 0 6,171 7,027 0%
Total $712,638 $ 811,917 $1,324,058 $ 308,273 $703,675 $1,741,819 $5,602,380 100%
Restructured $ 19,080 $ 0 3 6,287 $ 33,193 $ 0 $ 25717 $ 84277 2%
Nonaccrual 35,330 9,115 50,121 142,616 5,565 69,085 311,832 6%
Nonperforming 54,410 9,115 56,408 175,809 5,565 94,802 396,109 8%
Performing 658,229 802,802 1,267,650 132,464 698,109 1,647,017 5,206,271 92%
Total $712,639 $ 811,917 $1,324,058 $ 308,273 $703,674 $1,741,819 $5,602,380 100%
December 31, 2010

Pass $638,273  $ 446,363 $1,047,239 $ 68,099 $718,831 $1,474312 $4,393,117 78%
Special mention 15,670 29,566 91,870 89,524 7,074 89,680 323,384 6%
Substandard 104,467 41,093 175,548 368,045 18,163 205,354 912,670 16%
Doubtful/Loss 0 0 0 0 0 1,080 1,080 0%
Total $758410 $ 517,022 $1,314,657 $ 525,668 $744,068 $1,770,426  $ 5,630,251 100%
Restructured $ 20,569 $ 0 $ 10856 $ 57,662 $ 119 $ 19,298 $ 108,504 2%
Nonaccrual 70,842 23,541 95,229 277,992 7,854 70,675 546,133 10%
Nonperforming 91,411 23,541 106,085 335,654 7,973 89,973 654,637 12%
Performing 666,999 493,481 1,208,572 190,014 736,095 1,680,453 4,975,614 88%
Total $758410 $ 517,022 $1,314,657 $ 525,668 $744,068 $1,770,426  $ 5,630,251 100%

15
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Aging by class for Sterling s loan portfolio as of June 30, 2011 and December 31, 2010 was as follows:

June 30, 2011

30 - 59 days past due
60 - 89 days past due
> 90 days past due

Total past due
Current

Total Loans

> 90 days and accruing

December 31, 2010
30 - 59 days past due
60 - 89 days past due
> 90 days past due

Total past due
Current

Total Loans

> 90 days and accruing

Table of Contents

Residential

$ 10,154
5,452
24,188

39,794
672,844

$712,638

$ 10,273
4,179
35,544

49,996
708,414

$ 758,410

Real Estate

Multifamily
$ 2,076
0

6,621
8,697
803,220
$ 811,917
$ 0
$ 3235
6,146
6,428
15,809
501,213
$ 517,022
$ 0

Commercial

$ 13,385
7,517
27,506

48,408
1,275,650

$ 1,324,058

$ 4,251
7,089
34,517

45,857
1,268,800

$ 1,314,657

Construction
(in thousands)

$ 2,89

1,799
154,523

159,218
149,055

$ 308,273

$ 27,251
15,419
232,140

274,810
250,858

$ 525,668

Consumer

$ 5,949
2,082
4,558

12,589
691,086

$703,675

$ 5,650
1,837
4,834

12,321
731,747

$ 744,068

Commercial
Banking
$ 20,188
8,052
59,495
87,735
1,654,084
$1,741,819
$ 0
$ 12,994
4,099
52,497
69,590
1,700,836
$ 1,770,426
$ 0

% of
Total total
$ 54,648 1%
24,902 0%
276,891 5%
356,441 6%
5,245,939 94%
$ 5,602,380 100%
$ 0
$ 63,654 1%
38,769 1%
365,960 6%
468,383 8%
5,161,868 92%
$ 5,630,251 100%
$ 0
14
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Sterling considers its nonperforming loans to be impaired loans, which include $45.6 million and $34.7 million of homogeneous and small
balance loans which were collectively evaluated for impairment on June 30, 2011 and December 31, 2010, respectively. Impaired loans by class
were as follows at June 30, 2011 and December 31, 2010:

June 30, 2011
Residential real estate
Multifamily real estate
Commercial real estate
Construction
Consumer
Commercial banking

Total

December 31, 2010
Residential real estate
Multifamily real estate
Commercial real estate
Construction
Consumer
Commercial banking

Total

Table of Contents

Unpaid

principal
balance

$ 70,225
10,496
78,047

269,647
9,315
145,864

$ 583,594

$ 114,401
30,464
135,366
539,330
12,740
142,111

$974,412

Charge-offs

$ 15,815
1,381
21,639
93,839
3,750
51,061

$ 187,485

$ 22,990
6,923
29,281
203,674
4,767
52,138

$ 319,773

Book balance
without
specific with specific

reserve reserve

(in thousands)

$ 41,069 $ 13241
8,507 608
35,454 20,954
31,265 144,544
4,703 862
61,612 33,190

$182,710  $ 213,399

$ 27956 $ 63455
8,326 15,215
30,400 75,685
65,618 270,037
4353 3,620
46,948 43,024

$183,601  $ 471,036

17

Specific
reserve

$ 2,146
626
3,028
19,013
114
5,260

$30,187

$ 1,239
1,158
7,859

20,676
33
6,689

$37,654

Three Months Ended
June 30, 2011

Average

book
balance

$ 58,572
15,075
60,416

206,881
6,048
89,596

$ 436,588

Interest

income

recognized

$ 320
95

908

14

0

709

$ 2,046

Six Months Ended
June 30, 2011

Average

book
balance

$ 72911
16,328
81,247

255,732
6,769
92,388

$ 525,375

Interest

income

recognized

$ 320
623
1,228
44

0

1,431

$ 3,646

15
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At the applicable foreclosure date, OREQ is recorded at the fair value of the real estate, less the estimated costs to sell. The carrying value of
OREO is periodically evaluated and, if necessary, an allowance is established to reduce the carrying value to net realizable value. Changes in
this allowance were as follows for the periods presented:

Three Months Ended Six Months Ended
June 30, June 30,

2011 2010 2011 2010
Allowance for OREO losses: (in thousands)
Balance, beginning of period $ 14,667 $ 12,036 $ 21,799 $ 8204
Provision 8,646 9,447 12,855 16,110
Charge-offs (5,469) (7,415) (16,810) (10,246)
Balance, end of period $ 17,844 $ 14,068 $ 17,844 $ 14,068

The increase in charge-offs during the first half of 2011 was due to the increase in OREO sales, which totaled $157.2 million for the six months
ended June 30, 2011 compared to $69.4 million during the same period in 2010.

4. Junior Subordinated Debentures:

Sterling has raised regulatory capital through the formation of trust subsidiaries and the assumption of similar obligations through mergers with
other financial institutions. The trusts are business trusts in which Sterling owns all of the common equity. The proceeds from the sale of the
securities were used to purchase junior subordinated debentures issued by Sterling. Sterling s obligations under the junior subordinated
debentures and related documents, taken together, constitute a full and unconditional guarantee by Sterling of the trusts obligations. The junior
subordinated debentures are treated as debt of Sterling. The junior subordinated debentures generally mature 30 years after issuance and are
redeemable at the option of Sterling under certain conditions, including, with respect to certain of the trusts, payment of call premiums. During
the third quarter of 2009, Sterling elected to defer regularly scheduled interest payments on these securities, and has continued to defer these
payments through June 30, 2011. As of June 30, 2011 and December 31, 2010, the accrued deferred interest was $12.5 million and $9.4 million,
respectively. Sterling is allowed to defer payments of interest on the junior subordinated debentures for up to 20 consecutive quarterly periods
without triggering an event of default. Details of the junior subordinated debentures are as follows:

Maturity Next Call

Subsidiary Issuer Issue Date Date Date Rate at June 30, 2011 Amount
(in thousands)

Sterling Capital Trust IX July 2007  Oct2037 Oct2012 Floating 1.70% $ 46,392
Sterling Capital Trust VIII Sept 2006  Sept 2036 Dec 2011  Floating 1.88 51,547
Sterling Capital Trust VII June 2006 June 2036 Sept 2011  Floating 1.77 56,702
Lynnwood Capital Trust II June 2005 June 2035 Sept2011 Floating 2.05 10,310
Sterling Capital Trust VI June 2003  Sept 2033 Sept 2011  Floating 3.45 10,310
Sterling Capital Statutory Trust V May 2003 May 2033 Sept 2011 Floating 3.50 20,619
Sterling Capital Trust IV May 2003 May 2033 Aug 2011 Floating 341 10,310
Sterling Capital Trust III April 2003 April 2033 July 2011  Floating 3.52 14,433
Lynnwood Capital Trust I Mar 2003  Mar 2033 Sept 2011  Floating 3.40 9,449
Klamath First Capital Trust I July 2001  July 2031 July 2011 Floating 4.20 15,215

2.39%* $245,287

* Weighted average rate

Table of Contents 16
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5. Earnings (Loss) Per Share:

The following table presents the basic and diluted earnings per common share computations:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010

(in thousands, except shares and per share amounts)
Numerator:
Net income (loss) available to common shareholders $ 7,555 $ (58,242) $ 12,972 $ (147,000)
Denominator:
Weighted average shares outstanding - basic 61,943,851 788,020 61,937,353 787,799
Dilutive securities outstanding 368,373 0 382,675 0
Weighted average shares outstanding - diluted 62,312,224 788,020 62,320,028 787,799
Earnings (loss) per share - basic $ 0.12 $ (73.91) $ 0.21 $ (186.60)
Earnings (loss) per share - diluted $ 0.12 $ (73.91) $ 0.21 $ (186.60)

Antidilutive securities outstanding (weighted average):

Stock options 16,493 21,799 17,093 21,799
Warrants 0 97,541 0 97,541
Restricted shares 22,752 2,555 50,798 2,555
Total antidilutive securities outstanding 39,245 121,894 67,891 121,894

Prior period share and per share amounts disclosed in this footnote, as well as all other prior period share and per share amounts disclosed in
these financial statements, have been restated to reflect the 1-for-66 reverse stock split that was effected in November 2010.

6. Noninterest Expense:

The following table details the components of Sterling s noninterest expense:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(in thousands)

Employee compensation and benefits $41,836 $ 40,858 $ 85,686 $ 80,917
OREO operations 14,452 17,206 25,852 28,129
Occupancy and equipment 10,156 9,798 19,978 19,744
Data processing 6,608 5,359 12,688 10,464
Insurance 4,170 10,191 8,675 22,876
Professional fees 3,352 2,786 6,410 9,166
Depreciation 3,014 3,372 6,026 6,940
Advertising 2,768 3,327 4,727 5,910
Travel and entertainment 1,359 960 2,595 1,676
Amortization of core deposit intangibles 1,224 1,224 2,449 2,449
Other 2,648 2,234 4,809 5,021
Total noninterest expense $91,587 $97,315 $ 179,895 $ 193,292
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7. Income Taxes:

Sterling uses an estimate of future earnings and an evaluation of its loss carryback ability and tax planning strategies to determine whether it is
more likely than not that it will realize the benefit of its net deferred tax asset. Sterling determined that it did not meet the required threshold as
of June 30, 2011 and December 31, 2010, and accordingly, had a full valuation allowance against its net deferred tax assets. As of June 30, 2011,
the reserved net deferred tax asset was approximately $350 million, including approximately $279 million of net operating loss carry-forwards.
This is compared with a reserved net deferred tax asset of approximately $359 million, including approximately $263 million of net operating
loss carry-forwards, as of December 31, 2010.

