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As filed with the Securities and Exchange Commission on April 19, 2004
Registration No.

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form S-4

REGISTRATION STATEMENT
UNDER
THE SECURITIES ACT OF 1933

Umpqua Holdings Corporation

(Exact name of registrant as specified in its charter)

Oregon 6022 93-1261319
(State or Other Jurisdiction of (Primary Standard Industrial (IRS Employer
Incorporation or Organization) Classification Code Number) Identification No.)

200 SW Market Street, Suite 1900
Portland, Oregon 97204
(503) 546-2499
(Address, including zip code, and telephone number, including area code, of registrant s principal executive offices)
Raymond P. Davis
President and Chief Executive Officer
Umpqua Holdings Corporation
200 SW Market Street, Suite 1900
Portland, Oregon 97201
(503) 546-2499
(Name, address, including zip code, and telephone number, including area code, of agent for service)

Copies to:
Kenneth E. Roberts, Esq Stanley F. Farrar, Esq.
Foster Pepper Tooze LLP Sullivan & Cromwell LLP
601 SW Second Avenue, Suite 1800 1888 Century Park East, Suite 2100
Portland, Oregon 97204 Los Angeles, California 90067-1725
(503) 221-0607 (310) 712-6600

Approximate Date of Proposed Sale to the public: As soon as practicable after this Registration Statement becomes effective.

If the securities being registered on this Form are being offered in connection with the formation of a holding company and there is
compliance with General Instruction G, check the following box. o

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box
and list the Securities Act registration statement number of the earlier registration statement for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. o

CALCULATION OF REGISTRATION FEE
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Proposed Maximum Proposed Maximum
Title of Each Class Amount to be Offering Price per Aggregate Offering Amount of
of Securities to be Registered Registered(1) Unit Price(2) Registration Fee(2)
Common Stock, no par value 16,512,308 N/A $315,219,960 $39,938.37

(1) Represents the estimated maximum number of shares of common stock of Umpqua, no par value per share, that could be issued in
connection with the merger with Humboldt Bancorp including shares of common stock issuable upon the exercise of outstanding options
to acquire Humboldt Bancorp common stock.

(2) Estimated solely for the purpose of calculating the registration fee pursuant to Rules 457(c) and (f) under the Securities Act of 1933, as
amended, based on the market value of Humboldt Bancorp as of April 13, 2004 as reported by the Nasdaq National Market System™ on
April 13, 2004, and the estimated maximum number of shares of Humboldt Bancorp common stock (16,512,308 including
1,323,032 shares subject to options) that may be exchanged for Umpqua common stock.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until
the registrant shall file a further amendment which specifically states that this registration statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, as amended, or until the registration statement shall become effective on such
date as the Commission, may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration filed with the
Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and it is not soliciting an offer to buy
these securities in any state where the offer or sale is not permitted.

MERGER PROPOSAL YOUR VOTE IS VERY IMPORTANT

The boards of directors of Umpqua Holdings Corporation ( Umpqua ) and Humboldt Bancorp ( Humboldt ) have approved an Agreement and
Plan of Reorganization pursuant to which Humboldt would merge with and into Umpqua. We are sending you this document to ask you to vote
in favor of the merger proposal.

Upon completion of the merger, Humboldt shareholders will be entitled to receive one share of Umpqua common stock for each share of
Humboldt common stock that they own.

The implied value per share of Humboldt common stock converted in the merger at the exchange ratio noted above is equal to $ , the
market value of Umpqua common stock on , 2004, the most recent practicable date prior to the printing of this document.

After careful consideration, the boards of directors of Umpqua and Humboldt determined the merger to be fair to its shareholders and in its
shareholders best interests, and approved the merger agreement.

Your vote is very important. We cannot complete the merger unless the shareholders of Umpqua and Humboldt approve the merger. The
boards of directors of Umpqua and Humboldt are soliciting proxies from shareholders to vote at the special shareholder meetings. You do not
need to attend the meeting to vote your shares, although you are invited to do so. Whether or not you choose to attend, please complete, sign,
date and return the enclosed proxy or follow the instructions on the proxy for telephone or Internet voting.

This joint proxy statement-prospectus gives you detailed information about the merger and the special shareholder meetings.
Before sending in your proxy or voting your shares, you should read this entire document, particularly the information under Risk
Factors beginning on page

You should rely only on the information in this document or in other documents to which we refer you, concerning Umpqua, Humboldt and
the proposed merger. We have not authorized anyone to provide you with information that is different.

This document is dated , 2004, and is being mailed to you on or about ,2004.
Raymond P. Davis Robert M. Daugherty
President and Chief Executive Officer President and Chief Executive Officer
Umpqua Holdings Corporation Humboldt Bancorp

Neither the Securities and Exchange Commission, the Oregon Department of Consumer and Business Services, the California
Department of Financial Institutions, nor any other state securities commission has approved or disapproved of the terms of the merger
agreement or passed upon the adequacy or accuracy of this joint document. Any representation to the contrary is a criminal offense.
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WHERE YOU CAN FIND MORE INFORMATION

This joint proxy statement-prospectus incorporates important business and financial information about Umpqua and Humboldt from
documents that are not included in or delivered with this document. See Incorporation of Documents by Reference on page . This information
is available without charge to you upon written or oral request. If you request any incorporated documents, we will mail the documents and all
exhibits specifically incorporated by reference in the requested documents to you by first class mail, or other equally prompt means.

For documents relating to Umpqua, direct requests to:

Umpqua Holdings Corporation

200 SW Market Street, Suite 1900
Portland, OR 97201

Attn:Steve Bellas, Investor Relations
(503) 546-2495

Email:stevebellas @umpquabank.com

For documents relating to Humboldt, direct requests to:

Humboldt Bancorp

2998 Douglas Blvd, Suite 330

Roseville, CA 95661

Attn:Patrick Rusnak, Executive Vice President and Chief Financial Officer
(916) 783-2812

Email: prusnak@humboldtbancorp.com

To obtain timely delivery before the shareholder meetings, you must request the information no later than , 2004. These
documents can also be reviewed and copied from various free web sites including the Securities and Exchange Commission s web site listed
below.

Umpqua and Humboldt file annual, quarterly and periodic reports, proxy statements and other information with the SEC. You may obtain
copies of these documents by mail from the public reference room of the SEC at Judiciary Plaza, Room 1024, 450 Fifth Street, N.W.,
Washington, D.C. 20549, at prescribed rates. Please call the SEC at 1-800-732-0330 for information on the operation of the public reference
room. In addition, Umpqua and Humboldt file reports and other information with the SEC electronically, and the SEC maintains a web site
located at http://www.sec.gov containing this information. Each of Umpqua and Humboldt post their SEC filings on their respective web sites at
www.umpquaholdingscorp.com and www.humboldtbancorp.com.

Umpqua has filed a registration statement on Form S-4 to register with the SEC up to 16,512,308 shares of Umpqua common stock. This
document is a part of that registration statement. As permitted by SEC rules, this document does not contain all of the information included in
the registration statement or in the exhibits or schedules to the registration statement. You may read and copy the registration statement,
including any amendments, schedules and exhibits at the address set forth above. Statements contained in this document as to the contents of any
contract or other document referred to in this document are not necessarily complete. In each case, you should refer to the copy of the applicable
contract or other document filed as an exhibit to the registration statement.
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NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

To Umpqua Shareholders:

A special meeting of shareholders of Umpqua Holdings Corporation will be held at the Umpqua Bank University and Support Center, 1740
NW Garden Valley Blvd., Roseburg, Oregon , at [6 p.m., local time,] on [ ], 2004 for the following purposes:

To vote on a proposal to approve the Agreement and Plan of Reorganization and the accompanying Plan of Merger providing for the
merger of Humboldt Bancorp with and into Umpqua Holdings Corporation; and

To transact other business that may properly come before the meeting, including, if necessary, any proposal to adjourn the special meeting
to solicit additional proxies if there are insufficient votes at the time of the special meeting to approve the proposal.
If you were a shareholder of record of Umpqua common stock as of the close of business on [ , 2004], you are entitled to
receive this notice and vote at the special meeting, and any adjournment or postponement thereof.

Your vote is important. Holders of a majority of the shares of Umpqua common stock outstanding on [ , 2004] must vote in
favor of the proposal for the merger to be completed. Whether or not you expect to attend the special meeting in person, please mark, sign, date
and promptly return your proxy in the enclosed envelope, or follow the instructions for voting by phone or on the Internet.

After careful consideration, Umpqua s board of directors has determined that the merger agreement and the merger are in the best interest of
Umpqua and its shareholders. The board has adopted the merger agreement and unanimously recommends that Umpqua shareholders vote FOR
approval of the merger agreement.

By Order of the Board of Directors,

STEVEN L. PHILPOTT, Secretary
[ 1, 2004
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2998 Douglas Blvd, Suite 330
Roseville, California 95661

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

To Humboldt Shareholders:

A special meeting of shareholders of Humboldt Bancorp will be held at [Capitol Valley Bank, 1050 Pleasant Grove Road, Roseville,
California at 4:00 p.m., local time,] on , 2004, for the following purposes:

To vote on a proposal to approve the Agreement and Plan of Reorganization and the accompanying Plan of Merger providing for the
merger of Humboldt Bancorp with and into Umpqua Holdings Corporation.

To transact other business that may properly come before the meeting, including, if necessary, any proposal to adjourn the special meeting
to solicit additional proxies if there are insufficient votes at the time of the special meeting to approve the proposal.
If you were a shareholder of record of Humboldt common stock as of the close of business on , 2004, you are entitled to receive
this notice and vote at the special meeting, or any adjournment or postponement thereof.

Your vote is important. Holders of a majority of the shares of Humboldt common stock outstanding on , 2004, must vote in
favor of the merger agreement for the merger to be completed. Whether or not you expect to attend the special meeting in person, please mark,
sign, date and promptly return your proxy in the enclosed envelope or follow the instructions for voting by phone or on the Internet.

After careful consideration, Humboldt s board of directors has determined that the merger agreement and the merger are in the best interest
of Humboldt and its shareholders. The board has adopted the merger agreement and recommends that Humboldt shareholders vote FOR
approval of the merger agreement.

In connection with the proposed merger, you may exercise dissenters rights as provided in the California General Corporation Law. If you
meet all the requirements under California law, and follow all of its required procedures, you may receive cash in the amount equal to the fair
market value (as determined by mutual agreement between you and Humboldt Bancorp, or if there is no agreement, by a court) of your shares of
Humboldt Bancorp common stock as of the day before the first announcement of the terms of the merger. The procedure for exercising your
dissenters rights is summarized under the heading Dissenters Rights in the attached joint proxy statement-prospectus. The relevant provisions of
the California General Corporation Law on dissenters rights are attached to this document as Appendix E.

By Order of the Board of Directors,

PATRICK J. RUSNAK, Secretary
, 2004
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QUESTIONS AND ANSWERS ABOUT VOTING AND THE SHAREHOLDER MEETINGS

Q: What are shareholders being asked to vote on at the shareholder meetings?

A: Umpqua shareholders will vote on a proposal to approve the principal terms of the merger, including the issuance of shares of Umpqua
common stock in exchange for outstanding shares of Humboldt common stock, in accordance with the merger agreement.

Humboldt shareholders will vote on a proposal to approve the principal terms of the merger.
Q: Who is eligible to vote?

A: Holders of Umpqua common stock are eligible to vote at the Umpqua special meeting of shareholders if they were holders of record of
those shares at the close of business on , 2004.

Holders of Humboldt common stock are eligible to vote at the Humboldt special meeting of shareholders if they were holders of record

of those shares at the close of business on , 2004.
Q: What vote is required to approve the merger agreement?
A: The merger agreement will be approved if the holders of a majority of the shares of both Humboldt and Umpqua vote in favor of the

merger. Accordingly, a failure to vote or an abstention will have the same effect as a vote against the merger.
0. Are there dissenters appraisal rights?

A. Under California law, Humboldt shareholders may exercise dissenters rights as provided in the California General Corporation Law. If
you meet all the requirements under California law and follow all of its required procedures, you may receive cash in the amount equal to
the fair market value (as determined by mutual agreement between you and Humboldt Bancorp, or if there is no agreement, by a court) of
your shares of Humboldt Bancorp common stock as of the day before the first announcement of the terms of the merger. The procedure
for exercising your dissenters rights is summarized under the heading Dissenters Appraisal Rights Humboldt . The relevant provisions of
the California General Corporation Law on dissenters rights are attached to this document as Appendix E.

Umpqua is an Oregon corporation and under applicable Oregon law, Umpqua s shareholders do not have dissenters appraisal rights.
Q: Have Humboldt s and Umpqua s boards of directors approved the merger?

A. Yes. After careful consideration, the board of directors of each of the companies determined the merger to be fair to its shareholders and
in its shareholders best interests, approved the merger agreement and recommended that their respective shareholders vote in favor of the
merger agreement.

Q: Can I vote if I hold shares of Umpqua common stock in the Umpqua Bank 401(k) and Profit Sharing Plan?

A: If you are a participant in the Umpqua 401(k) Plan you will receive with this document separate voting instruction cards for shares of
Umpqua common stock allocated to your account as a participant or beneficiary under the Umpqua 401(k) Plan. These voting instruction
cards will appoint the trustee of the Umpqua Plan to vote shares in accordance with the instructions noted on the card. Please follow the
instructions that accompany the card. See Umpqua Special Meeting  Participants in the Umpqua 401 (k) Plan.

iv
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Q: Can I vote if I hold shares of Humboldt common stock in the Humboldt Bancorp Retirement Savings Plan?

A: In accordance with the terms of the Humboldt Bancorp Retirement Savings Plan, the plan s Administrative Committee will direct the
plan s trustee how to vote the shares in the plan s trust. See  Humboldt Special Meeting  Shares in the Humboldt Bancorp Retirement
Savings Plan.

Q: Can I vote if I hold shares of Humboldt common stock in the California Independent Bancorp 401(k) Plan?

A: If you hold shares in an account under the California Independent Bancorp 401(k) Plan, you will receive with this document separate
voting instruction cards for shares of Humboldt common stock allocated to your account as a participant or beneficiary under this plan.
These voting instruction cards will direct the plan s trustee to vote shares allocated to your account in accordance with the instructions
noted on the card. You should return this voting instruction card to Principal Financial Group, as indicated in the instructions that
accompany the card. Shares of Humboldt common stock for which proper voting instructions have not been received or properly
completed will be voted by the plan s trustee in the same proportion as those shares of Humboldt common stock for which properly
completed voting instructions have been received. See Humboldt Special Meeting California Independent Bancorp 401(k) Plan Account
Holders.

Q: Can I vote if I hold shares of Humboldt common stock in the California Independent Bancorp Employee Stock Ownership Plan?

A: If you hold shares in an account under the California Independent Bancorp Employee Stock Ownership Plan, you will receive with this
document separate voting instruction cards for shares of Humboldt common stock allocated to your account as a participant or
beneficiary under this plan. These voting instruction cards will direct the plan s trustee to vote shares allocated to your account in
accordance with the instructions noted on the card. You should return this voting instruction card to The Mechanics Bank, as indicated in
the instructions that accompany the card. Shares of Humboldt common stock for which proper voting instructions have not been received
or properly completed will not be voted. See Humboldt Special Meeting California Independent Bancorp Employee Stock Ownership
Plan Account Holders.

What do I need to do now?
First, carefully read this document in its entirety. Then, vote your shares by one of the following methods:

ZQ

mark, sign, date and return your proxy card in the enclosed return envelope as soon as possible;

call the toll-free number on the proxy card and follow the directions provided;

go to the web site listed on the proxy card and follow the instructions provided; or

attend the special meeting and submit a properly executed proxy or ballot. If a broker holds your shares in street name, you will need to get
a proxy from your broker to vote in person at the meeting.

Q: Can I change my vote after I have mailed my signed proxy card or voted by telephone or electronically?

A: Yes. If you have not voted through your broker, you can change your vote at any time before your shares are voted at the special meeting.
You can do this by:

calling the toll-free number on the proxy card and following the directions provided;

going to the web site listed on the proxy card and following the instructions provided;

submitting a properly executed proxy bearing a later date;
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notifying Humboldt s or Umpqua s corporate secretary, as the case may be, in writing of the revocation of your proxy; or

voting in person at the special meeting, but simply attending the meeting will not, of itself, revoke a proxy.

Q: Can I attend the special meeting even if I vote by proxy?
A: Yes. You are welcome to attend and we encourage you to do so.

Q: What if I do not vote or I abstain?

A: If you fail to respond or mark your proxy abstain, it will have the same effect as a vote against the merger proposal.

If you submit your proxy but do not indicate how you want to vote, your proxy will be voted in favor of the merger proposal.

Q: If my shares are held in  street name by my broker, will my broker vote my shares for me?

A: No. If your shares are held by your broker (or other nominee), you should receive this document and an instruction card from your
broker. Your broker will vote your shares only if you provide instructions on how to vote. If you do not tell your broker how to vote, your
broker cannot vote your shares. This will have the same effect as a vote against the merger.

Q: Should Humboldt shareholders send stock certificates at this time?

A: No, please do not send in your certificates until you receive instructions to do so. If you do not know where your stock certificates
are located, you may want to find them now so you do not experience delays receiving your merger consideration. If you have lost or
misplaced your Humboldt stock certificates, contact Humboldt s transfer agent Illinois Stock Transfer Company, 209 West Jackson Blvd.,
Suite 903, Chicago, IL 60606, or call Illinois Stock Transfer at (800) 757-5755 or (312) 427-2953. Promptly after completion of the
merger, you will receive instructions for exchanging your Humboldt stock certificates for Umpqua stock certificates.

Q: Where do I get more information?

A: If you have questions about the merger or submitting your proxy, or if you need additional copies of this document, the proxy card or any
documents incorporated by reference, you should contact one of the following:

Steven Philpott, Executive Vice President,
General Counsel and Secretary

Umpqua Holdings Corporation

Legal Department

675 Oak Street, Suite 200

P.O. Box 1560

Eugene, OR 97440

(541) 434-2997 (voice)

(541) 342-1425 (fax)
stevenphilpott@umpquabank.com

vi

Patrick J. Rusnak, Executive Vice President,
Chief Financial Officer and Secretary
Humboldt Bancorp

2998 Douglas Blvd, Suite 330

Roseville, CA 95661

(916) 783-2812 (voice)

(916) 677-5751 (fax)

prusnak @humboldtbancorp.com
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QUESTIONS AND ANSWERS ABOUT THE MERGER

Q: What will Humboldt shareholders receive in the merger?

A: Humboldt shareholders will receive one share of Umpqua common stock in exchange for each share of Humboldt common stock.

Q: Will the exchange ratio of one share of Umpgqua common stock for one share of Humboldt common stock adjust under any
circumstances?

A. No.

Q: Have the parties financial advisors reviewed the merger?

A: Yes. Wells Fargo Securities, LLC reviewed the merger and has issued an opinion as to the fairness, from a financial point of view, of the

consideration to be offered by Umpqua to Humboldt shareholders.

Keefe Bruyette & Woods, Inc. reviewed the merger and has issued an opinion as to the fairness, from a financial point of view, of the
exchange ratio to Humboldt shareholders.

Q: What are the tax consequences of the merger?

A: We have structured the merger so that Umpqua and Humboldt and our respective shareholders will not recognize any gain or loss for
federal income tax purposes in the merger, except for taxes payable with respect to cash received by Humboldt shareholders who have
properly exercised dissenter s rights.

Q: What risks should I consider before I vote on the merger?

A. We encourage you to read the detailed information about the merger in this document, including the Risk Factors section beginning on
page .

Q: When do you expect the merger to be completed?

A: We are working to complete the merger as quickly as possible and we anticipate the merger will be completed in the third quarter of

2004. Because the merger is subject to shareholder and regulatory approval and other factors beyond our control, we cannot predict with
accuracy the exact timing for completing the merger.

Q: What regulatory approvals are required to complete the merger?

A. Umpqua and Humboldt must obtain written approvals or waivers from the Board of Governors of the Federal Reserve System, the
Federal Deposit Insurance Corporation, the Oregon Department of Consumer and Business Services acting through the Division of
Finance and Corporate Services, and the California Commissioner of Financial Institutions.

Q: Who will manage the combined company?

A: Umpqua will be the surviving corporation in the merger and the executive officers of Umpqua immediately prior to the merger will be
the executive officers of Umpqua until such time as their successors are duly elected and qualified.

Following the merger, the board of directors of Umpqua will consist of 13 directors, four of whom will be selected from among the
current Humboldt directors. Nine of the current Umpqua directors, including Raymond P. Davis, will continue to serve following the
merger.
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Raymond P. Davis, President and Chief Executive Officer of Umpqua, and Umpqua s other executive officers will continue in their
respective positions with the combined company. Robert M. Daugherty, President and Chief Executive Officer of Humboldt will serve as
President of Umpqua Bank s California

vii
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Region. Patrick J. Rusnak, Executive Vice President and Chief Financial Officer of Humboldt, will serve as Executive Vice President and
Chief Financial Officer of Umpqua Bank s California Region, and certain other senior officers of Humboldt are expected to continue with
the combined company.

Q: How does the merger affect my outstanding options or warrants to purchase Humboldt common stock?

A: At the time the merger becomes effective, Umpqua will assume Humboldt s stock option plans and unexercised Humboldt options will be
automatically converted into options to acquire shares of Umpqua common stock. Holders of warrants to purchase Humboldt common
stock will receive from Humboldt instructions for the exercise of their warrants prior to the completion of the merger. At the time the
merger becomes effective, all unexercised warrants to purchase Humboldt common stock will be cancelled in accordance with the terms
of the warrant agreements.

viii

Table of Contents 16



Edgar Filing: UMPQUA HOLDINGS CORP - Form S-4

Table of Contents

SUMMARY

This brief summary includes information discussed in greater detail elsewhere in this document and does not contain all the information
that may be important to you. You should carefully read this entire document and its appendices and the other documents to which this
document refers you before deciding how to vote your shares. Each item in this summary contains a page reference directing you to a more
complete description of that item. We incorporate by reference important business and financial information about Umpqua and Humboldt into
this document. For a description of this information, see the section Incorporation of Documents by Reference on page . You may obtain the
information incorporated by reference without charge by following the instructions in the section Where You Can Find More Information on the
inside front cover of this document.

