Department of the Treasury

Form 5500 Annual Return/Report of Employee Benefit Plan OMB Nos. 1210-0110

This form is required to be filed for employee benefit plans under sections 104

1210-0089

Internal Revenue Service and 4065 of the Employee Retirement Income Security Act of 1974 (ERISA) and
Department of Labor sections 6047(e), 6057(b), and 6058(a) of the Internal Revenue Code (the Code). 20 15
Employee Bepefltg Security
Administration » Complete all entries in accordance with
Pension Benefit Guaranty Corporation the instructions to the Form 5500.
This Form is Open to Public
Inspection
Part 1 | Annual Report Identification Information

For calendar plan year 2015 or fiscal plan year beginning 01/01/2015 and ending  12/31/2015
A This return/report is for: |:| a multiemployer plan; D a multiple-employer plan (Filers checking this box must attach a list of

participating employer information in accordance with the form instructions); or

a single-employer plan; D a DFE (specify)
B This returnireport is: |:| the first return/report; D the final return/report;
|:| an amended return/report; D a short plan year return/report (less than 12 months).

C Ifthe plan is a collectively-bargained plan, check here. . . .............. ...

D Check box if filing under: D Form 5558; D automatic extension;
D special extension (enter description)

D the DFVC program;

Part Il Basic Plan Information—enter all requested information

1la Name of plan
SKAGIT BANK EMPLOYEES RETIREMENT PLAN

1b Three-digit plan

number (PN) » 002

1c Effective date of plan
09/01/1986

2a Plan sponsor’s name (employer, if for a single-employer plan)
Mailing address (include room, apt., suite no. and street, or P.O. Box)
City or town, state or province, country, and ZIP or foreign postal code (if foreign, see instructions)

SKAGIT BANCORP, INC.

P.O. BOX 285 301 E. FAIRHAVEN
BURLINGTON, WA 98233 BURLINGTON, WA 98233

2b Employer Identification
Number (EIN)
91-0681718

2C Plan Sponsor’s telephone
number
360-755-0411

2d Business code (see
instructions)
522110

Caution: A penalty for the late or incomplete filing of this return/report will be assessed unless reasonable cause is established.

Under penalties of perjury and other penalties set forth in the instructions, | declare that | have examined this return/report, including accompanying schedules,
statements and attachments, as well as the electronic version of this return/report, and to the best of my knowledge and belief, it is true, correct, and complete.

SIGN [Filed with authorized/valid electronic signature. 07/12/2016 CARLA TUCKER
HERE
Signature of plan administrator Date Enter name of individual signing as plan administrator
SIGN
HERE
Signature of employer/plan sponsor Date Enter name of individual signing as employer or plan sponsor
SIGN
HERE
Signature of DFE Date Enter name of individual signing as DFE

Preparer’'s name (including firm name, if applicable) and address (include room or suite number)

Preparer’s telephone number

For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500.

Form 5500 (2015)
v. 150123
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3a Plan administrator's name and address DSame as Plan Sponsor
SKAGIT BANCORP, INC.

3b Administrator's EIN
91-0681718

P.O. BOX 285
BURLINGTON, WA 98233

3C Administrator’s telephone
number
360-755-0411

4 If the name and/or EIN of the plan sponsor has changed since the last return/report filed for this plan, enter the name, 4b EIN
EIN and the plan number from the last return/report:
a Sponsor's name 4c PN
5  Total number of participants at the beginning of the plan year 5 ‘ 229
6  Number of participants as of the end of the plan year unless otherwise stated (welfare plans complete only lines 6a(1),
6a(2), 6b, 6¢, and 6d).
a(l) Total number of active participants at the beginning of the PIAN YEAK.............cc.cccvecveiveereerieeessseessessessessseseessessesssseesnend 6a(l) 175
a(2) Total number of active participants at the end 0f the PIAN YEAT ............cccveveivrurieeiecieeeeeeeeeeee s 6a(2) 174
b Retired or separated participants reCeIVING BENEFILS...........c..cvevevieeiiieeeeeeceeieeee ettt s et enes s 6b 1
C Other retired or separated participants entitled to fUtUre DENEFILS.........cc.eii i 6¢C 49
d  Subtotal. Add INES BA(2), B, AN BC. ..........evereeeeeeieeeeesieeeeeeeeeee e ee e ee e er s te et es et s e es e e et s e aneessteansenennssaeaeaesenesnenensenend 6d 224
€ Deceased participants whose beneficiaries are receiving or are entitled to receive benefits..........c.ccovviieniiiiiniiincnd 6e 0
f TOtAl. AQG INES BU NG BE. ....cvuveeeeeicercereieeee ettt e et s 88 6f 224
0 Number of participants with account balances as of the end of the plan year (only defined contribution plans
COMPIELE LIS TEEIM) ..ottt st ee et e ee et e e e e s e en e s s e s eneenese s s e eene st s e ene st eeeneeses s 69 222
h  Number of participants that terminated employment during the plan year with accrued benefits that were
1E5S thAN 100YH VESEM .....v.v.reeeeseesisestisesessesestessessessstssssssensssssssssenssesssssssanssesesssssansstansas et essnsstssnsessnsstanneetsnsstansetetsnsssanssesad 6h 5
7  Enter the total number of employers obligated to contribute to the plan (only multiemployer plans complete this item) 7
8a If the plan provides pension benefits, enter the applicable pension feature codes from the List of Plan Characteristics Codes in the instructions:
2E 2F 2G 23 2K 2T 3D
b If the plan provides welfare benefits, enter the applicable welfare feature codes from the List of Plan Characteristics Codes in the instructions:
9a Plan funding arrangement (check all that apply) 9b Plan benefit arrangement (check all that apply)
1) Insurance (1) Insurance
(2) Code section 412(e)(3) insurance contracts 2) Code section 412(e)(3) insurance contracts
?3) Trust 3) Trust
(4) General assets of the sponsor 4) General assets of the sponsor
10 cCheck all applicable boxes in 10a and 10b to indicate which schedules are attached, and, where indicated, enter the number attached. (See instructions)
a Pension Schedules b General Schedules
(1) R (Retirement Plan Information) o) H (Financial Information)
2) D MB (Multiemployer Defined Benefit Plan and Certain Money 2) I (Financial Information — Small Plan)
Purchase Plan Actuarial Information) - signed by the plan 3 _0 A (Insurance Information)
actuary 4) C (Service Provider Information)
(3) D SB (Single-Employer Defined Benefit Plan Actuarial (5) D (DFE/Participating Plan Information)
Information) - signed by the plan actuary (6) G (Financial Transaction Schedules)
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Part Ill | Form M-1 Compliance Information (to be completed by welfare benefit plans)
11a If the plan provides welfare benefits, was the plan subject to the Form M-1 filing requirements during the plan year? (See instructions and 29 CFR
2520.101-2.) coooevrneeereeiineieeie e e [] yes [] No

If “Yes” is checked, complete lines 11b and 11c.

11b Is the plan currently in compliance with the Form M-1 filing requirements? (See instructions and 29 CFR 2520.101-2.) ........... D Yes |:| No

11c Enter the Receipt Confirmation Code for the 2015 Form M-1 annual report. If the plan was not required to file the 2015 Form M-1 annual report,
enter the Receipt Confirmation Code for the most recent Form M-1 that was required to be filed under the Form M-1 filing requirements. (Failure
to enter a valid Receipt Confirmation Code will subject the Form 5500 filing to rejection as incomplete.)

Receipt Confirmation Code




H H H OMB No. 1210-0110
SCHEDULE C Service Provider Information °
(Form 5500)
Department of the Treasury This schedule is required to be filed under section 104 of the Employee 2015
Internal Revenue Service Retirement Income Security Act of 1974 (ERISA).
Department of Labor .
Employee Ber?efits Security Administration b File as an attachment to Form 5500. This Form is Open to Public
Pension Benefit Guaranty Corporation Inspectlon )
For calendar plan year 2015 or fiscal plan year beginning 01/01/2015 and ending  12/31/2015
A Name of plan B Three-digit
SKAGIT BANK EMPLOYEES RETIREMENT PLAN

plan number (PN) 4 002

C Plan sponsor’s name as shown on line 2a of Form 5500

D Employer Identification Number (EIN)
SKAGIT BANCORP, INC.

