


Introduction Corporate Citizenship priorities

Timberland Bank was founded in 1915 to serve the financial

needs of communities in Western Washington with a full @ Business Ethics/ (] Whistleblower
range of lending and deposit services. Over a century later, Code of Conduct Programs

the commitment continues. We are proud to serve you and

will continue.to .expand our .services to meet the needs of @ Consumer Financial (D’éj\o Data Privacy &
our community in a responsible manner. We have 23 branch Protection C) Cybersecurity

locations in Western Washington with our capable staff
members that are eager to help our neighbors, families, and

friends succeed financially. Access to Finance

=

fatata)
Our Approach to Corporate Citizenship
Corporate Citizenship has always been part of our value system at Timberland
Bank, which has been driven by our leadership and staff who all live and
work in the communities we serve. We strive to support our communities by % — @ Ervronmenta!
providing donations and volunteering thousands of hours annually to local H @ Ll Reaponsivilty Com:mé@ge;fsctéh”éa“ ® Social
non-profit organizations and organizations our staff values. Our dedicated %0 ® FirencilFrotection @ Governance
staff members have developed meaningful relationships with our customers 5 e Capital
and the Community at large to ensure we continue to offer financial services £ .Ai':gffomem
that will help maintain the long-term viability of the cities and towns we live Y @ [onmental ° ¢ F‘”;‘Cgata Privacy &
in and serve. We believe in helping our community, maintaining appropriate % % @ §ipate Change Responsile Cy.be@ehf;’&m@
corporate governance, and being good stewards of the resources we manage. g S S;;%Eg;g%é%}yt Soarght oz
A Corporate Citizenship working group was formed in 2023. The working 5 3 ° o S
group engaged an independent consultant to assess our performance and help E é Diversity Equity ; :yccoomposmm
us create a comprehensive strategy to effectively manage social, community ﬁ jg e
and governance risks and opportunities. The Corporate Citizenship working E g ® Cormuniy
group leads this process with oversight from the Board of Directors through % $

the Governance Committee. On the top right is a list of the core values we
believe all Community Banks must adhere to in order to survive and thrive
in our local communities.

Internal Business Perspective
(Impact on Business)

Increasing Importance



@ Community Pillar

Human Capital Management

People are one of the most important assets of the
Bank. We must have high quality staff members
that are passionate and capable of maintaining
great relationships with our customers. We
emphasize creating a nurturing dynamic, engaged,
and resilient workforce that is deeply connected
to the needs and values of our community. We're
dedicated to continued growth, guided by the
principles of service, integrity, and

community stewardship.

We believe that our ability to attract and retain
employees is a key to our success. Accordingly, we
strive to offer competitive salaries, opportunities
for growth, and employee benefits to all employees
and monitor salaries in our market areas.

Strategic talent acquisition efforts have expanded
our workforce with diverse skill sets aligned with
our strategic goals.

We continue to manage attrition rates and highlight
a retention-centric approach in working with our
leaders, ensuring stability within our talented
teams. Our recruitment strategy focuses on local
talent acquisition and continues to result in
bolstering our teams with individuals deeply rooted
in the communities we serve. We observe a fair and
equitable application process for positions that are
advertised both internally and externally.

We provide competitive, comprehensive benefits
to our employees. Our commitment to ensuring a
safe, healthy workplace has been unwavering, with
proactive measures to safeguard our employees’
well-being.

Training programs are continuously
expanded and refined to help our
staff grow so they will better assist
our customers.

Benefit programs available to eligible employees
includes 401(k) savings plan, health and life
insurance, health savings accounts and flexible
spending accounts, employee assistance program,
paid holidays, paid time off, paid volunteer time,
paid time off for the employee’s birthday and other
leave as applicable.

We promote wellness initiatives to all employees
that focuses on self-care, nutrition, work life
balance, and financial education. Sustained focus
on employee health and safety underscores our
commitment to a secure workplace.



@ Community Pillar

Benefit programs includes:
*  40I1(k) savings plan
* Health and life insurance

e Health savings accounts and flexible
spending accounts

* Employee assistance program

* Paid holidays, vacation and other leave

Our community-focused approach has significantly
boosted employee engagement, fostering a sense
of belonging and purpose. The Bank’s strategy

is to create long term, productive relationships
through developmental growth with its employees.
The Bank offers ongoing training to employees
throughout their career. We use a variety of
formats for both regulatory and professional
development employee trainings, such as third-

party, in-house, and computer system-based
trainings. Managers and supervisors are offered
monthly training on a variety of management areas,
including performance coaching and employee
development. This training is created and facilitated
in-house and can be offered virtually. We also
recognize the value of allowing employees to
shadow and observe other areas of the Bank to
promote career development.

