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Intermountain Community Bancorp

414 Church Street

Sandpoint, Idaho 83864

April 17, 2012

To the Shareholders of Intermountain Community Bancorp:

We cordially invite you to attend the 2012 Annual Shareholders Meeting of Intermountain Community Bancorp to be held on Thursday May 17,
2012 at 10:00 a.m. at the Sandpoint Center, located at 414 Church Street, Sandpoint, Idaho.

As you are aware, during 2011 the Company was in the midst of its capital raise, which we successfully closed in January 2012, and made the
decision to postpone holding the annual meeting until after the capital raise closed. Accordingly at this 2012 annual meeting, among other things
you will be voting to elect two classes of directors, as well as electing the two new directors that were appointed in January 2012. As discussed
in detail in this proxy statement, at this annual meeting you will also vote on two amendments to Intermountain�s articles of incorporation, one to
authorize a class of non-voting common stock and the other to approve a reverse stock split, a non-binding proposal to approve executive
compensation, a new equity plan and the ratification of our accountants for the year 2012.

Your vote is important. Whether or not you plan to attend the annual meeting, we hope that you will vote as soon as possible. We encourage you
to promptly complete and return the enclosed proxy card or vote by Internet or telephone, as specified in your proxy card; if you attend the
meeting in person, you may withdraw your proxy and vote your shares.

Further information regarding voting rights and the business to be transacted at the annual meeting is included in the accompanying proxy
statement. Your continued interest in and support of Intermountain Community Bancorp is truly appreciated.

Sincerely,

Curt Hecker

President and Chief Executive Officer
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INTERMOUNTAIN COMMUNITY BANCORP

414 Church Street

Sandpoint, Idaho 83864

(208) 263-0505

Notice of Annual Meeting of Shareholders

TIME 10:00 a.m. Pacific Daylight Time on Thursday May 17, 2012

PLACE Sandpoint Center, 414 Church Street, Sandpoint, Idaho

ITEMS OF BUSINESS (1)    To elect seven directors to the following terms: three directors to a two-year term; one director
to a one-year term; and three directors to a three-year term.

(2)    To approve an amendment to our articles of incorporation to authorize a new class of
non-voting common stock.

(3)    To approve an amendment to our articles of incorporation to (i) effect a reverse stock split of
our common stock by a ratio of not less than one-for-five and not more than one-for-ten at any time
prior to May 31, 2013, with the exact ratio to be set at a whole number within this range as
determined by our Board of Directors in its sole discretion, and (ii) reduce the number of authorized
shares of our common stock by the reverse stock split ratio determined by the Board of Directors.

(4)    To consider and approve an advisory (non-binding) vote to approve the compensation of
Intermountain�s executive officers, as disclosed in the proxy statement.

(5)    To approve the 2012 Stock Option and Equity Compensation Plan for eligible employees and
directors.

(6)    To ratify the appointment of BDO USA, LLP as the independent registered public accounting
firm for the fiscal year 2012.

(7)    To act upon such other matters as may properly come before the meeting or any adjournments
or postponements thereof.

RECORD DATE You are entitled to vote at the annual meeting and at any adjournments or postponements thereof if
you were a shareholder at the close of business on March 29, 2012.

VOTING BY PROXY Please submit your proxy card as soon as possible so that your shares can be voted at the annual
meeting in accordance with your instructions. For specific instructions on voting, please refer to the
instructions on your enclosed proxy card.

Your vote is important. Whether or not you plan to attend the annual meeting, we urge you to vote and submit your proxy by the Internet,
telephone or mail in order to ensure the presence of a quorum.

Registered holders may vote:

� By Internet: go to www.proxyvote.com

� By Phone: call toll-free 1-800-690-6903
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� By Mail: mark, sign, date and mail your proxy card
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Beneficial Holders: If your shares are held in the name of a broker, bank or other holder of record, you must follow the instructions you receive
from the holder of record to vote your shares.

By Order of the Board

Dale Schuman Curt Hecker
Corporate Secretary President and Chief Executive Officer

This proxy statement and the accompanying proxy card are being distributed on or about

April 17, 2012
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For Annual Meeting of Shareholders

to be held on May 17, 2012

Important Notice Regarding the Availability of Proxy Materials for the 2012 Shareholder Meeting:

A copy of this Proxy Statement and the Annual Report on Form 10-K for the year ended December 31, 2011, which also serves as the
Annual Report to Shareholders, are available at www.intermountainbank.com.

INFORMATION ABOUT THE MEETING

Why did I receive these proxy materials?