91-0681718

Part | |[Service Provider Information (see instructions)

You must complete this Part, in accordance with the instructions, to report the information required for each person who received, directly or indirectly, $5,000
or more in total compensation (i.e., money or anything else of monetary value) in connection with services rendered to the plan or the person's position with the

plan during the plan year. If a person received only eligible indirect compensation for which the plan received the required disclosures, you are required to
answer line 1 but are not required to include that person when completing the remainder of this Part.

1 Information on Persons Receiving Only Eligible Indirect Compensation
a Check "Yes" or "No" to indicate whether you are excluding a person from the remainder of this Part because they received only eligible
indirect compensation for which the plan received the required disclosures (see instructions for definitions and conditions).. . .. ........... Yes D No

b If you answered line 1a “Yes,” enter the name and EIN or address of each person providing the required disclosures for the service providers who
received only eligible indirect compensation. Complete as many entries as needed (see instructions).

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

MATRIX TRUST COMPANY 2800 NORTH CENTRAL AVENUE, STE 900
PHOENIX, AZ 85004

75-3182674

(b) Enter name and EIN or address of person who provided you disclosure on eligible indirect compensation

NORTHWEST PLAN SERVICES, INC. 5446 CALIFORNIA AVENUE SW, STE 200
SEATTLE, WA 98136

91-2090931

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500 Schedule C (Form 5500) 2015

v.150123
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(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation
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2. Information on Other Service Providers Receiving Direct or Indirect Compensation. Except for those persons for whom you
answered “Yes” to line 1a above, complete as many entries as needed to list each person receiving, directly or indirectly, $5,000 or more in total compensation
(i.e., money or anything else of value) in connection with services rendered to the plan or their position with the plan during the plan year. (See instructions).

(@) Enter name and EIN or address (see instructions)

NORTHWEST PLAN SERVICES, INC

5446 CALIFORNIA AVENUE SW
SUITE 200
SEATTLE, WA 98136

91-2090931
(b) (c) (d) (e) () 9) (h)
Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a

organization, or

by the plan. If none,

compensation? (sources

compensation, for which the

service provider excluding

formula instead of

person known to be enter -0-. other than plan or plan plan received the required eligible indirect an amount or
a party-in-interest sponsor) disclosures? compensation for which you [estimated amount?
answered “Yes” to element
(f). If none, enter -0-.
131516 37 [NONE 26029 0
3850 63 65
70 Yes No D Yes No D Yes BI No D
(@) Enter name and EIN or address (see instructions)
MATRIX TRUST COMPANY 2800 NORTH CENTRAL AVENUE
SUITE 900
PHOENIX, AZ 85004
75-3182674
(b) ©) (d) A o (0 | @ ()
Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a
organization, or  |by the plan. If none,| compensation? (sources | compensation, for which the | service provider excluding | formula instead of
person known to be enter -0-. other than plan or plan plan received the required eligible indirect an amount or
a party-in-interest sponsor) disclosures? compensation for which you [estimated amount?
answered “Yes” to element
(f). If none, enter -0-.
1950 62 NONE 8594 0
Yes NOD Yes NoD YesBI N0|:|

(@) Enter name and EIN or address (see instructions)

(b)
Service
Code(s)

(c)
Relationship to
employer, employee
organization, or
person known to be
a party-in-interest

(d)

Enter direct
compensation paid
by the plan. If none,

enter -0-.

(e)

Did service provider
receive indirect
compensation? (sources
other than plan or plan
sponsor)

()

Did indirect compensation
include eligible indirect
compensation, for which the
plan received the required
disclosures?

Enter total indirect
compensation received by
service provider excluding

eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

(h)

Did the service
provider give you a
formula instead of

an amount or
estimated amount?

Yes D No D

Yes D No D

Yes |:| No D
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2. Information on Other Service Providers Receiving Direct or Indirect Compensation. Except for those persons for whom you
answered “Yes” to line 1a above, complete as many entries as needed to list each person receiving, directly or indirectly, $5,000 or more in total compensation
(i.e., money or anything else of value) in connection with services rendered to the plan or their position with the plan during the plan year. (See instructions).

(@) Enter name and EIN or address (see instructions)

(b)
Service
Code(s)

(c)
Relationship to
employer, employee
organization, or
person known to be
a party-in-interest

(d)

Enter direct
compensation paid
by the plan. If none,

enter -0-.

(e)

Did service provider
receive indirect
compensation? (sources
other than plan or plan
sponsor)

()

Did indirect compensation
include eligible indirect
compensation, for which the
plan received the required
disclosures?

(@)

Enter total indirect
compensation received by
service provider excluding

eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

(h)

Did the service
provider give you a
formula instead of

an amount or
estimated amount?

Yes |:I No D

Yes D No D

Yes |:| No D

(@) Enter name and EIN or address (see instructions)

(b)
Service
Code(s)

(c)
Relationship to
employer, employee
organization, or
person known to be
a party-in-interest

(d)

Enter direct
compensation paid
by the plan. If none,

enter -0-.

(e)

Did service provider
receive indirect
compensation? (sources
other than plan or plan
sponsor)

()

Did indirect compensation
include eligible indirect
compensation, for which the
plan received the required
disclosures?

@)

Enter total indirect
compensation received by
service provider excluding

eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

(h)

Did the service
provider give you a
formula instead of

an amount or
estimated amount?

Yes D No D

Yes D No D

Yes |:| No D

(@) Enter name and EIN or address (see instructions)

(b)
Service
Code(s)

(c)
Relationship to
employer, employee
organization, or
person known to be
a party-in-interest

(d)

Enter direct
compensation paid
by the plan. If none,

enter -0-.

(e)

Did service provider
receive indirect
compensation? (sources
other than plan or plan
sponsor)

()

Did indirect compensation
include eligible indirect
compensation, for which the
plan received the required
disclosures?

Enter total indirect
compensation received by
service provider excluding

eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

(h)

Did the service
provider give you a
formula instead of

an amount or
estimated amount?

Yes D No D

Yes D No D

Yes |:| No D
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Part | |Service Provider Information (continued)

3 If you reported on line 2 receipt of indirect compensation, other than eligible indirect compensation, by a service provider, and the service provider is a fiduciary
or provides contract administrator, consulting, custodial, investment advisory, investment management, broker, or recordkeeping services, answer the following
questions for (a) each source from whom the service provider received $1,000 or more in indirect compensation and (b) each source for whom the service
provider gave you a formula used to determine the indirect compensation instead of an amount or estimated amount of the indirect compensation. Complete as
many entries as needed to report the required information for each source.

(a) Enter service provider name as it appears on line 2 (b) service Codes (C) Enter amount of indirect
(see instructions) compensation
(d) Enter name and EIN (address) of source of indirect compensation (e) Describe the indirect compensation, including any

formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.

(a) Enter service provider name as it appears on line 2 (b) service Codes (¢) Enter amount of indirect
(see instructions) compensation
(d) Enter name and EIN (address) of source of indirect compensation (e) Describe the indirect compensation, including any

formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.

(a) Enter service provider name as it appears on line 2 (b) service Codes (¢) Enter amount of indirect
(see instructions) compensation
(d) Enter name and EIN (address) of source of indirect compensation (e) Describe the indirect compensation, including any

formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.
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‘ Part Il | Service Providers Who Fail or Refuse to Provide Information

4

Provide, to the extent possible, the following information for each service provider who failed or refused to provide the information necessary to complete

this Schedule.

(@) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(@) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(@) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide
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Part Ill | Termination Information on Accountants and Enrolled Actuaries (see instructions)
(complete as many entries as needed)

a Name: b EIN:

C Position:

d Address: € Telephone:
Explanation:

a Name: b EIN:

C  Position:

d Address: € Telephone:
Explanation:

a  Name: b EIN:

C  Position:

d Address: € Telephone:
Explanation:

a Name: b EIN:

C Position:

d Address: € Telephone:
Explanation:

a Name: b EIN:

C Position:

d Address: € Telephone:

Explanation:




SCHEDULE H Financial Information OMB No. 1210-0110
(Form 5500)
Department of the Treasury This schedule is required to be filed under section 104 of the Employee 2015
Internal Revenue Service Retirement Income Security Act of 1974 (ERISA), and section 6058(a) of the
o Internal Revenue Code (the Code).
epa(tment of_Labor o )
Employee Benefits Security Administration D File as an attachment to Form 5500. This Form is Open to Public
Pension Benefit Guaranty Corporation |nspecti0n
For calendar plan year 2015 or fiscal plan year beginning  01/01/2015 and ending 12/31/2015
QKESIHT]EBCXI\FI)I?EMPLOYEES RETIREMENT PLAN B Three-digit
plan number (PN) 4 002

C Plan sponsor’s name as shown on line 2a of Form 5500
SKAGIT BANCORP, INC.