With regard to the deferred tax asset, the benefits of Sterling s accumulated tax losses would be reduced in the event of an ownership change, as
determined under Section 382 of the Internal Revenue Code. During 2010, in order to preserve the benefits of these tax losses, Sterling s
shareholders approved a protective amendment to the restated articles of incorporation and Sterling s board adopted a tax preservation rights

plan, both of which restrict certain stock transfers that would result in an investor acquiring more than 4.95% of Sterling s total outstanding
common stock.
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8. Stock-Based Compensation:

The following table presents a summary of stock option and restricted stock activity during the six months ended June 30, 2011:

Stock Options Restricted Stock

Weighted

Average Weighted

Exercise Average

Number Price Number Grant Price

Balance, January 1, 2011 18,920 $1,357.97 368,805 $ 1824
Granted 0 0.00 99,792 17.94
Exercised/vested 0 0.00 (26,579) 31.35
Cancelled/expired (2,491) 1,196.76 (10,543) 16.39
Outstanding, June 30, 2011 16,429 $1,382.41 431,475 $ 1741
Exercisable, June 30, 2011 14,396 $1,496.74

Prior period share and per share amounts disclosed in this footnote, as well as all other prior period share and per share amounts disclosed in
these financial statements, have been restated to reflect the 1-for-66 reverse stock split that was effected in November 2010. The following
presents the weighted average remaining contractual life and the aggregate intrinsic value for stock options as of the dates indicated:

Stock Options
Outstanding Exercisable
Weighted Intrinsic Weighted Intrinsic
Average Life Value Average Life Value
December 31, 2010 2.8 years $ 0 2.6 years $ O
June 30, 2011 2.6 years 0 2.5 years 0

As of June 30, 2011, a total of 5,515,720 shares remained available for grant under Sterling s 2003, 2007 and 2010 Long-Term Incentive Plans.
The stock options granted under these plans have terms of four, six, eight and ten years. Restricted shares granted during 2011 have vesting
schedules that vary, ranging from vesting immediately upon grant to vesting up to three years after the grant date.

Stock-based compensation expense recognized during the periods presented was as follows:

Six Months Ended June 30,
2011 2010
(in thousands)
Stock options $ 172 $ 386
Restricted stock 1,792 322
Total $ 1,964 $ 708

As of June 30, 2011, unrecognized equity compensation expense totaled $6.3 million, as the underlying outstanding awards had not yet been
earned. This amount will be recognized over a weighted average period of 1.7 years. During the six months ended June 30, 2011, 156 stock
options were forfeited, and 10,543 shares of restricted stock were forfeited.

9. Derivatives and Hedging:

From time to time, Sterling may enter into interest rate swap transactions with loan customers. The interest rate risk on these swap transactions is
managed by entering into offsetting interest rate swap agreements with various unaffiliated counterparties ( broker-dealers ). Both customer and
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broker-dealer related interest rate derivatives are carried at fair value by Sterling.

As part of its mortgage banking activities, Sterling makes commitments to prospective borrowers on residential mortgage loan applications,
which may have the interest rates locked for a period of 10 to 60 days ( interest rate lock commitments ). These interest rate lock commitments,
and loans held for sale that have not been committed to investors, give rise to interest rate risk. Sterling hedges the interest rate risk arising from
these mortgage banking activities by entering into forward sales agreements on MBS with third parties ( forward commitments ).
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Residential mortgage loans held for sale that were not committed to investors were $138.9 million and $207.0 million as of June 30, 2011 and
December 31, 2010, respectively. The following table summarizes the off-balance sheet portions of Sterling s mortgage banking operations, as
well as Sterling s interest rate swaps:

June 30, 2011

Fair Value
Notional Asset Liability
(in thousands)
Interest rate lock commitments $ 162,893 $2,836 $
Forward commitments 292,569 0 1,090
Interest rate swaps - broker-dealer 45,847 0 4,205
Interest rate swaps - customer 48,477 4,416 0

December 31, 2010

Fair Value
Notional Asset Liability
(in thousands)
Interest rate lock commitments $118,589 $ 1,869 $
Forward commitments 285,300 3,770 0
Interest rate swaps - broker-dealer 47,815 0 4,426
Interest rate swaps - customer 50,467 4,877 0

The fair value of these derivatives are included in other assets and liabilities, respectively. Gains and losses on Sterling s mortgage banking
derivative transactions are included in mortgage banking income, while gains and losses on Sterling s interest rate swap transactions are included
in other noninterest income, and were as follows for the periods presented:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(in thousands)
Mortgage banking operations (4,664) (6,888) (7,504) (7,568)
Other noninterest income 30 88 37 77

10. Fair Value:

Fair value estimates are determined as of a specific date using quoted market prices, where available, or various assumptions and estimates. As
the assumptions underlying these estimates change, the fair value of the financial instruments will change. The use of assumptions and various
valuation techniques, as well as the absence of secondary markets for certain financial instruments, will likely reduce the comparability of fair
value disclosures between financial institutions. Accordingly, the aggregate fair value amounts presented do not represent and should not be
construed to represent the full underlying value of Sterling.
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The carrying amounts and fair values of financial instruments as of the periods indicated were as follows. Other assets are comprised of FHLB
stock and derivatives, while other liabilities are comprised of derivatives:

June 30, 2011 December 31, 2010

Carrying Carrying

Amount Fair Value Amount Fair Value
Financial assets: (in thousands)
Cash and cash equivalents $ 587,210 $ 587,210 $ 427,264 $ 427,264
Investments and MBS:
Available for sale 2,494,002 2,494,002 2,825,010 2,825,010
Held to maturity 2,054 2,054 13,464 13,464
Loans held for sale 197,643 197,643 222,216 222,216
Loans receivable, net 5,387,714 5,148,479 5,379,081 5,078,157
Accrued interest receivable 32,018 32,018 34,087 34,087
Other assets 106,763 106,763 106,717 106,717
Financial liabilities:
Non-maturity deposits 3,506,712 3,260,938 3,376,188 3,123,840
Deposits with stated maturities 3,097,286 3,130,533 3,534,819 3,588,051
Borrowings 1,711,052 1,685,227 1,685,008 1,660,387
Accrued interest payable 20,060 20,060 17,259 17,259
Other liabilities 5,660 5,660 6,176 6,176

Companies have the option of carrying financial assets and liabilities at fair value, which can be implemented on all or individually selected
financial instruments. The framework for defining and measuring fair value requires that one of three valuation methods be used to determine
fair market value: the market approach, the income approach or the cost approach. To increase consistency and comparability in fair value
measurements and related disclosures, the standard also creates a fair value hierarchy to prioritize the inputs to these valuation methods into the
following three levels:

Level 1 inputs are a select class of observable inputs, based upon the quoted prices for identical instruments in active markets that are
accessible as of the measurement date, and are to be used whenever available.

Level 2 inputs are other types of observable inputs, such as quoted prices for similar instruments in active markets; quoted prices for
identical or similar instruments in markets that are inactive; or other inputs that are observable or can be derived from or supported by
observable market data. Level 2 inputs are to be used whenever Level 1 inputs are not available.

Level 3 inputs are substantially unobservable, reflecting the reporting entity s own assumptions regarding what market participants would
assume when pricing a financial instrument. Level 3 inputs are to be used only when Level 1 and Level 2 inputs are unavailable.
The methods and assumptions used to estimate the fair value of each class of financial instruments are as follows:

Cash and Cash Equivalents
The carrying value of cash and cash equivalents approximates fair value due to the relatively short-term nature of these instruments.
Investments and MBS

The fair value of investments and MBS has been valued using a matrix pricing technique based on quoted prices for similar instruments, which
Sterling validates with non-binding broker quotes, in depth collateral analysis and cash flow stress testing.
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Loans Held for Sale

Sterling has elected to carry loans held for sale at fair value. The fair values are based on investor quotes in the secondary market based upon the
fair value of options and commitments to sell or issue mortgage loans. The fair value election was made to match changes in the value of these
loans with the value of their economic hedges. Loan origination fees, costs and servicing rights, which were previously deferred on these loans,
are now recognized as part of the loan value at origination.

Loans Receivable

The fair value of performing loans is estimated by discounting the cash flows using interest rates that consider the current credit and interest rate
risk inherent in the loans and current economic and lending conditions and does not incorporate the exit price concept of fair value. The fair
value of nonperforming collateral dependent loans is estimated based upon the value of the underlying collateral. The fair value of other
nonperforming loans is estimated by discounting management s current estimate of future cash flows using a rate estimated to be commensurate
with the risks involved. In addition, a liquidity discount has been applied against the entire portfolio to reflect the uncertainty surrounding the
timing of when a sale may occur.

Mortgage Servicing Rights

The fair value of mortgage servicing rights is estimated using a discounted cash flow model to arrive at the present value of future expected
earnings from the servicing of the loans. Model inputs include prepayment speeds, market interest rates, contractual interest rates on the loans
being serviced, and the amount of other fee income generated over the servicing contract.

OREO

The fair value of OREO is estimated using third party appraisals, subject to updates to reflect comparable market transactions, with appraisals
ordered for asis or disposal value.

Deposits

The fair values of deposits subject to immediate withdrawal such as interest and noninterest bearing checking, regular savings, and money
market deposit accounts, are equal to the amounts payable on demand at the reporting date, net of a core deposit intangible. Fair values for time
deposits are estimated by discounting future cash flows using interest rates currently offered on time deposits with similar remaining maturities.

Borrowings

The carrying amounts of short-term borrowings under repurchase agreements, federal funds purchased, short-term FHLB advances and other
short-term borrowings approximate their fair values due to the relatively short period of time between the origination of the instruments and the
expected payment dates on the instruments. The fair value of advances under lines of credit approximates their carrying value because such
advances bear variable rates of interest. The fair value of long-term FHLB advances and other long-term borrowings is estimated using
discounted cash flow analyses based on Sterling s current incremental borrowing rates for similar types of borrowing arrangements with similar
remaining terms.
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measured at fair value on a recurring basis:

Balance, June 30, 2011:

Investment securities available-for-sale:
MBS

Municipal bonds

Other

Total investment securities available-for-sale
Loans held for sale
Other assets - derivatives

Total assets

Other liabilities - derivatives

Balance, December 31, 2010:
Investment securities available-for-sale:
MBS

Municipal bonds

Other

Total investment securities available-for-sale
Loans held for sale
Other assets - derivatives

Total assets

Other liabilities - derivatives

Total

$2,282,497
189,647
21,858

2,494,002
197,643
7,252

$ 2,698,897

$ 5,660

$ 2,602,610
201,143
21,257

2,825,010
222,216
6,746

$ 3,053,972

$ 6,176

Level 1

Level 2

(in thousands)

(=) &)

(=) &)

$2,282,497
189,647
21,858

2,494,002
197,643
7,252

$ 2,698,897

$ 5,660

$2,602,610
201,143
21,257

2,825,010
222,216
6,746

$ 3,053,972

$ 6,176

Assets and Liabilities Measured at Fair Value on a Recurring Basis. The following table presents Sterling s financial instruments that are

Level 3

=]

(=) &)

S

Derivatives represent mortgage banking interest rate lock and loan delivery commitments, a common stock warrant carried as a derivative

liability, as well as interest rate swaps. Market values on the interest rate swaps equal the present value differential between the fixed interest

rate payments, as established in the swap agreement, and the floating interest rate payments, as projected by the forward interest rate curve, over
the agreed to term of the swap. See Note 9 for a further discussion of these derivatives. The difference between the aggregate fair value and the
aggregate unpaid principal balance of loans held for sale that are carried at fair value were included in earnings as follows:

Mortgage banking operations

Table of Contents
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Six Months Ended June 30,

2011

2010

(in thousands)

$ 4581

$ 6,846
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Assets and Liabilities Measured at Fair Value on a Non-recurring Basis. Sterling may be required, from time to time, to measure certain assets
at fair value on a non-recurring basis from application of lower of cost or market ( LOCOM ) accounting or write-downs of individual assets. The
following table presents the carrying value for these assets as of the dates indicated:

June 30, 2011 Losses During the
Six
Total Carrying Level Level Months Ended
Value 1 2 Level 3 June 30, 2011
(in thousands)

Loans $216,851 $ 0 $ 0 $216,851 $ (29,415)
OREO 32,369 0 0 32,369 (9,906)
Mortgage servicing rights 23,880 0 0 23,880 (369)

Gains (Losses)
December 31, 2010
During the Twelve

Total Carrying Months Ended
Value Level 1 Level 2 Level 3 December 31, 2010
Loans $ 549,320 $ 0 $ 0 $ 549,320 $ (181,165)
OREO 63,586 0 0 63,586 (21,096)
Mortgage servicing rights 20,604 0 0 20,604 1,115

The loans disclosed above represent the net balance of loans for which a charge against earnings has occurred during the six months ended

June 30, 2011, and the year ended December 31, 2010, respectively, with these charges comprised of charge-offs and increases in the specific
reserve. OREO represents the carrying value on properties for which a specific reserve was established during the periods presented related to
updated appraisals subsequent to foreclosure. In addition to the loan and OREO losses disclosed above, charge-offs at foreclosure for properties
held as of period end totaled $18.6 million and $33.9 million for the six months ended June 30, 2011 and the year ended December 31, 2010,
respectively. Fair value adjustments to the mortgage servicing rights were mainly due to market derived assumptions associated with mortgage
prepayment speeds. Sterling carries its mortgage servicing rights at LOCOM, and they are accordingly measured at fair value on a non-recurring
basis.

11. Regulatory Capital:

The following table sets forth the respective regulatory capital positions for Sterling and Sterling Savings Bank as of June 30, 2011:

Adequately Well-
Actual Capitalized Capitalized
Amount Ratio Amount Ratio Amount Ratio

(in thousands)

Tier 1 leverage ratio

Sterling $ 1,016,939 10.9% $373,753 4.0% $ 467,192 5.0%
Sterling Savings Bank 986,113 10.6% 373,722 4.0% 467,153 5.0%
Tier 1 risk-based capital ratio

Sterling 1,016,939 16.9% 241,107 4.0% 361,660 6.0%
Sterling Savings Bank 986,113 16.4% 240,759 4.0% 361,138 6.0%
Total risk-based capital ratio

Sterling 1,094,065 18.2% 482,213 8.0% 602,767 10.0%
Sterling Savings Bank 1,063,131 17.7% 481,518 8.0% 601,897 10.0%

12. Segment Information:

For 2011, Sterling changed its reporting segments to reflect the integration of Golf Savings Bank into Sterling Savings Bank and leadership
realignments. The segments for 2011 are as follows:
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Community Banking a division within Sterling Savings Bank providing traditional banking services through the retail banking, private
banking and commercial banking groups.

Home Loan Division originating residential real estate loans primarily through the mortgage banking operations of Sterling Savings Bank
on both a servicing-retained and servicing-released basis.

Commercial Real Estate a division within Sterling Savings Bank focused on the origination and servicing of multifamily real estate,
commercial real estate and construction loans.
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The Other and Eliminations caption represents intercompany eliminations of revenue and expenses. Segment results for the comparable period
presented are grouped according to the original classifications, due to the impracticability of reclassification to current period presentation.

As of and for the Three Months Ended June 30, 2011

Community Home Loan Commercial Other and
Banking Division Real Estate Eliminations Total
(in thousands)
Interest income $ 89179 $ 1,537 $ 11,861 $ (230) $ 102,347
Interest expense 24,098 472 3,017 47) 27,540
Net interest income 65,081 1,065 8,844 (183) 74,807
Provision for credit losses 8,623 33 1,344 0 10,000
Noninterest income 23,817 8,716 1,619 183 34,335
Noninterest expense 75,974 10,219 5,394 0 91,587
Income (loss) before income taxes $ 4,301 $ @471) $ 3,725 $ 0o $ 7,555
Total assets $7,772,328 $ 205,799 $ 991,242 $ 272,226 $9,241,595

As of and for the Three Months Ended June 30, 2010

Residential Residential Commercial
Community Construction Mortgage Mortgage Other and
Banking Lending Banking Banking Eliminations Total
(in thousands)
Interest income $ 105,631 $ 2208 $ 6,569 $ 801 $ 0 $ 115,209
Interest expense 32,390 5,343 2,930 0 1,451 42,114
Net interest income 73,241 (3,135) 3,639 801 (1,451) 73,095
Provision for credit losses 50,527 16,473 3,781 0 0 70,781
Noninterest income 26,929 12 13,894 499 (106) 41,228
Noninterest expense 79,993 1,408 12,913 1,003 1,998 97,315
Income (loss) before income taxes $ (30,350) $ (21,004) $ 839 $ 297 $ (3,555 $ (53,773)
Total assets $ 8,587,871 $ 578,445 $ 559,517 $ 6,588 $ 5360 $9,737,781
27
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Interest income
Interest expense

Net interest income
Provision for credit losses
Noninterest income
Noninterest expense

Income (loss) before income taxes

Total assets

Interest income
Interest expense

Net interest income
Provision for credit losses
Noninterest income
Noninterest expense

Income (loss) before income taxes

Total assets

Table of Contents

Community
Banking

$ 180,923
50,532

130,391
19,301
42,118

149,094

$ 4,114

$7,772,328

As of and for the Six Months Ended June 30, 2011

Home Loan
Division

$ 2,832
975

1,857
(56)

18,648

20,501

$ 60

$ 205,799

Commercial
Real Estate

(in thousands)

$ 22461

$

5,621

16,840
755
3,041
10,300

8,826

$ 991,242

Other and
Eliminations

$

$

(632)
(94)

(538)
0
510
0

(28)

$ 272,226

As of and for the Six Months Ended June 30, 2010

Residential Residential Commercial
Community Construction Mortgage Mortgage
Banking Lending Banking Banking
(in thousands)
$ 214,586 $ 4,922 $ 12,703 $ 2,420
66,127 11,672 5,993 0
148,459 (6,750) 6,710 2,420
99,460 52,540 7,337 0
39,610 23 26,487 1,162
156,629 3,023 24,983 2,411
$ (68,0200 $ (62,290) $ 877 $ 1,171
$ 8,587,871 $ 578,445 $ 559,517 $ 6,588
28

Other and
Eliminations

$

$

$

70
2,924

(2,854)
0

(757)
6,246

(9,857)

5,360

Total

$ 205,584
57,034

148,550
20,000
64,317

179,895

$ 12,972

$9,241,595

Total

$ 234,701
86,716

147,985
159,337

66,525
193,292

$ (138,119)

$9,737,781
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This report contains forward-looking statements. For a discussion about such statements, including the risks and uncertainties inherent therein,
see Forward-Looking Statements. Management s Discussion and Analysis of Financial Condition and Results of Operations should be read in
conjunction with the Consolidated Financial Statements and Notes presented elsewhere in this report and in Sterling s 2010 annual report on
Form 10-K.

General

Sterling Financial Corporation, with headquarters in Spokane, Washington, is the bank holding company for Sterling Savings Bank, which

commenced operations in 1983. References to Sterling, the Company, we, our, or us in this report refer to Sterling Financial Corporation, a
Washington corporation, and its consolidated subsidiaries on a combined basis, unless otherwise specified or the context otherwise requires.

References to  Sterling Savings Bank refer to our subsidiary Sterling Savings Bank, a Washington state-chartered commercial bank. Sterling

Savings Bank offers retail and commercial banking products and services, mortgage lending and investment products to individuals, small

businesses, commercial organizations and corporations. As of June 30, 2011, Sterling had assets of $9.24 billion and operated 178 depository

branches in Washington, Oregon, Idaho, Montana, and California.

Executive Summary and Highlights

Net income available to common shareholders was $7.6 million, or $0.12 per common share, for the three months ended June 30, 2011,
compared to a net loss available to common shareholders of $58.2 million, or $73.91 per common share, for the comparable 2010 quarter. For
the six months ended June 30, 2011, net income available to common shareholders was $13.0 million, or $0.21 per common share, versus a net
loss attributable to common shareholders of $147.0 million, or $186.60 per common share for the same period in 2010. Comparability in per
share results over the periods presented reflects the increase in the amount of shares outstanding subsequent to Sterling s Recapitalization in
August 2010.

The following are selected financial highlights at June 30, 2011:

Loan originations were $1.51 billion for the six months ended June 30, 2011, a 24% increase over the 2010 comparative period.

Retail transaction, savings and money market deposit accounts ( MMDA ) account balances increased by $226.9 million, or 7% since
December 31, 2010.

Net interest margin expanded to 3.26% for the six months ended June 30, 2011 compared with 2.87% during the same period in
2010.

Total funding costs were reduced by 39 basis points for the six months ended June 30, 2011 compared with the same period in 2010.

Nonperforming assets declined by $318.8 million since year end, or 39%.

Critical Accounting Policies

The accounting and reporting policies of Sterling conform to accounting principles generally accepted in the United States of America ( GAAP )
and to general practices within the banking industry. The preparation of the financial statements in conformity with GAAP requires management
to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results could
differ from those estimates.

Allowance for Credit Losses. The allowance for credit losses is comprised of the allowance for loan losses and the reserve for unfunded credit
commitments. In general, determining the amount of the allowance requires significant judgment and the use of estimates by management.
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Sterling maintains an allowance for loan losses to absorb probable losses in the loan portfolio based on a quarterly analysis of the portfolio and
expected future losses. This
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analysis is designed to determine an appropriate level and allocation of the allowance for losses among loan types by considering factors
affecting loan losses, including specific and confirmed losses, levels and trends in classified and nonperforming loans, historical loan loss
experience, loan migration analysis, current national and local economic conditions, volume, growth and composition of the portfolio, regulatory
guidance and other relevant factors. The reserve for unfunded credit commitments includes loss coverage for loan repurchases arising from
mortgage banking activities. Management monitors the loan portfolio to evaluate the adequacy of the allowance. The allowance can increase or
decrease each quarter based upon the results of management s analysis.

The portfolio is grouped into standard industry categories for homogeneous loans based on characteristics such as loan type, borrower and
collateral. Annual and quarterly loan migration to loss data is used to determine the probability of default. Currently, Sterling is establishing the
expected loss rate on loans using losses from the most recent 12 months to estimate the amount that would be lost if a default were to occur,
which is termed the loss given default. The probability of default is multiplied by the loss given default to calculate the expected losses for each
loan category.

Sterling may also maintain an unallocated allowance to provide for other credit losses that may exist in the loan portfolio that are not taken into
consideration in establishing the probability of default and loss given default. The unallocated amount may generally be maintained at higher
levels during times of economic uncertainty. The unallocated amount is reviewed at least quarterly based on credit and economic trends. As of
June 30, 2011, the unallocated allowance was 13% of the allowance for loan losses, unchanged from December 31, 2010.