Currently, all employees receive performance
reviews each year and can participate in an
Employee Climate Survey. Results from the survey
have been reviewed and additional engagement
strategies continue to be developed based on the
survey findings.

Our culture is one that values integrity, honesty,
hard work, and community. Employees are free
to voice their ideas and supported in their
attempts to better themselves professionally
and improve the organization. Employees
receive recognition through several metrics

based on performance, time in service, process
improvements and efficiencies.

We recognize that the skills and knowledge of

its employees are critical to the success of the
organization and promotes training and continuing
education as an ongoing function for employees.
Our compliance training program provides annual
training courses to ensure that all employees and
officers know the rules applicable to their jobs.
Additional training and testing programs are offered
to employees of certain job positions to promote
and recognize advancement of skill and mastery
within the position. Employees are encouraged to
attend external education opportunities in the form
of training, conferences, and networking events.
Internal, robust talent development programs cater
to the unique needs of our employees, ensuring
their growth aligns with our organizational values.
Succession planning initiatives and specific training
programs ensure a pipeline of skilled individuals
prepared to lead the Bank into the future.




@ Community Pillar

Data Privacy & Cybersecurity

Communication and information systems

are essential to the conduct of our business,

as we use the various systems to manage our
customer relationships and all other aspects of

our business. Data Privacy and Cybersecurity

are key to maintaining customer and company
privacy while ensuring business continuity. Risk
assessments are conducted to assist in the planning
of third-party annual audits and testing of critical
information security controls. To effectively identify
and address security risks, Timberland uses an
Intrusion Detection and Response system, Data
Loss Prevention tools, Antivirus/malware, and

SIEM tools with third-party after-hours SOC. In
addition, quarterly vulnerability scanning, and
internal/external penetration testing is performed.
The result of these audits and testing confirm that
management oversite and control processes are
satisfactory, and the program is strong.

We have made a considerable investment in
technology to help us protect our clients’
information. We are constantly upgrading our
systems to stay ahead of malicious operators, using
technology to assist in identifying fraud and cyber-
attacks in real time.

We ensure controls are developed that meet
industry standards and integrate best practices
from our industry, state, and federal agencies.

Timberland Bank has a vendor management
program that evaluates new vendors and annually
reviews existing vendors. Quarterly trainings are
performed on cybersecurity, information security,
identity theft prevention and data privacy, including
a comprehensive policy review and required
employee sign-off.

Consumer Financial Protection

Safeguarding our customers’ financial interests
is our top priority. We have an internal training
program that ensures our customers are treated
fairly and protected.

Timberland Bank performs monthly,
quarterly and annual training which
includes:

* Elder Financial Abuse

* Red Flags

e |dentity Theft Protection
* Fair Lending

*  Privacy and Information Security

We assess hew products for potential risk before
they are launched and implement processes to
mitigate risk when needed. We have a compliance
team that works to keep us up to date with current
regulatory best practices.

We also offer loan modification options including
workout modifications, term extensions, and
income-qualified modifications.

During the pandemic we offered loan deferment
options and assisted customers in obtaining 1,677
Payment Protection Program (“PPP”) loans totaling
$192 million.

We value customer feedback, so we have a third-
party vendor that conducts phone and email
surveys monthly. Our branches, call center and
lending teams regularly review surveys and follow
up with at-risk customers to resolve issues.

Our Marketing team reviews the results of the
surveys monthly and provides results to executive
management. Customers can reach out to us with
comments, questions and complaints through
our online banking platform, website, in person,
or through the Washington State Department of
Financial Institutions/FDIC.

Al complaints are sent to our Compliance
Officer who reviews the claim, reaches

out to the business line manager for a
resolution and then sends the complainant
a letter with the findings and a resolution.
All complaints are followed up within 10
business days and a summary is sent to the
CEO and President.




@ Community Pillar

Access to Finance

We offer a variety of options to expand

access to finance, including no minimum
balance or maintenance fee checking and
savings accounts. Our checking accounts offer
free access to bill pay, online/mobile banking,
and mobile check deposit.

We offer several types of consumer and
business loans including short-term loans,
SBA lending, and construction loans. We

have lending options for first time home
buyers. We are also proud participants in

the Washington Community Reinvestment
Association (WCRA) and the Washington
State Office of Minority and Women'’s Business
Enterprises Small Business Assistance.