91-0681718

D Employer Identification Number (EIN)

Part | |Asset and Liability Statement

1 Current value of plan assets and liabilities at the beginning and end of the plan year. Combine the value of plan assets held in more than one trust. Report
the value of the plan’s interest in a commingled fund containing the assets of more than one plan on a line-by-line basis unless the value is reportable on
lines 1c(9) through 1c(14). Do not enter the value of that portion of an insurance contract which guarantees, during this plan year, to pay a specific dollar
benefit at a future date. Round off amounts to the nearest dollar. MTIAs, CCTs, PSAs, and 103-12 IEs do not complete lines 1b(1), 1b(2), 1¢(8), 1g, 1h,

and 1i. CCTs, PSAs, and 103-12 IEs also do not complete lines 1d and le. See instructions.

Assets (a) Beginning of Year (b) End of Year
a Total noninterest-bearing Cash ..o la
b Receivables (less allowance for doubtful accounts):
(1) EMPIOYEr CONTDULIONS ... 1b(1) 379331 427014
(2) Participant CONTBULIONS ...............coeveiereeeeeeseeseeseseseesees s s 1b(2)
(B) OHNBT ...ttt 1b(3)
C General investments:
Q) Ir;tfe(;(e;zt(;ts)ﬁ;\ring cash (include money market accounts & certificates 1c(1) 602782 609919
(2) U.S. GOVEINMENT SECUNES. ........eeverereeeeeeeeeeseseeeeeseeeeesseseseseseeeseeeeeeseneees 1c(2)
(3) Corporate debt instruments (other than employer securities):
(A) PIEfEITEU ..o 1c(3)(A)
(B) AlLOtNET .....cooviceiiceeeeeee e 1c(3)(B)
(4) Corporate stocks (other than employer securities):
(A) Preferred... lc(4)(A)
(B) COMMON ..., 1c(4)(B)
(5) Partnership/joint venture interests .................... 1c(5)
(6) Real estate (other than employer real property) 1c(6)
(7) Loans (other than to PartiCiPants) ............ccceveeveeereeresresesesseeessensenseeen. 1c(7)
(8) PartiCIPANT IOANS ..ottt 1c(8) 257437 254317
(9) Value of interest in common/collective trustS..........coocveeeiieiiiiiee e 1c(9)
(10) Value of interest in pooled separate acCoUNtS...........c.coevevevevevereereeennnn. 1c(10)
(11) Value of interest in master trust investment accounts .............cc.ccceeeeee. 1c(11)
(12) Value of interest in 103-12 investment entities ..............cccovovevereernnnn. 1c(12)
(13) \f/uaritég)of interest in registered investment companies (e.g., mutual 1c(13) 13377867 13880286
(14) Value of funds held in insurance company general account (unallocated |~ ;v
[o70] 11 =Tt ) PRSP P EP U PPPPPPRN
(15) ONET ...ttt 1c(15)

For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500

Schedule H (Form 5500) 2015
v. 150123
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1d Employer-related investments: (a) Beginning of Year (b) End of Year
(1) EMPIOYET SECUMLIES .......coceceeeveveees ettt es s s s ses 1d(1) 746700 729000
(2) EMPIOYET FAI PrOPEILY .....cv.viveeeeeceeeieeeeesseeeeeestessessenesses st s senneesenessnens 1d(2)
€ Buildings and other property used in plan operation..........cc.ccceeeieiieiiieeeiiieenn. le
f Total assets (add all amounts in lines 1a through 1€) ..........cccccceeveuereeernerennn. 1f 15364117 15900536
Liabilities
g Benefit Claims PAYADIE ........ovrvriieeeeicieieeeeieece e 19
N Operating PAYADIES ...........ccc.ccuiiiiieeicee et 1h 2213 2134
I AcQUISItioN INAEDIEANESS .........coevevieeeeeeeeeeceeee et 1i
J Other ABIIES. .......ovoeveirieieeceeie et 1j
K Total liabilities (add all amounts in lines 1g throughj) ........c.cccocevevevevrerenennnne. 1k 2213 2134
Net Assets
| Net assets (subtract line 1k from liN@ 1f)........c..coeueveiuerrecrerieereeeeseee e | 1 ‘ 15361904 15898402

Part Il |Income and Expense Statement

2 Planincome, expenses, and changes in net assets for the year. Include all income and expenses of the plan, including any trust(s) or separately maintained
fund(s) and any payments/receipts to/from insurance carriers. Round off amounts to the nearest dollar. MTIAs, CCTs, PSAs, and 103-12 |Es do not complete
lines 2a, 2b(1)(E), 2e, 2f, and 2g.

Income (a) Amount (b) Total
a Contributions:

(1) Received or receivable in cash from: (A) EMPIOYErS.........ccccvevrvreriveninen. 2a(1)(A) 427013

(B)  PAtCIDANES ......cvoveveeeeieeeeee ettt ene s enes s 2a(1)(B) 596026

(C) Others (INCIUING FOIOVETS) .........vveeeeeeeeeeeeseeeeeeeesee s 2a(1)(C) 576026
(2) NONCASh CONLIDULIONS ..o 2a(2)
(3) Total contributions. Add lines 2a(1)(A), (B), (C), and line 2a(2) ................. 2a(3) 1599065

b Earnings on investments:

(1) Interest:

B Certtcates of deposit e B A 2b(1)(A) 303

(B) U.S. GOVEIMMENT SECUNHES ........vveeeeeeeeeeceeeeeeeeeee e 2b(1)(B)

(C) Corporate debt iNSIIUMENLS ............ccovvieeeieeeeereeeeeeeeeee e 2b(1)(C)

(D) Loans (other than to PArtiCiPANS) ...........cccevruerererrerreererereseeesieseeeanes 2b(1)(D)

(E)  PartiCipant I0NS .........cc.coeveveruerieereerereeiessieseseesessees s seses e seneeanas 2b(1)(E) 12048

(F)  OMNET c..eeeeeeeceeeee ettt 2b(1)(F)

(G) Total interest. Add lines 2b(1)(A) through (F) .......ccccvveveveerrrerenennnn. 2b(1)(G) 12351
(2) Dividends: (A) Preferred StOCK. ...........ccvveveevevcuereeeeieeeeiesereseeses e senesienens 2b(2)(A)

(B)  COMMON SEOCK ......vvvee oo 2b(2)(B) 24871

(C) Registered investment company shares (e.g. mutual funds).............. 2b(2)(C) 616623

(D) Total dividends. Add lines 2b(2)(A), (B), and (C) 2b(2)(D) 641494
(B) RENES ...ttt 2b(3)
(4) Net gain (loss) on sale of assets: (A) Aggregate proceeds ...................... 2b(4)(A)

(B) Aggregate carrying amount (See inStructions) ............cococoevevevreunnnsn. 2b(4)(B)

(C) Subtract line 2b(4)(B) from line 2b(4)(A) and enter result.................. 2b(4)(C) 0
(5) Unrealized appreciation (depreciation) of assets: (A) Real estate 2b(5)(A)

(B)  OHNET ..o 2b(5)(B) 222

() A 105 2E)A) A (B) i e 26()(C) 222
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(a) Amount (b) Total

(6) Net investment gain (loss) from common/collective trusts.......................... 2b(6)

(7) Netinvestment gain (loss) from pooled separate accounts...................... 2b(7)

(8) Net investment gain (loss) from master trust investment accounts ........... 2b(8)

(9) Net investment gain (loss) from 103-12 investment entities ...................... 2b(9)