Individual loan reviews are based upon specific quantitative and qualitative criteria, including the size of the loan, loan quality ratings, value of
collateral, repayment ability of borrowers and guarantors, as applicable, and historical experience factors. The historical experience factors
utilized and allowances for homogeneous loans (such as residential mortgage loans and consumer loans) are collectively evaluated based upon
historical loss experience, loan migration analysis, trends in losses and delinquencies, growth of loans in particular markets, and known changes
in economic conditions in each particular lending market.

A loan is considered impaired when, based on current information and events, it is probable Sterling will be unable to collect the scheduled
payments of principal and interest when due according to the contractual terms of the loan agreement. Factors considered by management in
determining impairment include payment status, collateral value and the probability of collecting scheduled principal and interest payments
when due. Loans that experience insignificant payment delays and payment shortfalls generally are not classified as impaired. Management
determines the significance of payment delays and payment shortfalls on a case-by-case basis, taking into consideration all of the circumstances
surrounding the loan and the borrower, including the length of delay, the reasons for the delay, the borrower s prior payment record, the ability
and willingness of guarantors to make payments, and the amount of the shortfall in relation to the principal and interest owed. Impairment is
measured on a loan-by-loan basis by either the present value of expected future cash flows discounted at the loan s effective interest rate, the
loan s obtainable market price or the fair value of collateral if the loan is collateral dependent.

The fair value of the underlying collateral for real estate loans, which may or may not be collateral dependent, is determined by using appraisals
from qualified external sources. For commercial properties and residential development loans, the external appraisals are reviewed by qualified
internal appraisal staff to ensure compliance with appropriate standards and technical accuracy. Appraisals are updated according to regulatory
provisions for extensions or restructurings of commercial or residential real estate construction and permanent loans that have not performed
within the terms of the original loan. Updated appraisals are also ordered for loans that have not been restructured, but that have stale valuation
information, generally defined in the current market as information older than one year, and deteriorating credit quality that warrants
classification as substandard.

The timing of obtaining appraisals may vary, depending on the nature and complexity of the property being evaluated and the general breadth of
appraisal activity in the marketplace, but generally it is within 30 to 90 days of recognition of substandard status, following determination of
collateral dependency, or in connection with a loan s maturity or a negotiation that may result in the restructuring or extension of a real estate
secured loan. Delays in timing may occur to comply with actions such as a bankruptcy filing or provisions of an SBA guarantee.
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Estimates of fair value may be used for substandard collateral dependent loans at quarter end if external appraisals are not expected to be
completed in time for determining quarter end results or to update values between appraisal dates to reflect recent sales activity of comparable
inventory or pending property sales of the subject collateral. Sterling records a specific reserve for impaired loans for which an updated

valuation analysis has not been completed within the last quarter. The specific reserve is calculated by applying an estimated fair value
adjustment to each loan based on market and property type. Estimates of value are not used to raise a value; however, estimates may be used to
recognize deterioration of market values in quarters between appraisal updates. The judgment with respect to recognition of any provision or
related charge-off for a confirmed loss also takes into consideration whether the loan is collateral dependent or whether it is supported by

sources of repayment or cash flow beyond the collateral that is being valued. For loans that are deemed to be collateral dependent, the amount of
charge-offs is determined in relation to the collateral s appraised value. For loans that are not deemed to be collateral dependent, the amount of
charge-offs may differ from the collateral s appraised value because there is additional support for the loan, such as cash flow from other sources.

The off-balance sheet portion of the allowance for credit losses primarily relates to loss exposure from Sterling s mortgage banking operations.
Loans sold into the secondary market are sold with limited recourse to Sterling, meaning that Sterling may be obligated to repurchase any loans
that are not underwritten in accordance with agency guidelines or loans with identified post-closing borrower misrepresentations.

While management uses available information to provide for loan losses, the ultimate collectability of a substantial portion of the loan portfolio
and the need for future additions to the allowance will be influenced by changes in economic conditions and other relevant factors. There can be
no assurance that the allowance for credit losses will be adequate to cover all losses, but management believes the allowance for credit losses
was appropriate at June 30, 2011.

Income Taxes. Sterling estimates income taxes payable based on the amount it expects to owe various taxing authorities. Accrued income taxes
represent the net estimated amount due to, or to be received from, taxing authorities. In estimating accrued income taxes, Sterling assesses the
relative merits and risks of the appropriate tax treatment of transactions, taking into account the applicable statutory, judicial and regulatory
guidance in the context of Sterling s tax position. Sterling also considers recent audits and examinations, as well as its historical experience in
making such estimates. Although Sterling uses available information to record income taxes, underlying estimates and assumptions can change
over time as a result of unanticipated events or circumstances. Penalties and interest associated with any potential estimate variances would be
included in income tax expense on the Consolidated Statement of Income.

Sterling uses an estimate of future earnings and an evaluation of its loss carryback ability and tax planning strategies to determine whether it is
more likely than not that it will realize the benefit of its net deferred tax asset. Sterling has determined that it does not at this time meet the
required threshold, and accordingly, has a valuation allowance against its deferred tax asset. During the three and six months ended June 30,
2011, Sterling did not recognize any income tax expense, as the income tax for the periods was offset by a reduction in the deferred tax asset
valuation allowance.
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The most significant component of earnings for a financial institution typically is net interest income, which is the difference between interest
income, primarily from loans, MBS and investment securities, and interest expense, primarily on deposits and borrowings. Net interest spread
refers to the difference between the yield on interest-earning assets and the rate paid on interest-bearing liabilities. Net interest margin refers to
net interest income divided by total average interest-earning assets and is influenced by the level and relative mix of interest-earning assets and
interest-bearing liabilities. The following table sets forth, on a tax equivalent basis, information with regard to Sterling s net interest income, net
interest spread and net interest margin:

Three Months Ended
June 30, 2011 June 30, 2010
Interest Interest
Average Income/ Yields/ Average Income/ Yields/
Balance Expense Rates Balance Expense Rates
ASSETS: (in thousands)
Loans:
Mortgage $3,516,320 $ 43,777 498% $ 4,422,766 $ 49,060 4.44%
Commercial and consumer 2,478,564 36,074 5.84% 3,041,988 44,984 5.93%
Total loans W 5,994,884 79,851 5.33% 7,464,754 94,044 5.05%
MBS ® 2,450,178 19,928 3.25% 1,699,890 18,616 4.38%
Investments and cash ® 668,553 3,732 2.24% 1,095,491 3,815 1.40%
FHLB stock 99,629 0 0.00% 100,601 0 0.00%
Total interest-earning assets 9,213,244 103,511 4.50% 10,360,736 116,475 4.50%
Noninterest-earning assets & 125,165 (143,740)
Total average assets $9,338,409 $ 10,216,996
LIABILITIES and EQUITY:
Deposits:
Interest-bearing transaction $ 502,303 128 0.10% $ 835,572 496 0.24%
Savings and MMDA 1,981,455 1,740 0.35% 1,628,250 2,934 0.72%
Time deposits 3,172,641 13,348 1.69% 3,910,867 21,633 2.22%
Total interest-bearing deposits 5,656,399 15,216 1.08% 6,374,689 25,063 1.58%
Borrowings 1,704,126 12,324 2.90% 2,508,813 17,051 2.73%
Total interest-bearing liabilities 7,360,525 27,540 1.50% 8,883,502 42,114 1.90%
Noninterest-bearing transaction 1,040,000 0 0.00% 990,726 0 0.00%
Total funding liabilities 8,400,525 27,540 1.31% 9,874,228 42,114 1.71%
Other noninterest-bearing liabilities 145,136 128,007
Total average liabilities 8,545,661 10,002,235
Total average equity 792,748 214,761
Total average liabilities and equity $ 9,338,409 $ 10,216,996
Net interest income and spread @ $ 75,971 3.00% $ 74,361 2.60%
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Net interest margin @

Deposits:
Total interest-bearing deposits
Noninterest-bearing transaction

Total deposits

@ Includes gross nonperforming loans.
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3.31%

$5,656,399 § 15,216 1.08%
1,040,000 0 0.00%
$6,696,399 $ 15216 0.91%

@ Does not include market value adjustments on available for sale securities.
& Includes charge-offs on nonperforming loans ( confirmed losses ) and the allowance for credit losses.

@ Interest income on certain loans and securities are presented gross of their applicable tax savings using a 37% effective tax rate.
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$ 6,374,689
990,726

$ 7,365,415

$ 25,063
0

$ 25,063

2.88%
1.58%
0.00%

1.36%
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ASSETS:

Loans:

Mortgage

Commercial and consumer

Total loans W

MBS )

Investments and cash
FHLB stock

Total interest-earning assets

Noninterest-earning assets &
Total average assets
LIABILITIES and EQUITY:
Deposits:

Interest-bearing transaction

Savings and MMDA
Time deposits

Total interest-bearing deposits
Borrowings

Total interest-bearing liabilities
Noninterest-bearing transaction

Total funding liabilities
Other noninterest-bearing liabilities

Total average liabilities
Total average equity

Total average liabilities and equity
Net interest income and spread @
Net interest margin @

Deposits:

Total interest-bearing deposits

Noninterest-bearing transaction

Total deposits
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Six Months Ended
June 30, 2011 June 30, 2010
Interest Interest
Average Income/ Yields/ Average Income/
Balance Expense Rates Balance Expense
(in thousands)
$ 3,473,639 $ 86,889 501% $ 4,562,892 $ 98,957
2,499,781 75,365 6.08% 3,163,297 92,226
5,973,420 162,254 5.46% 7,726,189 191,183
2,519,974 39,962 3.17% 1,745,919 38,442
730,412 5,734 1.58% 1,029,313 7,701
99,790 0 0.00% 83,954 0
9,323,596 207,950 4.48% 10,585,375 237,326
95,600 (144,086)
$9,419,196 $ 10,441,289
$ 498,001 274 0.11% $ 937,231 1,359
1,970,569 3,711 0.38% 1,593,273 5,883
3,312,255 28,525 1.74% 3,990,472 45,272
5,780,825 32,510 1.13% 6,520,976 52,514
1,699,286 24,524 2.91% 2,532,670 34,202
7,480,111 57,034 1.54% 9,053,646 86,716
1,022,741 0 0.00% 991,085 0
8,502,852 57,034 1.35% 10,044,731 86,716
135,134 142,693
8,637,986 10,187,424
781,210 253,865
$9,419,196 $ 10,441,289
$ 150,916 2.94% $ 150,610
3.26%
$ 5,780,825 $ 32,510 1.13% $ 6,520,976 $ 52,514
1,022,741 0 0.00% 991,085 0
$ 6,803,566 $ 32,510 0.96% $ 7,512,061 $ 52,514

Yields/
Rates

4.34%
5.88%

4.97%
4.40%
1.51%
0.00%

4.50%

0.29%
0.74%
2.29%

1.62%
2.72%

1.93%
0.00%

1.74%

2.57%

2.87%
1.62%
0.00%

1.41%
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Includes gross nonperforming loans.

Does not include market value adjustments on available for sale securities.

Includes charge-offs on nonperforming loans ( confirmed losses ) and the allowance for credit losses.

Interest income on certain loans and securities are presented gross of their applicable tax savings using a 37% effective tax rate.