In 2023

$3.7 million

Timberland Bank originated
$3.7 million in residential loans to

low/moderate income borrowers.

Community Engagement

We embrace the communities we serve

by supporting and volunteering at local
organizations our staff members value.
Volunteerism remains a cornerstone of
our culture, reflecting our commitment

to help those around us succeed in their
lives financially and through the important
causes that grow our communities.

We believe in providing monetary
donations to local Organizations in our
community through donations and
sponsorships. During 2023, Timberland
contributed to 190 organizations.

$13 million

$13.0 million in small business loans to
borrowers with annual gross revenue
less than $1 million.

We offer and encourage 20 hours of
paid volunteer time off each year for
employees to volunteer at nonprofit
organizations within the Company's
geographic footprint, benefiting the
communities Timberland serves.

2. $1.9 million

Timberland donated and sponsored
events totaling $1.9 million since 2013.

$ 14.3 million

Additionally, we have lent money

to create affordable housing in our
local market areas and throughout
Washington State. Our current
portfolio has $14.3 million in affordable
housing loans.



Board Composition

A strong governance program starts with the

Board of Directors. Each Director brings a diverse
background of skills, tenure, age, and experiences
that are necessary to oversee Timberland Bank’s
business. As part of its director nominee evaluation
process, the Board considers diverse viewpoints,
backgrounds, and experiences, as well as gender,
age, race, and ethnicity, as important in selections
of directors to enhance the board's diversity.

The Company’s board of directors is currently
comprised of the Company's Chief Executive Officer
and seven non- employee directors.

&Q 50%

Board has 50% gender diversity.

é; 13%
ethnic diversity.

75%

Additionally, 75% of our board
is independent, including the
Board Chair.

b ]

Governance Pillar

Business Ethics

Business ethics is a key aspect of upholding In 2023 we received
Timberland Bank's values. Every year our Code of l o o% 100% completion rating
Conduct is approved by the Board of Directors. Each of this training.

employee must complete the Code of Ethics training
upon joining Timberland and annually thereafter.

To encourage employees to speak up when a violation of the Code of Ethics occurs,
we have a whistleblower hotline available 24/7 with the option for confidentiality.
Third parties also have access to this whistleblower hotline. All complaints are
reviewed by the Audit Committee within 30 days and escalation procedures are

in place.




@ Environmental Pillar

Timberland Bank is located in an area with Regarding operational efficiencies, we have moved

rich forests, fertile farmland, and easy access to LED lighting where appropriate, installed Over the past 10 years we have been

to waterways. Most people living in our motion-sensing lighting, and outfitted one of our converting to LED lighting, adding more
area treasure the rich natural resources we branches with solar power. efficient HYAC equipment, and adding

are blessed to live and work nearby. We
believe we must be good stewards of the rich
resources we manage.

higher R-value materials to make our

We use an environmental risk assessment as a part . .
locations more energy efficient.

of our loan evaluation process. When inspections

are conducted the property is evaluated for visible Recently we added solar panels to one

We use paperless technologies to reduce signs or evidence that any part of the property may branch to improve the buildings efficiency.
our environmental impact. We accept online be contaminated by hazardous materials or if any
loan and deposit applications and have hazardous materials are stored on the property.

made significant progress in our electronic

o Te e . . When appropriate, an investigation is conducted
digitalization initiative which will promote

to determine the history of the property related to

resource eff|C|enIC|es. We are continuing environmental issues and to determine if hazardous @ Code of Conduct

to assess the various areas of the Bank to substances had been used on the property in P . L. k

determine additional documents that can be : ) Ol‘lcy INKS @ Privacy Policy
tored electronicall the past. We also require loan applicants that

Stored electronically. use potential environmental contaminants in @ Whistleblower

its business to have appropriate procedures for
handling and disposing of those chemicals.

Recycling

For several years we have partnered with a local recycling
company to offer free shredding events to our local communities.

In 2023 we hosted four shred events which allowed 5.1 tons of
paper to be shredded and recycled. In addition, all Timberland
Bank locations shred and recycle paper waste weekly.



https://www.timberlandbank.com/assets/files/A9thk86R/Code%20of%20Ethics_Officer%20Employee%20-%202024.pdf
https://www.timberlandbank.com/privacy-policy
https://s25.q4cdn.com/969759405/files/doc_downloads/governance/Whistleblower-Policy-2024.pdf