O OTpaES (6.0, MUl NGt 20(10) 845525
C OtheI INCOME ...ttt 2c
d Total income. Add all income amounts in column (b) and enter total..................... 2d 1407607
Expenses

€ Benefit payment and payments to provide benefits:

(1) Directly to participants or beneficiaries, including direct rollovers.............. 2e(1) 836486

(2) To insurance carriers for the provision of BENEfits ............cocvvvveeerererneen. 2e(2)

(B) OHNET ..ottt 2e(3)

(4) Total benefit payments. Add lines 2e(1) through (3).......ccccvcvvrvevevreerrnennn. 2e(4) 836486
f Corrective distributions (S€€ INSTUCHONS) .........cevevereerceeeeeeieeeceereeses e, 2f
g Certain deemed distributions of participant loans (see instructions)................ 29
N INEEIESE EXPENSE.........cvoveeoeeeee e, 2h
i Administrative expenses: (1) Professional fees ...........cccociveeeeoroecesceenennnn. 2i(1) 34623

(2) Contract adminiStrator fEES .......c.uuii i 2i(2)

(3) Investment advisory and management fees .........ccooveeriiii i eniee e, 2i(3)

(B) ONET oottt 2i(4)

(5) Total administrative expenses. Add lines 2i(1) through (4)........ccccocevneenn. 2i(5) 34623
j Total expenses. Add all expense amounts in column (b) and enter total........ 2 871109

Net Income and Reconciliation

K Net income (loss). Subtract line 2j from line 2d 2k 536498
| Transfers of assets:

(1) TO NS PIAN.....veeeeeteeeeeeee ettt 21(2)

(2) FIOM thIS PIAN ..o eee et e et n s 21(2)

Part Il |Accountant’s Opinion

3 Complete lines 3a through 3c if the opinion of an independent qualified public accountant is attached to this Form 5500. Complete line 3d if an opinion is not
attached.

a The attached opinion of an independent qualified public accountant for this plan is (see instructions):
(1) [{| unquaiified  (2)[ | Qualified 3)[ | pisclaimer @) [ | Adverse

b Did the accountant perform a limited scope audit pursuant to 29 CFR 2520.103-8 and/or 103-12(d)? |:| Yes No
C Enter the name and EIN of the accountant (or accounting firm) below:
(1) Name:VSH, PLLC (2) EIN: 45-4122247

d The opinion of an independent qualified public accountant is not attached because:
1) |:| This form is filed for a CCT, PSA, or MTIA.  (2) D It will be attached to the next Form 5500 pursuant to 29 CFR 2520.104-50.

Part IV |Compliance Questions

4 CCTs and PSAs do not complete Part IV. MTIAs, 103-12 IEs, and GlAs do not complete lines 4a, 4e, 4f, 4qg, 4h, 4k, 4m, 4n, or 5.
103-12 IEs also do not complete lines 4j and 4l. MTIAs also do not complete line 4.

During the plan year: Yes No N/A Amount

a  Was there a failure to transmit to the plan any participant contributions within the time
period described in 29 CFR 2510.3-102? Continue to answer “Yes” for any prior year failures
until fully corrected. (See instructions and DOL'’s Voluntary Fiduciary Correction Program.)...... 4da X

b  Were any loans by the plan or fixed income obligations due the plan in default as of the
close of the plan year or classified during the year as uncollectible? Disregard participant
loans secured by participant’s account balance. (Attach Schedule G (Form 5500) Part | if
Y @S 1S CNECKEA. ).ttt 4b
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Yes No N/A Amount
C  Were any leases to which the plan was a party in default or classified during the year as
uncollectible? (Attach Schedule G (Form 5500) Part Il if “Yes” is checked.) .......cccccceeviveennnen. 4c X
d  Were there any nonexempt transactions with any party-in-interest? (Do not include
transactions reported on line 4a. Attach Schedule G (Form 5500) Part Ill if “Yes” is
CRECKEO.) ... ice ettt ettt ettt sttt n e 4d X
€  Was this plan covered by a fidelity DONA?............c.ccooviuiueveiiiceeicccee s 4e | X 5000000
f Did the plan have a loss, whether or not reimbursed by the plan’s fidelity bond, that was
caused by fraud OF ISNONESLY? ......cocuiiiiiiiiee e e e e e 4f X
g Did the plan hold any assets whose current value was neither readily determinable on an
established market nor set by an independent third party appraiser? ..........ccccceveeveeriieeeniieennnns 49 X
h  Did the plan receive any noncash contributions whose value was neither readily
determinable on an established market nor set by an independent third party appraiser?......... ah X
i Did the plan have assets held for investment? (Attach schedule(s) of assets if “Yes” is
checked, and see instructions for format requIremMents.) ........ccccceecveeiiiiiiiiicn e 4 X
j Were any plan transactions or series of transactions in excess of 5% of the current
value of plan assets? (Attach schedule of transactions if “Yes” is checked, and
see instructions for format requirements.).........c.cccvvvroienienieennens X
K Were all the plan assets either distributed to participants or beneficiaries, transferred to
another plan, or brought under the control of the PBGC?..........ccccciiiiiiiiiiiiiiiciicceee e 4k X
I Has the plan failed to provide any benefit when due under the plan? ............coccooieiiiniiienn, 4| X
m If this is an individual account plan, was there a blackout period? (See instructions and 29
CFR 2520.101-3.) .ttt sttt ettt h e b et ae et eh et h e bbbttt h e b nre s am X
N If 4m was answered “Yes,” check the “Yes” box if you either provided the required notice or
one of the exceptions to providing the notice applied under 29 CFR 2520.101-3. ..................... 4n
O Did the plan trust incur unrelated business taxable iNCOME? ..........cccooeveiiiiiiiiiie v, 40
P Were in-service distributions made during the plan year? ..................ccooiiiii 4p
5a Has aresolution to terminate the plan been adopted during the plan year or any prior plan year?
If “Yes,” enter the amount of any plan assets that reverted to the employer this year...............ccccc..... D Yes No Amount:

5b I, during this plan year, any assets or liabilities were transferred from this plan to another plan(s), identify the plan(s) to which assets or liabilities were
transferred. (See instructions.)

5b(1) Name of plan(s) 5b(2) EIN(s) 5b(3) PN(s)

5C Ifthe plan is a defined benefit plan, is it covered under the PBGC insurance program (see ERISA section 4021)? ..... D Yes |:| No D Not determined

|Part V |Trust Information

6a Name of trust 6b Trust's EIN

6C Name of trustee or custodian 6d Trustee’s or custodian’s telephone number




SCHEDULE R Retirement Plan Information OMB No. 12100110

(Form 5500)

Department of the Treasury This schedule is required to be filed under section 104 and 4065 of the 2015
Internal Revenue Service Employee Retirement Income Security Act of 1974 (ERISA) and section

6058(a) of the Internal Revenue Code (the Code).

Department of Labor

Employee Benefits Security Administration This Form is Open to Public

» File as an attachment to Form 5500. Inspection.
Pension Benefit Guaranty Corporation
For calendar plan year 2015 or fiscal plan year beginning 01/01/2015 and ending 12/31/2015
A Name of plan B Three-digit
SKAGIT BANK EMPLOYEES RETIREMENT PLAN plan number
(PN) 4 002
C Plan sponsor's name as shown on line 2a of Form 5500 D Employer Identification Number (EIN)
SKAGIT BANCORP, INC. 91-0681718

‘ Part | ‘ Distributions

All references to distributions relate only to payments of benefits during the plan year.

1 Total value of distributions paid in property other than in cash or the forms of property specified in the
instructions

2  Enter the EIN(s) of payor(s) who paid benefits on behalf of the plan to participants or beneficiaries during the year (if more than two, enter EINs of the two
payors who paid the greatest dollar amounts of benefits):

EIN(s): 75-3182674 91-1345021

Profit-sharing plans, ESOPs, and stock bonus plans, skip line 3.

3 Number of participants (living or deceased) whose benefits were distributed in a single sum, during the plan 3
=2 RSP RSURPRPRN
Part Il Funding Information (if the plan is not subject to the minimum funding requirements of section of 412 of the Internal Revenue Code or
ERISA section 302, skip this Part)

4 s the plan administrator making an election under Code section 412(d)(2) or ERISA section 302(d)(2)? .......ceevervreverernen. D Yes D No D N/A
If the plan is a defined benefit plan, go to line 8.