The following table sets forth the return on average assets and return on average common equity for the periods presented:

(O]

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
Return on average assets 0.32% -2.11% 0.28% -2.67%
Return on average common equity 3.82% NM @ 3.35% NM @

NM stands for not meaningful, as the balance of common equity reflected a deficit for the periods indicated.
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Net Interest Income. Sterling s net interest income was $74.8 million for the three months ended June 30, 2011, an increase of 2% compared
with $73.1 million for the three months ended June 30, 2010, reflecting the decline in nonperforming loans and lower funding costs. Net interest
income of $148.6 million for the six months ended June 30, 2011, was relatively unchanged compared with $148.0 million for the six months
ended June 30, 2010, with the benefits from the decline in nonperforming loans and lower funding costs offset by lower average loan balances.

Net interest margin expanded to 3.31% and 3.26% for the three and six months ended June 30, 2011, respectively, as compared with 2.88% and
2.87% for the respective 2010 periods, due to the decline in nonperforming loans and the reduced cost of deposits. The reversal of interest
income on nonperforming loans reduced the net interest margin by 42 basis points for the second quarter of 2011, compared with a reduction of
80 basis points for the same period a year ago, and a reduction of 47 basis points for the six months ended June 30, 2011, compared with a
reduction of 85 basis points for the same period in 2010.

Provision for Credit Losses. Management s policy is to establish valuation allowances for estimated losses by charging corresponding provisions
against income. The evaluation of the adequacy of specific and general valuation allowances is an ongoing process. This process includes
information derived from many factors, including historical loss trends, trends in classified assets, trends in delinquent and nonaccrual loans,
trends in portfolio volume, diversification as to type of loan, size of individual credit exposure, current and anticipated economic conditions,

loan policies, collection policies and effectiveness, quality of credit evaluation, effectiveness of policies, procedures and practices, and recent

loss experience of peer banking institutions.

Sterling recorded provisions for credit losses of $10.0 million and $20.0 million for the three and six months ended June 30, 2011, respectively,
as compared with $70.8 million and $159.3 million for the 2010 respective periods. The reduced level of credit loss provisioning reflects
improvement in asset quality as evidenced by the decline in nonperforming loans and charge-offs.

Noninterest Income. Non-interest income was as follows for the periods presented:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 % Change 2011 2010 % change
(in thousands)
Fees and service charges $ 12,946 $ 14,233 9% $25,507 $ 27,268 -6%
Mortgage banking operations 10,794 11,713 -8% 21,121 22,945 -8%
Loan servicing fees 709 (408) -274% 1,810 738 145%
BOLI 1,578 1,560 1% 3,310 3,855 -14%
Gains on sales of securities, net 8,297 15,349 -46% 14,298 17,260 -17%
Other 11 (1,219) -101% (1,729) (5,541) -69%
Total noninterest income $34,335 $41,228 -17% $64,317  $66,525 -17%

The reduction in quarterly fees and service charges income was primarily related to lower non-sufficient funds fees and financial services
commission income, while the six month comparative decline was a result of lower non-sufficient funds fees, ATM and card fees, loan fees and
financial services commission income. The decline in income from mortgage banking operations reflected a lower level of residential loan
originations and sales. Fluctuation in loan servicing fees is mainly attributable to market value adjustments to mortgage servicing rights and
growth in the balance of the loan servicing portfolio. BOLI income for the 2010 period included $699,000 of death benefit proceeds in excess of
cash surrender value. The level of gain on sales of securities was driven by portfolio rebalancing to reduce duration levels while realizing certain
valuations. Other noninterest income for the six months ended June 30, 2010 included $3.7 million of losses on loan sales, the majority of which
was related to a $218.5 million sale of consumer indirect auto loans.
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The following table presents components of mortgage banking income for the periods presented:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(in thousands) (in thousands)
Loan originations - residential real estate for sale $ 457,123 $ 606,706 $ 820,241 $1,021,149
Loan sales - residential 398,120 660,310 896,431 1,146,915
Margin on residential loan sales 2.21% 2.22% 2.33% 2.13%

Noninterest Expense. Noninterest expense was as follows for the periods presented:

Three Months Ended Six Months Ended
June 30, June 30,
% %
2011 2010 change 2011 2010 change
(in thousands)
Employee compensation and benefits $41,836 $ 40,858 2% $ 85,686 $ 80,917 6%
OREO operations 14,452 17,206 -16% 25,852 28,129 -8%
Occupancy and equipment 10,156 9,798 4% 19,978 19,744 1%
Data processing 6,608 5,359 23% 12,688 10,464 21%
Insurance 4,170 10,191 -59% 8,675 22,876 -62%
Professional fees 3,352 2,786 20% 6,410 9,166 -30%
Depreciation 3,014 3,372 -11% 6,026 6,940 -13%
Advertising 2,768 3,327 -17% 4727 5910 -20%
Travel and entertainment 1,359 960 42% 2,595 1,676 55%
Amortization of core deposit intangibles 1,224 1,224 0% 2,449 2,449 0%
Other 2,648 2,234 19% 4,809 5,021 -4%
Total noninterest expense $91,587 $97,315 6% $179,895  $193,292 -7%

The decrease in noninterest expense for both the three and six month periods was primarily due to a lower level of FDIC deposit insurance
premiums and OREO expense. Insurance, which is primarily comprised of FDIC deposit insurance premiums, was down compared to the 2010
amounts due to the lower assessment rates applicable to Sterling Savings Bank this year.

During the second quarter of 2011, Sterling successfully completed the conversion to a new core operating system that is expected to support
future growth and reduce associated operating expenses. In connection with the core conversion, Sterling incurred $2.3 million of non-recurring
implementation expenses during the second quarter of 2011, and $3.8 million during the six months ended June 30, 2011.

Income Tax Provision. During the periods presented, Sterling did not recognize any federal or state tax expense or benefit, as the income tax
provision was offset by changes in the deferred tax valuation allowance. As of June 30, 2011, the reserved deferred tax asset was approximately
$350 million, including approximately $279 million of net operating loss carry-forwards.

Financial Position

Assets. At June 30, 2011, Sterling s assets were $9.24 billion, down $251.6 million from $9.49 billion at December 31, 2010, primarily as a result
of a decline in investments and MBS.

Investments and MBS. Sterling s investment and MBS portfolio at June 30, 2011 was $2.50 billion, compared with $2.84 billion at
December 31, 2010, with sales, prepayments and maturities outpacing purchases during the period. The level of securities sales were due to
portfolio rebalancing to reduce duration levels while realizing certain valuations. As of June 30, 2011, the weighted average life of the MBS
portfolio was 4.5 years, and its effective duration was 3.4%. This compares with a weighted average life of 5.0 years, and an effective duration
of 3.6% at December 31, 2010. On June 30, 2011, the investment and MBS portfolio had an unrealized gain of $18.3 million versus an
unrealized loss of $6.5 million at December 31, 2010.
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Loans Receivable. The following table sets forth the composition of Sterling s loan portfolio by type of loan at the dates indicated:

Residential real estate
Multifamily real estate
Commercial real estate
Construction:
Residential
Multifamily
Commercial

Total construction
Consumer
Commercial banking

Gross loans receivable

Net deferred origination fees
Allowance for losses on loans

Loans receivable, net

Table of Contents

June 30, 2011
Amount

$ 712,638
811,917
1,324,058

67,789
49,908
190,576
308,273
703,675
1,741,819
5,602,380

(2,578)
(212,088)

$5,387,714

36

December 31, 2010

% Amount %
(in thousands)
13 $ 758,410 13
14 517,022 9
24 1,314,657 24
1 156,853 3
1 90,518 2
278,297 5
6 525,668 9
13 744,068 13
30 1,770,426 32
100% 5,630,251 100%
4,114)
(247,056)
$ 5,379,081
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During the first half of 2011, gross loan balances declined $27.9 million, with loan runoff experienced primarily in the construction loan
portfolio, offset by new multifamily loan originations. Multifamily real estate originations of $337.0 million during the six months ended

June 30, 2011 reflect Sterling s strategic focus on multifamily lending. Additionally, loan purchases during the six months ended June 30, 2011
included $100.8 million of seasoned commercial loans for both owner-occupied and non-owner-occupied properties within Sterling s footprint.
The following table sets forth Sterling s loan originations and purchases for the periods indicated:

Three Months Ended Six Months Ended
June 30, December 31, June 30, June 30, June 30,
2011 2010 2010 2011 2010

(in thousands)
Loan originations:

Residential real estate $ 483,701 $ 777,238 $ 622,144 $ 871,182 $ 1,053,201
Multifamily real estate 217,139 27,642 977 336,985 1,727
Commercial real estate 7,236 30,180 5,237 41,366 37,327
Construction:

Residential 3,886 6,502 5,671 8,082 9,262
Multifamily 0 0 0 0 0
Commercial 1,800 0 0 1,800 500
Total construction 5,686 6,502 5,671 9,882 9,762
Consumer 40,018 19,449 20,825 68,375 49,112
Commercial banking 129,234 35,098 25,352 183,624 71,280
Total loan originations 883,014 896,109 680,206 1,511,414 1,222,409

Loan purchases:

Residential real estate 0 0 0 7,550 0
Multifamily real estate 0 82,702 0 2,440 0
Commercial real estate 0 0 0 48,584 0
Commercial banking 0 0 0 52,221 0
Total loan purchases 0 82,702 0 110,795 0
Total loan originations and purchases $883,014 $ 978,811 $680,206 $1,622,209  $1,222,409

The decline in residential real estate originations over the periods presented reflects a lower level of refinancing activity due to higher mortgage
rates, as well as the effect of government homebuyer incentives during 2010.

The following table presents a roll-forward of the allowance for credit losses for the periods presented:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(in thousands) (in thousands)

Allowance for credit losses

Allowance - loans, beginning balance $ 232,944 $ 294,798 $ 247,056 $ 343,443
Provision 12,500 71,901 22,500 159,791
Charge-offs (38,980) (108,841) (68,723) (252,700)
Recoveries 5,624 6,992 11,255 14,316
Allowance - loans, ending balance 212,088 264,850 212,088 264,850
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Allowance - unfunded commitments, beginning balance
Provision
Charge-offs

Allowance - unfunded commitments, ending balance

Total credit allowance
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10,641
(2,500)
(710)

7,431

$219,519

12,323

(1,120)
(252)

10,951

$ 275,801

10,707
(2,500)
(776)

7,431

$219,519

11,967
(454)
(562)

10,951

$ 275,801
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See Note 3 of the Notes to Consolidated Financial Statements for further details by loan segment for changes in the allowance for credit losses.