We are providing this Notice of Annual Meeting, proxy statement and the accompanying proxy card (the �proxy materials�) for use in connection
with the Annual Meeting of Shareholders of Intermountain Community Bancorp (also referred to in this proxy statement as �Intermountain,� the
�Company,� �we� and �us�) to be held on Thursday, May 17, 2012. These proxy materials are first being mailed to shareholders on or about April 17,
2012.

What proposals will be voted on at the annual meeting?

At the annual meeting, holders of our common stock will be asked to consider and act upon the following proposals:

� Election of Directors. To elect one nominee as director for a one-year term to expire in 2013; three nominees as a director with a
two-year term to expire in 2014; and three nominees as directors with three-year terms to expire in 2015.

� Amendment to Articles to Authorize Non-Voting Common Stock. Approval of an amendment to our articles of incorporation to
authorize a new series of non-voting common stock (�Non-Voting Common Stock�) to permit the conversion of the Mandatorily
Convertible Participating Preferred Stock, Series B (�Series B Preferred Stock�) issued in our recent capital raise into, and the exercise
of warrants issued to investors for, such Non-Voting Common Stock.

� Amendment to Articles to Authorize a Reverse Stock Split. Approval of an amendment to our articles of incorporation to (i) effect a
reverse stock split of our common stock by a ratio of not less than one-for-five and not more than one-for-ten at any time prior to
May 31, 2013, with the exact ratio to be set at a whole number within this range as determined by our Board of Directors in its sole
discretion, and (ii) reduce the number of authorized shares of our common stock by the reverse stock split ratio determined by our
Board of Directors (the �Reverse Stock Split�).

� Advisory (non-binding) Vote on Executive Compensation. To consider and approve in an advisory (non-binding) vote on, the
compensation of Intermountain executives as disclosed in the proxy statement.

� 2012 Stock Option and Equity Compensation Plan. To approve the adoption of a new equity compensation plan for employees and
directors.

� Ratification of the Appointment of Independent Accountants. To ratify the appointment of Intermountain�s independent registered
public accounting firm for 2012.

Why is the Authorization of Non-Voting Common Stock being proposed?
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of Non-Voting Common Stock at a conversion price of $1.00 per share subject to shareholder approval. The Company�s articles of incorporation
do not currently provide for Non-Voting Common Stock. Accordingly, to satisfy the Company�s obligations under the agreements with certain
investors in the 2012 Capital Raise, the Company is asking shareholders to approve an amendment to its articles to authorize Non-Voting
Common Stock. A detailed discussion relating to the Non-Voting Common Stock is set forth in �Proposal No. 2. Approval of an Amendment to
our Articles to Authorize Non-Voting Common Stock.�

Why is the Reverse Stock Split being proposed and how will fractional shares be treated?

You may recall that at a special meeting of the shareholders held on February 25, 2010, you were asked to vote on two proposals: an amendment
to the Company�s articles of incorporation to increase the number of authorized shares of our common stock, and to authorize a reverse stock
split. The amendment to the articles of incorporation was accomplished and the authorized shares of common stock were increased to
300,000,000. Shareholder approval of the Reverse Stock Split at the special meeting was only valid until April 30, 2011. The Board determined
not to proceed with the Reverse Stock Split until completion of the 2012 Capital Raise. Accordingly, the proposal to authorize the Reverse Stock
Split is being presented for a vote of the shareholders at the 2012 annual meeting.

We are proposing the Reverse Stock Split primarily to increase the market price of our common stock to enhance our ability to meet the initial
listing requirements of the NASDAQ Capital Market, and also to make our common stock more attractive to a broader range of investors.
Although we have not applied to list our common stock on the NASDAQ Capital Market or any other stock exchange, our Board of Directors
has considered taking such action and believes it is in the Company�s and our shareholders� best interests to position the Company�s common stock
for possible listing. In addition, under agreements with investors in the 2012 Capital Raise, the Company is obligated to file a listing application
with NASDAQ within one year from the closing, to list the common stock on the NASDAQ Capital Market. Among the initial listing
requirements for the NASDAQ Capital Market is currently a $4.00 per share minimum bid price. Reducing the number of outstanding shares of
our common stock should, absent other factors, increase the per share market price of our common stock, although we cannot provide any
assurance that we will be able to maintain our minimum bid price over $4.00 per share even if we implement the Reverse Stock Split. Based on
the last reported sale price of the Common Stock of $1.22 on April 4, 2012, any of the potential reverse split ratios should have the effect of
increasing the market price of the Common Stock above the current $4.00 threshold for listing on the NASDAQ Capital Market. The Board of
Directors may elect a higher ratio than is minimally necessary in order to provide greater assurance of the market price per share remaining
above $4.00.