5  If a waiver of the minimum funding standard for a prior year is being amortized in this
plan year, see instructions and enter the date of the ruling letter granting the waiver. Date: Month Day Year
If you completed line 5, complete lines 3, 9, and 10 of Schedule MB and do not complete the remainder of this schedule.

6 a Enter the minimum required contribution for this plan year (include any prior year accumulated funding 6a
deficiency not waived) ........................................................................................................................................
b  Enter the amount contributed by the employer to the plan for this plan Year..............ccccoveveveeeveeeeeeeeeeennnn 6b
C Subtract the amount in line 6b from the amount in line 6a. Enter the result
(enter a minus sign to the left of @ NEgative aMOUNT)............iiiiiiiiiiiiee e 6C
If you completed line 6¢, skip lines 8 and 9.
7 Will the minimum funding amount reported on line 6¢ be met by the funding deadlin€? ..............c.cceeecveeeveveverenee. D Yes D No D N/A

8 Ifachange in actuarial cost method was made for this plan year pursuant to a revenue procedure or other

authority providing automatic approval for the change or a class ruling letter, does the plan sponsor or plan
administrator agree With the ChaNGE?.............ii i ettt D Yes D No D N/A

Part Ill | Amendments

9 Ifthis is a defined benefit pension plan, were any amendments adopted during this plan
year that increased or decreased the value of benefits? If yes, check the appropriate

box. If no, check the “No” box D Increase |:| Decrease D Both |:| No

| Part IV | ESOPs (see instructions). If this is not a plan described under Section 409(a) or 4975(e)(7) of the Internal Revenue Code, skip this Part.

10 Were unallocated employer securities or proceeds from the sale of unallocated securities used to repay any exempt loan? ................ || Yes D No
11 a Does the ESOP hold any Preferf@d STOCK? ........cocoovoviviieueeeeieeeeeeeeeeeeee e eee e ettt e s es e e et et e s e s san s eses e et ea s seean s s eseesseananenaeas : Yes D No
b Ifthe _ESOP has an outgtgnding exempt loan with the employer as lender, is such loan part of a “back-to-back” loan? D Yes D No

(See instructions for definition of “DACK-T0-DACK” I0AN.) .......c.uuiiiiiiii e
12 Does the ESOP hold any stock that is not readily tradable on an established securities Market? ............ccccoveveveveeecceeeerereeeeeenns D Yes D No
For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500. Schedule R (Form 5500) 2015

v. 150123
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| Part Vv

| Additional Information for Multiemployer Defined Benefit Pension Plans

13 Enter the following information for each employer that contributed more than 5% of total contributions to the plan during the plan year (measured in
dollars). See instructions. Complete as many entries as needed to report all applicable employers.

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents
(2) Base unit measure: D Hourly Weekly Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d  Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents
(2) Base unit measure: D Hourly Weekly Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a  Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly D Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents
(2) Base unit measure: D Hourly Weekly Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,

complete lines 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)

(2) Base unit measure:D Hourly D Weekly D Unit of production D Other (specify):
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14  Enter the number of participants on whose behalf no contributions were made by an employer as an employer of the
participant for:

A THE CUITENT YA ...ttt ettt ettt ee e e e et e et e et e s e e e s esee et e et e s esean s eseeetesen et eeetneeeeansnneneseseeneneens l4a
b The plan year immediately preceding the CUITENt PIAN YOI ..........o.o.oveveieeeeeeeeeeeeeeeeeeeeeeeee e 14b
14c

C  The second PreCediNng PIAN YEAI .........cc..ii ittt ettt et ettt eeabeeesabeeeabbeaeannbeaenaneeas

15 Enter the ratio of the number of participants under the plan on whose behalf no employer had an obligation to make an
employer contribution during the current plan year to:

a The corresponding number for the plan year immediately preceding the current plan year ..........ccccceecvvveeneenn. 15a

b The corresponding number for the second preceding PIan YEar ................c.c..coovovevereeeeeeeeereeeseeererererrnnns 15b

16 Information with respect to any employers who withdrew from the plan during the preceding plan year:

a Enter the number of employers who withdrew during the preceding plan year ..........ccccccoeiiiiieiniieenniee e, 16a

b Ifline 16a is greater than 0, enter the aggregate amount of withdrawal liability assessed or estimated to be 16b
assessed against such WithdraWn €MPIOYETS .......cuiiiiiiiii it e st a s e e e sbeesinessreeenes

17 If assets and liabilities from another plan have been transferred to or merged with this plan during the plan year, check box and see instructions regarding
supplemental information to be included as an AttaChMENT. ... et e e e e s s s e e s s s s s e s et et s st e e s aaaans

| PartVI | Additional Information for Single-Employer and Multiemployer Defined Benefit Pension Plans

18 If any liabilities to participants or their beneficiaries under the plan as of the end of the plan year consist (in whole or in part) of liabilities to such participants
and beneficiaries under two or more pension plans as of immediately before such plan year, check box and see instructions regarding supplemental

information t0 be INCIUAE @S AN ALACKMENT ...........oiiiiiiee ettt e e e et e e e e e et ba e et e e e e eetbaaeeeeeeeaaabaeeaeeeeaatbeeeeeeeaasbsaeeeeeeeasssaeeeeeesannsbseeeeeean

19 If the total number of participants is 1,000 or more, complete lines (a) through (c)
a  Enter the percentage of plan assets held as:
Stock: % Investment-Grade Debt: % High-Yield Debt: % Real Estate: % Other: %
b Provide the average duration of the combined investment-grade and high-yield debt:
D 0-3 years D 3-6 years |:| 6-9 years D 9-12 years |:| 12-15 years D 15-18 years D 18-21 years D 21 years or more
C  What duration measure was used to calculate line 19(b)?
D Effective duration D Macaulay duration D Modified duration D Other (specify):

‘ Part VII ‘ IRS Compliance Questions

20 15 the Plan @ 40L(K) PIAN.......c.ooveeeeeeeeeeeeeeeee ettt e ettt e e e e et e e et et et eseaesess s en et ese s et etesesnan s s en et esete s eneseneae D Yes D No
20b 1f “Yes,” how does the 401(k) plan satisfy the nondiscrimination requirements for employee deferrals and D SD;zl?]r;%%?ed D ADPJACP test
employer matching contributions (as applicable) under sections 401(k)(3) and 401(M)(2)?........cccecvevveririerieennens method

20c If the ADP/ACP test is used, did the 401(k) plan perform ADP/ACP testing for the plan year using the "current
year testing method" for nonhighly compensated employees (Treas. Reg sections 1.401(k)-2(a)(2)(ii) and D
Lo (0] 2 N2 1 (1) ) O T PP PUOPPTPPPPPPPPINt

Yes D No

21a Check the box to indicate the method used by the plan to satisfy the coverage requirements under section D Ratio Average
0 (o) PSSP percentage benefit test
test
21b Does the plan satisfy the coverage and nondiscrimination tests of sections 410(b) and 401(a)(4) by combining D Yes D No
this plan with any other plans under the permissive aggregation ruleS? ..........c.cccoviiiiiiiiiiiienicee e
22a Has the plan been timely amended for all required tax 1aw ChaNGES?.........ccovoveveveveveueeeeceeeeeeeeee e D Yes D No D N/A
22b Date the last plan amendment/restatement for the required tax law changes was adopted / / . Enter the applicable code (See

instructions for tax law changes and codes).