The following table presents classified assets, which are comprised of performing substandard loans, nonperforming loans and OREO:

Residential real estate
Multifamily real estate
Commercial real estate
Construction

Residential construction
Commercial construction
Multifamily construction

Total construction

Consumer
Commercial banking

Total classified loans
OREO

Total classified assets

Classified assets/ total assets
Classified assets declined $495.8 million, or 45% during the six months ended June 30, 201 1. The reductions were primarily due to upgraded
risk ratings, resolutions of nonperforming loans, sales of OREO and charge-offs.
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June 30,
2011

$ 42,825
20,840
93,888

36,828
117,473
34,722
189,023

7,693
148,083

502,352
101,406

$ 603,758

6.53%

December 31,
2010
(in thousands)
$ 104,467
43,331
173,444

112,600
186,229

76,818
375,647

18,868
222,125

937,882
161,653

$ 1,099,535

11.58%

June 30,
2010

$ 131,533
43,878
164,982

299,207
239,234

99,630
638,071

20,178
252,719

1,251,361
135,234

$ 1,386,595

14.24%
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Nonperforming assets, a subset of classified assets that includes nonperforming loans and OREO, and related information are summarized in the

following table as of the dates indicated:

June 30, December 31, June 30,
2011 2010 2010
(in thousands)

Past due 90 days or more and accruing $ 0 $ 0 $ 0
Nonaccrual loans 311,832 546,133 760,136
Restructured loans 84,277 108,504 123,999
Total nonperforming loans 396,109 654,637 884,135
OREO 101,406 161,653 135,233
Total nonperforming assets 497,515 816,290 1,019,368
Specific reserve - loans (30,165) (37,654) (18,060)
Net nonperforming assets $ 467,350 $ 778,636 $ 1,001,308
Nonperforming loans before charge-offs, gross $ 451,483 $ 874,628 $1,187,072
Charge-offs on nonperforming loans (187,485) (319,773) (462,885)
Nonperforming loans, net of charge-offs 263,998 554,855 724,187
Nonperforming loans without charge-offs 0 132,111 99,782 159,948
Total nonperforming loans $ 396,109 $ 654,637 $ 884,135
Nonperforming assets to total assets 5.38% 8.60% 10.47%
Nonperforming loans to loans 7.07% 11.64% 13.80%
Nonperforming loans carried at fair value to total nonperforming loans 67% 85% 82%
Charge-offs plus specific loan reserves to gross nonperforming loans 48% 41% 41%
Loan loss allowance to nonperforming loans 54% 38% 30%
Loan loss allowance to nonperforming loans excluding loans individually evaluated for

138% 210% 154%

impairment

(1) Charge-offs have not been recorded on these nonperforming loans, as the value of the underlying collateral exceeds the carrying value of

the loans.

(2) Excludes the specific loan loss reserve.

As of June 30, 2011, Sterling has recognized charge-offs, which are also referred to as confirmed losses, totaling $187.5 million on collateral
dependent nonperforming loans held in its portfolio. As a result of these confirmed losses, Sterling has written down the carrying value of these
loans to the appraisal value of their underlying collateral less the estimated cost to sell the collateral. The ratio of allowance for loan losses to
nonperforming loans, excluding these loans individually evaluated for impairment, was 138% at June 30, 2011. Further declines in real estate
appraisal values could result in additional losses on these loans. The following table presents a roll-forward of nonperforming loans for the
periods indicated:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Nonperforming loans:
Beginning Balance $ 477,067 $ 958,766 $ 654,637 $ 895,931
Additions 65,119 263,528 112,112 590,816
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Charge-offs
Paydowns and sales
Foreclosures
Upgrade to accrual

Ending Balance
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(33,356)
(66,137)
(32,920)
(13,664)

$396,109
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(101,847)
(108,003)
(83,087)
(45,222)

$ 884,135

(57,468)
(121,061)
(101,188)

(90,923)

$ 396,109

(238,384)
(156,204)
(134,039)

(73,985)

$ 884,135
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The following table presents certain information on Sterling s nonperforming assets:

ey

Residential construction
Puget Sound

Portland, OR

Northern California
Vancouver, WA
Southern California
Bend, OR

Boise, ID

Other

Total residential construction
Commercial construction
Puget Sound

Northern California
Southern California

Other

Total commercial construction
Multifamily construction
Puget Sound

Portland, OR

Other

Total multifamily construction
Total construction

Commercial banking
Commercial real estate
Residential real estate
Multifamily real estate
Consumer

Total nonperforming assets

Specific reserve - loans

. 1
Net nonperforming assets o
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June 30, 2011

$ 21,121
21,014
5,387
1,829
1,652

993

535
12,641

65,172

32,390
18,618
14,804
72,817

138,629

28,430
3,353
9,529

41,312

245,113

104,988
66,811
64,748

9,523
6,332

497,515

(30,165)

$ 467,350
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4%
4%
1%
0%
0%
0%
0%
3%

12%

7%
4%
3%
15%

29%

6%
1%
2%

9%

50%

21%
13%
13%
2%
1%

100%

December 31, 2010
(in thousands)

$ 55,365
48,781
9,474
12,455
4,574
7,479
2,614
24,918

165,660

48,619
45,132
27,227
76,860

197,838

41,407
7,420
17,965

66,792

430,290

110,872
123,146
115,923
25,806
10,253

816,290

(37,654)

$ 778,636

7%
6%
1%
2%
1%
1%
0%
3%

21%

6%
6%
3%
9%

24%

5%
1%
2%

8%

53%

14%
15%
14%
3%
1%

100%

June 30, 2010

$ 128,742
82,717
22,628
14,969

6,761
13,878
10,746
40,393

320,834
47,682
30,041

37,113
101,266

216,102
53,711
11,497
32,042
97,250

634,186

147,941
84,043

115,716
27,447
10,035

1,019,368

(18,060)

$ 1,001,308

13%
8%
2%
1%
1%
1%
1%
4%

31%

5%
3%
4%
10%

22%

5%
1%
3%

9%

62%

15%
8%
11%
3%
1%

100%

Net of cumulative confirmed losses on loans and OREO of $375.7 million for June 30, 2011, $516.3 million for December 31, 2010 and
$592.8 million for June 30, 2010.
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The following table presents a roll-forward of OREO for the periods indicated:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
Amount Properties Amount Properties Amount Properties Amount Properties
OREO:
Beginning Balance $ 151,774 363  $103,973 257 $ 161,653 439 $ 83272 203
Additions 32,920 140 83,087 221 101,188 298 134,039 356
Valuation adjustments (8,646) (9,447) (12,855) (16,110)
Sales (74,837) (253) (39,746) (141) (153,236) (487) (64.,981) (222)
Other changes 195 (2,634) 4,656 (987)
Ending Balance $ 101,406 250 $135,233 337 $ 101,406 250 $135233 337
The following table presents the property type composition of OREO as of the following dates:
June 30, 2011 December 31, 2010
Number of Number of
Amount Properties Amount Properties
OREO:
Residential real estate $ 10,309 57 $ 24,239 109
Multifamily real estate 408 3 25 1
Commercial real estate 20,026 41 33,817 49
Construction:
Residential - acquisition and development 4,275 12 7,353 21
Residential - lots 9,683 31 13,586 68
Residential - land 8,769 12 14,283 16
Residential - vertical 9,806 52 22,929 116
Multifamily 4,502 12 4,946 15
Commercial 29,484 17 34,925 16
Consumer 1,900 11 3,272 22
Commercial banking 2,244 2 2,278 6
Ending Balance $ 101,406 250 $ 161,653 439
The following table presents the location of the various properties that comprise OREO as of the following dates:
June 30, 2011 December 31, 2010
Number of Number of
Amount Properties Amount Properties
OREO:
Oregon $ 34,298 74 $ 45,786 131
California 31,157 50 40,456 65
Washington 27,044 92 50,113 165
Arizona 5,038 14 12,255 20
Idaho 3,517 19 10,995 46
Other 352 1 2,048 12
Ending Balance $ 101,406 250 $ 161,653 439
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Deposits. The following table sets forth the composition of Sterling s deposits at the dates indicated:

June 30, 2011 December 31, 2010

Amount % Amount %
(in thousands)
Interest-bearing transaction $ 505,134 8% $ 497,395 7%
Noninterest-bearing transaction 1,067,637 16% 992,368 14%
Savings and MMDA 1,933,941 29% 1,886,425 27%
Time deposits 3,097,286 47% 3,534,819 52%

Total deposits $ 6,603,998 100%  $6,911,007 100%

Changes in deposits during the six months ended June 30, 2011 mainly reflect a reduction in time deposits. The reduction in time deposits during
the period was expected, as Sterling allowed some higher rate deposits to run off, thereby improving the deposit mix and reducing funding costs.
This runoff was partially offset by an increase in transaction, savings and MMDA accounts, which increased by $130.5 million since

December 31, 2010.

Borrowings. In addition to deposits, Sterling uses other borrowings as sources of funds. The aggregate amount of other borrowings outstanding
comprised of FHLB advances, reverse repurchase agreements, and junior subordinated debentures, remained relatively unchanged over the
periods presented at $1.71 billion as of June 30, 2011 compared with $1.69 billion at December 31, 2010, respectively.

Asset and Liability Management

The principal objective of Sterling s asset and liability management activities is to provide optimum levels of net interest income and stable
sources of funding while maintaining acceptable levels of interest-rate risk and liquidity risk. The Asset/Liability Committee ( ALCO ) measures
interest rate risk exposure primarily through interest rate shock simulations for both net interest income and the economic value of equity ( EVE ).
Interest rate risk arises from mismatches in assets and liabilities, with mismatches due to differences in the timing of rate repricing for the

various instruments, the amount or volume of the underlying assets and liabilities that are repricing, and by how much or the level at which the

rate is repricing. The specific characteristics of the underlying assets and liabilities, including any embedded optionality, such as a prepayment
option on a loan, influence these differences.

The net interest income interest rate shock simulation measures the effect of changes in interest rates on net interest income over 12 months.
This simulation consists of measuring the change in net interest income over the next 12 months from the base case scenario, from which rates
are shocked, in a parallel fashion, up and down. The base case uses the assumption of the existing balance sheet and existing interest rates. The
simulation requires numerous assumptions, including relative levels of market interest rates, instantaneous and parallel shifts in the yield curve,
loan prepayments and reactions of depositors to changes in interest rates, and should not be relied upon as being indicative of actual or future
results. The analysis does not contemplate actions Sterling may undertake in response to changes in interest rates and market conditions. The
results of this simulation are included in the following table for the periods presented:

December 31,

. . June 30, 2011 2010

Change in Interest Rate in % Change
% Change in in

Basis Points (Rate Shock) NII NII
+300 (5.5) (11.2)
+200 (1.6) (5.5)
+100 (0.3) 2.4)
Static 0.0 0.0
-100 N/A (1) N/A (1)

(1) Results are not meaningful in a low interest rate environment.
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EVE simulation analysis measures risk in the balance sheet that might not be taken into account in the net interest income simulation. Whereas
net interest income simulation highlights exposure over a relatively short time period of 12 months, EVE simulation analysis incorporates all
cash flows over the estimated remaining life of all balance sheet positions. The EVE simulation analysis of the balance sheet, at a point in time,
is defined as the discounted present value of asset cash flows minus the discounted value of liability cash flows. The difference between the
present value of the asset and liability represents the EVE. As with net interest income, the base case simulation uses current market rates, from
which rates are shocked up and down in a parallel fashion. As with the net interest income simulation model, EVE simulation analysis is based
on key assumptions about the timing and variability of balance sheet cash flows. However, because the simulation represents much longer time
periods, inaccuracy of assumptions may increase the variability of outcomes within the simulation. It also does not take into account actions
management may undertake in response to anticipated changes in interest rates. The results of this simulation are included in the following table
for the periods presented:

December 31,
June 30, 2011 2010

Change in Interest Rate in % Change % Change

in in
Basis Points (Rate Shock) EVE EVE
+300 (15.2) (21.7)
+200 4.7) 8.2)
+100 0.1) 1.4)
Static 0.0 0.0
-100 N/A (1) N/A (1)

(1) Results are not meaningful in a low interest rate environment.