The Companies (page )

Umpqua Holdings Corporation
200 SW Market Street, Suite 1900
Portland, OR 97201

(503) 546-2499

Umpqua Holdings Corporation, an Oregon corporation, is a financial holding company and the parent company of Umpqua Bank, an
Oregon state-chartered bank recognized for its entrepreneurial approach, innovative use of technology, and distinctive banking solutions.
Umpqua Bank, headquartered in Roseburg, Oregon, offers business and consumer banking products and services at 64 stores throughout Oregon
and Southwest Washington. Umpqua also owns a retail brokerage subsidiary, Strand, Atkinson, Williams & York, Inc. which has 14 locations
throughout Oregon and Southwest Washington and offers brokerage services within Umpqua Bank stores. Additionally, Umpqua s Private Client
Services Division provides tailored financial services and products to individual customers. Umpqua Holdings Corporation is headquartered in
Portland, Oregon.

Humboldt Bancorp

2998 Douglas Boulevard, Suite 330

Roseville, California 95661

(916) 783-2812

Humboldt is a California corporation registered under the Bank Holding Company Act of 1956. Humboldt s principal operating subsidiary is
Humboldt Bank, which was founded in 1989 and operates as a California state-chartered bank. Humboldt Bank also operates under the names
Capitol Valley Bank, Feather River State Bank and Tehama Bank, which, in combination, offer business and consumer banking services at 27

locations throughout Northern California. Humboldt Bank s subsidiary Humboldt Investment Trust was formed as a real estate investment trust
organized under the laws of the state of Maryland.

The Merger (page )

Upon shareholder approval and the satisfaction or waiver of the conditions to the merger, Humboldt will merge with and into Umpqua,
immediately followed by the merger of Humboldt Bank into Umpqua Bank. Humboldt and Humboldt Bank will cease to exist as separate
entities. The branches of Humboldt Bank will become stores of Umpqua Bank.

The merger agreement is the legal document that governs the merger of Humboldt with and into Umpqua and is attached to this document
as Appendix A. Please read the agreement carefully.

Merger Consideration (page )

If the merger is completed, Humboldt shareholders will be entitled to receive one share of Umpqua common stock for each share of
Humboldt common stock.
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Treatment of Humboldt Stock Awards (page )

At the time the merger becomes effective, Umpqua will assume Humboldt s stock incentive plans and unexercised Humboldt options will be
converted into replacement options to acquire shares of Umpqua common stock and outstanding Humboldt stock bonus awards will be
converted into the right to receive an equal number of shares of Umpqua common stock, subject to the same restrictions as the Humboldt stock
bonus award. The terms and conditions of Humboldt awards will otherwise remain the same.

Market Price Information for Umpqua and Humboldt Common Stock (page )

Umpqua trades on the Nasdaq National Market under the symbol UMPQ . The closing price of Umpqua s common stock on March 12, 2004,
the last trading day before public announcement of the merger was $21.42. The closing price on [ , 2004,] the last practicable
trading date before the date of this document was $

Humboldt trades on the Nasdaq National Market under the symbol HBEK . The closing price of Humboldt s common stock on March 12,
2004, the last trading day before public announcement of the merger was $18.00. The closing price on [ , 2004,] the last practicable
trading date before the date of this document was $

Opinion of Umpqua s Financial Advisor (page )

On March 12, 2004, Umpqua s financial advisor, Wells Fargo Securities, LLC, delivered its opinion to Umpqua s board of directors. The
opinion stated that as of March 12, 2004, and subject to the qualifications in the opinion, the consideration to be offered by Umpqua is fair from
a financial point of view to Umpqua shareholders. A copy of the opinion is attached as Appendix D to this document.

Opinion of Humboldt s Financial Advisor (page )

On March 13, 2004, Humboldt s financial advisor, Keefe, Bruyette & Woods, Inc. delivered its opinion to Humboldt s board of directors.
The opinion stated that as of March 13, 2004, and subject to the qualifications in the opinion, the exchange ratio to be received by Humboldt
shareholders is fair from a financial point of view to Humboldt shareholders. A copy of the opinion is attached as Appendix C to this document.

Approval of the Merger

The merger agreement must be approved by the holders of a majority of the outstanding shares of each of Umpqua and Humboldt common
stock.

Recommendation of Boards of Directors (page )

After careful consideration, the board of directors of each of Umpqua and Humboldt determined that the merger is fair to and in the best
interests of their respective shareholders. Based on the reasons for the merger described in this document, including the respective fairness
opinions, each board recommends that you vote FOR the proposal to approve the merger.

Interests of Directors and Executive Officers (page )

On [ ], 2004, Umpqua s directors and executive officers beneficially owned [ ] Umpqua shares, of which
[ ] are entitled to be voted at the meeting of Umpqua shareholders. Those shares constitute approximately [ 1% of the total
shares outstanding and entitled to vote at the meeting. Each Umpqua director has agreed to vote his or her shares in favor of the merger
agreement.
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[ ] are entitled to be voted at the meeting of Humboldt shareholders. Those shares constitute approximately [
shares outstanding and entitled to be voted.

1% of the total
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Humboldt directors holding [ 1% of the total shares entitled to vote at the meeting have agreed to vote their shares in favor of the merger.

Humboldt executive officers have interests in the merger that are different from, or in addition to, the interests of other shareholders. When
considering the recommendation of Humboldt s board of directors, you should be aware that Robert M. Daugherty, President and Chief
Executive Officer, and Patrick J. Rusnak, Executive Vice President and Chief Financial Officer, have entered into employment agreements with
Umpqua and will be entitled to a cash payment upon completion of the merger. These new Umpqua employment agreements incorporate certain
of the payments and benefits that Mr. Daugherty and Mr. Rusnak would have been entitled to under their employment contracts with Humboldt
in certain circumstances following a change in control. Mr. Daugherty will receive a cash payment of $901,084 and the immediate grant of
options to purchase 27,600 shares of common stock that, together with options on 60,000 shares previously granted, will be fully vested. Patrick
Rusnak will receive a cash payment of $525,000 and the immediate vesting of 2,000 stock bonus award shares.

Several Humboldt officers have existing agreements with Humboldt that provide for severance benefits in the event of a qualifying
termination of employment within one year following the merger. The aggregate amount of cash severance payable under the existing Humboldt
agreements with the eight other Humboldt officers is estimated at $[ ] million if a qualifying termination occurs within one year following
the merger.

Special Meeting of Umpqua Shareholders (page )

A special meeting of Umpqua shareholders will be held on [ , 2004 at ] p.m., local time, at the Umpqua
Bank University and Support Center, 1740 NW Garden Valley Blvd., Roseburg, Oregon. At the meeting, shareholders will be asked to approve
the merger, including the issuance of shares of Umpqua common stock pursuant to the merger.

Special Meeting of Humboldt Shareholders (page )

A special meeting of Humboldt shareholders will be held on [ , 2004 at ] p.m., local time, at Capitol Valley
Bank, 1050 Pleasant Grove Road, Roseville, California. At the meeting, shareholders will be asked to approve the merger.

Humboldt Shareholders May Have Appraisal (Dissenters ) Rights (page )

Under California law, as a Humboldt shareholder you may have the right to dissent from the merger and to have the appraised fair market

value of your shares of Humboldt common stock paid to you in cash. You have the right to seek appraisal and be paid the appraised value of
your shares if:

you deliver to Humboldt, before the vote is taken at the special meeting, a written demand for payment of your shares;

holders of at least 5% of the total number of shares (including you) of Humboldt common stock make the required written demand;
you vote against the merger; and

you comply with California law governing dissenters rights.

If you dissent from the merger and the conditions outlined above are met, your only right will be to receive the appraised value of your
shares in cash, which appraised value may be more or less than the merger consideration.
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Conditions to the Merger (page )

Completion of the merger depends upon a number of conditions being satisfied or, where legally possible, waived, including among others:

approval of the merger agreement by both Umpqua and Humboldt shareholders;
receipt of required regulatory approvals and waivers;
absence of an injunction or regulatory prohibition to completion of the merger;

accuracy of the respective representations and warranties of Umpqua and Humboldt, subject to exceptions that would not have a material
adverse effect on Umpqua or Humboldt;

receipt by each party of an opinion of Umpqua s tax counsel that the merger will qualify as a tax-free reorganization; and

compliance in all material respects by Umpqua and Humboldt with their respective covenants in the merger agreement.

We cannot be certain when, or if, the conditions to the merger will be satisfied or waived, or that the merger will be completed.
No Solicitation (page )

The merger agreement contains provisions that prohibit Humboldt and its directors and officers from taking any action to solicit or
encourage or engage in discussions or negotiations with any person or group with respect to an alternative acquisition proposal. Humboldt may
not provide non-public information to any other person in connection with a possible alternative transaction, except to the extent specifically
authorized by its board of directors in the good faith exercise of its fiduciary duties after consultation with legal counsel. Humboldt must notify
Umpqua of any alternative acquisition proposal.

Termination (page )

Our boards of directors may agree to terminate the merger agreement at any time prior to completing the merger, even after shareholder
approval. Either Umpqua or Humboldt may terminate the merger agreement if the merger has not been completed by October 31, 2004; if both
Humboldt and Umpqua shareholders have not approved the merger agreement by September 30, 2004; or if, the other party has made a material
misrepresentation or materially breached the merger agreement which is not cured within 30 days after notice. Humboldt s board of directors
may also terminate the merger agreement upon advice of legal counsel that the fiduciary duties of the directors so require.

Termination Fee (page )

If the merger agreement is terminated by either party because Humboldt s shareholders have not approved the merger agreement by
September 30, 2004; by Umpqua because of an uncured material misrepresentation or material breach by Humboldt; or by Humboldt pursuant to
fiduciary duties upon advice of legal counsel, then Humboldt will pay Umpqua its reasonable expenses up to $500,000. If Umpqua terminates
the merger agreement because of Humboldt s willful failure to comply with a material covenant, Humboldt will pay Umpqua an additional
$3,500,000.

If the merger agreement is terminated by either party because Umpqua s shareholders have not approved the merger agreement by
September 30, 2004, or by Humboldt because of an uncured material misrepresentation or material breach by Umpqua, then Umpqua will pay
Humboldt its reasonable expenses up to $500,000. If Humboldt terminates the merger agreement because of Umpqua s willful failure to comply
with a material covenant, Umpqua will pay Humboldt an additional $3,500,000, which is Humboldt s sole remedy for termination.

4
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In addition, and subject to exceptions discussed in detail in this document, if Humboldt enters into or recommends to its shareholders any
alternative acquisition transaction prior to December 31, 2005, Humboldt will pay $10,000,000 (less any termination fee already paid) to
Umpqua.

Stock Option Agreement (page )

Umpqua and Humboldt have entered into a stock option agreement, under which Humboldt has granted to Umpqua an irrevocable option to
purchase up to 3,022,666 authorized but unissued shares of Humboldt common stock. Umpqua cannot exercise the option unless the merger is
not completed and specific triggering events occur relating to alternative acquisition transactions involving Humboldt and a third party. The
exercise price is $18.00 per share. Umpqua may not exercise the option if it has elected to receive the $10 million cash termination fee from
Humboldt. The number of shares to which Umpqua is entitled under this stock option may be reduced so that the cash benefit from exercising
the option together with any termination fee paid to Umpqua does not exceed $13,400,000.

The option could have the effect of discouraging a company from trying to acquire Humboldt prior to completion of the merger or
termination of the merger agreement.

Regulatory Matters

To complete the merger, Umpqua and Humboldt must obtain approvals or waivers from the Federal Deposit Insurance Corporation, Oregon
Department of Consumer and Business Services, Board of Governors of the Federal Reserve System and the California Commissioner of
Financial Institutions. Umpqua submitted its application to the FDIC and Oregon DFCS on [ , 2004] and submitted requests for
waiver of prior approval to the Federal Reserve Board and California Commissioner of Financial Institutions.

Material United States Federal Income Tax Consideration (page )

In general, when you exchange your Humboldt common stock for shares of Umpqua common stock, you will not recognize any gain or loss
for United States federal income tax purposes.
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SELECTED FINANCIAL DATA

Umpqua Historical

The following selected consolidated financial data for Umpqua have been derived from, and are qualified by reference to, the audited
consolidated financial statements and notes thereto contained in Umpqua s Annual Reports on Form 10-K for the three years ended
December 31, 2003. See Incorporation of Documents by Reference on page for information on where these documents are available. This
information is only a summary and you should read it with the financial statements and notes thereto referenced to above.

Umpqua expects that it will incur merger and restructuring expenses as a result of the merger. Umpqua and Humboldt anticipate that the
merger will provide the combined company with financial benefits that include reduced operating expenses and enhanced opportunities to earn
more revenue. The historical information presented below does not reflect these financial expenses or benefits and does not attempt to predict or
suggest future results.

Year Ended December 31,

2003 2002 2001 2000 1999

(dollars in thousands except share data)

Operating Results

Interest income $142,132 $100,325 $88,038 $82,068 $68,268

Interest expense 28,860 23,797 32,409 31,362 22,958
Net interest income 113,272 76,528 55,629 50,706 45,310

Provision for loan and lease

losses 4,550 3,888 3,190 1,936 1,862

Noninterest income 39,043 28,343 23,398 17,469 11,551

Noninterest expense 93,187 63,962 54,271 46,220 36,790

Merger expense 2,082 2,752 6,610 1,972

Income before income

taxes 52,496 34,269 14,956 18,047 18,209
Provision for income taxes 18,377 12,301 6,406 6,938 6,433
Net income $ 34,119 $ 21,968 $ 8,550 $11,109 $11,776
I I I I I
Per Share Data
Basic earnings per common
share $ 121 $ 104 $ 046 $ 059 $ 062
Diluted earnings per
common share $ 119 $ 103 $ 045 $ 059 $ 061
Dividends declared per
common share $ 0.16 $ 0.6 $ 0.16 $ 024 $ 023
Ratio of dividends declared
to net income 13.29% 16.09% 29.53% 31.38% 35.38%
Financial Ratios
Return on average equity 11.24% 13.58% 7.22% 10.67% 11.81%
Return on average assets 1.26% 1.36% 0.70% 1.03% 1.23%
Net interest margin 4.85% 5.38% 5.13% 5.30% 5.42%
6
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Balance Sheet Data at Period
End

Loans and leases

Allowance for loan and lease
losses

Allowance as percentage of
loans

Total assets

Total deposits

Total shareholders equity

Year Ended December 31,
2003 2002 2001 2000 1999
(dollars in thousands except share data)
$2,003,587 $1,778,315 $1,016,142 $ 752,010
$ 25352 $ 24,731 $ 13,221 $ 9,838
1.27% 1.39% 1.30% 1.31%
$2,963,815 $2,555,964 $1,428,711 $1,159,150
$2,378,192 $2,103,790 $1,204,893 $ 993,577
$ 318,969 $ 288,159 $ 135,301 $ 111,486
7
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Humboldt Historical

The following selected consolidated financial data for Humboldt have been derived from, and are qualified by reference to, the audited
consolidated financial statements and notes thereto contained in Humboldt s Annual Reports on Form 10-K for the three years ended
December 31, 2003. See Incorporation of Documents by Reference on page 81 for information on where these documents are available. This
information is only a summary and you should read it with the financial statements and notes thereto referenced to above.

Year Ended December 31,

2003 2002 2001 2000 1999

(Dollars in thousands except share data)

Operating Results
Interest income $ 61,347 $ 64,345 $ 66,165 $ 59,069 $38,623
Interest expense 14,088 17,637 28,341 24,508 13,273
Net interest income 47,259 46,708 37,824 34,561 25,350
Provision for loan losses 1,523 3,321 2,903 2,378 2,129
Noninterest income 9,048 9,611 12,785 6,682 2,597
Noninterest expense 40,365 39,826 38,663 29,245 22,403
Merger expense 195 3,531
Income before income taxes 14,224 13,172 5,512 9,620 3,415

Provision for income taxes 3,992 2,838 1,577 3,175 1,161

Net income from continuing

operations 10,232 10,334 3,935 6,445 2,254
Income (loss) from discontinued
operations, net of tax 18,860 1,929 (10,944) 2,575 3,966
Net income (loss) $ 29,092 $ 12,263 $ (7,009) $ 9,020 $ 6,220
| | I I I
Per Share Data
Earnings (loss) per common share
(basic):
Continuing operations $ 0.83 $ 0.83 $ 032 $ 054 $ 020
Discontinued operations $ 1.54 $ 0.15 $ (0.88) $ 021 $ 036
Net income (loss) $ 2.37 $ 0.98 $ (0.56) $ 075 $ 0.6
| | I I I

Earnings (loss) per common share

(diluted):

Continuing operations $ 0.80 $ 0.79 $ 030 $ 051 $ 0.19

Discontinued operations $ 1.48 $ 0.15 $ (084 $ 020 $ 034

Net income (loss) $ 2.28 $ 0.94 $ (054 $ 071 $ 0.53
| | I I I

Cash dividends declared per

common share $ 0.115 $ 0.071 $ $ $

Ratio of cash dividends declared to

net income 4.85% 7.24% 0.00% 0.00% 0.00%

Financial Ratios

Return on average equity 31.66% 17.44% (10.30)% 14.21% 12.83%
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Return on average assets

Net interest margin

Balance Sheet Data at Period End
Loans and leases

Allowance for loan losses
Allowance as percentage of loans
Total assets

Total deposits

Total shareholders equity

2.76%
4.94%
$ 765454
$ 12,206
1.59%
$1,044,561
$ 822,700
$ 96,896

1.25%
5.23%
$ 760,648
$ 11,614
1.53%
$1,032,175
$ 840,427
$ 77,848

0.77)%
4.72%

$664,332
$ 9,765
1.47%
$957,774
$807,086
$ 66,826

1.17% 1.10%
5.13% 5.12%

$583,509

$ 8367
1.43%

$852,289

$712,807

$ 73,048
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Selected Unaudited Pro Forma Financial Data for Umpqua and Humboldt, Combined

The following selected unaudited pro forma financial data have been derived from, and are qualified by reference to, the audited financial

statements and notes thereto contained in Umpqua s and Humboldt s Annual Reports on Form 10-K for the year ended December 31, 2003. See
Incorporation of Documents by Reference on page for information on where these documents are available. The pro forma income

statement information has been prepared assuming the merger occurred at the beginning of the first period presented. The pro forma income
statement items and related per share amounts do not include anticipated revenue enhancements, operating cost savings or the after-tax impact of
merger-related costs expected as a result of the merger. The pro forma balance sheet items give effect to the merger as if it occurred at
December 31, 2003, and include adjustments to reflect the after-tax impact of merger-related costs. The pro forma data also reflect Humboldt s
January 2004 acquisition of California Independent Bancorp. In the opinion of the management of both Umpqua and Humboldt, the information
in the following tables includes all necessary adjustments (which are of a normal and recurring nature) for the fair presentation of the results of
the periods presented. The information is presented for illustrative purposes only and is not necessarily indicative of the financial position or
results of operations that would have been reported had the merger occurred as of such dates, nor is it necessarily indicative of future financial
position or results of operations. See Unaudited Pro Forma Condensed Combined Financial Information beginning on page for further
information and for the assumptions used in preparing the pro forma statements.

Year Ended
December 31,
2003
(Dollars in
thousands
except share
data)
Operating Results
Interest income $221,626
Interest expense 45,229
Net interest income 176,397
Provision for loan and lease losses 5,383
Noninterest income 50,093
Noninterest expense 146,444
Merger expense 2,760
Income before income taxes 71,903
Provision for income taxes 24,167
Net income from continuing operations $ 47,736
I
Per Share Data
Earnings per common share (basic):
Net income from continuing operations $ 1.10
Earnings per common share (diluted):
Net income from continuing operations $ 1.07
Financial Ratios
Return on average equity 10.30%
Return on average assets 1.51%
Net interest margin 4.85%

Table of Contents 27



Edgar Filing: UMPQUA HOLDINGS CORP - Form S-4

Table of Contents

Balance Sheet Data at December 31, 2003

Loans and leases

Allowance for loan and lease losses
Allowance as percentage of loans
Total assets

Total deposits

Total shareholders equity

12/31/2003

$2,977,125

$ 42,069
1.41%

$4,661,468

$3,546,837

$ 666,989
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SELECTED UNAUDITED COMPARATIVE PER SHARE DATA

The table below presents the closing price per share for Umpqua and Humboldt common stock as reported by the Nasdaq National Market
on March 12, 2004, the last full trading day prior to the public announcement of the merger, and as of [ 1, 2004, the most recent
practicable trading date prior to the printing of this document, together with the pro forma equivalent market value of Humboldt shares after
giving effect to the merger.

Closing Sales Price

Humboldt
Umpqua Humboldt Equivalent
Price per share:
March 12, 2004 $21.42 $18.00 $21.42

, 2004

The pro forma equivalent per share data for Humboldt is calculated by multiplying the pro forma combined per share data for Umpqua by
one, the exchange ratio with respect to Humboldt shares converted into Umpqua shares in the merger. This data should be read in conjunction
with the financial statements and other financial and pro forma financial information included elsewhere in this document. The pro forma data
are not necessarily indicative of future operating results or the financial position that will occur upon consummation of the merger.

The following table presents historical earnings, book value and cash dividends per share as of December 31, 2003 and the year then ended,
for Umpqua and Humboldt, together with the pro forma amounts for Umpqua and the pro forma equivalent amounts for Humboldt after giving
effect to the merger on a purchase accounting basis.

Umpqua Per
Humboldt and Equivalent
Umpqua Historical Humboldt Humboldt
Historical 1) 2) Share
Net Income from Continuing Operations Per
Common Share for the Year Ended December 31,
2003:
Basic $ 1.21 $ 0.83 $ 1.10 $ 1.10
Diluted $ 1.19 $ 0.80 $ 1.07 $ 1.07
Cash Dividends Declared:
Year ended December 31, 2003 $ 0.16 $0.115 $ 0.16 $ 0.16
Book Value Per Share At:
December 31, 2003 $11.23 $ 7.95 $15.33 $15.33

(1) Humboldt Historical column does not include pro forma impact of Humboldt s acquisition of California Independent Bancorp

(2) Umpqua and Humboldt column includes the pro forma impact of Humboldt s acquisition of California Independent Bancorp, as set forth in
the pro forma financial information
11
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MARKET PRICE DATA AND DIVIDEND INFORMATION

Umpqua and Humboldt common stock are traded on the Nasdaq National Market System under the respective symbols UMPQ and HBEK .
Umpqua s and Humboldt s common stock are registered under the Securities Exchange Act of 1934, as amended, and eligible to be held in margin

accounts. On , 2004, Umpqua common stock was held of record by approximately shareholders, a number that
does not include beneficial owners who hold shares in street name. On , 2004, Humboldt common stock was held of record by
approximately shareholders, a number that does not include beneficial owners who hold shares in street name.

The following table lists the high and low closing prices and cash dividends declared per share for each of Umpqua s and Humboldt s
common stock, as reported on the Nasdaq National Market System for each quarterly period beginning with January 1, 2002, and as adjusted for
subsequent stock splits and stock dividends declared. Prices do not include retail mark-ups, mark-downs or commissions.