22cC If the plan sponsor is an adopter of a pre-approved master and prototype (M&P) or volume submitter plan that is subject to a favorable IRS opinion or
advisory letter, enter the date of that favorable letter / / and the letter’s serial number

22d If the plan is an individually-designed plan and received a favorable determination letter from the IRS, enter the date of the plan’s last favorable
determination letter / /

23 Is the Plan maintained in a U.S. territory (i.e., Puerto Rico (if no election under ERISA section 1022(i)(2) has
been made), American Samoa, Guam, the Commonwealth of the Northern Mariana Islands or the U.S. Virgin D Yes D No
LS BN S ) 2 ettt etttk ke h e E e E ek § e £ ek e oA E e eE et h b e e kg e e ek b et e E e e ebr e b reneresr e
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BC Phone: 604 531-6638 AB Phone: 587 293-9595

INDEPENDENT AUDITORS’ REPORT

To the trustees
Skagit Bank Employees’ Retirement Plan

We have audited the accompanying financial statements of Skagit Bank Employees’ Retirement Plan
(the Plan), which comprise the statement of net assets available for benefits as of December 31, 2015,
and the related statement of changes in net assets available for benefits for the year ended December
31, 2015, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Plan management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Plan’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Plan’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
assets available for benefits of Skagit Bank Employees’ Retirement Plan as of December 31, 2015, and
the changes in net assets available for benefits for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Report on Supplemental Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The supplemental schedule on page 12, referred to as “supplemental information” as of December 31,
2015, is presented for the purpose of additional analysis and is not a required part of the financial
statements but is supplemental information required by the Department of Labor's Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974.
Such information is the responsibility of the Plan’s management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole.

Other Matter — 2014 Financial Statements

The financial statements and supplemental information of Skagit Bank Employees’ Retirement Plan as
of and for the year ended December 31, 2014, were audited by other auditors whose report dated June
11, 2015, expressed an unmodified opinion on those statements.

\/S/Lll PLLC

Bellingham, Washington
June 30, 2016


drager_VSHCPA
VSH


SKAGIT BANK EMPLOYEES' RETIREMENT PLAN
STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS

December 31, 2015 and 2014

2015 2014
ASSETS
Investments, at fair value
Cash (money market fund) $ 609,919 602,782
Participant-directed registered investment companies
(mutual funds) 13,880,286 13,377,867
Shares of Skagit Bancorp, Inc. common stock 729,000 746,700
Total investments, at fair value 15,219,205 14,727,349
Receivables
Employer contributions 427,014 379,331
Notes receivable from participants 254,317 257,437
Total receivables 681,331 636,768
TOTAL ASSETS 15,900,536 15,364,117
LIABILITY
Accrued administrative expenses 2,134 2,213
NET ASSETS AVAILABLE FOR BENEFITS $ 15,898,402 $ 15,361,904

See independent auditors' report and accompanying notes to the financial statements



SKAGIT BANK EMPLOYEES' RETIREMENT PLAN
STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
For the Year Ended December 31, 2015

ADDITIONS TO NET ASSETS ATTRIBUTED TO
Investment income (loss)
Interest and dividends
Net (depreciation) appreciation in fair value of investments
Total investment (loss) income
Less investment expenses
Net investment (loss) income

Interest income on notes receivable from participants

Contributions
Participants
Rollovers
Employer
Total contributions

TOTAL ADDITIONS
DEDUCTIONS FROM NET ASSETS ATTRIBUTED TO
Benefits paid to participants and beneficiaries
Administrative expenses
Total deductions
NET INCREASE
NET ASSETS AVAILABLE FOR BENEFITS, beginning of year

NET ASSETS AVAILABLE FOR BENEFITS, end of year

2015 2014

$ 641,494  $ 534,057

(845,303) 371,449
(203,809) 905,506
(8,593) (8,022)
(212,402) 897,484
12,351 11,716
596,025 508,157
576,026 1,565
427,014 379,331
1,599,065 889,053
1,399,014 1,798,253
836,486 658,319
26,030 24,810
862,516 683,129
536,498 1,115,124
15,361,904 14,246,780

$ 15,898,402 $ 15,361,904

See independent auditors' report and accompanying notes to the financial statements
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SKAGIT BANK EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
December 31, 2015 and 2014

NOTE 1. PLAN DESCRIPTION

The following description of the Skagit Bank Employees' Retirement Plan (the Plan) provides only
general information. Participants should refer to the plan agreement for a more complete description of
the Plan's provisions.

General - The Plan is a defined contribution plan, adopted August 13, 1986, and restated January 1,
2002, and again on November 1, 2009, to provide retirement benefits to the employees of Skagit
Bancorp, Inc. (the Bank). The Plan is subject to the provisions of the Employee Retirement Income
Security Act of 1974, as amended (ERISA). The purpose of the Plan is to enable employees to save
for retirement.

Effective April 23, 2014, the Plan was amended to change its hame from Skagit State Bank Employees'
Retirement Plan as aresult ofthe Bank's name change from Skagit State Bank to Skagit Bank.

Eligibility - Allemployees age nineteen or older who have completed three months of service are eligible to
participate in the employee salary deferral portion of the Plan, except for summer help, temporary part-
time help, and employees represented by a collective bargaining agreement. Eligible employees may
enter the employee salary deferral portion of the Plan on the first day of any month that coincides with, or
follows, the date on which they satisfy the eligibility requirements.

All employees, except summer help, temporary part-time help, and employees represented by a
collective bargaining agreement, age nineteen or older who have completed six months of service, are
eligible to join the employer matching and profit-sharing portions of the Plan. Eligible participants enter
the employer matching and profit-sharing portions of the Plan on the first entry date (January 1, April
1, July 1, or October 1) which coincides with, or follows, the date on which they satisfy the eligibility
requirements. For employer matching and profit-sharing contributions, an eligible participant must be
employed on December 31 and have completed 1,000 hours of service during the plan year to receive
such employer contributions. However, participants who terminate prior to December 31 because of
retirement, disability, or death are eligible for all employer contributions.

Contributions - Participants may elect to contribute a portion of their eligible compensation into the Plan
on a tax-deferred basis. The participant's contribution may not exceed limits established by the Internal
Revenue Service. Contributions withheld from participants are deposited by the Bank into the Plan as
soon as practicable. Effective July 1,2012, the Planwas amended toallowRoth401(k) deferrals.

The Bank matches 100% of each participant's elected contributions up to 4% of their annual, total eligible
compensation. At the discretion of the Bank's board of directors, additional annual profit-sharing
contributions may be made to the Plan and are allocated to eligible participants based upon annual
participant eligible earnings. For the years ended December 31, 2015 and 2014, the additional annual
profit-sharing contribution was 2% of participants' total annual, eligible compensation.

Participant accounts - Separate accounts are maintained for each participant's contributions and
allocated share of plan income, expenses, employer contributions and forfeitures. Plan income and
expenses are allocated based upon eligible participants' account balances. Employer contributions
are allocated to eligible participants based upon annual participant eligible earnings. Profit-sharing
forfeitures of terminated employees' nonvested accounts are used first to pay plan administrative
expenses and then to reduce employer matching contributions.

See independent auditors’ report



SKAGIT BANK EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
December 31, 2015 and 2014

NOTE 1. PLAN DESCRIPTION, (continued)

Forfeited accounts - Nonvested portions of a participant's forfeited account arising from employer
matching and profit-sharing contributions are used first to pay plan administrative expenses and then to
reduce employer matching contributions. In 2015 and 2014, $13,852 and $16,607, respectively, of
unallocated, forfeited, nonvested, nonparticipant-directed amounts were used to pay plan administrative
expenses and then were used to reduce employer matching contributions in 2015 and 2014 by $15,248
and $985, respectively. There was no balance of unallocated forfeited, nonvested, nonparticipant-
directed amounts at December 31, 2015 and 2014.

Vesting - Participants are immediately 100% vested in their salary deferral contributions plus actual
earnings thereon. Vesting in the remainder of their accounts is based upon years of service. An
employee must complete 1,000 hours during a vesting computation period in order to receive credit for
one year of service. Employer matching and profit-sharing contributions vest as follows:

Years of Vesting Service Vesting Percentage
Less than 2 0 %
2 20 %
3 40 %
4 60 %
5 80 %
6 or more 100 %

Full vesting is also attained regardless of years of service if the participant (a) reaches normal
retirement age or early retirement age, if allowed, (b) is terminated due to disability or death, or (c) if the
Plan is fully or partially terminated.

Investment options - The plan trustees establish the investment options. A participant may direct
contributions to any of the available investment options other than Skagit Bancorp, Inc. common stock,
which is no longer an investment option. Participants may change their investment options at any time.
The Plan offered seventeen and eighteen investment options at December 31, 2015 and 2014,
respectively.

Payment of benefits - Upon termination of service due to retirement, disability, or death, a participant
or beneficiary(ies) may elect to receive their vested account balance in a lump-sum payment or ratable
monthly, quarterly, or annual installment payments over a fixed period not to exceed the life expectancy
of the participant and/or the participant's beneficiary(ies). For termination of service due to other
reasons, a participant shall receive their vested account balance in a lump-sum payment.

