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Vorgotg, operating expenses increased 8% to $39.6 million.
The majority of the increase was due to OREO expenses and
writedowns, as well as an increase in employee health care
benefit costs. We also made strategic investments in system
efficiencies and electronic banking technology, in r%‘?onée 10

marketplace demands.

Northrim remains well capitalized, with Tier 1+ Capital to Risk
Adjusted Assets of 15.34% at December 31, 2013, We've seen
ady growth in'shareholdérs’ equity through earnings
retention, whiclh totaled $136:4 million, ot $20.93 pershare,
tly cash dividend to

$o.ar pershare in December 2012, from $6.13in December

atyear-end. And we increased our quar
2011. The dividend provides ayield of approximately 2.6% at

currentmarket share prices.

We credit our past, present and future suceess to our clear
mission —to be Alaska’s most trusted financial institution.
We are proud to be aleading community bank, working to
serve and strengthen our communities, We are market leaders
foremuost because of our people. We understand Alaska, we're

involved and accessible; and we make decisions based on

whatis best for the state and the e . We

work to represent, educate and advoeate for Alaska s busin

community, We invest lotally, and we are commitier
our bank, our customers and our community succeed.
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Marc Langland Joe Beedle

Chairmian, dent and. CEO sdentand CRL
Northrun BanCorp, Tnc,

Chairman, Northrim Bank
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NET INCOME ATTRIBUTABLE
TO NORTHRIM BANCORP, INC
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e
our customer v, more flexible and more
responsive service. Decisions are made with aneye onwhatis

'E;f‘ for Alaska

Our people are detive, engaged and focused on making our

ve. Youwill findus

abvarious leadership levels of locali state and national

organizations. We're proud of this culture of giving and
volunteerism, which tan also be seenin the $1.2 million the
conipany and our employees have raised over the years for

United Way;

Overtime, Northrira has also contributed nearly $1 million
to the University of Alaska Institute of Social and Economic
Regearch (ISER) and $3.3 million to higher education,
henefiting everything from iraportant studies and university
programs to youth conferences and Arctic engineering
solutions. - :
DEPOSITS
inthousands
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As a g year-old community bank. we've developed local

market expertive that is as wide ag i is deep. We freely share
our knowledge with the goal ot helping to strengthen our
conmunities and ourstate, Bottomline: we areinvested in
ska's econiomy and people suct This Alaska-
atriefocus, intandem with oura Northrim

to focus onthe unique people

Active local lending is onie way we demionsivate our commitment
tothe community. Our deposits come Trom Alaskans and we
believe ourloans should go back t0 the communities we serve,
bothiwthe form ot business ande imerloans, as wellas
through-the purchase of loeal bonds, which fund housing, conds

schools and other critical infrastructure projects across the state,

As we 8 tvonomy, we inve
areasthatare strong in Aluska. Ouz focus areas inelude
residential construction, commercial real estate, and
commercial lending, specibically in the areas of resourees,

Alaska Nativec

porations, and hes

NONPERFORMING ASSETS (NPA)

i ihotsands

2008 2009

s NPA CONPAYASS




se sectors, weare hel
Alaska's economy.

d people who are intimate

nd-we devote the time necessary

nvest
nbined with our capac

solid base for

rthoand the fonndationon

mploy talented. dedicated

beenwith usfor vears, even

adershipis acknowledped both




Sound strategy , :
Our long- term strategy focuses on maintaining a strong capital
base, growing our portfolio of ZQQ&xls,zincreasmg other operating
income, and improving credit quality.

Notthrin remaings wellscapitalized with Tier 1 Capital to Risk
Adjusted Assets of 15.34%, and our affiliates continue to ,
performwell, contributing significantly to our other operating

weome, which increased 18% to $15.4 million in go12.

We vebeen effective in building our loan portfolio; which grew
, ; : g 8
g% year-over-year and includes a diverse mix of commercial
toans, commercial real estate loans. and construction and fand

development loans.

We fully implemented a new assef quality rating system in
2012, and devoted significant resources to more rigorous credit
underwriting and management systems to ’impKéxre the overall
quality of our loan portfolio. Our efforts paid off during z012.
with nonperformingloans dropping to 0.64% of portfolio
loansfrom1.14% ayearago. The ratio of nonperforming assels
to totalassets also dropped to 0.78% from 1.16% a yearago,

Proud to be publicly traded

Northrin is proud to be one of a few active publicly traded
companies based in Alaska, This status allows customers and
other interested parties to be owners of Northrim. It also
means that we are subject to rigorous financial control and
disclosures as an SEC-compliant corporation.

Despite the burdens of new regulations hrought on by
the financial crisis, we are committed to compliance and
imaintaining good relationships with regulators while still
operating efficiently, serving our customers and making

aprofit.