Umpqua Common Stock Humboldt Common Stock

High Low Dividend High Low Dividend
2002
1st quarter $16.25 $11.90 $0.04 $ 8.83 $ 6.54 $
2nd quarter $18.50 $14.05 $0.04 $14.18 $ 8.33 $0.021
3rd quarter $18.68 $14.26 $0.04 $15.75 $11.20 $0.025
4th quarter $18.50 $13.65 $0.04 $12.22 $ 9.23 $0.025
2003
1st quarter $20.50 $16.25 $0.04 $13.09 $10.14 $0.025
2nd quarter $21.12 $17.95 $0.04 $15.00 $12.72 $ 0.03
3rd quarter $19.75 $18.15 $0.04 $15.95 $13.13 $ 0.03
4th quarter $22.21 $18.90 $0.04 $18.50 $15.35 $ 0.03
2004
1st quarter $21.50 $19.31 $0.04 $19.83 $17.00 $ 0.03
Through , 2004

Umpqua Dividend Policy. Umpqua s board of directors reviews financial performance, capital adequacy, regulatory compliance and cash
resources on a quarterly basis, and, if such review is favorable, declares a cash dividend to shareholders. Although Umpqua expects to continue
to pay cash dividends, future dividends are subject to legal limitations and to the discretion of the board.

Umpqua Dividend Reinvestment Plan. Umpqua maintains a dividend reinvestment plan under which shareholders who elect to participate
receive shares of common stock in lieu of cash dividends. Cash dividends otherwise payable to participating shareholders are used to purchase
shares of Umpqua common stock in the open market by a registered broker-dealer acting as agent for plan participants. Expenses incurred in
acquiring shares for the plan, including brokerage commissions, are charged to the participating shareholders on a pro rata basis. Participants
may also be assessed an administrative charge for transactions, including enrolling in or withdrawing from the plan, and withdrawal of shares
from the plan. Participating shareholders receive quarterly statements of their accounts but do not receive certificates for shares acquired under
the plan unless requested. Umpqua Bank serves as the plan administrator.

FORWARD-LOOKING INFORMATION

This document contains and incorporates by reference forward-looking statements about each of Umpqua s and Humboldt s financial
condition, results of operations and business. These statements may include statements regarding business strategies, management plans and
objectives for future operations and projected performance of Umpqua and Humboldt after the merger. You can find many of these statements
by looking for words such as anticipates, expects, believes, estimates, and intends, and words or

12
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phrases of similar meaning. These forward-looking statements involve substantial risks and uncertainties. Some of the factors that may cause
actual results to differ materially from those contemplated by these forward-looking statements include those identified in the following section
entitled Risk Factors. You should also carefully consider the risk factors contained in Umpqua s and Humboldt s filings with the SEC that are
incorporated by reference into this document. Umpqua and Humboldt do not intend to update these forward-looking statements. You should
consider any written or oral forward-looking statements in light of this explanation, and we caution you about relying on forward-looking
statements.
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RISK FACTORS

Completion of the merger represents an investment by Humboldt shareholders in Umpqua s common stock and an investment by Umpqua in
Humboldt s assets and liabilities, each of which will subject the respective investor to various risks. You should carefully consider the following
risk factors, as well as other information contained in this document and in Umpqua s and Humboldt s filings with the SEC, before deciding how
to vote on the merger.

The market value of Umpqua common stock to be received by Humboldt shareholders will fluctuate and will be influenced by the
performance of both Umpqua and Humboldt prior to closing.

Upon completion of the merger, each share of Humboldt common stock will be exchanged for the right to receive one share of Umpqua
common stock. There will be no adjustment to the exchange ratio for changes in the market price of either Umpqua shares or Humboldt shares
and the merger agreement does not include a price-based termination right. Accordingly, the market value of the Umpqua shares that Humboldt
shareholders receive upon completion of the merger will depend on the market value of Umpqua shares at that time and could vary significantly
from the market value on the date of this document or the date of the Humboldt special meeting. An unexpected change in the performance or
prospects of either Umpqua or Humboldt will likely influence the market value of Umpqua s common stock and, indirectly, Humboldt s common
stock whose value is expected to track that of Umpqua s because of the fixed exchange ratio. The market value of Umpqua shares will continue
to fluctuate after the merger is completed.

The combined company may fail to realize all of the anticipated benefits of the merger.

The merger is expected to generate after-tax cost savings and expense reductions of approximately 20% of Humboldt s non-interest expense
when fully phased-in. The expense reductions are intended to be achieved by eliminating duplicative technology, operations, outside services,
redundant staff, facility consolidations and purchasing efficiencies. The combined company may fail to realize some or all or the anticipated cost
savings and other benefits of the transaction.

The integration of the banking operations may not be completed smoothly, which could result in the loss of customers.

At the time of the merger, Humboldt Bank will merge with Umpqua Bank and operate under the Umpqua Bank name. Humboldt Bank s
customers are accustomed to traditional community bank branch facilities and services and they currently operate under four distinct brands:
Humboldt Bank, Capitol Valley Bank, Tehama Bank and Feather River State Bank. Umpqua Bank s facilities operate under a single brand. Some
of Humboldt s customers may not react favorably to this re-branding.

Umpqua Bank has transformed itself from a traditional community bank into a community-oriented financial services retailer. In
implementing this strategy, Umpqua has remodeled many of its banking branches to resemble retail stores that include distinct physical areas or
boutiques such as a serious about service center, an investment opportunity center and a computer café. Over a period of months following the
merger, Umpqua intends to remodel and convert some of Humboldt s branches in a similar fashion. Such a conversion would involve significant
costs, disrupt banking activities during the remodeling period, and would present a new look and feel to the banking services and products being
offered. There is a risk that some of the existing Humboldt Bank customers will not stay with Umpqua Bank during the remodeling period or
after the conversion is completed. There is also a risk that some of Humboldt Bank s existing customers may not react favorably to Umpqua
Bank s retail delivery system. Further, there may be delays in completing the conversion, which could cause confusion and disruption in the
business of those branches.

Umpqua is pursuing an aggressive growth strategy, which may place heavy demands on its management resources.

Umpqua is a dynamic organization that is one of the faster-growing community financial services organizations in the United States.
Umpqua Bank merged with Valley of the Rogue Bank in December 2000
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and, in a series of transactions effective December 2001, acquired IFN Bank/ Security Bank, Pacific State Bank, Family Security Bank, Lincoln
Security Bank, McKenzie State Bank, Oregon State Bank and Linn-Benton Bank. Umpqua then completed the acquisition of Centennial

Bancorp in November 2002. From time to time, Umpqua has also explored other merger and acquisition opportunities and expects to continue to
do so. It is expected that a substantial amount of its management s attention and effort will need to be directed at deriving the benefits and
efficiencies expected from the merger with Humboldt. If Umpqua is unable to successfully execute its aggressive growth strategy, or if factors
beyond the control of Umpqua s management divert attention away from its integration plans, management may become over-taxed and Umpqua
might be unable to realize some or all of the anticipated benefits. Moreover, the combined company will be dependent on the efforts of key
management personnel to achieve the integration of the merger and any other acquisitions Umpqua may undertake. The loss of one or more key
persons could have a material adverse effect upon Umpqua s ability to achieve the anticipated benefits of the merger.

Involvement in non-bank businesses involves risk.

Umpqua has a licensed retail broker-dealer subsidiary, Strand, Atkinson, Williams & York, Inc. Retail brokerage operations present special
risks not generally borne by community banks. For example, the brokerage industry is subject to fluctuations in the stock market that may have a
significant adverse impact on transaction fees, customer activity and investment portfolio gains and losses. A decline in fees and commissions or
losses suffered in the investment portfolio could adversely affect the subsidiary s contribution to Umpqua s income, and might increase the
subsidiary s capital needs. In its continuing expansion, Umpqua may acquire other financial services companies whose successful integration is
not assured and may present additional management challenges and new risks.

UMPQUA SPECIAL MEETING

When and Where the Meeting Will Be Held

The special meeting of Umpqua shareholders will be held on [ ,2004], at  p.m., local time, at the Umpqua Bank University
and Support Center, 1740 NW Garden Valley Blvd., Roseburg, Oregon.

Purpose of the Meeting

The purpose of the Umpqua meeting is to consider and vote on the merger proposal including the issuance of shares of Umpqua common
stock in connection with the merger.

Who May Vote

Umpqua s board of directors has fixed the close of business on , 2004, as the record date for determining the Umpqua
shareholders entitled to receive notice of and to vote at the special meeting. As of that date, there were shares of Umpqua common
stock outstanding held by approximately holders of record.
Voting

You may vote in person at the meeting, but you do not have to attend the meeting to vote your shares. You may vote your shares by proxy if
you wish. Even if you plan to attend the meeting, you should submit a properly executed proxy either by completing, signing, dating and
returning the proxy card or by following the instructions on the proxy card for touch-tone telephone or Internet voting.

If you submit a signed proxy with no instructions, the named proxy holders will vote your shares in favor of the merger. In addition, the
named proxy holders will vote in their discretion on such other matters that may be considered at the special meeting or any adjournments or
postponements thereof. The board of directors has named Allyn C. Ford and Raymond P. Davis as the proxy holders. Their names appear on the
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proxy form accompanying this document. You may name another person to act as your proxy if you wish, but that person would need to attend
the meeting in person or further vote your shares by proxy.

Revoking a Proxy
You may revoke your proxy at any time before the vote is taken at the meeting by:

calling the toll free number on the proxy card and following the directions provided;

going to the web site listed on the proxy card and following the instructions provided;

submitting a properly executed proxy on a later date;

notifying Umpqua s corporate Secretary, Steven L. Philpott, in writing of the revocation of your proxy; or

voting in person at the special meeting, but simply attending the meeting will not, of itself, revoke a proxy.

You may still attend the meeting even if you have submitted a proxy. Written notices of revocation and other communications regarding
solicitation or revocation of proxies should be addressed to:

Umpqua Holdings Corporation

Legal Department
675 Oak Street, Suite 200
Portland, OR 97401
Attn: Steven L. Philpott, Secretary

If your shares are held in street name, you should follow your broker s instructions regarding revocation.

Participants in the Umpqua Bank 401(k) and Profit Sharing Plan

If you are a participant in the Umpqua 401(k) Plan you will receive with this document separate voting instruction cards for shares of
Umpqua common stock allocated to your account as a participant or beneficiary under the Umpqua 401(k) Plan. These voting instruction cards
will appoint the trustee of the Umpqua 401(k) Plan to vote shares in accordance with the instructions noted on the card. Please follow the
instructions that accompany the card.

How We Determine a Quorum

We must have a quorum to conduct any business at the meeting. Shareholders holding at least a majority of the outstanding shares of
common stock as of the record date must attend the meeting in person or by proxy to have a quorum. If you come to the meeting or submit a
proxy but you abstain from voting on a given matter, we will still count your shares as present for determining a quorum.

How We Count Votes

Each share is entitled to one vote. The named proxies will vote your shares as you instruct on your proxy. We will not count abstentions or
broker non-votes for or against the merger, and they will have the effect of a vote against the proposal.

A broker non-vote occurs when a broker or other nominee holder, such as a bank, submits a proxy representing shares that another person
actually owns, and that person has not given voting instructions to the broker or other nominee. A broker may only vote those shares if the
beneficial owner gives the broker voting instructions. We will count broker non-votes as present for establishing a quorum.
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Vote Required to Approve the Merger

The affirmative vote of the holders of a majority of all shares of Umpqua common stock outstanding on the record date is required to
approve the merger. An abstention or a broker non-vote will therefore have the effect of a vote against the merger agreement. Umpqua s board of
directors urges you to submit your proxy by mail, touch-tone telephone or the Internet. If you sign, date and mail your proxy card without
indicating how you want to vote, your proxy will be counted as a vote in favor of the merger proposal.

Shares Owned by Directors and Executive Officers

On , 2004, Umpqua s directors owned shares entitled to vote at the meeting, constituting approximately
% of the total shares outstanding and entitled to vote at the meeting. Each Umpqua director has agreed to vote his or her shares in favor of the
merger.

The following table sets forth information regarding the beneficial ownership of Umpqua common stock, as of , 2004, by each
Umpqua director, certain executive officers, the Umpqua directors and executive officers as a group and shareholders who own 5% or more of
Umpqua s common stock.

Number of
Shares Number of Percentage
Beneficially Options of

Name and Position Owned(1) Held Class
Lynn K. Herbert, Director 566,539(3) 1.99%
Raymond P. Davis, Director, President/ Chief Executive
Officer 298,798(2, 4) 244,329 1.05%
Allyn C. Ford, Chairman 157,067(5) o
James D. Coleman, Director 114,734(4) *
Dan Giustina, Director 110,285(2) 12,900 &
Daniel A. Sullivan, EVP/ Chief Financial Officer 99,259(2) 86,100 *
Brad Copeland, EVP/ Chief Credit Administrator 43,816(2, 4) 32,880 &
William Lansing, Director 29,900(4) *
Steven Philpott, EVP/General Counsel 25,098 14,398 o
David Frohnmayer, Director 11,565(4) *
David Edson, EVP/ President Commercial Banking 10,260(2) 5,000 &
Katherine Keene, Director 8,639(2) 6,820 *
Scott Chambers, Director 8,421 *
Barbara Baker, SVP/ Human Resources Director 6,028(2) 3,000 *
Diana Goldschmidt, Director 2,646 o
Gary DeStefano, Director 944 *
All directors and named executive officers as a group
(15 persons) 1,468,901(1 - 5) 391,029 5.16%
Capital Group International, Inc. 1,490,400(6) 5.24%

333 South Hope Street, Los Angeles, CA 90071

* Less than 1.0%

(1)  Shares held directly with sole voting and investment power, unless otherwise indicated. Shares held in the Umpqua Dividend
Reinvestment Plan have been rounded down to the nearest whole share.

(2) Includes options exercisable within 60 days of , 2004. The number of options included in this column are also set forth in the
column entitled Number of Options Held.
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(5) Includes 128,696 shares held as Agent for Ford Family Investment Pool.

(6) Information taken from Schedule 13G filed February 13, 2004 with respect to holdings as of December 31, 2003. The reporting person has
disclaimed beneficial ownership pursuant to Rule 13d-4 under the Securities Exchange Act of 1934, as amended.
Proxy Solicitation

The accompanying Umpqua proxy is being solicited by the board of directors of Umpqua. Umpqua will bear the cost of soliciting proxies
from its shareholders. In addition to using the mail, proxies may be solicited by personal interview, telephone, and electronic communication.
Banks, brokerage houses, other institutions, nominees, and fiduciaries will be requested to forward their proxy soliciting material to their
principals and obtain authorization for the execution of proxies. Officers and other employees or agents of Umpqua and its bank subsidiary,
Umpqua Bank, acting on Umpqua s behalf, may solicit proxies personally. Umpqua may pay compensation for soliciting proxies, and will, upon
request, pay the standard charges and expenses of banks, brokerage houses, other institutions, nominees, and fiduciaries for forwarding proxy
materials to and obtaining proxies from their principals. However, no such payment will be made to either of Umpqua s subsidiaries acting
through their nominees or acting as a fiduciary.

HUMBOLDT SPECIAL MEETING

When and Where the Meeting Will Be Held

The special meeting of Humboldt shareholders will be held on , 2004, at p-m., local time, at Capitol Valley Bank, 1050
Pleasant Grove Road, Roseville, California.

Purpose of the Meeting

At the meeting, Humboldt shareholders will consider and vote on a proposal to approve the principal terms of the merger of Humboldt with
and into Umpqua.

Who May Vote

Humboldt s board of directors has fixed the close of business , 2004 as the record date for determining the Humboldt
shareholders entitled to receive notice of and vote at the special meeting. As of that date, there were shares outstanding held by
approximately holders of record.
Voting

You may vote in person at the meeting, but you do not have to attend the meeting to vote your shares. You may vote your shares by proxy if
you wish. Even if you plan to attend the meeting, you should submit a properly executed proxy either by completing, signing, dating and
returning the proxy card or by following the instructions on the proxy card for touch-tone telephone or Internet voting.

If you submit a signed proxy with no instructions, the named proxy holders will vote your shares in favor of the merger. In addition, the
named proxy holders will vote in their discretion on such other matters that may be considered at the special meeting or any adjournments or
postponements thereof. The board of directors has named Patrick J. Rusnak and R. Blair Reynolds as the proxy holders. Their names appear on
the proxy form accompanying this document. You may name another person to act as your proxy if you wish, but that person would need to
attend the meeting in person or further vote your shares by proxy.
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Revoking a Proxy

You may revoke your proxy at any time before the vote is taken at the meeting by:

calling the toll free number on the proxy card and following the directions provided;

going to the web site listed on the proxy card and following the instructions provided;

submitting a properly executed proxy on a later date;

notifying Humboldt s corporate Secretary, Patrick J. Rusnak, in writing of the revocation of your proxy; or

voting in person at the special meeting, but simply attending the meeting will not, of itself, revoke a proxy.

You may still attend the meeting even if you have submitted a proxy. Written notices of revocation and other communications regarding
solicitation or revocation of proxies should be addressed to:

Humboldt Bancorp

2998 Douglas Blvd., Suite 330
Roseville, CA 95661
Attn: Patrick J. Rusnak, Secretary

If your shares are held in street name, you should follow your broker s instructions regarding revocation.

Shares in the Humboldt Bancorp Retirement Savings Plan

In accordance with the terms of the Humboldt Bancorp Retirement Savings Plan, shares of Humboldt common stock held in the Humboldt
Bancorp Savings Plan will be voted by the plan s trustee, as directed by the plan s Administrative Committee.

California Independent Bancorp Employee Stock Ownership Plan Account Holders

If you have shares of Humboldt common stock allocated to your account under the California Independent Bancorp Employee Stock
Ownership Plan, or CIB ESOP, you will receive with this document a separate voting instruction card for those shares. In accordance with the
terms of the CIB ESOP, the trustee, The Mechanics Bank, will vote the shares held in the CIB ESOP trust. The trustee will vote the shares
allocated to your account in accordance with your directions on the voting instruction card. As indicated in the instructions that will accompany
the voting instruction card, individuals with accounts under the CIB ESOP should return their cards to:

The Mechanics Bank
3170 Hilltop Mall Road
Richmond, CA 94806-0047

In order to permit sufficient time to tabulate voting instruction cards, an account holder s instructions must be received no later than [

,] 2004. Any voting instructions given by an account holder may be revoked at any time prior to the deadline described above by
doing either of the following:

delivering a written notice to the trustee bearing a date later than the date of the first voting instruction card; or

signing and delivering to the trustee a voting instruction card relating to the same shares and bearing a later date than the date of the
previous voting instruction card.
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California Independent Bancorp 401(k) Plan Account Holders

If you have shares of Humboldt common stock allocated to your account under the California Independent Bancorp 401(k) Plan, or CIB
401(k), you will receive with this document a separate voting instruction card for those shares. In accordance with the terms of the CIB 401(k),
the trustee, [ ], will vote the shares held in the CIB 401(k) trust. The trustee will vote the shares allocated to your account in
accordance with your directions on the voting instruction card. As indicated in the instructions that will accompany the voting instruction card,
CIB 401(k) account holders should return their cards to:

In order to permit sufficient time to tabulate voting instruction cards, an account holder s instructions must be received no later than [
,] 2004. Any voting instructions given by an account holder may be revoked at any time prior to the deadline described above by
doing either of the following:

delivering a written notice to the trustee bearing a date later than the date of the first voting instruction card; or

signing and delivering a voting instruction card to the trustee relating to the same shares and bearing a later date than the date of the
previous voting instruction card.
In either case, delivery must occur no later than [ ,] 2004. In accordance with the terms of the CIB 401(k), shares of Humboldt
common stock in CIB 401 (k) accounts for which voting instructions have not been received or properly completed will be voted by the trustee in
the same proportion as those shares of Humboldt common stock for which properly completed voting instructions have been received.

How We Determine a Quorum

We must have a quorum to conduct any business at the Humboldt shareholder meeting. Shareholders holding at least a majority of the
outstanding shares of Humboldt s common stock must attend the meeting in person or by proxy to have a quorum. If you come to the meeting or
submit a proxy, but you abstain from voting on a given matter, we will still count your shares as present for determining a quorum.

How We Count Votes

Each share is entitled to one vote. The named proxies will vote your shares as you instruct on your proxy. We will not count abstentions or
broker non-votes for or against the merger, and they will have the effect of a vote against the proposal.

A broker non-vote occurs when a broker or other nominee holder, such as a bank, submits a proxy representing shares that another person
actually owns, and that person has not given voting instructions to the broker or other nominee. A broker may only vote those shares if the
beneficial owner gives the broker voting instructions. We will count broker non-votes as present for establishing a quorum.

Vote Required to Approve the Merger

The affirmative vote of the holders of a majority of all shares of Humboldt common stock outstanding on the record date is required to
approve the merger agreement. An abstention or a broker non-vote will therefore have the effect of a vote against the merger agreement.
Humboldt s board of directors urges you to submit your proxy by mail, touch-tone telephone or the internet. If you sign, date and mail your
proxy card without indicating how you want to vote, your proxy will be counted as a vote in favor of the merger proposal.

Shares Owned by Directors and Executive Officers

On [ 1, 2004, Humboldt directors owned [ ] shares entitled to vote at the special meeting, constituting
approximately % of the total shares outstanding and entitled to vote at the meeting. Humboldt directors owning shares, or
%, entitled to vote at the meeting, have agreed to vote their shares in favor of the merger.
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The following table sets forth information regarding the beneficial ownership of Humboldt common stock, as of [
each Humboldt director, certain executive officers, and all Humboldt directors and executive officers as a group. As of [
Humboldt was not aware of any shareholder who owns 5% or more of its common stock.

Amount and Nature of

1, 2004, by:
1, 2004,

Beneficial Ownership of Number of
Name of Beneficial Owner Humboldt Common Stock(1) Options Held Percentage of Class
Directors
Ronald F. Angell 147,064 45,373 1.0%
Robert M. Daugherty 240,000 180,000 1.6%
Harold M. Eastridge 234,059 55,224 1.5%
Gary C. Katz 119,142 4,681 i
John W. Koeberer 81,615 14,888 *
Donald H. Livingstone 38,472 32,050 i
Theodore S. Mason 179,801 131,177 1.2%
Diane D. Miller 0 0
Steven R. Mills 5,700 2,000 *
Alfred G. Montna 38,357 28,186 .
Kelvin H. Moss 51,022 16,599(2) *
Gary L. Napier 90,699 7,259 i
Tom Weborg 22,325 10,227 *
John R. Winzler 195,213 56,374 1.3%
Executive Officers
Patrick J. Rusnak 33,718 27,281(3) o
Mark P. Wardlow 19,999 19,999 *
Mark A. Francis 32,533 12,888 *
Ronald B. Pigeon 0 0
All Directors and Executive Officers 1,529,719 644,206 10.0%
* Less than 1%

(1) Includes options exercisable within 60 days of [ ], 2004. The number of options included in this column are also set forth in

the column entitled Number of Options Held .
(2) Includes 9,319 warrants exercisable within 60 days.