Administration - The Plan is administered by the plan trustees appointed by the board of directors of
the Bank as provided under the terms of the Plan. Mike Janicki and Dan Peth are the plan trustees.

Administrative and investment expenses - Certain administrative functions and duties are performed
by employees of the plan sponsor (the Bank) at no cost to the Plan. Plan administrative expenses are
partially paid by the Plan and the plan sponsor. Such costs include accounting, auditing, legal, and
other plan administrative expenses. Plan administrative and investment expenses paid by the Plan in
2015 and 2014 totaled $34,623 and $32,832, respectively. Plan administrative expenses paid by the
plan sponsor totaled $48,806 and $45,105 in 2015 and 2014, respectively. These administrative
expenses will not be reimbursed by the Plan.

See independent auditors’ report



SKAGIT BANK EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
December 31, 2015 and 2014

NOTE 1. PLAN DESCRIPTION, (continued)

Participant loans (notes receivable from participants) are made at the discretion of the plan
trustees. Loan transactions are treated as a transfer to (from) the participant's investment fund (from)
to the participant's loan fund. Participants may borrow from their investment fund accounts a
minimum of $1,000 up to a maximum equal to the lesser of $50,000 or 50% of their vested account
balance. Loan terms range from 1 - 30 years and are available for any reasonable purpose.
Participants may only have two outstanding loans at one time. The loans are secured by the
participant's account and bear interest at various rates ranging from 4.25% to 5.25%. Principal and
interest are paid ratably through semi-monthly payroll deductions, with payments ranging from $22 to
$463. A loan is in default if any scheduled payment remains unpaid beyond the last day of the
calendar quarter following the calendar quarter in which the participant missed the scheduled
payment.

Plan termination - Although it has not expressed any intent to do so, the Bank has the right to
discontinue its contributions at any time and terminate the Plan, subject to the provisions of ERISA,
by giving written notice to the plan trustees. In the event of plan termination, participants will become
100% vested in all of their accounts. Any unallocated assets of the Plan shall be allocated to
participant accounts and distributed in such a manner as the Bank may determine.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash (money market fund) - The Plan maintains its cash in a money market fund that exceeds federal
insured limits during the year. The Plan has not experienced any losses in this account, and the
trustees do not believe it is exposed to any significant credit risk.

Basis of accounting - The financial statements of the Plan are prepared on the accrual-basis method
of accounting.

Use of estimates - The preparation of financial statements in accordance with accounting principles
generally accepted in the United States of America requires the plan administrator to make estimates
and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results may
differ from those estimates.

Investment valuation and income recognition - The Plan's investments are reported at fair value.
Fair value is the price that would be received to sell an asset in an orderly transaction between
market participants at the measurement date. See Note 4 for discussion of fair value measurements.

Purchases and sales of securities are recorded on a trade-date basis. Interest and dividend income
is recorded on the accrual-basis method of accounting, with dividends recorded on the ex-dividend
date. Net realized and unrealized appreciation in fair value of investments includes the Plan's gains
and losses on investments bought and sold as well as held during the year.

See independent auditors’ report



SKAGIT BANK EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
December 31, 2015 and 2014

NOTE 2. SUMMARY IF SIGNIFICANT ACCOUNTING POLICIES, (continued)

Notes receivable from participants - Loans to participants are reported at their unpaid principal
balances plus any accrued but unpaid interest. Delinquent participant loans, if any, are reclassified as
distributions (benefit payments) based on the terms of the plan agreement.

Benefit payments - The Plan recognizes benefit payments in the period they are actually paid.

Reclassifications - Certain prior year amounts have been reclassified to conform to current year
presentation.

Subsequent events - The Plan has evaluated subsequent events through June 30, 2016, the date the
financial statements were available to be issued. There were no material subsequent events that
required recognition or disclosure in these financial statements.

NOTE 3. INVESTMENTS

Investments representing 5% or more of the Plan’s net assets available for benefits consist of the
following as of December 31.:

2015 2014
Vanguard Value Index Admiral Fund $ 2,111,132 $ 2,254,564
PIMCO Total Return Institutional Fund 1,907,331 1,631,676
Vanguard 500 Index Admiral Fund 1,679,858 1,497,294
Vanguard Mid Cap Index Admiral Fund 1,439,152 758,182 *
Mainstay Large Cap Growth | Fund 1,121,006 1,095,250
Vanguard Short Term Bond Index Admiral Fund 904,145 746,847 *

* These investments are listed for comparison purposes as they are less than 5% of total net assets
available for benefits as of December 31, 2014.

During 2015 and 2014, the Plan’s investments (including gains and losses on investments bought and
sold, as well as held during the year) depreciated $845,303 and appreciated $371,449, respectively, as
follows:

2015 2014
Registered investment companies (mutual funds) $ (845525) $ 356,201
Skagit Bancorp, Inc. common stock 222 * 15,248 *
Net realized and unrealized (depreciation)
appreciation in fair value of investments $ (845,303) $ 371,449

* Party-in-interest, nonparticipant directed

See independent auditors’ report



SKAGIT BANK EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
December 31, 2015 and 2014

NOTE 4. FAIR VALUE MEASUREMENTS

FASB ASC 820, Fair Value Measurements and Disclosures, provides the framework for measuring fair
value. That framework establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets and liabilities (Level 1 measurement) and the lowest priority
to unobservable inputs (Level 3 measurement). The three levels of the fair value hierarchy under FASB
ASC 820 are described as follows:

Level 1 — Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Plan has the ability to access.

Level 2 — Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets

Quoted prices for identical or similar assets or liabilities in inactive markets

Inputs other than quoted prices that are observable for the asset or liability

Inputs that are derived principally from or corroborated by observable market data by
correlation or other means

If the asset or liability has a specified (contractual) term, the level 2 input must be observable
for substantially the full term of the asset or liability.

Level 3 — Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for investment assets measured at fair
value:

Cash (money market funds) - Stated at cost plus accrued interest, which approximates their fair
value

Registered investment companies (mutual funds) - Valued at the net asset value (NAV) of
shares held by the Plan at year end

Skagit Bancorp, Inc. common stock - Valued at estimated market price based upon recent
purchases and sales of such stock with unrelated third parties

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Plan believes its valuation
methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in
a different fair value measurement at the reporting date.

See independent auditors’ report



SKAGIT BANK EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
December 31, 2015 and 2014

NOTE 4. FAIR VALUE MEASUREMENTS, (continued)

The following tables set forth, by level within the fair value hierarchy, the Plan's investment assets at
fair value:

Investment Assets at Fair Value
as of December 31, 2015

Level 1 Level 2 Total
Registered investment companies
Bond funds $ 3,905,396 $ - $ 3,905,396
Value funds 2,682,455 - 2,682,455
Growth funds 1,748,319 - 1,748,319
Blend funds 3,341,986 - 3,341,986
International stock funds 1,296,052 - 1,296,052
Money market fund 609,919 - 609,919
Commodities fund 338,020 - 338,020
Real estate fund 568,058 - 568,058
Shares of Skagit Bancorp, Inc.
Common stock (party-in-interest) - 729,000 * 729,000
$14,490,205 $ 729,000 $15,219,205

Investment Assets at Fair Value
as of December 31, 2014

Level 1 Level 2 Total
Registered investment companies
Bond funds $ 3,354,713 - $ 3,354,713
Value funds 2,933,050 - 2,933,050
Growth funds 2,455,243 - 2,455,243
Blend funds 2,479,752 - 2,479,752
International stock funds 1,228,230 - 1,228,230
Money market fund 602,782 - 602,782
Real estate fund 637,357 - 637,357
Commodities fund 289,522 - 289,522
Shares of Skagit Bancorp, Inc.
Common stock (party-in-interest) - 746,700 * 746,700
$13,980,649 746,700 $14,727,349

* Nonparticipant-directed

See independent auditors’ report
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SKAGIT BANK EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
December 31, 2015 and 2014

NOTE 5. FEDERAL INCOME TAX STATUS

The Internal Revenue Service has determined and informed the plan sponsor by a letter dated
November 8, 2002, that the Plan and related trust are designed in accordance with applicable sections
of the Internal Revenue Code (IRC). Although the Plan has been amended since receiving that
determination letter, the plan administrator and the Plan’s tax counsel believe that the Plan is designed,
and is currently being operated, in compliance with the applicable requirements of the IRC, and
therefore, believe that the Plan is qualified and the related trust is tax-exempt. The Plan sponsor
believes the Plan is no longer subject to income tax examinations for years prior to 2012.