To avoid shareholders owning fractional shares, shareholders of record who would otherwise hold fractional shares as a result of the Reverse
Stock Split will be entitled to receive an additional fraction of a share of Common Stock to round up to the next whole share. This will result in
additional fractions of shares being provided to all shareholders who hold a number of shares not evenly divisible by the reverse split ratio
chosen. However, this will have a minimal impact on the pro forma ownership percentages of shareholders after giving effect to the reverse split.

In addition, we believe the Reverse Stock Split will make our common stock more attractive to a broader range of investors, as we have been
advised that the current market price of our common stock may affect its acceptability to certain institutional investors, professional investors
and other members of the investing public. Many brokerage houses and institutional investors have internal policies and practices that either
prohibit them from investing in low-priced stocks or tend to discourage individual brokers from recommending low-priced stocks to their
customers.

2
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How does the Board of Directors recommend I vote?

The Board of Directors unanimously recommends that you vote:

� �FOR� the director nominees;

� �FOR� the articles amendment to authorize Non-Voting Common Stock;

� �FOR� the articles amendment to authorize the Reverse Stock Split;

� �FOR� the approval of the advisory (non-binding) vote to approve executive compensation;

� �FOR� the approval to adopt the 2012 Stock Option and Equity Compensation Plan; and

� �FOR� the ratification of the appointment of the independent registered public accounting firm.
What vote is required to approve each of the proposals?

Election of Directors. The three nominees for election as directors at the annual meeting with terms that expired in 2011, the three nominees for
director whose terms expire at the 2012 annual meeting, and the one director nominee appointed to the class of directors whose term expires in
2013, who receive the highest number of affirmative votes FOR will be elected. Shareholders are not permitted to cumulate their votes for the
election of directors. Votes may be cast for or withheld from each nominee. Votes that are withheld and broker non-votes will have no effect on
the outcome of the election.

Non-Voting Common Stock and Reverse Stock Split. To approve each of the articles amendments that authorize Non-Voting Common Stock and
the Reverse Stock Split, we must receive the affirmative vote FOR the applicable proposal by holders of at least a majority of the total votes
entitled to be cast at the annual meeting. Abstentions and broker non-votes (defined below) will have the same effect as a vote against each of
these proposals.

Advisory (non-binding) Vote on Executive Compensation. The advisory (non-binding) vote to approve executive compensation requires the
affirmative vote FOR the proposal by holders of a majority of the shares present in person or by proxy and voting on the proposal. You may
vote for, against or abstain from approving the advisory (non-binding) vote on executive compensation. Abstentions and broker non-votes will
have no effect on the outcome of the vote.

2012 Stock Option and Equity Compensation Plan. The affirmative votes FOR by a majority of those shares present in person or by proxy and
voting on the proposal are required to approve the 2012 Stock Option and Equity Compensation Plan. You may vote for, against or abstain from
approving the plan. Abstentions and broker non-votes will have no effect on the outcome of the vote.

Ratification of the Appointment of the Independent Registered Public Accounting Firm. The proposal to ratify the appointment of Intermountain�s
independent registered public accounting firm for 2012 requires the affirmative vote FOR the proposal by holders of a majority of the shares
present in person or by proxy and voting on the proposal. You may vote for, against or abstain from the ratification of the independent
registered public accounting firm. Abstentions and broker non-votes will have no effect on the outcome of the vote.

How will my proxy be voted?

Shares represented by properly executed proxies that are received in time and not revoked will be voted in accordance with the instructions
indicated on the proxies. If no instructions are indicated, the persons named in the proxy will vote the shares represented by the proxy FOR the
director nominees, FOR the authorization of the Non-Voting Common Stock, FOR the authorization of the Reverse Stock Split, FOR the
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advisory (non-binding) vote to approve executive compensation, FOR the approval of the 2012 Stock Option and Equity Compensation Plan,
and FOR the ratification of the independent registered public accounting firm.

Can I revoke my proxy?

Any proxy given by a shareholder may be revoked before its exercise by (1) giving notice to us in writing, (2) delivering to us a subsequently
dated proxy, or (3) notifying us at the annual meeting before the shareholder vote is taken.

Who is soliciting proxies?