(3) Includes 4,001 restricted shares that vest within 60 days.
Proxy Solicitation

The accompanying Humboldt proxy is being solicited by the board of directors of Humboldt. Humboldt will bear the cost of soliciting

proxies from its shareholders. In addition to using the mail, proxies may be solicited by personal interview, telephone, and electronic
communication. Banks, brokerage houses, other institutions, nominees, and fiduciaries will be requested to forward proxy soliciting materials to
their principals and obtain authorization for the execution of proxies. Officers and other employees or agents of Humboldt and Humboldt Bank,
acting on Humboldt s behalf, may solicit proxies personally. Humboldt may pay compensation for soliciting proxies, and will, upon request, pay

the standard charges and expenses of banks, brokerage houses, other institutions, nominees, and fiduciaries for forwarding proxy materials to

and obtaining proxies from their principals. However, no such payment will be made to any of the officers, directors or employees of Humboldt

or Humboldt Bank.
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THE MERGER

The following description of the merger is not complete and is qualified in its entirety by reference to the merger agreement attached as
Appendix A and the plan of merger attached as Appendix B. We urge you to carefully read the merger agreement and the plan of merger.

General

Umpqua, Umpqua Bank, Humboldt and Humboldt Bank have entered into an Agreement and Plan of Reorganization, dated March 13,
2004. The Agreement and Plan of Reorganization is generally referred to as the merger agreement in this document. For the purposes of the
Oregon Business Corporation Act, the merger of Umpqua and Humboldt will be effected pursuant to a plan of merger.

Subject to the terms and conditions of the merger agreement, and in accordance with Oregon law, when the merger becomes effective,
Humboldt will merge into Umpqua. Umpqua will be the surviving corporation, and the separate corporate existence of Humboldt will cease
upon completion of the merger. Immediately after the merger of Humboldt into Umpqua, Humboldt Bank will merge into Umpqua Bank, with
Umpqua Bank surviving the merger.

In connection with the merger of Humboldt into Umpqua, Humboldt shareholders will receive one share of Umpqua common stock in
exchange for each share of Humboldt common stock held. Umpqua s articles of incorporation and bylaws will be the articles of incorporation and
bylaws of the combined company. See Comparison of Rights of Shareholders.

After completion of the merger, Humboldt shareholders who receive Umpqua common stock in exchange for their Humboldt common stock
will own approximately 34.8% of the combined company, and continuing Umpqua shareholders will own 65.2%.

Background of the Merger

In May and June 2001, Theodore S. Mason, Humboldt s chief executive officer, and Patrick J. Rusnak, Humboldt s chief financial officer,
had conversations with Raymond P. Davis, Umpqua s chief executive officer, about a possible merger between the two companies. In July 2001,
the Humboldt board of directors appointed a special merger committee and engaged a consultant to consider the prospect of a merger and in
August retained Keefe, Bruyette & Woods, Inc., or KBW, as a financial advisor to Humboldt.

From August through November 2001, senior executives of the two companies, along with their respective advisors, continued discussions
regarding a possible merger. In early December 2001, Umpqua conducted due diligence on Humboldt.

In late January 2002, the parties and their financial advisors met to discuss the principal terms and structure of a potential merger. On
February 5, 2002, Mr. Davis advised Mr. Mason that Umpqua would not be moving forward with the merger.

In April 2002, Robert M. Daugherty was appointed as president and chief executive officer of Humboldt, replacing Mr. Mason, who retired.
Prior to his retirement, Mr. Mason had initiated a strategic review of Humboldt s operations and business. The review, which was completed in
June 2002, resulted in a recommendation that Humboldt return its focus to community banking and exit its sole remaining non-traditional
business line, merchant bankcard processing. On March 13, 2003, Humboldt sold its merchant bankcard processing operation.

In August and September 2003, Mr. Davis contacted Mr. Daugherty and engaged in limited discussions regarding the possibility of a
combining the companies.

Following the closing of Humboldt s acquisition of California Independent Bancorp, Mr. Davis contacted Mr. Daugherty on January 7, 2004
regarding a possible merger between Humboldt and Umpqua. On January 21, 2004, the board of directors of Umpqua authorized management to
proceed with general discussions and due diligence to determine if an acceptable business combination could be reached.
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On January 26, 2004, at a meeting of the Humboldt board of directors, Mr. Daugherty and Mr. Rusnak advised the Humboldt board of
directors of Umpqua s interest in a possible merger between the companies. The Humboldt board of directors authorized management to proceed
with further discussions, subject to receipt of a written letter of intent from Umpqua.

In early February, representatives of Humboldt, KBW and Umpqua held discussions about a possible merger between the companies. On
February 10, 2004, the parties executed a confidentiality agreement and the one to one exchange ratio was proposed by Humboldt as a price that
might meet its value expectations.

On February 18, 2004, the board of directors of Umpqua gave management authority to present a non-binding letter of intent that embodied
the proposed exchange ratio and the other principal terms of the merger.

On February 22, 2004, the Humboldt board of directors held a meeting at which Mr. Davis and Daniel A. Sullivan, Umpqua s chief financial
officer, and representatives of Humboldt s financial advisor and legal counsel were also present. The Humboldt board of directors authorized
Mr. Daugherty and Mr. Rusnak to execute a letter of intent, proceed with due diligence and the negotiation of definitive documentation with
respect to the proposed merger. On February 26, 2004, Umpqua retained Wells Fargo Securities, LLC, to advise its board of directors regarding
the proposed merger.

In late February and early March, members of senior management from Humboldt and Umpqua held discussions and negotiated terms of
the transaction and Umpqua s legal counsel commenced drafting definitive documentation with respect to the proposed merger. In late February
and early March 2004, each of Humboldt and Umpqua completed their due diligence investigations of each other.

At a special meeting on March 12, 2004, the Umpqua board of directors considered the then-current draft of the proposed merger
agreement. Management summarized the results of their due diligence investigation and the projected financial results of the proposed merger.
The directors received and considered a detailed analysis and fairness opinion from Wells Fargo Securities, LLC, and were briefed by counsel as
to the proposed terms and conditions of the merger. The board asked questions of, and received answers from, Umpqua s financial and legal
advisors and considered the factors they deemed relevant to the proposal before voting unanimously to approve the transaction and forward the
merger to Umpqua shareholders with a recommendation that the shareholders approve the merger agreement.

On March 13, 2004, the board of directors of Humboldt met to consider and vote upon the proposed merger with Umpqua. At that meeting,
Mr. Daugherty and Mr. Rusnak reviewed their discussions and negotiations with Umpqua and they and other members of management reported
on the results of their due diligence investigations. KBW also made a presentation concerning the proposed transaction and the fairness, from a
financial point of view, to holders of Humboldt common stock of the exchange ratio provided for in the merger agreement. Also at the meeting,
Humboldt s legal counsel reviewed with the board of directors the terms of the merger agreement and related agreements and advised the
members of the Humboldt board of directors of the legal standards applicable to their consideration of these arrangements. After discussion and
consideration of the factors discussed under Humbolt s Reasons for the Merger and Recommendation of the Humboldt Board of Directors, the
board of directors, by a vote of 13-2, approved the execution and delivery of the merger agreement and the stock option agreement and the
taking of other necessary actions to consummate the merger and related transactions.

The merger agreement and the stock option agreement were entered into on Saturday, March 13, 2004, and the parties issued a joint press
release on the morning of Monday, March 15, 2004, announcing the proposed merger.

Umpqua s Reasons for the Merger and Recommendation of Umpqua s Board of Directors

In the course of reaching its decision to approve the merger agreement and to recommend that Umpqua shareholders approve the merger
agreement, Umpqua s board of directors considered and reviewed with senior management and outside financial and legal advisors a significant
amount of information and factors relevant to the merger, including its strategic plan. Umpqua s board of directors determined that the merger
would best advance Umpqua s strategic plan and that the proposed merger is in the best interests of Umpqua and its
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shareholders. Umpqua s board of directors considered the following potentially positive factors in its deliberations:

The opinion of Wells Fargo Securities, LLC, which is attached as Appendix D, that as of March 12, 2004, the consideration to be paid to
Humboldt shareholders in the merger was fair, from a financial point of view, to the holders of Umpqua common stock. The board
considered the factors discussed in Wells Fargo Securities analysis but did not assign or consider any specific weighting to those factors.

The effectiveness of the merger in implementing Umpqua s growth strategy. The board reviewed the markets served by Humboldt and
recognized in the merger the ability for Umpqua to expand into California, where it does not have any stores.

A presentation by management of management s due diligence review of Humboldt, including the business, operations, earnings, asset
quality, financial condition and corporate culture of Humboldt on a historical, prospective and pro forma basis. These reviews generally
found Humboldt to be financially sound, well capitalized and well managed.

The compatibility of corporate goals and the respective contributions the parties would bring to a combined institution. The board noted
the similar community banking philosophies of the management and employees of both institutions.

The complementary customer bases, products and services of Umpqua and Humboldt could result in opportunities to obtain synergies as
products are cross-marketed and distributed over broader customer bases and best practices are compared and applied across the combined
company.

The compatibility of each company s data processing systems that should significantly reduce the integration costs and risk of customer
errors in account conversions.

Umpqua Bank and Humboldt Bank operate in different geographic markets with no overlap of stores, which the Umpqua board believed to
present a desirable strategic opportunity for expansion of its existing presence and market share. In particular, Umpqua s board considered
that the resulting institution s branch network and franchise would extend into the Sacramento area, which is a growing market.

The enhanced opportunities for acquisition and growth that the merger makes possible as a result of the greater capitalization of the
combined company and the anticipated enhanced liquidity in the market for its stock.

The expanded opportunities for revenue enhancement and synergies that are expected to result from the merger. The board assessed
possible synergies and recognized that the combined organization could reduce aggregate expenses that Umpqua and Humboldt incur in
areas such as salaries and benefits, occupancy expense, professional and outside service fees, and communications expense.

The proposed board and management arrangements which would position the combined company with strong leadership and experienced
operating management.

The execution of employment agreements by Robert M. Daugherty, President and Chief Executive Officer of Humboldt, and Patrick J.
Rusnak, Executive Vice President and Chief Financial Officer of Humboldt, to serve as officers of Umpqua Bank s California region once
the merger is completed. The board considered the commitments of Messrs. Daugherty and Rusnak as indications that the integration
process and Umpqua s move into new markets would be successful and their presence would help assure continuity of leadership and
management in the operation of the combined company.

The terms of the merger agreement, the stock option agreement and employment agreements executed in connection with the merger. The
board viewed the stock option agreement and the commitment of 13 of 15 Humboldt directors to support the merger as indications that the
merger would likely be consummated.
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The tax effects of the merger. The board considered that the merger would qualify as a tax-free corporate reorganization and therefore be
entitled to favorable tax treatment for the parties to the merger.

The Umpqua board of directors did not assign any specific or relative weight to the information it reviewed in the course of its
consideration. Umpqua currently expects that the merger will result in pre-tax cost savings and revenue enhancements amounting to 20% of
Humboldt s non-interest expense. Umpqua s board of directors unanimously recommends that Umpqua shareholders vote  FOR adoption of the
merger agreement.

Humboldt s Reasons for the Merger and Recommendation of Humboldt s Board of Directors

Humboldt s board of directors considered many factors in reaching its determination that the merger is in the best interests of Humboldt and
its shareholders. The board consulted with management and financial and legal advisors. In reaching its conclusion to approve the merger
agreement, the Humboldt board considered the following factors:

The opinion of Keefe, Bruyette & Woods, Inc., which is attached as Appendix C, that the exchange ratio, as set forth in the merger
agreement, was fair, from a financial point of view, to Humboldt shareholders.

The terms of the merger, including the exchange ratio, the stock option agreement and various other documents related to the merger.

The due diligence review of Umpqua s business, operations, financial condition, asset quality and corporate culture. These reviews
generally found Umpqua to be well operated, well capitalized and financially sound, and the board believed these characteristics would
support continued enhancement of shareholder value.

The potential performance of the combined company on a prospective and pro forma basis, as well as the prospective performance of
Humboldt if it were to continue as an independent entity. The board assessed these factors and determined that shareholders could realize
significant value from the merger and that the combined company would be likely to create greater value than a continuation of Humboldt s
independence.

Humboldt and Umpqua operate in different geographic markets with no overlap in operations, which the Humboldt board believed to
present a desirable strategic opportunity for expansion.

The trend toward consolidation in the financial services industry and the likely effect on Humboldt in light of, and in the absence of, the
proposed transaction.

The board s belief that Umpqua is committed to the communities of Northern California, as evidenced by Umpqua s publicly announced
strategic growth plans.

Umpqua s success in developing strong brand awareness and its innovative retail store concept.

Consistent customer service focus and expanded product choices and services at more locations, including the ability of the combined bank
to make larger loans because of its increased capital and the shared devotion to building relationships based on personal service and
meeting individual client s unique needs at all levels.

The cost savings and resulting efficiencies, and the potential for revenue enhancements. The combined organization would eliminate the
costs of maintaining separate corporate offices, data processing functions and other holding company and bank expenses that would likely
result in improved financial performance.

The fact that, based on the closing price of Umpqua s common stock on March 12, 2004, the value of the per share merger consideration to
be received by Humboldt shareholders represents a premium of 19% over the closing price of Humboldt common stock on March 12,
2004, and a premium of 21.1%
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over the average closing price of Humboldt common stock for the thirty trading days prior to the approval of the transaction by the
Humboldt board.

The greater number of shareholders and the increased market capitalization of the combined company, which may result in increased
interest in Umpqua stock from institutional investors and market professionals which, in turn, may result in improved liquidity for
shareholders.

The Humboldt board did not assign relative weights to the above factors or determine that any factor was of special importance. Rather, the
board viewed its position and recommendation as being based on the totality of the information presented to and considered by it. In addition, it
is possible that different members of the board assigned different weights to the various factors described above. However, the exchange ratio
and increased value available to Humboldt shareholders was of significant importance to the board in approving the merger.

The Humboldt board determined that the merger, the merger agreement and the transactions contemplated by the merger agreement are in
the best interests of Humboldt and its shareholders. The Humboldt board recommends that Humboldt shareholders vote  FOR adoption of the
merger agreement.

Opinion of Umpqua s Financial Advisor

Umpqua retained Wells Fargo Securities, LLC, pursuant to a letter dated February 26, 2004, to provide financial advisory services and a
fairness opinion regarding the proposed transaction with Humboldt.

At the request of the Umpqua board, representatives of Wells Fargo Securities attended the March 12, 2004 meeting at which the board
considered and approved the merger. At that meeting, Wells Fargo Securities delivered its oral opinion to the Umpqua Board, confirmed by a
written opinion dated as of March 12, 2004, that, as of that date the consideration to be paid to Humboldt shareholders was fair from a financial
point of view to Umpqua shareholders. Wells Fargo Securities reconfirmed its opinion in writing as of , 2004.

The full text of Wells Fargo Securities opinion, which sets forth the assumptions made, procedures followed, matters considered and
limitations on the review undertaken, is attached as Appendix D to this joint proxy statement-prospectus with the firm s consent and is
incorporated herein by reference. Wells Fargo Securities opinion is directed only to the fairness to the Umpqua shareholders of the consideration
to be paid to Humboldt shareholders, including the exchange ratio, from a financial point of view and does not constitute a recommendation to
any Umpqua shareholder as to how to vote on the merger. This description of Wells Fargo Securities opinion is qualified in its entirety by
reference to Appendix D. Umpqua shareholders are urged to read Wells Fargo Securities opinion.

About Wells Fargo Securities

Wells Fargo Securities, as part of its investment banking business, is regularly engaged in the valuation of businesses and their securities in
connection with mergers and acquisitions, negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted
securities, private placements and valuations for estate, corporate and other purposes. Wells Fargo Securities provides a full range of financial
advisory and securities services and, in the course of its normal trading activities, may from time to time effect transactions and hold securities,
including derivative securities, of Umpqua or Humboldt for its own account and for the accounts of customers.
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Scope of Review

In connection with providing its opinion, Wells Fargo Securities:

reviewed, among other things:
the merger agreement;

annual reports to the shareholders and annual reports on Form 10-K of Umpqua, Humboldt and California Independent Bancorp for the
years 2001 and 2002, and the 2003 draft Form 10-K, dated March 2, 2004, of Humboldt;

quarterly reports on Form 10-Q of Umpqua, Humboldt and California Independent Bancorp for the years 2001-2003;

the Form S-4, filed with the SEC on October 20, 2003, in connection with the merger between Humboldt and California Independent
Bancorp;

other communications from Umpqua and Humboldt to their respective shareholders;

held discussions with members of senior management of Umpqua and Humboldt regarding:
the current operations, financial condition and expected future financial performance of the respective companies;
the strategic rationale of the proposed merger;

internal financial analyses and forecasts of Umpqua and Humboldt prepared by their respective managements, including forecasts of
cost savings, or synergies, expected to be achieved as a result of the merger;

reviewed the reported price and trading activity for the Umpqua common stock and the Humboldt common stock, compared financial and
stock market information for Umpqua and Humboldt with similar information for other companies, the securities of which are publicly
traded, that it deemed relevant;

reviewed the financial terms of the proposed merger and compared them with those of other certain business combinations in the
commercial banking industry that it deemed relevant; and

performed other analysis that it deemed relevant.
Assumptions

Wells Fargo Securities assumed and relied upon the accuracy and completeness of all the financial and other information that it reviewed in
rendering its opinion. In that regard, Wells Fargo Securities assumed, with the Umpqua board s consent, that the financial forecasts (including,
without limitation, the expected synergies and projected restructuring charges) had been reasonably prepared on a basis reflecting the best
currently available judgments and estimates of Umpqua and Humboldt, and that such forecasts will be realized in the amounts and at the times
contemplated thereby. Wells Fargo Securities is not an expert in the evaluation of loan portfolios for purposes of assessing the adequacy of the
allowances for losses with respect thereto and assumed, with the Umpqua board s consent, that such allowances for each of Umpqua and
Humboldt are in the aggregate, adequate to cover all such losses. In addition, Wells Fargo Securities did not review individual credit files, nor
did it make an independent evaluation or appraisal of the assets and liabilities of Umpqua or Humboldt or any of their subsidiaries, and it had not
been furnished with any such evaluation or appraisal.

With Umpqua s consent, Wells Fargo Securities assumed that the respective allowances for loan losses for both Umpqua and Humboldt were
adequate on a pro forma basis for the combined company. In addition, Wells Fargo Securities did not conduct any physical inspection of the
properties or facilities of Umpqua or Humboldt. Wells Fargo Securities is not an accounting firm and they relied, with Umpqua s consent, on the
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reports of the independent accountants of Umpqua and Humboldt for the accuracy and completeness of the audited financial statements
furnished to them.

Wells Fargo Securities opinion was necessarily based upon market, economic and other conditions as they existed on, and could be
evaluated as of, the date of its opinion. Wells Fargo Securities assumed, in all respects material to its analysis, that all of the representations and
warranties contained in the merger agreement and all related agreements are true and correct, that each party to such agreements will perform all
of the covenants required to be performed by such party under such agreements, and that the conditions precedent to the merger agreement are
not waived. Wells Fargo Securities also assumed that there has been no material change in Umpqua s and Humboldt s assets, financial condition,
results of operations, business of prospectus since the date of the last financial statements made available to them, that Umpqua and Humboldt
will remain as going concerns for all periods relevant to its analyses, and that the merger will be accounted for as a purchase transaction and will
qualify as a tax-free reorganization for federal income tax purposes.

In rendering its March 12, 2004 opinion, Wells Fargo Securities performed a variety of financial analyses. The following is a summary of
the material analyses performed by Wells Fargo Securities, but is not a complete description of all the analyses underlying Wells Fargo
Securities opinion. The summary includes information presented in tabular format. In order to fully understand the financial analyses, these
tables must be read together with the accompanying text. The tables alone do not constitute a complete description of the financial analyses. The
preparation of a fairness opinion is a complex process involving subjective judgments as to the most appropriate and relevant methods of
financial analyses and the application of those methods to the particular circumstances. The process, therefore, is not necessarily susceptible to a
partial analysis or summary description. Wells Fargo Securities believes that its analyses must be considered as a whole and that selecting
portions of the factors and analyses considered without considering all factors and analyses, or attempting to ascribe relative weights to some or
all such factors and analyses, could create an incomplete view of the evaluation process underlying its opinion.

The earnings projections used and relied upon by Wells Fargo Securities in its analyses were based upon internal projections of Umpqua
and Humboldt. With respect to all such financial projections and estimates and all projections of transaction costs, purchase accounting
adjustments and expected cost savings relating to the merger, Umpqua s and Humboldt s managements confirmed to Wells Fargo Securities that
they reflected the best currently available estimates and judgments of such managements of the future financial performance of Umpqua and
Humboldt, respectively, and Wells Fargo Securities assumed for purposes of its analyses that such performance would be achieved. Wells Fargo
Securities expressed no opinion as to such financial projections or the assumptions on which they were based. The financial projections
furnished to Wells Fargo Securities by Umpqua and Humboldt were prepared for internal purposes only and not with a view towards public
disclosure. These projections, as well as the others estimated used by Wells Fargo Securities in its analyses, were based on numerous variables
and assumptions which are inherently uncertain and accordingly, actual results could vary materially from those set forth in such projections.

Humboldt completed its acquisition of California Independent Bancorp during January 2004. To provide more relevant data with respect to
certain financial analysis, particularly involving balance sheet information, Wells Fargo Securities utilized unaudited January 31, 2004
information for Humboldt.

The following is a brief summary of the material financial analyses presented to the Umpqua Board on March 12, 2004 by Wells Fargo
Securities.