Sterling has customer-related interest rate swap derivatives outstanding, with a total notional amount of $94.3 million of related swaps
outstanding as of June 30, 2011. For a description, see Note 9 of Notes to Consolidated Financial Statements. As of June 30, 2011, Sterling has
not entered into any other derivative transactions as part of managing its interest rate risk. However, Sterling continues to consider derivatives,
including non-customer related interest rate swaps, caps and floors as viable alternatives in the asset and liability management process.

Capital and Liquidity Management

Sterling s primary sources of funds are: retail, public and brokered deposits; the collection of principal and interest primarily from loans, as well
as from mortgage backed securities; the sale of loans into the secondary market in connection with Sterling s mortgage banking activities;
borrowings from the FHLB and the Federal Reserve; and borrowings from commercial banks (including reverse repurchase agreements). Public
deposits from states, municipalities, and other public entities generally require collateralization for some or all of the deposit amounts, depending
on state and local requirements. Reverse repurchase agreements allow Sterling to sell investments (generally U.S. agency securities and MBS)
under an agreement to buy them back at a specified price at a later date. Reverse repurchase agreements are considered collateralized obligations
and may expose Sterling to certain risks not associated with other borrowings, including interest rate risk and the possibility that additional
collateral may have to be provided if the market value of the pledged collateral declines. Sterling Savings Bank s credit line with FHLB of Seattle
provides for borrowings up to a percentage of its total assets, subject to collateralization requirements, with borrowing terms ranging from
overnight to term advances. Sterling Savings Bank actively manages its liquidity to maintain an adequate margin over the level necessary to
support the funding of loans and deposit withdrawals. Liquidity may vary from time to time, depending on economic conditions, deposit
fluctuations, loan funding needs and regulatory requirements.

The total value of Sterling s cash and cash equivalents, and securities was $3.08 billion at June 30, 2011, compared with $3.27 billion at
December 31, 2010. Available liquidity as of June 30, 2011 was $1.63 billion, compared to total available liquidity of $1.68 billion as of
December 31, 2010. Available liquidity as of June 30, 2011 included unpledged portions of cash and cash equivalents, and securities of $900.2
million, available borrowing capacity from the FHLB, the Federal Reserve and correspondent banks of $527.3 million, as well as loans held for
sale of $197.6 million.
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Sterling, on a parent company-only basis, had cash of approximately $45.8 million and $47.5 million at June 30, 2011 and December 31, 2010,
respectively. The parent (holding) company s significant cash flows primarily relate to capital investments in and capital distributions from
Sterling Savings Bank, capital distributions to shareholders, and interest payments on its junior subordinated debentures. During the third quarter
of 2009, Sterling elected to defer regularly scheduled interest payments on its junior subordinated debentures, and continued to defer these
payments through June 30, 2011. As of June 30, 2011 and December 31, 2010, the accrued deferred interest on junior subordinated debentures
was $12.5 million and $9.4 million, respectively. Sterling is allowed to defer payments of interest on the junior subordinated debentures for up to
20 consecutive quarters without triggering an event of default. No cash dividends were declared during the periods presented. Sterling s ability to
pay dividends is generally limited by its earnings, financial condition, and capital and regulatory requirements. During the third quarter of 2010,
Sterling contributed $650.0 million of capital to Sterling Savings Bank. No capital was downstreamed from Sterling to Sterling Savings Bank
during the six months ended June 30, 2011.

Regulation and Compliance

Sterling, as a bank holding company, is subject to ongoing comprehensive examination and regulation by the Federal Reserve, and Sterling
Savings Bank, as a Washington state-chartered bank, is subject to ongoing comprehensive regulation and examination by the Washington
Department of Financial Institutions (the WDFI ) and the FDIC. Sterling Savings Bank is further subject to standard Federal Reserve regulations
related to deposit reserves and certain other matters.

On September 27, 2010, Sterling announced the cease and desist order put in place in October 2009 with Sterling Savings Bank was terminated,
reflecting a stronger balance sheet and capital position. Although the cease and desist order is no longer applicable, Sterling Savings Bank
continues to be subject to enhanced supervisory review by the FDIC and WDFI under a memorandum of understanding (the SSB MOU ),
pursuant to which Sterling Savings Bank must maintain Tier 1 capital in an amount that ensures that its leverage ratio is at least 8%. Sterling
Savings Bank is also required to meet certain asset quality targets, develop a written capital plan, develop a three-year strategic plan and comply
with other requirements.

As of the date of this filing, Sterling continues to be subject to a regulatory agreement with the Federal Reserve Bank of San Francisco (the

Reserve Bank Agreement ). Under the terms of the Reserve Bank Agreement, Sterling is subject to restrictions on its ability to pay dividends and
distributions, incur debt, purchase or redeem its stock and appoint new board members or senior executive officers. Under the Reserve Bank
Agreement, Sterling is also required to act as a source of strength to Sterling Savings Bank and to report quarterly to the Reserve Bank on steps
taken to improve its capital ratios and risk, liquidity and fund management and on other matters.

Forward-Looking Statements

From time to time, Sterling and its senior managers have made and will make forward-looking statements that are not historical facts and that are

intended to be covered by the safe harbor for forward-looking statements provided by the Private Securities Litigation Reform Act of 1995.

These forward-looking statements may include, but are not limited to, statements about Sterling s plans, objectives, expectations and intentions

and other statements contained in this release that are not historical facts and pertain to Sterling s future operating results. When used in this

report, the words expects, anticipates, intends, plans, Dbelieves, seeks, estimates and similar expressions are generally intended to ident
forward-looking statements. We make forward-looking statements regarding projected sources of funds, use of proceeds, availability of

acquisition and growth opportunities, ability to repay government funds, payment of dividends, adequacy of our allowance for loan and lease

losses and provision for loan and lease losses, our real estate portfolio and subsequent charge-offs. Such statements may be contained in this

report and in other documents that Sterling files with the Securities and Exchange Commission. Such statements may also be made by Sterling

and its senior managers in oral or written presentations to analysts, investors, the media and others.

Actual results may differ materially from the results discussed in these forward-looking statements because such statements are inherently
subject to significant assumptions, risks and uncertainties, many of which are difficult to predict and are generally beyond Sterling s control.
These include but are not limited to:

our ability to maintain adequate liquidity;

our ability to comply with the Reserve Bank Agreement and the SSB MOU;
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our ability to attract and retain deposits and loans;

demand for financial services in our markets;

competitive market pricing factors;

further deterioration in economic conditions that could result in increased losses on loans;

risks associated with concentrations in real estate-related loans;

market interest rate volatility;

stability of funding sources and continued availability of borrowings;

changes in legal or regulatory requirements or the results of regulatory examinations that could restrict growth;

our ability to recruit and retain key management and staff;

risks associated with merger and acquisition integration;

our ability to incur debt on reasonable terms;

regulatory limits on the ability of Sterling Savings Bank to pay dividends to Sterling;

impact of legislative and regulatory change on the financial sector;

future legislative or administrative changes to the Troubled Asset Relief Program ( TARP ) Capital Purchase Program; and

the impact of legislative changes and related rules and regulations on Sterling s business operations and competitiveness, including
the impact of executive compensation restrictions, which may affect Sterling s ability to retain and recruit executives in competition
with other firms who do not operate under such restrictions.
Other factors that could cause actual conditions, events or results to differ significantly from those described in the forward-looking statements
may be found under Risk Factors in Sterling s Annual Report on Form 10-K for the fiscal year ended December 31, 2010.

Item 3 Quantitative and Qualitative Disclosures About Market Risk

For a discussion of Sterling s market risks, see Management s Discussion and Analysis - Asset and Liability Management.
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Disclosure Controls and Procedures

Sterling s management, with the participation of Sterling s principal executive officer and principal financial officer, has evaluated the
effectiveness of Sterling s disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities and
Exchange Act of 1934 (the Exchange Act ) as of the end of the period covered by this report. Based on such evaluation, Sterling s principal
executive officer and principal financial officer have concluded that, as of the end of such period, Sterling s disclosure controls and procedures
are effective in recording, processing, summarizing and reporting, on a timely basis, information required to be disclosed by Sterling in the
reports that it files or submits under the Exchange Act.

Changes in Internal Control Over Financial Reporting

There were no changes in Sterling s internal control over financial reporting that occurred during the fiscal quarter to which this report relates
that have materially affected, or are reasonably likely to materially affect, Sterling s internal control over financial reporting.
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PART II Other Information

Item 1 Legal Proceedings

Securities Class Action Litigation

On December 11, 2009, a putative securities class action was filed in the United States District Court for the Eastern District of Washington
against Sterling and certain of our current and former officers. The court appointed a lead plaintiff on March 9, 2010. On June 18, 2010, the lead
plaintiff filed a consolidated complaint (the Complaint ). The Complaint purports to be brought on behalf of a class of persons who purchased or
otherwise acquired Sterling s stock during the period from July 23, 2008 to October 15, 2009. The Complaint alleges that defendants violated
Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 by failing to disclose the extent of Sterling s delinquent commercial real estate,
construction and land development loans, properly record losses for impaired loans, and properly reserve for loan losses, thereby causing

Sterling s stock price to be artificially inflated during the purported class period. Plaintiffs seek unspecified damages and attorneys fees and costs.
Sterling believes the lawsuit is without merit and intends to defend against it vigorously. On August 30, 2010, Sterling moved to dismiss the
Complaint. On March 2, 2011, after complete briefing, the court held a hearing on the motion to dismiss. The court has not yet issued an order

on the motion. Failure by Sterling to obtain a favorable resolution of the claims set forth in the complaint could have a material adverse effect on
our business, results of operations and financial condition. Currently, a loss resulting from these claims is not considered probable or reasonably
estimable in amount.

ERISA Class Action Litigation

On January 20 and 22, 2010, two putative class action complaints were filed in the United States District Court for the Eastern District of

Washington against Sterling Financial Corporation and Sterling Savings Bank (collectively, Sterling ), as well as certain of Sterling s current and

former officers and directors. The two complaints were merged in a Consolidated Amended Complaint (the Complaint ) filed on July 16, 2010 in

the same court. The Complaint does not name all of individuals named in the prior complaints, but it is expected that additional defendants will

be added. The Complaint alleges that the defendants breached their fiduciary duties under sections 404 and 405 of the Employee Retirement

Income Security Act of 1974, as amended ( ERISA ), with respect to the Sterling Savings Bank Employee Savings and Investment Plan (the
401(k) Plan ) and the FirstBank Northwest Employee Stock Ownership Plan ( ESOP ) (collectively, the Plans ). Specifically, the Complaint alleges

that the defendants breached their duties by investing assets of the Plans in Sterling s securities when it was imprudent to do so, and by investing

such assets in Sterling securities when defendants knew or should have known that the price of those securities was inflated due to

misrepresentations and omissions about Sterling s business practices. The business practices at issue include alleged over-reliance on risky

construction loans; alleged inadequate loan reserves; alleged spiking increases in nonperforming assets, nonperforming loans, classified assets,

and 90+-day delinquent loans; alleged inadequate accounting for rising loan payment shortfalls; alleged unsafe and unsound banking practices;

and a capital base that was allegedly inadequate to withstand the significant deterioration in the real estate markets. The putative class periods

are October 22, 2007 to the present for the 401(k) Plan class, and October 22, 2007 to November 14, 2008 for the ESOP class. The Complaint

seeks damages of an unspecified amount and attorneys fees and costs. Sterling believes the lawsuit is without merit and intends to defend against

it vigorously. A hearing on the motion to dismiss occurred on March 22, 2011, with the court indicating that it would take the motion under

submission. The court has not yet issued an order on the motion. Failure by Sterling to obtain a favorable resolution of the claims set forth in the

Complaint could have a material adverse effect on Sterling s business, results of operations, and financial condition. Currently, a loss resulting

from these claims is not considered probable or reasonably estimable in amount.