Our Board of Directors is soliciting proxies from the holders of our common stock, and we will pay the associated costs. Solicitation may be
made by Intermountain�s and Panhandle State Bank�s (�Bank�) directors, officers and employees. In addition, we may engage an outside proxy
solicitation firm to render proxy solicitation services. If we do, we will pay a fee for such services. Solicitation may be made through the mail, or
by telephone, facsimile, or personal interview. We also may reimburse brokerage firms, custodians and other persons representing beneficial
owners of shares for their expenses in forwarding solicitation material to such beneficial owners.

Who is entitled to vote?

Shareholders who owned our common stock as of the close of business on March 29, 2012 (the �Record Date�) are entitled to vote at the annual
meeting. There were approximately 20,769,762 shares of our common stock issued and outstanding on the Record Date, and each share of
common stock is entitled to one vote on each matter properly brought before the annual meeting. Our outstanding Fixed Rate Cumulative
Perpetual Preferred Stock, Series A, no par value (the �Series A Preferred Stock�) and our Mandatorily Convertible Cumulative Participating
Preferred Stock, Series B, are not entitled to vote at the annual meeting.

What is the quorum requirement for the annual meeting?

The quorum requirement for holding the annual meeting and transacting business is a majority of the total votes entitled to be cast at the annual
meeting. The shares may be present in person or represented by proxy at the annual meeting. Both abstentions and broker non-votes (defined
below) are counted as present for the purpose of determining the presence of a quorum.

Are these proxy materials available on-line?

This Notice of Annual Meeting and proxy statement are available on our Website at www.intermountainbank.com.

What is the difference between holding shares as a shareholder of record and as a beneficial owner?

As summarized below, there are some differences between shares held of record and those owned beneficially.

Shareholders of Record. If your shares are registered directly in your name with Intermountain�s transfer agent, American Stock Transfer and
Trust, you are considered, with respect to those shares, the shareholder of record, and these proxy materials are being sent to you by
Intermountain through Broadridge Investor Communications Solutions. As the shareholder of record, you have the right to grant your voting
proxy directly to Intermountain or to vote in person at the annual meeting. Intermountain has enclosed a proxy card for you to use. For
instructions on voting by telephone or the Internet, please refer to your proxy card, the Notice of Annual Meeting delivered with this proxy
statement and the instructions set forth below.
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Beneficial Ownership/Broker Non-Votes. If your shares are held in a stock brokerage account or by a bank or other nominee, you are considered
the beneficial owner of shares held in �street name,� and these proxy materials are being forwarded to you by your broker or nominee who is
considered, with respect to those shares, the shareholder of record. As the beneficial owner, you have the right to direct your broker how to vote
with respect to the shares you beneficially own. Your broker or nominee has enclosed a voting instruction card for you to use in directing your
broker or nominee as to how to vote your shares. A �broker non-vote� occurs when shares held by a broker for a beneficial owner are not voted
with respect to a particular proposal because (1) the proposal is not routine and the broker therefore lacks discretionary authority to vote the
shares, and (2) the beneficial owner does not submit voting instructions to the broker. If you do not instruct your broker on how to vote your
shares, your broker may vote your shares at this meeting on the ratification of the appointment of the independent registered accounting firm
only. If no instruction is given with respect to the election of directors, respective amendments to the articles of incorporation, approval of the
advisory (non-binding) resolution on executive compensation or approval of the 2012 Stock Option and Equity Compensation Plan, your broker
cannot vote your shares on these proposals.

How do I vote?

You may vote your shares either in person at the annual meeting or by proxy. To vote by proxy, you should mark, date, sign and mail the
enclosed proxy card in the envelope provided. If your shares are registered in your own name and you attend the meeting, you may deliver your
completed proxy card in person. �Street name� shareholders, that is, those shareholders whose shares are held in the name of and through a broker
or nominee, who wish to vote at the meeting will need to obtain a proxy form from the institution that holds their shares.

Telephone Voting. You may grant a proxy to vote your shares by telephone by calling 1-800-690-6903. Please see the instructions on the
enclosed proxy card.

Internet Voting. You may also grant a proxy to vote your shares by means of the Internet. The Internet voting procedures below are designed to
authenticate your identity, to allow you to grant a proxy to vote your shares, and to confirm that your instructions have been recorded properly.

For shares registered in your name. As a shareholder of record, you may go to www.proxyvote.com to grant a proxy to vote your shares by
means of the Internet. You will be required to provide our number and the control number, both of which are contained on your proxy card. You
will then be asked to complete an electronic proxy card. The votes represented by such proxy will be generated on the computer screen, and you
will be prompted to submit or revise them as desired.