Summary of Proposal

Wells Fargo Securities reviewed the financial terms of the proposed transaction in which Umpqua will issue 1.00 share of Umpqua for
every share outstanding of Humboldt. Based on an estimated price of an Umpqua common share of $20.80 and the March 10, 2004 closing price
of $20.80, and an exchange ratio of 1.00 Umpqua common shares for each of Humboldt s common shares, Wells Fargo Securities calculated an
implied per share value of $20.80 for each Humboldt common share, and an implied aggregate transaction value of approximately
$334.5 million. Based on an Umpqua share price of $20.80 per share, the implied
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transaction value per share, and Humboldt s unaudited January 31, 2004 financial information, Wells Fargo Securities calculated the following

ratios and premiums:

Implied Value as a Multiple of

Umpqua Stock
Price @ $20.80

Shareholders Equity (1/31/04)
Tangible Shareholders Equity (1/31/04)
Estimated 2004 EPS

Core deposit premium

Premium to prior day close (03/10/04)

Analysis
Summary of Wells Fargo Securities Analysis Conducted

Market-to-Market Implied Historical
Exchange Ratio History Analysis

220

3.89X
20.10
25.86%
19.40%

Historical Implied
Exchange Ratio

Current Exchange Rate, March 10, 2004 0.838
Exchange Rate History- March 12, 2002 to Present
High 1.012
Low 0.514
Average 0.729
National Peer
Public Market Comparison Umpqua Humboldt(1) Bank Mean
Closing Price at March 10, 2004 $20.80 $17.42
Price/2004 Estimated Earnings 15.29x 16.44x 18.15x
Price/2005 Estimated Earnings 13.87 15.00 16.62
Price/ Book Value (12/31/03) 1.85 1.74 2.30
Price/ Tangible Book Value (12/31/03) 3.71 3.08 2.79
ROAA (LTM ending 12/31/03) 1.31% 0.97% 1.16%
ROAE (LTM ending 12/31/03) 11.68% 11.13% 13.80%
Net Interest Margin (LTM ending 12/31/03) 5.01% 4.94% 4.01%
Efficiency Ratio (LTM ending 12/31/03) (2) 56.32% 72.03% 60.38%
(1) Humboldt multiples based on financial information as at 1/31/04
(2) Efficiency Ratio is for Umpqua Bank
Discounted Cash Flow and Terminal Value Analysis
Low High
Discounted Present Value of Humboldt Shares $14.91 $22.87
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Percentage of Combined

Contribution Analysis Umpqua Humboldt(1)
Total Assets (12/31/03) 66.7% 33.3%
Total Loans (12/31/03) 66.9% 33.1%
Total Deposits (12/31/03) 66.3% 33.7%
Shareholders Equity (12/31/03) 67.7% 32.3%
Tangible Shareholders Equity (12/31/03) 65.0% 35.0%
Total Revenue (12/31/03) 68.6% 31.4%
2003 Net Income 74.3% 25.7%
2004 Estimated Net Income 70.4% 29.6%

(1) Humboldt financial information as at 1/31/04 (unaudited)

Umpqua/Humboldt
(Umpqua Stock Price Comparable
Comparable Transaction Analysis @ $20.80) Transactions Mean

Price/ Book Value 2.20x 2.26x
Price/ Tangible Book Value 3.89 2.64
Price/ LTM Net Income 20.10 22.00

Core Deposit Premium 25.86% 23.50%
Target Bank ROAA (LTM) 0.97% 0.94%
Target Bank ROAE (LTM) 11.13% 11.60%
Target Bank Efficiency Ratio (LTM) 72.03% 59.45%

Exchange Ratio History
Wells Fargo Securities calculated the high, low and average ratio of the market price per share of Humboldt common stock to the market
price per share of Umpqua common stock over the twenty-four month period ending March 10, 2004.

As of Twenty-four Twenty-four Twenty-four
March 10, 2004 Month High Month Low Month Average
Exchange Ratio 0.838 1.012 0.514 0.729

Public Market Comparison

Wells Fargo Securities presented a public market comparison of Umpqua and Humboldt and a selected group of 77 other publicly traded
community-banking organizations in the United States, or the Peer Banks, with assets between $1.0 billion and $3.0 billion and a return on
average assets, or ROAA, between 0.80% and 1.50%.

This comparison was presented on the basis of various financial ratios and other indicators, including among other things, market price to
earnings per share, or EPS, ratios, historical price to stated book value and tangible book value ratios, and projected 2004 and 2005 EPS. The
Peer Banks were selected for comparison purposes through a review of publicly traded banking institutions with similar asset size and operating
characteristics. In general, financial data presented was as of the year ended December 31, 2003 and market data was as of March 9, 2004.

Wells Fargo Securities compared ratios of price to estimated 2004 and 2005 EPS for Umpqua and Humboldt (based on management
projections provided by Humboldt and Umpqua) with the mean averages of the ratios for the Peer Banks for 2004 and 2005. Additionally, Wells
Fargo Securities presented a public market comparison of Umpqua, Humboldt and the Peer Banks, on the basis of, among other things, return on
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average common equity, or ROAE, ROAA, net interest margin, and efficiency ratios. The following table shows the comparisons.

Price as a Multiple to(1) 12/31/2003
Estimated Estimated Tangible
2004 2005 Book Value  Book Value Net Interest Efficiency
EPS EPS 12/31/03 12/31/03 ROAA ROAE Margin Ratio(3)
Umpqua 15.29x 13.87x 1.85x 3.71x 1.31% 11.68% 5.01% 56.32%
Humboldt(2) 16.44 15.00 1.74 3.08 0.97% 11.13% 4.94% 72.03%
Nat 1 Bank Mean 18.15 16.62 2.30 2.79 1.16% 13.80% 4.01% 60.38%

(1)  Umpqua and Humboldt prices as of March 10, 2004. Comparable company prices as of March 9, 2004.
(2) Humboldt multiples based on financials as of 1/31/04. Humboldt performance ratios based on financials as of 12/31/03.

(3) Efficiency ratio for Umpqua is for Umpqua Bank.

No company used in the Peer Bank analysis is identical to Humboldt. Accordingly, an analysis of the results of the foregoing necessarily
involves complex considerations and judgments concerning differences in financial and operating characteristics of Humboldt and other factors
that could affect the public trading value of the companies to which they are being compared.

Discounted Cash Flow Analysis and Terminal Value Analysis

Wells Fargo Securities estimated the present value of the after-tax cash flows that Humboldt could produce on a stand-alone basis using
management s projections for the years 2004-2010. After-tax cash flows that the company could produce on a stand-alone basis were estimated
using an assumed minimum 6.5% tangible book equity to total average assets ratio. Using a range of price earnings, or PE, multiples of 14-18
applied to forward earnings for the terminal value, and using a discount rate of 10-14%, Wells Fargo Securities calculated implied share values
for Humboldt common stock ranging from $14.91 to $22.87.

Humboldt Net Present Value per Share

PE Multiple
Discount Rate 14 15 16 17 18
10.0% $18.48 $19.58 $20.68 $21.77 $22.87
11.0% $17.50 $18.53 $19.57 $20.60 $21.64
12.0% $16.58 $17.55 $18.53 $19.51 $20.48
13.0% $15.72 $16.64 $17.56 $18.48 $19.40
14.0% $14.91 $15.78 $16.65 $17.51 $18.38

Contribution Analysis

Wells Fargo Securities analyzed certain historical and estimated financial information for Umpqua and Humboldt and the pro forma
combined entity resulting from the merger. The following table shows the percentage contributions of each company to the indicated values to
the combined company. On a pro forma
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basis Umpqua shareholders would hold 65.14% of the post merger shares outstanding assuming the exchange rate of 1.00 share of Umpqua

issued for each outstanding share of Humboldt.

Total Assets (12/31/03)

Total Loans (12/31/03)

Total Deposits (12/31/03)

Shareholders Equity (12/31/03)
Tangible Shareholders Equity (12/31/03)
Total Revenue (12/31/03)

2003 Net Income

2004 Estimated Net Income

(1) Humboldt information as at 1/31/04 (unaudited)

Pro Forma Merger Analysis

Wells Fargo Securities analyzed certain potential pro forma effects of the merger given an exchange ratio of 1.00 share of Umpqua for

Percentage of Combined

Umpqua Humboldt(1)
66.7% 33.3%
66.9% 33.1%
66.3% 33.7%
67.7% 32.3%
65.0% 35.0%
68.6% 31.4%
74.3% 25.7%
70.4% 29.6%

every share outstanding of Humboldt. In conducting its analysis, Wells Fargo Securities used the earnings projections discussed above and the
restructuring charges, transaction costs, purchase accounting adjustments and cost savings determined in discussions with the managements of

Umpqua and Humboldt.

Wells Fargo Securities analysis indicated that the transaction would result in pro forma 2005 EPS of $1.51 or 0.81% accretion to Umpqua

management s stand-alone 2005 EPS estimate of $1.50 and pro forma December 31, 2004 tangible book value per share of $6.63 or 1.23%
dilution to Umpqua management s stand alone estimate of $6.72. The actual results achieved by the combined companies may vary from

projected results and the variations may be material.

Comparable Transaction Analysis

Wells Fargo Securities also analyzed selected recent transactions, or the Comparable Transactions, deemed relevant to the proposed
transaction in which certain public companies acquired other companies. For this analysis, Wells Fargo Securities reviewed twenty-four
transactions that have been announced since January 2003, involving target banks having assets between $1.0 billion and $3.0 billion.

Arvest Bank Group Inc./ Superior Financial Corp.

Banknorth Group Inc./ CCBT Financial Cos.

BB&T Corp./ Republic Bancshares Inc.

Cathay Bancorp Inc./ GBC Bancorp

Commercial Capital Bancorp/ Hawthorne Financial Corp.

First Niagara Financial Group/ Troy Financial Corp.

FleetBoston Financial Corp./ Progress Financial Corp.

Hanmi Financial Corp./ Pacific Union Bank
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Huntington Bancshares Inc./ Unizan Financial Corp.

International Bancshares Corp./ Local Financial Corp.
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MAF Bancorp Inc./ St. Francis Capital Corp.

Mercantile Bankshares Corp./ F&M Bancorp

National City Corp./ Allegiant Bancorp Inc.

New Haven Savings Bank/ Connecticut Bancshares Inc.
Partners Trust Financial (MHC)/ BSB Bancorp Inc.
Provident Bankshares Corp./ Southern Financial Bancorp
Provident Financial Services/ First Sentinel Bancorp Inc.
Royal Bank of Scotland Group/ Port Financial Corp.
Sky Financial Group Inc./ Second Bancorp Inc.
Sovereign Bancorp Inc./ First Essex Bancorp Inc.
Sterling Financial Corp./ Klamath First Bancorp
Susquehanna Bancshares Inc./ Patriot Bank Corp.

Webster Financial Corp./ Firstfed America Bancorp Inc.

The following table presents the summary data for the Comparable Transactions:

Equity Value as a Target Bank LTM
Multiple of(1) Performance(2)
Tangible Core
Book Book LTM Net Deposit Efficiency
Value Value Income Premium ROAA ROAE Ratio
Comparable Transactions Mean 2.26x 2.64x 22.00x 23.50% 0.94% 11.60% 59.45%
Umpqua/ Humboldt 2.20 3.89 20.10 25.86% 0.97% 11.13% 72.03%

(1) Humboldt multiples based on financials as at 01/31/04.

(2) LTM period for transactions is prior twelve months before announcement. Humboldt performance ratios are at period ending 12/31/03.

The preparation of a fairness opinion is a complex process and is not necessarily susceptible to a partial analysis or summary description.
Wells Fargo Securities believes that its analyses must be considered as a whole and that selecting portions of its analyses, without considering
the analyses taken as a whole, would create an incomplete view of the process underlying the analyses set forth in its opinion. In addition, Wells
Fargo Securities considered the results of all such analyses and did not assign relative weights to any of the analyses, so the ranges of valuations
resulting from any particular analysis described above should not be taken to be Wells Fargo Securities view of the actual value of Humboldt or
a combination of Umpqua and Humboldt.

In performing its analyses, Wells Fargo Securities made numerous assumptions with respect to industry performance, general business,
economic and regulatory conditions and other matters, many of which are beyond the control of Umpqua or Humboldt. The analyses performed
by Wells Fargo Securities are not necessarily indicative of actual values, trading values or actual future results which might be achieved, all of
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which may be significantly more or less favorable than suggested by such analyses. Such analyses were prepared solely as part of Wells Fargo
Securities analysis of the fairness of the consideration to Umpqua shareholders, from a financial point of view, of the consideration to be paid to
Humboldt shareholders. The analyses do not purport to be appraisals or to reflect the prices at which a company might be sold. In addition, as
described above, the Wells Fargo Securities opinion was one of many factors taken into consideration by the Umpqua Board in making its
determination to approve the merger. Consequently, the analyses described above should not be viewed as determinative of the Umpqua board s
or Umpqua management s opinion with respect to the value of Umpqua or a combination of Umpqua and Humboldt, or of whether the Umpqua

33

Table of Contents 58



Edgar Filing: UMPQUA HOLDINGS CORP - Form S-4

Table of Contents

Board or Umpqua management would have been willing to agree to a different exchange ratio. Umpqua placed no limits on the scope of the
analysis performed, or opinion expressed, by Wells Fargo Securities.

Pursuant to an engagement letter dated as of February 26, 2004, Umpqua engaged Wells Fargo Securities to undertake an analysis to enable
Wells Fargo Securities to provide an opinion to the board of directors of Umpqua as to the fairness to Umpqua from a financial point of view of
the consideration to be paid by Umpqua pursuant to the merger. Pursuant to the terms of the engagement letter, Umpqua has agreed to pay Wells
Fargo Securities a fee in connection therewith. In addition, Umpqua has agreed to reimburse Wells Fargo Securities for its reasonable expenses,
including attorneys fees, incurred in connection with its engagement and to indemnify Wells Fargo Securities and certain related persons against
certain liabilities and expenses arising out of or in conjunction with its rendering of services under its engagement, including liabilities arising
under the federal securities laws.

Opinion of Humboldt s Financial Advisor

Keefe, Bruyette & Woods, Inc., or KBW, has acted as financial advisor to Humboldt in connection with the merger. Humboldt selected
KBW because KBW is a nationally recognized investment-banking firm with substantial experience in transactions similar to the merger and is
familiar with Humboldt and its business. As part of its investment banking business, KBW is continually engaged in the valuation of financial
businesses and their securities in connection with mergers and acquisitions.

At the March 13, 2004 Humboldt board of directors meeting, KBW reviewed the financial aspects of the proposed merger with the board of
directors and rendered an oral opinion that the exchange ratio is fair to Humboldt shareholders from a financial point of view. KBW
subsequently confirmed its March 13, 2004 oral opinion by delivery to the Humboldt board of directors of a written opinion as of the date of this
document.

The full text of KBW s written opinion is attached as Appendix C to this document and is incorporated herein by reference.
Humboldt s shareholders are urged to read the opinion in its entirety for a description of the procedures followed, assumptions made,
matters considered, and qualifications and limitations on the review undertaken by KBW.

KBW s opinion is directed to the Humboldt board and addresses only the fairness, from a financial point of view, of the exchange
ratio to the Humboldt shareholders. It does not address the underlying business decision to proceed with the merger and does not
constitute a recommendation to any Humboldt shareholder as to how the shareholder should vote at the Humboldt special meeting on
the merger agreement or any related matter.

In rendering its opinion, KBW:

reviewed, among other things:

the merger agreement;

annual reports on Form 10-K of Umpqua;

annual reports on Form 10-K of Humboldt;

quarterly reports on Form 10-Q of Umpqua;

quarterly reports on Form 10-Q of Humboldt; and

financial information made available by Humboldt management, including financial projections;
held discussions with members of senior management of Humboldt and Umpqua regarding:

past, present and future operations and financial condition of the respective companies;

Table of Contents 59



Edgar Filing: UMPQUA HOLDINGS CORP - Form S-4

future prospects of the respective companies; and

the strategic objective of the merger and certain other benefits of the merger;
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reviewed the market prices, valuation multiples, publicly reported financial conditions and results of operations for Humboldt and Umpqua
and compared them with those of certain publicly traded companies that KBW deemed to be relevant;

compared the proposed financial terms of the merger with the financial terms of certain other transactions that KBW deemed to be
relevant; and

performed such other analyses that it considered appropriate.

In conducting its review and arriving at its opinion, KBW relied upon and assumed the accuracy and completeness of all of the financial and
other information provided to or otherwise made available to KBW or that was discussed with, or reviewed by or for KBW, or that was publicly
available. KBW did not assume any responsibility to verify such information independently. KBW assumed that the financial and operating
forecasts for Humboldt provided by management of Humboldt have been reasonably prepared and reflect the best estimates and judgments of
senior management of Humboldt as to the future financial and operating performance of Humboldt available at that time. KBW assumed,
without independent verification, that the aggregate allowances for loan losses for Umpqua and Humboldt are adequate to cover those losses.
KBW did not make or obtain any evaluations or appraisals of any assets or liabilities of Umpqua or Humboldt, and KBW did not examine any
books and records or review individual credit files.

For purposes of rendering its opinions, KBW assumed that, in all respects material to its analyses:

the merger will be completed substantially in accordance with the terms set forth in the merger agreement;

the representations and warranties of each party in the merger agreement and in all related documents and instruments referred to in the
merger agreement are true and correct;

each party to the merger agreement and all related documents will perform all of the covenants and agreements required to be performed
by such party under such documents;

all conditions to the completion of the merger will be satisfied without any waivers; and

in the course of obtaining the necessary regulatory, contractual, or other consents or approvals for the merger, no restrictions, including
any divestiture requirements or amendments or modifications will be imposed that will have a material adverse effect on the future results
of operations or financial condition of Humboldt, Umpqua or the combined entity, as the case may be, or the contemplated benefits of the
merger.

KBW further assumed that the merger will be accounted for as a purchase under generally accepted accounting principles, and that the
merger will qualify as a tax-free reorganization for U.S. Federal income tax purposes. KBW s opinion is not an expression of an opinion as to the
prices at which shares of Humboldt common stock or Umpqua common stock will trade following the announcement of the merger or the actual
value of the Umpqua common stock when issued pursuant to the merger, or the prices at which the Umpqua common stock will trade following
the completion of the merger.

In performing its analyses, KBW made numerous assumptions with respect to industry performance, general business, economic, market
and financial conditions and other matters, many of which are beyond the control of KBW, Humboldt and Umpqua. Any estimates contained in
the analyses performed by KBW are not necessarily indicative of actual values or future results, which may be significantly more or less
favorable than suggested by these analyses. Additionally, estimates of the value of businesses or securities do not purport to be appraisals or to
reflect the prices at which such businesses or securities might actually be sold. Accordingly, these analyses and estimates are inherently subject
to substantial uncertainty. In addition, the KBW opinion was among several factors taken into consideration by the Humboldt board in making
its determination to approve the merger agreement and the merger. Consequently, the analyses described below should not be viewed as solely
determinative of the decision of the Humboldt board or management of Humboldt with respect to the fairness of the merger consideration.
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Summary of Analyses by KBW

The following is a summary of the material analyses presented by KBW to the Humboldt board on March 13, 2004, in connection with its
oral opinion. The summary is not a complete description of the analyses underlying the KBW opinion or the presentation made by KBW to the
Humboldt board, but summarizes the material analyses performed and presented in connection with such opinion. The preparation of a fairness
opinion is a complex analytic process involving various determinations as to the most appropriate and relevant methods of financial analysis and
the application of those methods to the particular circumstances. Therefore, a fairness opinion is not readily susceptible to partial analysis or
summary description. In arriving at its opinion, KBW did not attribute any particular weight to any analysis or factor that it considered, but
rather made qualitative judgments as to the significance and relevance of each analysis and factor. The financial analyses summarized below
include information presented in tabular format. Accordingly, KBW believes that its analyses and the summary of its analyses must be
considered as a whole and that selecting portions of its analyses and factors or focusing on the information presented below in tabular format,
without considering all analyses and factors or the full narrative description of the financial analyses, including the methodologies and
assumptions underlying the analyses, could create a misleading or incomplete view of the process underlying its analyses and opinion. The
tables alone are not a complete description of the financial analyses.

Contribution Analysis

KBW analyzed the relative contribution of each of Humboldt and Umpqua to certain pro forma balance sheet and income statement items of
the combined entity, including assets, tangible equity, deposits, loans and estimated 2004 net income. KBW compared the relative contribution
of balance sheet and income statement items with the estimated pro forma ownership for Humboldt assuming that Umpqua were to issue 100%
stock in the transaction. The results of KBW s analysis are set forth in the following table.

Humboldt

Category Umpqua Pro Forma
2004 Estimated Net Income 70.0% 30.0%
Stockholder s Equity 67.7% 32.3%
Tangible Equity 65.0% 35.0%
Assets 66.9% 33.1%
Deposits 67.5% 32.5%
Loans 67.7% 32.3%
Market Capitalization 68.6% 31.4%
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Selected Transaction Analysis

KBW reviewed certain financial data related to nationwide bank transactions announced from January 1, 2003 to March 12, 2004 with

aggregate transaction values between $150 million and $650 million. Those transactions were as follows:

Acquiror

Acquiree

Investor Group

BMO Financial Group

Huntington Bancshares Incorporated
International Bancshares Corporation
South Financial Group, Inc. (The)

Sky Financial Group Inc.

Partners Trust Financial Group, Inc. (MHC)

Hanmi Financial Corporation
Susquehanna Bancshares, Inc.
Banknorth Group, Inc.

BB&T Corporation

National City Corporation

Provident Bankshares Corporation

Fulton Financial Corporation

PNC Financial Services Group, Inc.

Wells Fargo & Company
Cathay Bancorp, Inc.
Mercantile Bankshares Corp.
F.N.B. Corp.

Centennial Bank Holdings, Inc.
New Lenox Holding Company
Unizan Financial Corporation
Local Financial Corporation
CNB Florida Bancshares, Inc.
Second Bancorp Incorporated

BSB Bancorp, Inc.
Pacific Union Bank
Patriot Bank Corp.

CCBT Financial Companies Inc.
Republic Bancshares, Inc.

Allegiant Bancorp, Inc.

Southern Financial Bancorp, Inc.
Resource Bankshares Corporation
United National Bancorp

Pacific Northwest Bancorp

GBC Bancorp
F&M Bancorp
Charter Banking Corp.

For the purpose of this analysis, transaction multiples from the merger were derived from the estimated $21.42 per share price of Umpqua
common stock and financial data as of March 12, 2004 for Humboldt. KBW compared these results with the multiples implied by the selected
transactions listed above. The results of KBW s calculations and the analysis are set forth in the following table.

Deal Price/Book Value

Deal Price/Tangible Book Value
Deal Price/Trailing 12 Months Earnings per Share
Deal Price/Forward 12 Months Earnings per Share

Deal Premium/Core Deposits

No company or transaction used as a comparison in the above analysis is identical to Humboldt, Umpqua or the merger. Accordingly, an

Umpqua/ Average for
Humboldt Selected Bank
Transaction Transactions

213% 257%
377% 302%
23.5x 24.6x
23.7x 22.3x
26.1% 25.3%

analysis of these results is not mathematical. Rather, it involves complex considerations and judgments concerning differences in financial and

operating characteristics of the companies.