Derivative Class Action Litigation

On February 10, 2010, a shareholder derivative action was filed in the Superior Court for Spokane County, Washington, purportedly on behalf
of and for the benefit of Sterling, against certain of our current and former officers and directors. On August 2, 2010, plaintiff filed an amended
complaint (the Complaint ) alleging, among other claims, breach of fiduciary duty, aiding and abetting breach of fiduciary duty, and unjust
enrichment. The Complaint alleges that the individual defendants failed to prevent Sterling from issuing improper financial statements, maintain
a sufficient allowance for loan and lease losses, and establish effective credit risk management
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and oversight mechanisms regarding Sterling s commercial real estate, construction and land development loans, losses and reserves recorded for
impaired loans, and accounting for goodwill and deferred tax assets. The Complaint seeks unspecified damages, restitution, disgorgement of
profits, equitable and injunctive relief, attorneys fees, accountants and experts fees, costs, and expenses. Because the Complaint is derivative in
nature, it does not seek monetary damages from Sterling. However, Sterling may be required throughout the pendency of the action to advance

the legal fees and costs incurred by the defendant officers and directors. On September 13, 2010, Sterling moved to dismiss the Complaint. The
hearing on Sterling s motion to dismiss was held on January 14, 2011. On February 25, 2011, the court issued an order denying Sterling s motion
to dismiss in its entirety. On April 12, 2011, Sterling filed a request for discretionary review with the Washington Court of Appeals, which was
denied on June 1, 2011. Currently, a loss resulting from these claims is not considered probable or reasonably estimable in amount, and, due to

the nature of the claim, any such loss would be payable, in part, to Sterling.

Item 1A Risk Factors

You should carefully consider the risks and uncertainties we describe in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2010 before deciding to invest in, or retain, shares of our common stock. These are not the only risks and uncertainties that we
face. Additional risks and uncertainties that we do not currently know about or that we currently believe are immaterial, or that we have not
predicted, may also harm our business operations or adversely affect us. If any of these risks or uncertainties actually occurs, our business,
financial condition, operating results or liquidity could be materially harmed.

Item 2 Unregistered Sales of Equity Securities and Use of Proceeds
Not applicable.

Item 3 Defaults Upon Senior Securities

Not applicable.

Item 4 (Removed and Reserved)

Item S Other Information

Item 6 Exhibits

The exhibits filed as part of this report and the exhibits incorporated herein by reference are listed in the Exhibit Index at page E-1.
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STERLING FINANCIAL CORPORATION
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.

TERLING FINANCIAL RPORATION
(Registrant)

August 9, 2011 By:  /s/ Robert G. Butterfield
Date Robert G. Butterfield

Senior Vice President, Controller, and
Principal Accounting Officer
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Exhibit Index

Restated Articles of Incorporation of Sterling. Filed as Exhibit 4.1 to Sterling s Amendment No. 1 to the Registration Statement on
Form S-3 dated May 8, 2009 and incorporated by reference herein.

Articles of Amendment of Restated Articles of Incorporation of Sterling increasing the authorized shares of common stock. Filed as
Exhibit 4.2 to Sterling s Amendment No. 1 to the Registration Statement on Form S-3 dated September 21, 2009 and incorporated by
reference herein.

Articles of Amendment to Sterling s Restated Articles of Incorporation designating Fixed Rate Cumulative Mandatorily Convertible
Preferred Stock, Series C. Filed as Exhibit 3.1 to Sterling s Current Report on Form 8-K dated August 30, 2010 and incorporated by
reference herein.

Articles of Amendment to Sterling s Restated Articles of Incorporation eliminating par value of Sterling Common Stock. Filed as
Exhibit 3.2 to Sterling s Current Report on Form 8-K dated August 30, 2010 and incorporated by reference herein.

Articles of Amendment to Sterling s Restated Articles of Incorporation designating Fixed Rate Cumulative Mandatorily Convertible
Preferred Stock, Series B. Filed as Exhibit 3.3 to Sterling s Current Report on Form 8-K dated August 30, 2010 and incorporated by
reference herein.

Articles of Amendment to Sterling s Restated Articles of Incorporation designating Fixed Rate Cumulative Mandatorily Convertible
Preferred Stock, Series D. Filed as Exhibit 3.4 to Sterling s Current Report on Form 8-K dated August 30, 2010 and incorporated by
reference herein.

Articles of Amendment to Sterling s Restated Articles of Incorporation increasing the authorized shares of common stock. Filed as
exhibit 3.7 to Sterling s Amendment No. 1 to the Registration Statement on Form S-1 dated November 3, 2010 and incorporated by
reference herein.

Articles of Amendment to Sterling s Restated Articles of Incorporation reducing the authorized shares of common stock. Filed as
Exhibit 3.1 to Sterling s Current Report on Form 8-K dated November 18, 2010 and incorporated by reference herein.

Articles of Amendment to Sterling s Restated Articles of Incorporation regarding certain transfer restrictions. Filed as Exhibit 3.9 to
Sterling s Annual Report on Form 10-K for the year ended December 31, 2010 and incorporated by reference herein.

Amended and Restated Bylaws of Sterling. Filed as Exhibit 3.1 to Sterling s Registration Statement on Form 8-K dated April 25,
2011, and incorporated by referenced herein.

Reference is made to Exhibits 3.1, 3.2, 3.3, 3.4, 3.5, 3.6, 3.7, 3.8, 3.9 and 3.10.

Form of Common Stock Certificate. Filed as Exhibit 4.3 to Sterling s Registration Statement on Form S-3 dated July 20, 2009 and
incorporated by reference herein.

Shareholder Rights Plan, dated as of April 14, 2010, between Sterling Financial Corporation and American Stock Transfer & Trust
Company, LLC, as Rights Agent, which includes the Form of Articles of Amendment to the Restated Articles of Incorporation of
Sterling Financial Corporation (Series E Participating Cumulative Preferred Stock) as Exhibit A, the Summary of Terms of the
Rights Agreement as Exhibit B and the Form of Right Certificate as Exhibit C. Filed as Exhibit 4.1 to Sterling s Current Report on
Form 8-K filed on April 15, 2010 and incorporated by reference herein.

First Amendment to Shareholder Rights Plan, dated as of December 8, 2010, between Sterling Financial Corporation and American
Stock Transfer & Trust Company, LLC, as Rights Agent. Filed as Exhibit 4.1 to Sterling s Current Report on Form 8-K filed on
December 10, 2010 and incorporated by reference herein.

E-1

Table of Contents 62



Edgar Filing: ROGERS CORP - Form 4

Table of
4.5
4.6
4.7
4.8
31.1
31.2
32.1
322
101.INS*
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Form of Warrant to Purchase Shares of Sterling Common Stock, dated August 26, 2010 and issued to Thomas H. Lee Equity
Fund VI, L.P., Thomas H. Lee Parallel Fund VI, L.P., Thomas H. Lee Parallel (DT) Fund VI, L.P. and THL Sterling Equity
Investors, L.P. Filed as Exhibit 4.7 to Sterling s Registration Statement on Form S-1 dated September 24, 2010 and incorporated
by reference herein.

Form of Warrant to Purchase Shares of Sterling Common Stock, dated August 26, 2010 and issued to Warburg Pincus Private
Equity X, L.P. Filed as Exhibit 4.8 to Sterling s Registration Statement on Form S-1 dated September 24, 2010 and incorporated
by reference herein.

Amended and Restated Warrant to purchase shares of Sterling Common Stock, dated August 26, 2010 and issued to the United
States Department of the Treasury. Filed as Exhibit 4.9 to Sterling s Registration Statement on Form S-1 dated September 24,
2010 and incorporated by reference herein.

Sterling has outstanding certain long-term debt. None of such debt exceeds ten percent of Sterling s total assets; therefore, copies
of the constituent instruments defining the rights of the holders of such debt are not included as exhibits. Copies of instruments
with respect to such long-term debt will be furnished to the Securities and Exchange Commission upon request.

Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. Filed herewith.
Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. Filed herewith.

Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002. Furnished herewith.

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002. Furnished herewith.

XBRL Instance Document. Furnished herewith.

XBRL Taxonomy Extension Schema. Furnished herewith.

XBRL Taxonomy Extension Calculation Linkbase. Furnished herewith.
XBRL Taxonomy Extension Label Linkbase. Furnished herewith.

XBRL Taxonomy Extension Presentation Linkbase. Furnished herewith.

* Pursuant to Rule 406T of Regulation S-T, these interactive data files are furnished and not deemed filed or part of a registration statement or
prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, or Section 18 of the Securities Exchange Act of 1934,
as amended, and otherwise are not subject to liability under these sections.
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Exhibit 31.1
Certification of Principal Executive Officer

L, J. Gregory Seibly, certify that:

1.  Ihave reviewed this quarterly report on Form 10-Q of Sterling Financial Corporation;

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

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

4.  The registrant s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

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

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

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

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

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

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonable likely to adversely affect the registrant s ability to record, process, summarize and report financial information; and
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b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant s
internal control over financial reporting.

Dated: August 9, 2011 By: /s J. Gregory Seibly
J. Gregory Seibly
President and Principal Executive Officer
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Certification of Principal Financial Officer

I, Patrick J. Rusnak, certify that:

1.  Ihave reviewed this quarterly report on Form 10-Q of Sterling Financial Corporation;

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

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

4.  The registrant s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

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

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

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

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

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

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonable likely to adversely affect the registrant s ability to record, process, summarize and report financial information; and
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b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant s
internal control over financial reporting.

Dated: August 9, 2011 By:  /s/ Patrick J. Rusnak
Patrick J. Rusnak
Executive Vice President and
Principal Financial Officer
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Certification of Principal Executive Officer
Pursuant to 18 U.S.C. Section 1350

In connection with the accompanying Report on Form 10-Q of Sterling Financial Corporation ( Sterling ) for the period ended June 30, 2011 as
filed with the Securities and Exchange Commission on the date hereof (the Report ), I, J. Gregory Seibly, Principal Executive Officer of Sterling,
hereby certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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

2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
Sterling.

Dated: August 9, 2011 By:  /s/J. Gregory Seibly

J. Gregory Seibly

President and Principal Executive Officer
This certification accompanies each Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be deemed filed by Sterling for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended.

A signed original of this written statement required by Section 906 has been provided to Sterling and will be retained by Sterling and furnished
to the Securities and Exchange Commission upon request.
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Certification of Principal Financial Officer
Pursuant to 18 U.S.C. Section 1350

In connection with the accompanying Report on Form 10-Q of Sterling Financial Corporation ( Sterling ) for the period ended June 30, 2011 as
filed with the Securities and Exchange Commission on the date hereof (the Report ), I, Patrick J. Rusnak, Principal Financial Officer of Sterling,
hereby certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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

2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
Sterling.

Dated: August 9, 2011 By:  /s/ Patrick J. Rusnak

Patrick J. Rusnak

Executive Vice President and

Principal Financial Officer
This certification accompanies each Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be deemed filed by Sterling for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended.

A signed original of this written statement required by Section 906 has been provided to Sterling and will be retained by Sterling and furnished
to the Securities and Exchange Commission upon request.
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