For shares registered in the name of a broker or bank. Most beneficial owners, whose stock is held in �street name,� receive instructions for
granting proxies from their banks, brokers or other agents, rather than a proxy card.

A number of brokers and banks are participating in a program provided through Broadridge Investor Communication Solutions that offers the
means to grant proxies to vote shares over the telephone and Internet. If your shares are held in an account with a broker or bank participating in
the Broadridge program, you may grant a proxy to vote those shares by calling the telephone number or accessing the website as shown on the
instruction form received from your broker or bank.

General information for all shares voted via the Internet or by phone. We must receive Internet or telephone votes by 11:59 p.m. on May 16,
2012. Submitting your proxy via the Internet or by phone will not affect your right to vote in person should you decide to attend the annual
meeting.

How can I find out the results of the voting at the annual meeting?

Preliminary voting results will be announced at the annual meeting. We will publish final results in a Current Report on Form 8-K that will be
filed with the Securities and Exchange Commission within four business days after the annual meeting. After the Form 8-K is filed, you may
obtain a copy by visiting our Website at www.intermountainbank.com and clicking on the Governance Documents link under Investor Relations,
or by writing to: Intermountain Community Bancorp, c/o the Corporate Secretary, P. O. Box 967, Sandpoint, Idaho 83864.
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PROPOSAL NO. 1�ELECTION OF DIRECTORS

General

Our amended and restated articles of incorporation (�articles�) and bylaws allow the Board to set the number of directors on the Board within a
range of five to fifteen. The articles also authorize the Board to fill vacancies that occur on the Board, including vacancies that are a result of
increasing the number of directors. As a result of our successful 2012 Capital Raise, certain investors had the right to appoint a director to the
Company and Bank Boards. In addition, as a result of Mr. Bauer�s retirement from the Board and Mr. Smith�s decision not to stand for re-election
this year, the Board has set the number of directors at ten. Information regarding the directors� backgrounds and qualifications is set forth below
under each of their biographical summaries.

Directors are generally elected for terms of three years or until their successors are elected and qualified. Our articles provide for staggered
terms, with approximately one-third of the directors elected each year, with the classes of directors as near-equal size as possible. In order to
maintain an equal number of directors in each class, one of our new directors was appointed to the class of directors whose terms expire in 2013
and the other new director was appointed to the class of directors whose terms expire in 2014. Because the Company did not hold an annual
meeting of shareholders in 2011, at the 2012 annual meeting, shareholders will also vote to elect directors whose terms expired in 2011 but who
continue to serve, as well as those with terms expiring in 2012. Under applicable corporate law, directors remain directors of a company until
their successors are duly elected and qualified, notwithstanding the expiration of their respective term.

Our Nominating/Corporate Governance Committee has recommended, and the Board has nominated Russell J. Kubiak for election as a director
for a one-year term to expire at the 2013 annual meeting; Maggie Y. Lyons, Ronald Jones and John L. Welborn, Jr. for election as directors for
two-year terms to expire at the 2014 annual meeting of shareholders; and Ford Elsaesser, Curt Hecker and Michael J. Romine for three-year
terms to expire at the 2015 annual meeting of shareholders. If any of the nominees should refuse or become unable to serve, your proxy will be
voted for the person the Board designates to replace that nominee. We are not aware of any nominee who will be unable to or refuses to serve as
a director. As disclosed in prior SEC reports, as a participant in U.S. Treasury�s Capital Purchase Program (�CPP�) implemented in connection with
the Troubled Asset Relief Program (�TARP�), in the event we do not pay dividends on the preferred stock issued to Treasury under the CPP for six
quarters, whether consecutive or not, Treasury has the right to appoint two directors to the Company�s Board until all accrued but unpaid
dividends have been paid. As of the date of this proxy statement, Intermountain has not paid dividends on the preferred stock for nine quarters.
Accordingly, although Treasury has not taken such action, it could act to appoint two directors to the Board until such dividend payments are
made.

Vote Required

The three nominees for election as directors at the annual meeting with terms to expire in 2014, the three nominees for director with terms to
expire in 2015, and the one director nominee appointed to the class of directors whose terms expire in 2013 who receive the highest number of
affirmative votes FOR will be elected. Brokers do not have discretion to cast a vote FOR the election of directors. Therefore, if your shares are
in street name and you do not instruct your broker how to vote, your shares will not be voted on this proposal.

The Board of Directors unanimously recommends a vote �FOR� each of the nominees to the Board.
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INFORMATION WITH RESPECT TO NOMINEES AND OTHER DIRECTORS

The following tables set forth certain information with respect to the director nominees and the ot
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