Discounted Cash Flow Analysis

KBW estimated the present value of Humboldt common stock based on a continued independence scenario by calculating the present value
of the Humboldt common stock as of December 2008. For purposes of this analysis, a discount rate was calculated based on a model assessing a

risk-free interest rate plus a market-based risk adjustment. KBW relied on financial projections provided by Humboldt management. The
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analysis resulted in a range of values from $12.70 to $29.27 per share. The range of values per share reflects the assumptions in the discounted
cash flow analysis, which includes a range of annual earnings per share growth rates from 8% to 22% and a range of discount rates from 6% to

15%.

KBW stated that the discounted cash flow present value analysis is widely used valuation methodology but noted that it relies on numerous
assumptions, including asset and earnings growth rates, terminal values and discount rates. The analysis did not purport to be indicative of the
actual values or expected values of Humboldt common stock.

Selected Peer Group Analysis
KBW compared the financial performance and market performance of Umpqua to those of a group of 22 comparable bank holding
companies. The group included:

Greater Bay Bancorp
UCBH Holdings, Inc.
Cathay General Bancorp, Inc.
Pacific Capital Bancorp
FirstFed Financial Corp.
Westamerica Bancorporation
East West Bancorp, Inc.
CVB Financial Corp.
Banner Corporation
First Community Bancorp
Mid-State Bancshares
Frontier Financial Corporation
Hanmi Financial Corporation
Columbia Banking System, Inc.
West Coast Bancorp
First State Bancorporation
TriCo Bancshares
Nara Bancorp, Inc.
Capital Corp of the West
Central Coast Bancorp
Western Sierra Bancorp
Heritage Commerce Corp.

To perform this analysis, KBW used the financial information for the selected bank holding companies as of and for the quarter ended

December 31, 2003. Market price information was for March 12, 2003 and earnings estimates were taken from a nationally recognized earnings
estimate consolidator for comparable companies.

KBW s analysis showed the following concerning Umpqua s financial performance:

Peer Group Peer Group
Performance Measure Umpqua Average Median

Return on Assets 1.20% 1.26% 1.24%
Return on Equity 10.94% 14.39% 13.56%
Net Interest Margin 4.80% 4.48% 4.51%
Efficiency Ratio 61.84% 55.87% 55.88%
Equity/Assets 10.76% 9.06% 8.67%
Tangible Equity/Tangible Assets 5.61% 7.30% 7.02%
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Non-Performing Assets/Assets 0.44% 0.48%
Loan Loss Reserves/Non-Performing Loans 241.49% 320.93%
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KBW s analysis also showed the following concerning Umpqua s financial performance:

Peer Group Peer Group
Performance Measure Umpqua Average Median
Price to Book Multiple Value per Share 1.91x 2.61x 2.38x
Price to Tangible Book Multiple Value per Share 3.82x 3.35x 3.06x
Price to Earnings Multiple, Trailing 12 Months Earnings per Share 17.27x 18.95x 18.18x
Price to Earnings Multiple, Based on 2004 GAAP Estimated Earnings 15.87x 16.98x 16.42x
Dividend Yield 0.75% 1.14% 1.07%

As part of its investment banking business, KBW is continually engaged in the valuation of banking businesses and their securities in
connection with mergers and acquisitions, negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted
securities, private placements and valuations for estate, corporate and other purposes. As specialists in the securities of banking companies,
KBW has experience in, and knowledge of, the valuation of banking enterprises. In the ordinary course of its business as a broker-dealer, KBW
may, from time to time, purchase securities from, and sell securities to, Humboldt and Umpqua. As a market maker in securities KBW may from
time to time have a long or short position in, and buy or sell, debt or equity securities of Humboldt and Umpqua for KBW s own account and for
the accounts of its customers.

Humboldt and KBW have entered into an engagement agreement relating to the services to be provided by KBW in connection with the
merger. Humboldt will pay to KBW at the time the merger is completed a cash fee equal to 0.75% of the market value of all consideration paid
to shareholders of Humboldt (including holders of in the money warrants and options but excluding holders of stock appreciation rights and
stock based compensation). Pursuant to the KBW engagement agreement, Humboldt also agreed to reimburse KBW for reasonable
out-of-pocket expenses and disbursements incurred in connection with its retention and to indemnify it against certain liabilities, including
liabilities under the federal securities laws.

Merger Consideration

When the merger is completed, Humboldt shareholders will have the right to receive one share of Umpqua common stock for each share of
Humboldt common stock they own.

Conversion of Humboldt Common Stock; Humboldt Stock Certificates

Promptly following closing of the merger, an exchange agent will mail to each Humboldt shareholder a letter of transmittal and instructions
for surrendering Humboldt stock certificates. To ensure timely receipt of Umpqua common stock, Humboldt shareholders should complete and
sign the letter of transmittal and submit their stock certificates immediately upon receipt. However, certificates representing shares of Humboldt
common stock should not be returned at this time.

Following the completion of the merger and upon surrender of the certificates representing shares of Humboldt common stock registered in
the shareholder s name (or a satisfactory indemnity if any of such certificates are lost, stolen or destroyed), together with a properly completed
letter of transmittal, the exchange agent will mail to each Humboldt shareholder the Umpqua common stock to which he or she is entitled.

Rights of Holders of Stock Certificates Prior to Surrender

From the effective date of the merger until each Humboldt shareholder surrenders his or her stock certificates, he or she will not be paid
dividends or other distributions declared or payable to holders of record of Umpqua common stock as of any time subsequent to the effective
date. Each Humboldt shareholder s rights to dividends or other distributions will be held by the exchange agent until he or she submits his or her
stock certificates. No interest will be paid on dividends or distributions on the Umpqua common stock. Each
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Humboldt shareholder will, however, have other rights as an Umpqua shareholder, including the right to vote on any matter submitted to
shareholders for approval.

Until completion of the merger, Humboldt shareholders will be entitled to receive Humboldt s regular quarterly cash dividend. Humboldt has
agreed not to pay any other dividends.

Lost Certificates

If a Humboldt shareholder s stock certificates have been lost, stolen, or destroyed, before he or she can receive the merger consideration for
the shares represented by such certificates, he or she must submit an affidavit that the certificates have been lost, stolen or destroyed and, if
required, post a reasonable bond as indemnity against any claim that may be made against Umpqua with respect to such certificates.

Effective Date of the Merger

The merger will become effective when Umpqua files articles of merger with the Oregon Secretary of State. Umpqua will file the articles of
merger as promptly as practicable on or after the date upon which all the conditions to the merger are satisfied or duly waived or at such time
and date as Humboldt and Umpqua agree. The parties currently anticipate that the merger will be completed during the third quarter of 2004.

Treatment of Outstanding Stock Awards

As of April 14, 2004, there were options outstanding under various Humboldt stock incentive plans to purchase 1,260,544 shares of
Humboldt common stock at exercise prices ranging from $2.63 to $17.55 per share. Additionally, there were 19,000 outstanding stock bonus
awards subject to restrictions.

When the merger becomes effective, Umpqua will assume Humboldt s obligations with respect to each award outstanding under Humboldt s
stock incentive plans. No new awards will be made under the Humboldt plans after completion of the merger.

Humboldt Stock Options

After completion of the merger:

Each option may be exercised only for Umpqua common stock.

Because the exchange ratio is one to one, each option will become an option to purchase the same number of shares of Umpqua common
stock as Humboldt common stock subject to such option. Following the merger, each option will continue to have the same vesting and
termination schedule, except as may otherwise be provided in existing agreements with certain Humboldt executives. See The Merger
Interests of Humboldt Directors and Officers in the Merger and The Merger Commitments of Directors.

The exercise price per share of the Umpqua common stock will be the same as provided in the option agreements for the purchase of
Humboldt common stock.

The above adjustments will be made in a manner that preserves the status of incentive stock options (as defined in Section 422 of the
Internal Revenue Code of 1986, as amended) to the extent applicable to avoid a disqualifying disposition of the stock underlying the incentive
stock options.

All previously outstanding Umpqua stock options will remain outstanding and are unaffected by the merger.

Humboldt Stock Bonus Awards

After the completion of the merger, each outstanding Humboldt stock bonus award will be converted into the right to receive an equal
number of shares of Umpqua common stock and will otherwise remain subject to the same terms, conditions and restrictions as the Humboldt
stock bonus award.
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Humboldt Warrants

Holders of warrants to purchase Humboldt common stock will receive from Humboldt instructions for the exercise of their warrants prior to
the completion of the merger. At the time the merger becomes effective, all unexercised warrants to purchase Humboldt common stock will be
cancelled, in accordance with the terms of the warrant agreements.

Resulting Board of Directors of Umpqua

Immediately following completion of the merger, the board of directors of the combined company will consist of thirteen directors:

eight current independent Umpqua directors;
four current independent Humboldt directors who will be selected by Umpqua from a list provided by Humboldt; and

Raymond P. Davis, Umpqua s President and Chief Executive Officer.
Three of the eleven current Umpqua independent directors will resign effective on completion of the merger.

The Umpqua board of directors is a classified board of directors with the directors serving staggered three-year terms. At the 2005 annual
meeting, the directors who did not serve on the Umpqua board prior to the merger will be nominated to serve in one of the three classes for one-,
two- or three-year terms.

If a director resigns or otherwise ceases to serve as a director following the effective date of the merger and before the next annual
shareholder meeting of the combined company, the Umpqua board will fill any vacancy in accordance with Umpqua s bylaws, and as required by
Oregon law, by the affirmative vote of a majority of the directors then in office. If a Humboldt director becomes unable to serve as an Umpqua
director prior to completion of the merger, a replacement director will be selected by Umpqua from among the remaining Humboldt directors.

Information regarding current Umpqua directors is set forth in the proxy statement for Umpqua s 2004 annual meeting of shareholders,
which is incorporated by reference into this document. Information regarding current Humboldt directors is set forth in Humboldt s Annual
Report on Form 10-K, which is incorporated by reference into this document. At this time, the identities of the continuing Umpqua directors and
Humboldt directors joining the board have not been determined.

Interests of Humboldt Directors and Officers in the Merger

When considering the recommendations of the Humboldt board of directors, you should be aware that members of Humboldt s management
and board of directors may be deemed to have interests in addition to, or in conflict with, your interests. The Humboldt board of directors was
aware of these interests and considered them, among other matters, in approving the merger.

Continuation of Persons as Directors and Executive Officers

The merger agreement provides that four current Humboldt directors will serve after the effective date as directors of the combined
company. See The Merger Resulting Board of Directors of Umpqua. Also, certain senior executive officers of Humboldt are expected to
continue as employees of Umpqua following the effective date.

Executive Employment Agreements with Umpqua

Umpqua has entered into employment agreements with Robert M. Daugherty and Patrick J. Rusnak to be effective immediately following
completion of the merger. The agreements provide for three-year terms and annual salaries of $270,000 for Mr. Daugherty and $200,000 for
Mr. Rusnak. Both executives will be eligible for perquisites available to senior officers of Umpqua and to participate in Umpqua s incentive and
equity based compensation plans. Under the agreements with Umpqua, Mr. Daugherty will be eligible to receive a
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performance bonus targeted at 45% of his base salary and Mr. Rusnak will be eligible to receive a performance bonus targeted at 35% of his
base salary if specified goals are met.

These Umpqua employment agreements also provide for certain benefits that Mr. Daugherty and Mr. Rusnak would have been entitled to
under the executives employment agreements with Humboldt, which will be replaced and superceded by the Umpqua employment agreements.

If Mr. Daugherty resigns or is terminated for cause during the first year of employment with Umpqua, he has agreed to pay Umpqua
$250,000 as damages for the loss of his services. If Mr. Rusnak resigns or is terminated for cause during the first two years of employment with
Umpqua, he has agreed to pay Umpqua $200,000 (if termination occurs during the first year of employment) or $100,000 (if termination occurs
during the second year of employment) as damages for the loss of his services.

With respect to Mr. Daugherty, his employment agreement incorporates the following benefits which he would have been entitled to under
his employment agreement with Humboldt, under certain circumstances following a change in control:

accelerated vesting of all equity awards;
acceleration of a stock option grant to purchase 27,600 shares, originally scheduled to be granted on January 1, 2005;
a change in control payment equal to 2 times his base salary and bonus paid in 2003; and

payment of any incentive compensation earned but not yet paid.
Mr. Daugherty is also entitled to receive $100,000 if Humboldt s stock price closes at over $17.50 per share for thirty consecutive trading days
and an additional $100,000 if the stock price closes at over $21.67 per share for thirty consecutive trading days. Umpqua will contribute the
change in control payment of approximately $901,084, and, if earned, the stock price incentive payments of $200,000 and any other unpaid
incentive compensation to a Rabbi Trust for Mr. Daugherty s benefit to be established with an independent third party trustee. Until termination
of employment, Umpqua will credit the amounts in the Rabbi Trust with interest at Umpqua s prime lending rate plus one percent. Upon
contribution of the change in control payments, the plan will be fully funded.

With respect to Mr. Rusnak, his employment agreement with Umpqua incorporates the following benefits which he would have been
entitled to under his employment agreement with Humboldt, under certain circumstances following a change in control:

accelerated vesting of all equity awards;
a change in control payment equal to 2 times his base salary and bonus paid in 2003; and

payment of any incentive compensation earned but not yet paid.
Umpqua will contribute the change in control payment of approximately $525,000 and any earned, unpaid incentive compensation to a Rabbi
Trust for Mr. Rusnak s benefit to be established with an independent third party trustee. Until termination of employment, Umpqua will credit the
amounts in the Rabbi Trust with interest at Umpqua s prime lending rate plus one percent.

Umpqua is also assuming existing employment agreements with eight other Humboldt executives. The agreements provide for terms
expiring between September 2004 and June 2005, and are automatically renewed for successive one-year terms. Salaries under the agreements
range from $90,326 to $160,000. If any of these executives employment is terminated except for cause, or if the executive leaves for good
reason,
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within one year after a change-in-control, or if Umpqua elects not to renew the executive s employment during the first year after the change-in
control, the executive will be entitled to:

acceleration of vesting of all stock options;
a cash payment equal to either one or two years salary within forty-five days of termination; and

any incentive compensation earned but not paid.

The aggregate amount of cash severance payable under the existing Humboldt agreements for the eight Humboldt executives (excluding
Messrs. Daugherty and Rusnak) is approximately [$ ] million. Possible reasons for the executive leaving for good reason include, among
others, failure of Umpqua to assume the responsibilities of the employment agreement, a material reduction in compensation, a material
reduction in title or responsibilities, or relocation.

Equity-Based Awards

Humboldt stock options issued to directors and officers that are outstanding as of the completion of the merger will continue to be
outstanding but thereafter will constitute options to acquire shares of Umpqua common stock for the same number of shares of Umpqua
common stock underlying the options and with the same exercise prices. Mr. Daugherty s and Mr. Rusnak s unvested equity-based awards will
become fully vested upon completion of the merger. Assuming the merger is completed by September 30, 2004, the number of unvested stock
options to acquire shares of Humboldt common stock and the number of shares of Humboldt restricted stock held by the following executive
officers that will become fully vested or free of restrictions and deemed earned in full upon completion of the merger is as follows:

Mr. Daugherty 60,000 option shares; and

Mr. Rusnak 2,000 stock bonus award shares.

Other Humboldt officers are entitled to accelerated vesting only if Umpqua elects not to renew their employment agreements, or they are
terminated following the merger without cause or terminate their employment for good reason. The non-employee directors of Humboldt do not
hold any stock options or other equity-based awards that will vest or become free of restrictions as a result of completion of the merger.

Indemnification; Officers and Directors Insurance

Umpqua has agreed to indemnify and hold harmless, to the fullest extent permitted under applicable law, Humboldt s present and former
directors and employees with a position of Senior Vice President and higher at Humboldt or a Humboldt subsidiary, against costs or expenses
incurred in connection with a claim arising out of matters occurring prior to the completion of the merger. Umpqua is not required to indemnify
any party if such party acted in bad faith and not in Humboldt s best interests.

Umpqua has also agreed to maintain Humboldt s existing directors and officers liability insurance for a period of three years following
completion of the merger, or if the cost of such insurance exceeds $300,000, then for such period that can be purchased for $300,000.

Commitments of Directors

Each director of Umpqua and thirteen of Humboldt s fifteen directors then voting (there now exists one vacancy on the Humboldt board)
have expressly agreed to vote all of his or her shares for approval of the merger agreement. Each such director has agreed to recommend (subject
to his or her fiduciary duties) approval of the merger agreement by their respective shareholders. Further, except with the consent of Umpqua,
twelve of the fourteen non-employee directors of Humboldt have agreed that, for two years following service on the board of directors of
Humboldt, he or she will not serve as a director, founder, officer or employee with any insured depository (other than Umpqua or its affiliates)
with branches in the counties in which Humboldt Bank has branches on the date the merger is completed.
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Resales of Stock by Affiliates

The Umpqua common stock to be issued in the merger will be freely transferable by Humboldt shareholders. However, Humboldt affiliates
(controlling persons), such as all directors, executive officers and holders of more than 10% of Humboldt s outstanding stock immediately prior
to the merger, may not sell their Umpqua shares received in the merger:

except pursuant to an effective registration statement under the Securities Act of 1933, as amended;
except pursuant to the provisions of Rules 144 and 145(d) under the Securities Act of 1933, as amended; or

unless an opinion of counsel reasonably satisfactory to Umpqua states that those shares may be sold pursuant to an exemption from
registration.
Material United States Federal Income Tax Consequences of the Merger

The following describes the anticipated, material United States federal income tax consequences of the merger to Humboldt shareholders.
This discussion addresses only Humboldt shareholders who hold their stock as a capital asset within the meaning of Section 1221 of the Internal
Revenue Code and does not address all of the federal income tax considerations that may be relevant to Humboldt shareholders that are subject
to special rules, such as:

financial institutions;

insurance companies;

tax-exempt organizations;

dealers in securities or currencies;

traders in securities that use a mark-to-market method of accounting;

persons who are not citizens or residents of the United States;

shareholders who hold their shares as part of a hedge, straddle or other risk-reduction transaction; or

shareholders who acquired their Humboldt common stock through stock options or otherwise as compensation.

In addition, this discussion does not address the tax consequences of the merger under foreign, state or local tax laws or the tax consequences of
transactions completed before or after the merger, such as the exercise of options or rights to purchase Humboldt common stock in anticipation
of the merger. The discussion is based on the Internal Revenue Code, applicable Treasury Regulations, judicial decisions, and administrative
rulings and practice, all as of the date of this document, all of which are subject to change, possibly with retroactive effect.

You are urged to consult your own tax advisors regarding the tax consequences to you of the merger based on your own circumstances,
including the effect of the alternative minimum tax and any state, local and foreign taxes.

Tax Consequences of the Merger

The merger is intended to qualify as a tax-free reorganization under Section 368(a) of the Internal Revenue Code of 1986. It is a condition
to Umpqua s and Humboldt s obligation to complete the merger that the parties receive an opinion from Foster Pepper Tooze LLP, counsel to
Umpqua, dated as of the closing date of the merger, that the merger will be treated as a reorganization within the meaning of Section 368(a). The
opinion will not bind the Internal Revenue Service or preclude the Internal Revenue Service from adopting a contrary position. The opinion will
be based upon facts and assumptions, and on specific representations and assurances made by Umpqua and Humboldt. Neither Umpqua nor
Humboldt has requested or intends to request a ruling from the Internal Revenue Service with regard to any of the tax consequences of the
merger.
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The Foster Pepper Tooze LLP opinion will state that:

the merger agreement will qualify as a reorganization within the meaning of Section 368(a);

the parties to the agreement and to the plans of merger will each be a party to a reorganization within the meaning of Section 368(b) of the
Code;

no taxable gain or loss will be recognized by Umpqua, Umpqua Bank, Humboldt or Humboldt Bank as a result of the merger; and

no taxable gain or loss will be recognized by Humboldt shareholders who exchange all of their shares of Humboldt common stock for
Umpqua common stock in the merger.
Consequences to Humboldt Shareholders

If you are a Humboldt shareholder, you will not recognize taxable gain or loss to the extent you receive Umpqua common stock in exchange
for your shares. The aggregate tax basis of the Umpqua common stock you receive as a result of the merger will be the same as your aggregate
tax basis in the Humboldt common stock you exchange, increased by the amount of gain recognized in the merger, if any. The holding period of
Umpqua common stock you receive as a result of the exchange will include the holding period of the Humboldt common stock you exchange.

Accounting Treatment

The merger will be accounted for as a purchase under accounting principles generally accepted in the United States, for accounting and
financial reporting purposes. Under purchase accounting, Humboldt s assets and liabilities will be recorded at their respective fair values as of the
closing date of the merger and added to Umpqua s assets and liabilities. Financial statements and reported results of operations of Umpqua after
the closing date would reflect these values, but would not be restated retroactively to reflect the historical financial position or results of
operations of Humboldt. Any excess of the purchase price over the fair values of Humboldt s assets and liabilities will be recorded as goodwill,
which may be charged off against earnings in the future if the goodwill is subsequently determined to be impaired in accordance with applicable
accounting rules. The goodwill will be tested for impairment on at least an annual basis.

45

Table of Contents 75



Edgar Filing: UMPQUA HOLDINGS CORP - Form S-4

Table of Contents

DISSENTERS APPRAISAL RIGHTS

Umpqua

Under Oregon law, Umpqua shareholders do not have the right to dissent from the merger and obtain payment for the appraised value of
their shares.

Humboldt

Under California law, Humboldt shareholders have the right to dissent from the merger and to have the appraised fair market value of their
shares of Humboldt common stock paid to the dissenting shareholders in cash if demands are made for payment with respect to 5% or more of
the outstanding shares of the common stock of Humboldt. Sections 1300 through 1312 of the California General Corporation Law, or CGCL, are
attached hereto as Appendix E. The description of dissenters rights contained in this document is qualified in its entirety by reference to
Chapter 13 (commencing with Section 1300) of the CGCL. In order for a Humboldt shareholder to exercise dissenters rights, he or she must
make a written demand upon Humboldt, as provided in the CGCL, which must be received Humboldt not later than the date of the special
meeting of shareholders of Humboldt, he or she must not vote for the approval of the principal terms of the merger, and he or she must comply
with such other procedures as are required by the CGCL, as more fully described below. Failure to send such notice, to vote against the merger
or to follow such other procedures will result in a waiver of his or her dissenters rights.