Strategic investments

Today’s customers need and expect secure, convenient
_electronic banking services — and those needs reqvuirev
increasingly innovative solutions. Northrim is committed

significant investments in our information technology
infrastructure and electronic banking technol Ggy and ex
inzors, andwill continue todo soin the futire: '

More than half of our transactions are now electronic, causing
an evolutionin the role of our branchies, Branch employees are
nive

nowconsidered” sal bankers” who can respond fo a wide

variety ol more complex customer requests. This shift requires
antinvestment in employee training; which we are pleased to
provide. Our staff understand the intricacies of operating a
bank. and areempoweredto not only be managersth

today, but to'be leaders planning fortomorrow.

| Capacity for growth

The capacity that exists within our staff and facilities gives us ’
the ability to grow from within, and we are always secking new
ways to increase the efficioney of our systems and processes,

This allows us time to plan for the future, and guickly respond.

to opportunities in the marketplace:

LOAN PORTFOLIC
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_to meeting our customers’ demands, which is why we made
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W owna 4,8% interest in Elliott
Coye Capital Management, LLC
(Elliott Cove), a registered
investment advisor and Northrim
I COV) affiliate since 2002. The company,
, apital Mg Dt which specializes inhelping
_hinancial mstitutions create or expand investment programs and
retirement plans for their customers, contributed $215.000 10

roperating income in'go12, comparedto $188, 0001 2011,

Insoiz: Elliott Cove increased ils assets under management to
B1o6 million as of December 31,301
“the number of banks that offer

Novthoyim Bank as well as six community banks in Washington.

2. The company also grew
its products, and now serves

Bathertharninstallin
interface with customers, Elliott Coveuses the bank’s

g athird-party broker in the bank to

exmtmgﬁ
employess, resulling in a stronger relationship between the
custorner and bank. Elliott Cove trains the institution’s own
employees, guides them through the regist ionand licensing

provess, and gn‘omeﬁies ongoing support.

Elliott Cove’s portfolios are constructed usingindex-funds from

Dimensional Fund Advisors, aleader in index fund investing,
ina process called disciplined asset allocation, which utilizes
principles of diversification tolower risk while attempting to

achieve superior risk-adjusted returns:

Elliott Cove Insurance Agency LLC
Northrim ¢

Agency LLG inthe fourth quarter of 2011, and now owns a 4.8%

irchased ité interest in Elliott Cove Tnsurance

interestin the company. Elliott Cove Insurance Agency LLC saw
P gency

an incerease inactivity in the past year; contributing $53.000 %0 our

otheroperating income in 2012, comipared to $20.000 in 2014

The agency was formed in 2010 to offer annuities and life

insurance products through its six bank clients in Washington
d throngh N orthrim Bank in Alaska. These products provide
stomers with interes

’,m other

~bearing investments asan alternative

ockorincome ~pre}(}.ucmg mvestments,

PACIFIC PORTFOLIO

We ownaod Y% interest in Pacife W{mifh Advigors, an

independent wealth mans stinent advisor that
isthe holding compa s Portfolio Consulting, LLG

and Pacilic Portfolio [ms‘é Company (Pacihe Portlolio).

Despite a volatile investment environment; the company
contributed $75,000 to other opemting incomeinzoig,
compared to $ri.000inzor year; the

company increased its assets under advisement, which fow

“total $2.4 billiorcas of December 31 go12: up from $1.7 billion

in 2011, Pacitic Portfolio also prew its clisnt base, througha
combination of value-added services and effective business
developmentefforts.

Pacific Portfolio serves high-net-worth individuals and

families, as well ag institutions, including endowments,

foundations, and trustee=or ipant-directed retivernent

fre Portfolic
wealth ormeet their

plans: Partofthe eoob, Pa
helps clients manage their persona

fidueiary responstbilities:

Since its establishme acitie Portfolio has been
v may help
erface with

afee-onlyadvisor.’ mg a b P Gad ap;:}re')acha th
aninstitutional client selecta 401k platform or
anindividual’s attorney or CPA on acomprehensiveestite or

financialplan.

The Paci

than 235 years in diverse backgrounds inclading imvestiments,

1o Portlolio team has combined experience of more

financial and estate planning, and trasts, The company’s

investment com s morethan 1oo yearsof combined

experience, Pacific Portfolio’s internal research capabilities
allow the company to interpretand tatlor research to i

clients;
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Dan-Lowell

SVE: Northrin Funding Services Manager

Steve Hartung
EVE Chief Credir Offucer

Catherine Claxton
VP Commercinl fleal Estute Loan Ma
Ben Craig
SVE: Chief Technalngy Officer
Ellen:lzer

VP Higmon Resgtrces Director

Joe Schierhorn
Fetihief Einancial Offic

Audrey Amundson

SVP Ageounting Manuger
Chris Knudson
EVE Chaef Operating Off:

Mare Langland
Chairman; Presidenit and CEQ. Northrim Bar
Chatrman; Northrim Bank

Joe Beedle
Prosident and CEO, Norvthirim Borik
Tara-Tetzlalf

SVP Gorstrucrion Loan Monager
8

Dennis Bingham
SVP: Loar Administration

Lynn Watle
B Operations Manag
S Mitler
SV Senior Credit O
Suzanne Whittle
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Len Horst

SVE Commergiol Lowrt Manager

Carolyn Jennings
SVE Broneh Administration Manap
Amber Zins
B drtermal Avdic Manaper
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We are Alaskan managed. We
and values, and strongly support our comm

CLall

growth opportunities for our customers, our institution and
We strive 1o be better, personally and professionally.

waretrustworthy, reliable, and ethical, and provide our customers

withy secure, confidenitial services. We do what ts right.
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We do what we soy

e value alignment with
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Information and addresses

Anpual Meeting:

May16;3013: g:00a:1m:

Hilton Anichorage Hotel - 500 W. 3vd Avenue
whorage;, AK

Stock Symbol:
Ngrthrim BanCorp, Int. (NASDAQ: NRIM)

Auditor:
Moss Adams LLP

Transfer Agent & Regz’sz‘r&r*
American Stock Transfer & Trust Company LLCG
(866) 437-5449; info f, m’zsmck, com

Legal Counsel:
Dav ght Tremaine LLP

Investor Requests:

Por stock information and SEC filings, copies of earnings & dividend releases

click on "Investor Relations” section at northrim.com.

Investor Information:

Call our Corporate Secretary at (o) 562-0062 or
write Corporate Secretary, Northrim Bank

PO Box 241489, Anchorage. AK 995241489

This report has not been approved or disapproved for accuracy or adequacy by
the Federal Deposit Insurance Corporation, Federal Reserve Bank, Securities

and Exchange Commission, or any other regulatory authority.

Member FDIC, Equal Opportunity Lender
Equal Opportunity Employer

Financial Snapshot Footnotes:

Cautionary note regarding
forward-looking statements

This report may inelude "forward -looking statements” within thie roedring
of the Private Securities Litigation R o Act of 1995, as amended:
which'are not historical facts. These forward -looking statements describe
management’s expectations about future eventsand devel opmenis suchag
future operating results, growth inloans and deposits, co
the Company's style of banking, and the strength'of the loc*a} economy.All
statentents other than statements of historical fact, including statemen
regarding industry prospects and futire results of operations or financial
pcwtum made in this repartare forward-looking. Weuse words such as
“anticipate,” “believe,” "expect.” “intend” and stmilar expression part
to helpidentify forward -looking statements. Farward-looking mients
reflect mmngemom 's current plans and expectations and are inherently
uncertain. Our actual results may differ significantly from management’s
expectations, and those variations may be hoth material and adverse.
Forward-looking statements are subjeet to various risks and uncertainties
that may cause our actual results to differ materially and adversely from
our expectations asindicated in the forward -looking statements. Th
risks and uncertainties include: the general condition of, and changes in,
the Alaska economy; factors that impact ot net interest marging andour
ability to maintain asset quality. Further, actual results may be affected by
competitionon price and other factors with other financial institutions;
customer acceptance of new products and sérvices; the regulatory
environment inwhich we operate; and general trends in the local, regional
and national banking industry and economy. Many of these risks, as well as
other risks that may have a material adverse impact on our operations and
business, ave identified i our filings with the SEC, However, you should
be aware that these factors are not an exhaustive list, and you should not
assume these are the only factors actual results to differ
from our expectations. In addu,lou, you should note that we do notintend to
update any of the forward-looking statements or the uncertainties that may
adversely impact those statements, other than as required by law.

(1) Tangible book value per share is a non-GAAP ratio that represents shareholder’s equity, less intangible agsets, divided by conunon stock outstanding.
(2) Tax-equivalent net interest margin is a non-GAAP performance measurement in which inferest indome on non-taxable investmients and loans is presented
onatax-equivalent basisusing a combined federal and state statutory rate of 41.11% in all years presented.

In‘managiog our business, we review the efficiency ratio exclusive of intangible asset amortization. which is not defined inaccounting prineiples generally

dceepted inthe United States ("GAAP”). The efficiency ratio is caleulated by dividing noninterest expense, exclusive of intangible asset a

sation, by the

s of net inferest income and noninterest income. Other companies may define or caleulate this data differently. We believe this presen Hon provides
investors with a more sceurate picture of our operating efficiency. Inthis presentation, noninterest expense is adjusted for intang

Refer tothe company’s Annual Report on Formi 1ok available in the "Investor Relations” seetion of niothrim.com, for reconciliations of not-GAAP financial

ratios o comparable GAAP measurements.
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