NOTE 6. RISK AND UNCERTAINTIES

The Plan invests in various registered investment companies (mutual funds) and Skagit Bancorp, Inc.
common stock. Registered investment companies (mutual funds) and Skagit Bancorp, Inc. common
stock are exposed to various risks such as interest rate, market and credit risks. Due to the level of
risk associated with certain registered investment companies (mutual funds) and Skagit Bancorp, Inc.
common stock, it is at least reasonably possible that changes in the fair values of registered
investment companies (mutual funds) and Skagit Bancorp, Inc. common stock will occur in the near-
term and that such changes could materially affect participants' account balances and the amounts
reported in the statements of net assets available for benefits.

See independent auditors’ report
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SKAGIT BANK EMPLOYEES' RETIREMENT PLAN
EIN: 91-0681718 PLAN NO. 002
SCHEDULE H, LINE 4(i) - SCHEDULE OF ASSETS (HELD AT END OF YEAR) - FORM 5500

December 31, 2015

(a) (b) (€) (d) (e)
Identity of Issue, Borrower, Description of Investment, Including Current
Lessor, or Similar Party Maturity Date and Rate of Interest Cost** Value

Vanguard Value Index Admiral Fund Registered Investment Company % 2,111,132
PIMCO Total Return Institutional Fund Registered Investment Company *x 1,907,331
Vanguard 500 Index Admiral Fund Registered Investment Company *x 1,679,858
Vanguard Mid Cap Index Admiral Fund Registered Investment Company *x 1,439,152
Mainstay Large Cap Growth | Fund Registered Investment Company *x 1,121,006
Vanguard Short Term Bond Index Admiral Fund Registered Investment Company * 904,145

* Skagit Bancorp Inc. Common Stock Common Stock $ 267,300 729,000
Harbor International Institutional Fund Registered Investment Company * 697,117
Vanguard Small Cap Growth Index Adm Fund Registered Investment Company *x 627,313
Vanguard Prime Money Market Fund Money Market Fund * 609,919
American Funds Euro Pacific Growth R5 Fund Registered Investment Company *x 598,935
DFA US Small Cap Value | Fund Registered Investment Company *x 571,323
Virtus Real Estate Securities A Fund Registered Investment Company *x 568,058
Vanguard Inflation Protection Securities Adm Fund Registered Investment Company *x 563,756
Loomis Sayles Bond Institutional Registered Investment Company *x 530,164
PIMCO Commodity Real Return Strategy Institutional Registered Investment Company *x 338,020
Parametric Emerging Markets Institutional Fund Registered Investment Company *x 165,387
Vanguard Small Cap Index Admiral Fund Registered Investment Company *x 57,589

*  Participant loans Semi-monthly payments of $22 - $463,
including interest at 4.25% to 5.25%;
maturing through June 2033 0 254,317

*

*%*

Denotes a party-in-interest

*k*k

Cost information is omitted under the ERISA regulations as these investments are participant-directed.
*** This schedule of assets does not include $427,014 of employer contributions receivable at December 31, 2015.

See independent auditors' report
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SKAGIT BANK EMPLOYEES' RETIREMENT PLAN
EIN: 91-0681718 PLAN NO. 002
SCHEDULE H, LINE 4(i) - SCHEDULE OF ASSETS (HELD AT END OF YEAR) - FORM 5500

December 31, 2014

(a) (b) (©) (d) (e)
Identity of Issue, Borrower, Description of Investment, Including Current
Lessor, or Similar Party Maturity Date and Rate of Interest Cost** Value
Vanguard Value Index Admiral Fund Registered Investment Company % 2,254,564
PIMCO Total Return Institutional Fund Registered Investment Company *x 1,631,676
Vanguard 500 Index Admiral Fund Registered Investment Company *x 1,497,294
Mainstay Large Cap Growth | Fund Registered Investment Company * 1,095,250
Vanguard Mid Cap Index Admiral Fund Registered Investment Company *x 758,182
Vanguard Short Term Bond Index Admiral Fund Registered Investment Company *x 746,847
* Skagit Bancorp Inc. Common Stock Common Stock $ 273,790 746,700
Neuberger Berman Genesis Investment Fund Registered Investment Company *x 718,965
DFA US Small Cap Value | Fund Registered Investment Company *x 678,486
Harbor International Institutional Fund Registered Investment Company *x 662,193
Vanguard Small Cap Growth Index Adm Fund Registered Investment Company *x 641,028
Virtus Real Estate Securities A Fund Registered Investment Company *x 637,357
Vanguard Prime Money Market Fund Money Market Fund *x 602,782
American Funds Euro Pacific Growth R5 Fund Registered Investment Company *x 566,037
Loomis Sayles Bond Institutional Registered Investment Company *x 519,079
Vanguard Inflation Protection Securities Adm Fund Registered Investment Company * 457,111
PIMCO Commodity Real Return Strategy Institutional Registered Investment Company *x 289,522
Parametric Emerging Markets Institutional Fund Registered Investment Company *x 153,239
Vanguard Small Cap Index Admiral Fund Registered Investment Company *x 71,037
* Participant loans Semi-monthly payments of $12 - $463,
including interest at 4.25% to 5.25%;
maturing through June 2033 0 257,437
***x § 14,984,786

*

*%k

Denotes a party-in-interest

Cost information is omitted under the ERISA regulations as these investments are participant-directed.
*** This schedule of assets does not include $379,331 of employer contributions receivable at December 31, 2014.

See independent auditors' report

13




SKAGIT BANK EMPLOYEES' RETIREMENT PLAN
EIN: 91-0681718 PLAN NO. 002
SCHEDULE H, LINE 4(i) - SCHEDULE OF ASSETS (HELD AT END OF YEAR) - FORM 5500

December 31, 2015

(a) (b) (€) (d) (e)
Identity of Issue, Borrower, Description of Investment, Including Current
Lessor, or Similar Party Maturity Date and Rate of Interest Cost** Value

Vanguard Value Index Admiral Fund Registered Investment Company % 2,111,132
PIMCO Total Return Institutional Fund Registered Investment Company *x 1,907,331
Vanguard 500 Index Admiral Fund Registered Investment Company *x 1,679,858
Vanguard Mid Cap Index Admiral Fund Registered Investment Company *x 1,439,152
Mainstay Large Cap Growth | Fund Registered Investment Company *x 1,121,006
Vanguard Short Term Bond Index Admiral Fund Registered Investment Company * 904,145

* Skagit Bancorp Inc. Common Stock Common Stock $ 267,300 729,000
Harbor International Institutional Fund Registered Investment Company * 697,117
Vanguard Small Cap Growth Index Adm Fund Registered Investment Company *x 627,313
Vanguard Prime Money Market Fund Money Market Fund * 609,919
American Funds Euro Pacific Growth R5 Fund Registered Investment Company *x 598,935
DFA US Small Cap Value | Fund Registered Investment Company *x 571,323
Virtus Real Estate Securities A Fund Registered Investment Company *x 568,058
Vanguard Inflation Protection Securities Adm Fund Registered Investment Company *x 563,756
Loomis Sayles Bond Institutional Registered Investment Company *x 530,164
PIMCO Commodity Real Return Strategy Institutional Registered Investment Company *x 338,020
Parametric Emerging Markets Institutional Fund Registered Investment Company *x 165,387
Vanguard Small Cap Index Admiral Fund Registered Investment Company *x 57,589

*  Participant loans Semi-monthly payments of $22 - $463,
including interest at 4.25% to 5.25%;
maturing through June 2033 0 254,317

*

*%*

Denotes a party-in-interest

*k*k

Cost information is omitted under the ERISA regulations as these investments are participant-directed.
*** This schedule of assets does not include $427,014 of employer contributions receivable at December 31, 2015.
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