Any documents delivered to Humboldt before the merger may be sent to Patrick J. Rusnak, Secretary, Humboldt Bancorp, 2998 Douglas
Boulevard, Suite 330, Roseville, California 95661.

If no instructions are indicated on proxies received by Humboldt, such proxies will be voted for the proposal to approve the merger at the
special shareholders meeting of Humboldt. If you return your proxy without instructions, which will result in a vote for the approval of the
principal terms of the merger, you will not be entitled to dissenters rights.

In the event that the merger is approved by the shareholders of Umpqua and Humboldt, but demands are made for payment with respect to
5% or more of the outstanding shares of the common stock of Humboldt and a Humboldt shareholder objects to the merger as a dissenting
shareholder of Humboldt, he or she will be entitled to payment of the fair market value of his or her shares as of March 12, 2004 (the last trading
day before the public announcement of the merger); provided that:

such shares were outstanding immediately prior to the date for the determination of shareholders entitled to vote on the merger;
he or she did not vote his or her shares for the approval of the principal terms of the merger;
he or she made a demand for purchase in cash of his or her shares at their fair market value as of March 12, 2004; and

he or she submit certificates representing his or her shares for endorsement, all in accordance with Section 1302 of the CGCL.

Humboldt shareholders wishing to exercise dissenters rights must:

make a written demand for purchase of his or her shares and for payment on his or her shares in cash of their fair market value as of
March 12, 2004,

have his or her demand received by Humboldt on or before the date of the Humboldt shareholders meeting;
state the number and class of the shares held of record by him or her that he or she demand that Humboldt purchase; and

state what he or she claims to be the fair market value of his or her shares as of March 12, 2004.
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The statement of fair market value constitutes an offer by him or her to sell his or her shares at such price. He or she may not withdraw such
demand unless Humboldt consents thereto. A proxy or vote against the approval of the principal terms of the merger does not in itself constitute
a demand for his or her shares.

If a Humboldt shareholder holds dissenting shares, Humboldt will mail to him or her a notice of the approval of the merger by the
shareholders of Humboldt within ten days after the date of such approval, accompanied by

a copy of Sections 1300, 1301, 1302, 1303 and 1304 of Chapter 13 of the CGCL;
a statement of the price determined by Humboldt to represent the fair market value as of March 12, 2004 of the dissenting shares; and

a brief description of the procedure to be followed if he or she desires to exercise his or her dissenters rights under such sections.
The statement of price constitutes an offer by Humboldt to purchase at the price stated such dissenting shares.

A Humboldt shareholder who wishes to exercise dissenters rights must submit to Humboldt at its principal office or at the office of its
transfer agent the certificates representing any shares that he or she is demanding that the corporation purchase, for endorsement as dissenting
shares, within 30 days after the date on which notice of approval of the merger by Humboldt shareholders was mailed to him or her.

If Humboldt denies that shares submitted to it as dissenting shares are dissenting shares, or if Humboldt and a dissenting shareholder fail to
agree on the fair market value of his or her shares, then either the dissenting shareholder or Humboldt may file a complaint in the superior court
of the proper county in California requesting that the court determine such issue. Such complaint must be filed within six months after the date
on which notice of the approval of the merger is mailed to such dissenting shareholder.

On trial of the action, the court will first determine if the shares are dissenting shares, and if so determined, the court will either determine
the fair market value or appoint one or more impartial appraisers to do so. If both Humboldt and a dissenting shareholder fail to file a complaint
within six months after the date on which notice of the approval of the merger was mailed to such dissenting shareholder, his or her shares will
cease to be dissenting shares. In addition, if a dissenting shareholder transfers his or her shares prior to their submission for the required
endorsement, such shares will lose their status as dissenting shares.

Failure to take any necessary step will result in a termination or waiver of dissenters rights under Chapter 13 of the CGCL. A person having
a beneficial interest in Humboldt common stock that is held of record in the name of another person, such as a trustee or nominee, must act
promptly to cause the record holder to follow the requirements of Chapter 13 of the CGCL in a timely manner if such person elects to demand
payment of the fair market value of such shares.
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THE MERGER AGREEMENT

The following describes aspects of the merger, including material terms of the merger agreement. The description of the merger agreement
is subject to, and qualified in its entirety by reference to, the merger agreement, which is attached to this document as Appendix A and is
incorporated by reference in this document. We urge you to carefully read the merger agreement.

Representations and Warranties

Each of Umpqua and Humboldt have made representations and warranties regarding, among other things:

corporate matters, including due organization, existence under state law, and general corporate power and authority;
capitalization;

authority relative to execution and delivery of merger agreement and the enforceability of the merger agreement;
absence of conflicts with, or violations of, organizational documents or other obligations as a result of the merger;
required governmental and third-party approvals;

timely filing, accuracy and completeness of reports filed with the SEC, FDIC and other regulatory entities;
information to be supplied for inclusion in this document;

the absence of undisclosed liabilities;

insurance coverages;

validity of, and the absence of defaults under, material contracts;

the absence of material changes or events since December 31, 2003;

compliance with applicable law including lending laws and regulations;

tax matters;

legal proceedings; and

environmental matters.

Humboldt made additional representations and warranties to Umpqua regarding, among other things, its:

employee benefits and its relationship with its employees;

intellectual property;

no broker s or finder s fees except for fees and costs of Keefe, Bruyette & Woods, Inc.
real property;
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outstanding commitments.
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Covenants and Other Agreements

Conduct of Business Pending the Merger
Umpqua and Humboldt have agreed that, prior to the effective date, except with the consent of the other party, each will:

continue to conduct its business only in the ordinary course;

use reasonable efforts to preserve its present business organization, retain its employees, and preserve the goodwill of all customers and
other persons with whom it has business dealings;

timely file all governmental reports;
timely file tax returns and pay taxes;
use reasonable efforts to apply for and receive all approvals required for completion of the merger;
call a special meeting of shareholders to vote on the merger; and
provide access to the other party to its premises, books, files and records.
Umpqua and Humboldt are specifically permitted to pay regular quarterly cash dividends in accordance with past practice. Umpqua is also
permitted to repurchase up to 1,000,000 shares of Umpqua common stock in accordance with its share repurchase program undertaken in

compliance with SEC Rule 10b-18 and Regulation M. Umpqua has agreed to suspend repurchases during the period beginning one day before
this document is mailed to shareholders and ending upon the closing of the merger.

Additional Covenants of Humboldt
Humboldt has also specifically agreed to:

promptly pay all accounts payable upon receipt of billings including legal, financial advisory and accounting services;
deliver board minutes and committee reports to Umpqua;

approve the plan of merger for Humboldt Bank and Umpqua Bank;

charge off all loans deemed to be uncollectible prior to the closing;

maintain, at the closing date of the merger, a loan loss reserve of not less than 1.70% of the total lease and loan receivables;
notify Umpqua of renewals or modifications of loans to borrowers on Humboldt s watch list;

notify Umpqua of commitments or modifications to agreements or arrangements, which alone or together with all similar arrangements
exceeds $250,000, with any director or officer of Humboldt or Humboldt Bank; and

provide all information necessary to prepare this document.

Additional Covenants of Umpqua
Umpqua has also specifically agreed to:
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register shares of Umpqua common stock to be issued to Humboldt shareholders and file a listing application with the Nasdaq National
Market System covering such securities;

take all actions necessary to appoint the four Humboldt directors to its board following completion of the merger;

indemnify and hold harmless, to the fullest extent permitted under applicable law, Humboldt s present and former directors and employees
with a position of Senior Vice President and higher at Humboldt
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or a Humboldt subsidiary against costs or expenses incurred in connection with a claim arising out of matters occurring prior to the
completion of the merger; and

maintain Humboldt s existing officers and directors liability insurance for a period of three years following completion of the merger, or if
the cost of such insurance exceeds $300,000, then for such period that can be purchased for $300,000.

Negative Covenants
Umpqua and Humboldt have agreed that, without the consent of the other party, neither party will:

amend its articles of incorporation or bylaws or its respective subsidiaries articles or bylaws;
declare any dividend other than regular quarterly cash dividends in accordance with past practice;
redeem, repurchase or otherwise acquire its stock other than pursuant to Umpqua s share repurchase program;

engage in any activity outside the ordinary course of business that could reasonably be expected to have a material adverse effect on their
respective businesses;

knowingly violate any applicable law or regulation;
act in a manner that causes it to fail to comply with regulatory orders or permits;
violate, default or breach any contract or agreement that is material to its business; or

take any action that would prevent the merger from qualifying as a reorganization within the meaning of Section 368(a) of the Internal
Revenue Code.
In addition, Humboldt has agreed, without first obtaining the consent of Umpqua, not to:

adopt any unusual or novel management, lending, personnel, accounting, marketing or investment policies or otherwise materially change
its business practices;

commit to any shareholder distributions other than ordinary quarterly cash dividends in accordance with past practices;
borrow funds outside the ordinary course of its business;

sell or lease property or assets outside the ordinary course of its business;

increase compensation payable to any officer, director, employee or agent, other than:

annual salary and bonus increases made in the ordinary course of business not exceeding 5% in the aggregate or 6% for any individual
employee;

merit increases in the ordinary course of business consistent with past practices; or
in connection with retail incentive bonuses awarded, in a manner consistent with past practices.

enter into any employment contract for a period greater than 30 days or providing for severance payments upon termination of
employment or upon the occurrence of any other event;

make or commit to any stay, retention or conversion bonus except as may be agreed to by Umpqua;
make any material change in any employee benefit plan;
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acquire control or ownership interests in any other corporation or other entity except in the ordinary course of business through foreclosure
or transfer in lieu of foreclosure;

make any payment in excess of $250,000 in settlement of any pending or threatened legal proceeding;

engage in any activity that would result in the breach of any representation or warranty under the merger agreement or the failure of a

condition of closing within Humboldt s control;
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acquire, open or close any office or branch;
make any capital expenditures in excess of $250,000;
make, renew or materially modify any loan or series of loans or commitments over $3,500,000;

extend the maturity of any loan risk-rated substandard or worse beyond March 31, 2005 or six months following the effective date of the
merger, whichever is later;

extend the maturity of any loan on non-accrual beyond December 31, 2004 or three months following the effective date of the merger,
whichever is later; or

sell investment securities at a gain except as necessary to provide liquidity, in accordance with past practices.

Affiliate Agreements
Humboldt has agreed to deliver to Umpqua agreements signed by each of its affiliates requiring each such person to dispose of his or her
shares of an Umpqua common stock acquired in the merger only in compliance with the Securities Act of 1933.

Employment Matters
Umpqua entered into employment agreements with Mr. Daugherty and Mr. Rusnak, to be effective after the merger. See The Merger
Interests of Humboldt Directors and Officers in the Merger.

Umpqua has agreed to provide Humboldt employees who become Umpqua employees with compensation and benefits packages and
employment terms no less favorable, in the aggregate, than those made available to Umpqua and Umpqua Bank employees of similar tenure and
with similar responsibilities. For purposes of vacation benefits and participation in Umpqua bonus plans, profit sharing plans and arrangements,
or similar benefits, Humboldt employees will receive credit for their prior service with Humboldt. Humboldt employees will be entitled to
participate in Umpqua bonus compensation plans and awards following the effective date of the merger. In addition, Humboldt employees will
receive benefits under Humboldt bonus and retirement plans for 2003.

No Solicitation

The merger agreement provides that neither Humboldt, Humboldt Bank nor their officers, directors or agents may initiate contact with any
person or entity in an effort to solicit a merger, acquisition proposal or similar transaction with a party other than Umpqua. Humboldt may not
provide non-public information to any other person in connection with a possible alternative transaction, except to the extent specifically
authorized by its board of directors in the good faith exercise of its fiduciary duties based upon advice of its legal counsel. Humboldt must notify
Umpqua if it receives any alternative acquisition proposal.

Conditions to Complete the Merger

The merger is subject to conditions set forth in the merger agreement. In the event the merger has not been completed by October 31, 2004,
or Humboldt or Umpqua shareholders have not approved the merger by September 30 2004, either party may terminate the merger agreement.
See The Merger Agreement Termination below.

The merger can only occur if:

each of Humboldt s and Umpqua s shareholders approve the merger agreement; and

Umpqua and Humboldt procure all required regulatory consents, orders and approvals, and satisfy legal requirements of regulators
including the Federal Reserve Board, the FDIC, the Director of the Oregon Department of Consumer and Business Services, and the
California Department of Financial Institutions.

Table of Contents 84



Edgar Filing: UMPQUA HOLDINGS CORP - Form S-4

51

Table of Contents

85



Edgar Filing: UMPQUA HOLDINGS CORP - Form S-4

Table of Contents

Umpqua has filed applications or waiver requests with all regulatory agencies and expects to receive the necessary approvals in due course.

Each party s respective obligations are conditioned on satisfaction by the other party of its obligations under the merger agreement and the
above-mentioned conditions. The following additional conditions must be satisfied, or waived where permissible, and events must occur before
the parties will be obligated to complete the merger:

the representations and warranties given by each party are true in all material respects as of the effective date of the merger;

each party has received an opinion from their respective financial advisors, updated immediately before this document is mailed to
shareholders, to the effect that the consideration to be paid, in the case of Umpqua, or the exchange ratio, in the case of Humboldt, is fair to
shareholders from a financial point of view;

each party has received an opinion of Foster Pepper Tooze LLP as to the tax treatment of the merger;
each party has complied in all material respects with its covenants in the merger agreement;
there has been no material adverse change in the business or financial condition of either party since December 31, 2003;

each party has received a certificate of the other party s President and Chief Financial Officer certifying the fulfillment of conditions to
completion of the merger;

there are no actions or proceedings commenced or threatened against any party to restrain, prohibit or invalidate the merger or restrict the
operations of the business of the parties;

there is no banking moratorium or other suspension of payment by banks in the United States; and

the SEC issues an order of registration relating to the shares of Umpqua common stock to be issued in the merger to Humboldt
shareholders.

Waiver of Conditions
The merger agreement provides that Humboldt or Umpqua may waive any condition precedent to its own obligations under the merger

agreement, including any default in the performance of any obligation of the other party, and may waive the time for compliance or fulfillment
of any obligation of the other party, provided that such a waiver is permitted by law.

Amendment

The merger agreement may be amended at any time prior to the effective date upon approval of each party s board of directors, except that
amendments that increase the amount or modify the form of consideration to be received by the Humboldt shareholders must be approved by
Umpqua shareholders and amendments that decrease the amount or modify the form of consideration to be received by the Humboldt
shareholders must be approved by Humboldt shareholders.

Termination

The merger agreement may be terminated, and the merger abandoned, at any time prior to the effective date:

by the mutual consent of both Humboldt and Umpqua for any reason;
by either Humboldt or Umpqua if shareholders of Humboldt or Umpqua shall not have approved the merger prior to September 30, 2004;

by either Humboldt or Umpqua any time after October 31, 2004, if the merger has not been consummated by that date through no fault of
the terminating party;
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by either Humboldt or Umpqua in the event of a material misrepresentation or material breach by the other party of its representations,
warranties, covenants or agreements contained in the merger agreement; or

by Humboldt upon a determination by its board of directors that such action is required in order for the directors to comply with their
fiduciary duties.

Effect of Termination

If the merger agreement is terminated by the mutual consent of both parties, or either party terminates because the merger has not been

completed by October 31, 2004, through no fault of the terminating party, the merger agreement will be void and neither party will have any
liability as a result of the termination.

Humboldt must pay Umpqua s reasonable expenses up to $500,000 if:

either party terminates the merger agreement due to the failure of Humboldt s shareholders to approve the merger by September 30, 2004
(provided that no failure or any covenant, condition, representation or warranty on the part of Umpqua shall have contributed to the failure
of Humboldt s shareholders to approve the merger);

Umpqua terminates the merger agreement due to Humboldt s material misrepresentation or breach; or

Humboldt terminates the merger agreement pursuant to a determination by its board that such action is required in order for the directors to
comply with their fiduciary duties.

Umpqua must pay Humboldt s reasonable expenses up to $500,000 if:

either party terminates the merger agreement due to the failure of Umpqua s shareholders to approve the merger by September 30, 2004,
provided that no failure of any covenant, condition, representation or warranty on the part of Humboldt shall have contributed to the failure
of Umpqua s shareholders to approve the merger; or

Humboldt terminates the merger agreement due to Umpqua s material misrepresentation or breach.

In addition, if either Umpqua or Humboldt terminates the merger agreement as a result of the other party s willful failure to comply with any
of such party s material covenants in the agreement, the breaching party will pay the terminating party an additional $3.5 million.

Humboldt must pay a $10 million termination fee (less any amounts already paid) to Umpqua if Humboldt terminates the merger agreement
and enters into an alternative acquisition transaction prior to December 31, 2005 and the alternative acquisition transaction had been proposed
prior to or at the time of Humboldt s special shareholder meeting concerning the merger with Umpqua, provided that Umpqua must have
complied with its covenants in the merger agreement and must have satisfied certain of its conditions to the closing of the merger. If, in
connection with the termination of the merger agreement, Humboldt pays any of Umpqua s expenses or pays the additional $3.5 million to
Umpqua as a result of Humboldt s material breach of the agreement, the $10 million termination fee will be reduced by such payments.

If Umpqua receives a $10 million termination fee it will waive its rights to exercise its option under the stock option agreement. See
Umpqua Stock Option Agreement .

Expenses

The merger agreement provides, in general, that each party will pay its own expenses in connection with the merger, including fees and
expenses of its own financial and other consultants, accountants and legal counsel except under termination events as discussed above. Upon
completion of the merger, other expenses, including severance payments, will be paid by Umpqua.
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UMPQUA STOCK OPTION AGREEMENT

At the time the parties signed the merger agreement, Humboldt and Umpqua executed a stock option agreement pursuant to which
Humboldt granted to Umpqua an option to purchase, under specified conditions, 3,022,666 authorized but unissued shares of Humboldt common
stock, which represent approximately 19.8% of the shares of Humboldt common stock currently outstanding. The number of shares and the
option price under the stock option agreement would be proportionately adjusted in the event of any stock dividends, split-ups, mergers,
recapitalizations, combinations, subdivisions, conversions, exchanges of shares, or the like, relating to Humboldt. The parties entered into the
stock option agreement to increase the likelihood that the merger will be consummated by making it more difficult and more expensive for
another person to control or acquire Humboldt. The stock option agreement gives Umpqua the right to purchase the shares at a price of
$18.00 per share in cash. The number of shares to which Umpqua is entitled under this stock option may be reduced so that the cash benefit from
exercising the options together with any termination fee paid to Umpqua does not exceed $13,400,000.

Umpqua could exercise the option in whole or in part, subject to regulatory approval and certain notice requirements, if:

Humboldt enters into an agreement, or its board recommends to its shareholders or enters into an agreement other than the merger
agreement with Umpqua, pursuant to which any entity, person or group would:

merge or consolidate with Humboldt and Humboldt shareholders would hold less than 50% of the stock of the surviving entity;
acquire 50% or more of the assets or liabilities of Humboldt or Humboldt Bank; or
purchase or otherwise acquire securities representing 50% or more of the voting shares of Humboldt or Humboldt Bank;

any person (other than Umpqua or any of its affiliates who does not own, as of the date of the stock option agreement, 10% of Humboldt)
acquires beneficial ownership of Humboldt securities which, when aggregated with all other Humboldt securities owned by such person,
represents 15% or more of the voting securities of Humboldt (or 25% or more if the transaction does not result in and is not presumed to
constitute control , as defined under Section 7(j)(1) of the Federal Deposit Insurance Act or the Federal Reserve Board determines pursuant
to 12 CFR § 225.41(c)(2) that a presumption of control does not exist with respect to the transaction); or

Humboldt s board fails to recommend or withdraws its prior recommendation of the merger for any reason other than:
withdrawal by KBW of its fairness opinion where such withdrawal is for reasons other than an alternative acquisition proposal;
termination of the merger agreement by mutual consent of both parties;

termination of the merger agreement because Umpqua s and Humboldt s shareholders have not approved the merger by September 30,
2004 unless Humboldt enters into an alternative acquisition proposal prior to December 31, 2005 that had been publicly announced
prior to the Humboldt shareholder meeting relating to the merger with Umpqua or enters into an alternative acquisition proposal within
six months after termination of the merger agreement;

termination of the merger agreement because the merger has not become effective by October 31, 2004;

termination by Humboldt because of a material breach or material misrepresentation by Umpqua not cured within 30 days;
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the shareholders of Humboldt fail to approve the merger after any person:
announces publicly or communicates in writing an alternative acquisition transaction; or

publicly communicates an intention to acquire 50% or more of the voting shares of Humboldt or elect a majority of its board of
directors from persons who are not presently directors of Humboldt.

Umpqua cannot exercise the stock option if:

any applicable and required governmental approvals have not been obtained with respect to the option;
at the time of exercise Umpqua or Umpqua Bank is failing in any material respect to perform under the merger agreement; or

Umpqua elects to receive the $10 million termination fee provided for in the merger agreement; see The Merger Termination.
INFORMATION ABOUT UMPQUA

Umpqua is an Oregon corporation formed in March 1999 and headquartered in Portland, Oregon. At that time, Umpqua acquired all of the
outstanding shares of South Umpqua Bank, an Oregon state-chartered bank formed in 1953. South Umpqua Bank became Umpqua Bank in
December 2000 and is headquartered in Roseburg, Oregon. Umpqua became a financial holding company in March 2000 under the
Gramm-Leach-Bliley Act.

Through a succession of mergers with VRB Bancorp, Linn Benton Bank and Independent Financial Network, Inc. in 2000 and 2001,
Umpqua expanded its footprint in southern Oregon, the Oregon coast and north along the I-5 corridor in the Willamette Valley. On
November 15, 2002, Umpqua completed a merger with Centennial Bancorp, the holding company of Centennial Bank. Centennial Bank
operated 22 branches in Eugene, Springfield, Cottage Grove, and Salem, Oregon, and in the Portland, Oregon metropolitan area including
Vancouver, Washington. The Centennial merger increased assets by about $840 million and Umpqua successfully integrated Centennial into its
operations during 2003.

Umpqua engages primarily in the business of commercial and retail banking and the delivery of retail brokerage services. Umpqua provides
a wide range of banking, asset management, mortgage banking and other financial services to corporate, institutional and individual customers
through its wholly owned banking subsidiary Umpqua Bank. Umpqua engages in the retail brokerage business through its wholly owned
subsidiary Strand, Atkinson, Williams & York, Inc. ( Strand Atkinson ). Umpqua also has five subsidiaries formed for the sole purpose of issuing
trust preferred securities.

Umpqua Bank is one of the most innovative community banks in the United States, combining a retail product delivery approach with an
emphasis on quality-assured personal service. Umpqua Bank is the largest community bank in the state of Oregon, currently operating 64 stores
in Benton, Clackamas, Coos, Curry, Douglas, Jackson, Josephine, Lane, Lincoln, Linn, Marion, Multnomah and Washington Counties in Oregon
and in Clark County, Washington. At December 31, 2003, Umpqua Bank had assets of over $2.9 billion and deposits of approximately
$2.4 billion.

Since 1995, Umpqua Bank transformed from a traditional community bank into a community-oriented financial services retailer by
implementing a variety of retail marketing strategies to increase revenue and differentiate itself from its competition.

Strand Atkinson is a registered broker-dealer and investment advisor with offices in Portland, Salem, Eugene, Roseburg and Medford,
Oregon, and Kalama, Washington, and offers a full range of investment products and services including:

Stocks

Fixed Income Securities (municipal, corporate and government bonds, CDs, money market instruments)
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Mutual Funds

Annuities

Options

Retirement Planning

Money Management Services

Life Insurance, Disability Insurance and Medical Supplement Policies

Umpqua s objective is to become the leading community-oriented financial services retailer throughout the Pacific Northwest including
Northern California. It plans to expand its market from Seattle to Sacramento, primarily along the I-5 corridor.

INFORMATION ABOUT HUMBOLDT

Company History

Humboldt s principal subsidiary, Humboldt Bank, was founded as a community-oriented bank in Eureka, California in 1989. Although the
bank grew in terms of assets, deposits and profitability during the early 1990s, the limited population and economic growth prospects for
Humboldt County placed significant constraints on future growth potential of the bank. In light of these limitations, Humboldt entered into
several non-traditional businesses during the 1990s, including merchant bankcard processing, ATM funding and small-ticket leasing. Humboldt
also expanded its community bank business during the 1990s by purchasing branches of other financial institutions and the formation of a de
novo bank in Roseville, California (Capitol Valley Bank) and continued in 2000 and 2001 with the acquisitions of Capitol Thrift & Loan and
Tehama Bancorp, respectively.

During 2001, Humboldt initiated the wind-down of its leasing subsidiary and incurred an after-tax loss of approximately $14 million in
connection with the discontinuation of leasing operations. Also, during 2001, Humboldt decided to exit the ATM funding business after
incurring a theft-related after-tax loss of approximately $850,000.

In April 2002, Robert M. Daugherty was appointed as president and chief executive officer of Humboldt, replacing Theodore S. Mason,
who retired. Prior to his retirement, Mr. Mason had initiated a strategic review of Humboldt s operations and business. The review, which was
completed in June 2002, resulted in a recommendation that Humboldt return its focus to community banking and exit its sole remaining
non-traditional business line, merchant bankcard processing.

Although Humboldt s merchant bankcard operation had grown significantly since inception and was a significant component of Humboldt s
net income, Humboldt s board of directors unanimously agreed that a plan to return to a community banking focus was in the best long-term
interests of Humboldt s shareholders. In June 2002, Humboldt engaged an investment banking firm to facilitate the sale of its merchant bankcard
operations. This process was concluded on March 13, 2003. Humboldt recognized an after-tax gain on the sale of $17.3 million during the first
quarter of 2003. In January 2004, Humboldt completed its acquisition of California Independent Bancorp, the holding company for Feather
River State Bank.

Business of Humboldt

Humboldt is a California corporation registered under the Bank Holding Company Act of 1956. Humboldt s principal operating subsidiary is
Humboldt Bank, which was founded in 1989 and operates under a charter issued by the State of California. During 2002, Humboldt merged
three of its subsidiaries, Tehama Bank, Capitol Valley Bank and Capitol Thrift & Loan into Humboldt Bank. In March 2004, Humboldt merged
Feather River State Bank into Humboldt Bank. Humboldt also has five subsidiaries formed for the sole purpose of issuing trust preferred
securities. Humboldt Bank has one subsidiary, HB Investment Trust, which was formed in December 2001 as a real estate investment trust
organized under the laws of the State of
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Maryland. Humboldt Bank owns all of the outstanding common stock of HB Investment Trust and is the sole contributor of real estate assets.

Humboldt Bank has nine full-service branches, located in Eureka (two branches), Fortuna, Arcata, McKinleyville, Willow Creek,
Weaverville, Garberville and Ukiah. Capitol Valley Bank, which operates as a division of Humboldt Bank, has two full-service branches located
in Roseville and one in Napa. Feather River State Bank, which operates as a division of Humboldt Bank, has eight full-service branches, located
in Yuba City, Marysville, Colusa, Arbuckle, Wheatland, Woodland and Lincoln. Tehama Bank, which operates as a division of Humboldt Bank,
has seven full-service branches, located in Chico (two branches), Los Molinos, Orland, Red Bluff, Redding and Willows. Humboldt Bank and its
divisions serve 13 California counties: Butte, Colusa, Glenn, Humboldt, Mendocino, Napa, Placer, Shasta, Sutter, Tehama, Trinity, Yolo and
Yuba.

As of December 31, 2003, Humboldt had total consolidated assets of approximately $1.04 billion, total loans of approximately
$765 million, total deposits of approximately $823 million and total shareholders equity of approximately $96.9 million. As of December 31,
2003, Humboldt on a consolidated basis had a total of 377 full time equivalent employees.

As of December 31, 2003, California Independent Bancorp had total consolidated assets of approximately $401 million, total loans of
approximately $202 million and total deposits of approximately $342 million.

Additional information with respect to Humboldt and California Independent Bancorp is included in the documents incorporated by
reference into this proxy statement-prospectus. See  Where You Can Find More Information.

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The following unaudited pro forma condensed combined financial information and explanatory notes give effect to the merger of Umpqua
and Humboldt on a purchase accounting basis. The unaudited pro forma condensed combined balance sheet assumes the merger took place on
December 31, 2003. The unaudited pro forma condensed combined statement of income assumes the merger was consummated as of the
beginning of the period presented. The pro forma financial statements also include the pro forma effect of Humboldt s merger with California
Independent Bancorp, which was effected in January 2004.

These unaudited pro forma condensed combined financial statements are derived from and should be read in conjunction with the historical
consolidated financial statements and the related notes thereto of Umpqua, Humboldt and California Independent Bancorp incorporated by
reference into this joint proxy statement prospectus. See Incorporation of Documents by Reference.

The unaudited pro forma condensed combined statement of income is not necessarily indicative of operating results which would have been
achieved had the merger been consummated as of the beginning of the period presented and should not be construed as representative of future
operations.

The unaudited pro forma condensed combined financial information has been prepared under the purchase method of accounting and is
based on the historical consolidated financial statements of Umpqua, Humboldt and California Independent Bancorp. Certain amounts in the
historical consolidated financial statements of Humboldt and California Independent Bancorp have been reclassified to conform to Umpqua s
historical consolidated financial presentation. Discontinued operations of Humboldt have been excluded. The unaudited pro forma condensed
combined financial information includes estimated adjustments to record the assets and liabilities of Humboldt at their respective fair values and
represents management s estimates based on available information. The pro forma adjustments may be revised as additional information becomes
available and as additional analyses are performed. The final allocation of the purchase price will be determined after the merger is completed
and after completion of a final analysis to determine the fair values of Humboldt s tangible, and identifiable intangible, assets and liabilities as of
the completion date. The final purchase accounting adjustments and integration charges may be different from the pro forma adjustments
presented in this document. Increases or decreases in the fair value of the net assets, commitments, executory contracts and other items of
Humboldt as compared to the information shown in this document may change
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the amount of the purchase price allocated to goodwill and other assets and liabilities and may impact the statement of income due to
adjustments in yield or amortization of the adjusted assets or liabilities. These estimates are forward-looking. Results could vary materially from
these estimates if future developments differ from the assumptions used by management to determine the estimates. For additional factors that
may cause actual results to differ, see Risk Factors on page

Merger and Integration Costs

In connection with the Umpqua/ Humboldt merger, the combined company expects to incur pre-tax merger-related costs of $11.0 million,
the majority of which is expected to be capitalized in the purchase price.

These amounts, net of tax, have been reflected in the unaudited pro forma condensed combined balance sheet as of December 31, 2003.
These adjustments are not reflected in the unaudited pro forma condensed combined statements of income, as they are not expected to have a
continuing impact on Umpqua. These amounts will be recorded in Umpqua s future financial statements in accordance with accounting principles
generally accepted in the United States.

Capital

In conjunction with the transaction, it is assumed Umpqua will exchange one share of Umpqua stock for each share of common stock of
Humboldt. The common stock has been adjusted to reflect the cancellation of Humboldt s common stock with the closing of the transaction and
the value of Umpqua stock to be issued, with additional adjustments for the fair value of stock options that Umpqua will assume, unvested stock
option costs and certain merger costs to be capitalized in goodwill.

Operating Costs Savings and Revenue Enhancements

Umpqua expects to achieve pre-tax cost savings and revenue enhancements of 20% of Humboldt s non-interest expense through
consolidation of data processing and back office functions, and reduced professional fees. No adjustment has been included in the unaudited pro
forma condensed combined financial information for the anticipated cost savings or revenue enhancements. There can be no assurance that the
cost savings or revenue enhancements will be achieved in the amounts or at the times anticipated.
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UMPQUA/ HUMBOLDT

UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET

The following unaudited pro forma condensed balance sheet combines the historical balance sheets of Umpqua, Humboldt and California
Independent Bancorp assuming the companies had been combined on December 31, 2003, on a purchase accounting basis.

Cash and balances due
from banks

Fed funds sold and
interest-bearing deposits
Investment securities
held to maturity
Investment securities
available for sale
Trading account assets
Mortgage loans held for
sale

Loans and leases
receivable

Less: Allowance for
loan and lease losses
Premises and
equipment, net
Mortgage servicing
rights, net

Goodwill and other
intangibles

Other assets

Total assets

Non-interest bearing
deposits
Interest bearing deposits

Total deposits
Borrowed funds
Junior subordinated
debentures

Other liabilities

Total liabilities

Stock and surplus
Retained earnings
Accumulated other
comprehensive income
(loss)

Total shareholders
equity
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December 31, 2003
Umpqua California Pro Forma
Holdings Humboldt Independent Pro Forma Humboldt Pro Forma Pro Forma
Corporation Bancorp Bancorp Adjustments Bancorp Adjustments Combined
(Dollars in thousands)
$ 103,565 $ 31,596 $ 20455 $ (8,301)(al) $ 43,750 $ $ 147,315
30,441 26,365 20,005 (26,365)(al) 20,005 50,446
14,612 3,795 42(a2) 3,837 18,449
501,904 161,899 136,888 298,787 800,691
1,265 1,265
37,798 37,798
2,003,587 765,454 202,019 1,080(a2) 968,553 4,985(a2) 2,977,125
(25,352) (12,206) 4,511) (16,717) (42,069)
63,328 19,872 6,174 1,087(a2) 27,133 5,000(a2) 95,461
10,608 10,608
159,585 5,126 60,475(a3) 65,601 208,445(a4) 433,631
62,474 46,455 16,567 1,892(a2) 64,914 3,360(as5) 130,748
$2,963,815 $1,044,561 $401,392 $ 29,910 $1,475,863 $221,790 $4,661,468
I I I I I I I
$ 589,901 $ 166,229 $ 89,772 $ $ 256,001 $ $ 845,902
1,788,291 656,471 252,083 2,156(a2) 910,710 1,934(a2) 2,700,935
2,378,192 822,700 341,855 2,156 1,166,711 1,934 3,546,837
138,531 61,297 15,000 783(a2) 77,080 664(a2) 216,275
97,941 48,611 10,310 58,921 10,079(a2) 166,941
30,182 15,057 5,391 2,816(a6) 23,264 10,980(a6) 64,426
2,644,846 947,665 372,556 5,755 1,325,976 23,657 3,994,479
230,773 58,900 21,035 31,956(a7) 111,891 236,129(a8) 578,793
89,058 35,789 7,603 (7,603)(a9) 35,789 (35,789)(a9) 89,058
(862) 2,207 198 (198)(a9) 2,207 (2,207)(a9) (862)
318,969 96,896 28,836 24,155 149,887 198,133 666,989
95
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Total liabilities and

shareholders equity $2,963,815 $1,044,561 $401,392 $ 29,910 $1,475,863 $221,790 $4,661,468
I I I I I I I
See notes to Unaudited Pro Forma Condensed Combined Financial Information
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UMPQUA/ HUMBOLDT

UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF INCOME

The following unaudited pro forma condensed combined statement of income combines the historical statements of income of Umpqua,
Humboldt and California Independent Bancorp assuming the companies had been combined on January 1, 2003, on a purchase accounting basis.

For the Twelve Months Ended December 31, 2003

Umpqua California Pro Forma
Holdings Humboldt Independent Pro Forma Humboldt Pro Forma Pro Forma
Corporation Bancorp Bancorp Adjustments Bancorp Adjustments Combined
(Dollars in thousands except per share data)
Interest income $142,132 $61,347 $20,017 $(358)(bl) $81,006 $(1,512)(bl) $221,626
Interest expense 28,860 14,088 5,359 (594)(bl) 18,853 (2,484)(b1) 45,229
Net interest income 113,272 47,259 14,658 236 62,153 972 176,397
Provision for credit
losses 4,550 1,523 (690) 833 5,383
Non-interest income 39,043 9,048 2,002 11,050 50,093
Non-interest expense 93,187 40,365 12,163 748(b2) 53,276 (19)(b3) 146,444
Merger expense 2,082 195 483 678 2,760
Income before
provision for income
taxes 52,496 14,224 4,704 (512) 18,416 991 71,903
Provision for income tax 18,377 3,992 1,636 (195) 5,433 357 24,167
Net income from
continuing operations 34,119 10,232 3,068 (317) 12,983 634 47,736
| | | L] | | |
Earnings per common
share (basic):
Net income from
continuing operations $ 121 $ 0383 $ 146 $ 0.85 $ 110
Earnings per common
share (diluted):
Net income from
continuing operations $ 119 $ 0.80 $ 140 $ 082 $ 107
See notes to Unaudited Pro Forma Condensed Combined Financial Information
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED
COMBINED FINANCIAL INFORMATION

Note 1 Basis of Presentation

The unaudited pro forma condensed combined balance sheet as of December 31, 2003 is presented as if the Umpqua/ Humboldt and the
Humboldt/ California Independent Bancorp mergers were consummated on that date. The unaudited pro form condensed combined statement of
income for the year ended December 31, 2003 is presented as if the mergers had occurred at the beginning of the period.

Note 2 Merger-Related Costs and Expenses

The table below reflects Umpqua s and Humboldt s current estimates, for pro forma presentation purposes, of the merger-related costs
incurred or expected to be incurred with respect to the Humboldt/ California Independent Bancorp and the Umpqua/ Humboldt mergers:

Humboldt/ Umpqua/
CIB Humboldt

(In thousands)

Employee severance and continuation costs $1,340 $ 5,200
Investment banking and other professional fees 680 3,900
Contract termination fees and other costs 80 1,900
Total merger costs 2,100 11,000
Less estimated tax (benefit) (575) (2,800)
Merger-related costs after tax $1,525 $ 8,200

I I

Many of the cost estimates, particularly for the Umpqua/ Humboldt merger, are forward-looking. The type and amount of actual costs could
vary from these estimates if future developments differ from the assumptions used by management to determine the current estimate of
merger-related costs. For additional factors that may cause actual results to differ, see Risk Factors on page

Note 3 Pro Forma Adjustments

Summarized below are the pro forma adjustments necessary to reflect the mergers based on the purchase method of accounting:

(al) Cash payment to California Independent Bancorp shareholders and option holders.

(a2) Fair value adjustments and deferred tax asset.
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED
COMBINED FINANCIAL INFORMATION (Continued)

(a3) New goodwill of $57.6 million and new core intangibles of $2.8 million. Estimated new goodwill consists of:

December 31, 2003

(in thousands, except per
share amounts)
California Independent Bancorp common stock outstanding 2,102 Shares
Less shares exchanged for cash (769)

California Independent Bancorp shares exchanged for Humboldt

common stock 1,332
Exchange Ratio 2.1965
Total Humboldt Common Stock issued 2,927 Shares
Fair value per Humboldt common share on measurement date
(12/29/03) $ 17.39
$50,895
Payment for shares exchanged for cash 29,847
Fair value of outstanding employee and non-employee stock options 2,096
Capitalized merger costs 2,172
Total purchase price $85,010
Net assets acquired
Pro Forma California Independent Bancorp stockholders equity $28,336
Less California Independent Bancorp merger expenses paid
subsequent to 12/31/03 471)
Less California Independent Bancorp stock options paid in cash,
net of tax (3,108)
Estimated adjustments to reflect assets acquired at fair value:
Securities 42
Loans and leases 1,080
Premises and equipment 1,087
Identified intangibles 2,890
Other assets 1,892
Estimated amounts allocated to liabilities assumed at fair value:
Deposits (2,156)
Long-term debt (783)
Other liabilities (1,884)
27,425
Goodwill resulting from the California Independent
Bancorp merger $57,585
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED
COMBINED FINANCIAL INFORMATION (Continued)

(ad) New goodwill of $269 million plus new core deposit intangible of $5.1 million, less existing pro forma Humboldt intangible assets.
Estimated new goodwill consist of:

December 31, 2003

(in thousands,
except per share

amounts)
Pro Forma Humboldt Bancorp common stock outstanding 15,095 Shares
Exchange Ratio 1.000
Total Umpqua Holdings Common Stock to be issued 15,095 Shares
Purchase price per Umpqua Holdings common share $21.42
$323,327
Fair value of outstanding employee and non-employee stock options 24,693
Total purchase price $348,020
Net assets acquired
Pro Forma Humboldt Bancorp stockholders equity $149,887
Pro Forma Humboldt Bancorp goodwill and intangible assets (65,601)
Estimated adjustments to reflect assets acquired at fair value:
Securities
Loans and leases 4,985
Premises and equipment 5,000
Identified intangibles 5,120
Other assets 3,360
Estimated amounts allocated to liabilities assumed at fair value:
Deposits (1,934)
Long-term debt (664)
Junior subordinated debentures (10,079)
Other liabilities (10,980)
79,094
Goodwill resulting from merger $268,926
I

(a5) Deferred tax asset adjustment related to pro forma adjustments.
(a6) Merger-related cost accrual and deferred tax liability.

(a7) Issuance of Humboldt common stock to California Independent Bancorp shareholders, less the elimination of California Independent
Bancorp common stock.

(a8) Remove pro forma Humboldt stock and surplus, add value of consideration paid via stock issuance from Umpqua.
(a9) Remove retained earnings and accumulated other comprehensive income.

(b1) Amortization or accretion of adjustments made to assets acquired and liabilities assumed to reflect fair value at the acquisition date.
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED
COMBINED FINANCIAL INFORMATION (Continued)

(b2) Core deposit intangible amortization of $576,000 and premises and equipment fair value adjustment amortization of $172,000. The
core deposit intangible will be amortized on a straight-line basis over its estimated useful life of 5 years.

(b3) Core deposit intangible amortization of $1,024,000 and premises and equipment fair value adjustment amortization of $167,000 less
existing pro forma Humboldt core deposit intangible amortization, and less Humboldt stock compensation expense of $634,000. The core
deposit intangible will be amortized on a double declining balance basis over 10 years.
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DESCRIPTION OF UMPQUA CAPITAL STOCK

In the merger, Humboldt shareholders will exchange their shares of Humboldt common stock for Umpqua common stock. The following
summarizes the material features of Umpqua common stock and is subject to the provisions of Umpqua s articles of incorporation and bylaws
and the relevant portions of the Oregon Business Corporation Act, or OBCA.

Description of Common Stock

Umpqua is authorized to issue of up to 100 million shares of common stock without par value and 2 million shares of preferred stock
without par value. As of [ , 2004], there were [ ] shares of common stock outstanding. Following the merger, a total of
approximately shares are expected to be outstanding. No preferred shares have been issued. The terms of the preferred stock are
not established in the articles of incorporation, but may be designated in one or more series by the board of directors when the shares are issued.
Umpqua s board of directors is authorized to issue or sell additional capital stock of Umpqua, at its discretion and for fair value, and to issue
future cash or stock dividends, without prior shareholder approval, except as otherwise required by law or the listing requirements of the Nasdaq
National Market.

A total of 2 million shares of common stock are reserved for issuance under Umpqua s 2003 Stock Incentive Plan. As of March 15, 2004,
there were a total of 1,795,700 shares in the plan available for future grants, of which 1,456,466 were immediately available for issuance.
Awards of stock options and restricted stock grants under the plan, when added to options under all other plans, are limited to a maximum 10%
of the outstanding shares on a fully-diluted basis. An additional shares are reserved for issuance under grants made under Umpqua s
2000 Stock Option Plan and other equity based award plans. Approximately [ ] additional Umpqua shares will be reserved for the
exercise of awards granted under Humboldt s stock incentive plans, which will be assumed by Umpqua.

Voting and Other Rights

Each outstanding share of common stock has the same relative rights as each other share of common stock, including rights to the net assets
of Umpqua upon liquidation. Each share is entitled to one vote on matters submitted to a vote of shareholders. A majority of the votes cast on a
matter is sufficient to take action upon routine matters. The affirmative vote of a majority of the outstanding shares is required to approve a
merger or dissolution or sale of all of Umpqua assets. In general, amendments to Umpqua s articles of incorporation must be approved by a
majority of the outstanding shares. The following amendments to Umpqua s articles of incorporation, however, require the approval of at least
75% of all votes entitled to be cast on the amendment:

number of directors;

classified board of directors;
removal of directors;

board vacancies;

limitation of director liability;
indemnification of directors; and

anti-takeover provisions.

Directors are elected by a plurality of the votes cast. Umpqua s directors are split into three classes, with elected directors generally serving
three-year terms. Holders of common stock may not cumulate votes in the election of directors. All issued and outstanding shares are, and all
shares to be issued to Humboldt shareholders pursuant to the merger will be, fully paid and non-assessable.
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In the event of Umpqua s liquidation, holders of Umpqua s common stock will be entitled to receive pro rata any assets legally available for
distribution to Umpqua shareholders, subject to any prior rights of any Umpqua preferred stock then outstanding.

Umpqua s common stock does not have any preemptive rights, sinking fund provisions, redemption privileges or conversion rights.
Umpqua s articles of incorporation permit the repurchase of outstanding shares of common stock.

Mellon Investor Services, LLC is the registrar and transfer agent for Umpqua s common stock.

Dividend Rights

Subject to any prior rights of any outstanding preferred stock, holders of Umpqua s common stock are entitled to receive dividends or
distributions, whether payable in cash or otherwise, as Umpqua s bo