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March 23, 2017

Dear Shareholder:

On behalf of the Board of Directors and management of Heritage Financial Corporation, we cordially invite you to
attend the annual meeting of shareholders. The meeting will be held at 10:30 a.m., Pacific time, on Wednesday,

May 3, 2017 at the DoubleTree by Hilton, 415 Capitol Way N., Olympia, Washington. The matters expected to be
acted upon at the meeting are described in the attached Proxy Statement. In addition, we will report on our results of
operations during the past year and address your questions and comments.

We encourage you to attend the meeting in person. Whether or not you plan to attend, please take the time to read the
Proxy Statement and vote via the Internet or telephone or by completing and mailing the proxy card (if you received
one) as promptly as possible. This will save us the additional expense of soliciting proxies and will ensure that your
shares are represented at the annual meeting.

Your Board of Directors and management are committed to the continued success of Heritage Financial Corporation
and the enhancement of your investment. We appreciate your confidence and support and look forward to seeing you
at the meeting.

Brian S. Charneski Brian L. Vance
Chairman of the Board President and Chief Executive Officer
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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
Date:  Wednesday, May 3, 2017
Time: 10:30 a.m., Pacific time

Place: DoubleTree by Hilton, 415 Capitol Way N., Olympia, Washington
Matters to be voted on:
1.The election of nine directors to each serve for a one-year term.
An advisory (non-binding) resolution to approve the compensation paid to our named executive officers, as
"disclosed in this Proxy Statement.
An advisory (non-binding) vote on the frequency of future votes to approve the compensation paid to named

“executive officers.

The ratification of the Audit and Finance Committee’s appointment of Crowe Horwath LLP as our independent

‘registered public accounting firm for the year ending December 31, 2017.
We will also transact other business that may properly come before the meeting, or any adjournment or postponement
thereof.
Shareholders of record at the close of business on March 6, 2017 are entitled to receive notice of and to vote at the
annual meeting.
Please vote your shares at your earliest convenience. This will ensure the presence of a quorum at the meeting. For
instructions on voting, please refer to the instructions on the Notice of Internet Availability of Proxy Materials you
received in the mail. You can request to receive proxy materials by mail or e-mail. Promptly voting your shares via
the Internet, by telephone, or by signing, dating, and returning the proxy card, which is solicited by the Board of
Directors, will save us the expense and extra work for additional solicitation. The proxy will not be used if you attend
and vote at the annual meeting in person. Your vote is very important.
By Order of the Board of Directors,
Kaylene M. Lahn
Senior Vice President and Corporate Secretary

Olympia, Washington
March 23, 2017
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PROXY STATEMENT
2017 ANNUAL MEETING OF SHAREHOLDERS

HERITAGE FINANCIAL CORPORATION

201 Fifth Avenue S.W.

Olympia, Washington 98501

(360) 943-1500
The Board of Directors of Heritage Financial Corporation (“Board”) is using this Proxy Statement to solicit proxies from
our shareholders for use at the annual meeting of shareholders. We first provided access to this Proxy Statement and a
form of proxy card on March 23, 2017.
The information provided in this Proxy Statement relates to Heritage Financial Corporation and its wholly-owned
bank subsidiary, Heritage Bank. Heritage Financial Corporation may also be referred to as “Heritage” or the “Company.’
All references in this Proxy Statement to “Heritage,” “we,” “us” and “our” or similar references mean Heritage Financial
Corporation and its consolidated subsidiaries and all references to Heritage Financial Corporation mean Heritage
Financial Corporation excluding its subsidiaries, in each case unless otherwise expressly stated or the context requires
otherwise.
INFORMATION ABOUT THE ANNUAL MEETING
Time and Place of the Annual Meeting

Our annual meeting will be held as follows:

Date: Wednesday, May 3, 2017

Time: 10:30 a.m., Pacific time

Place: DoubleTree by Hilton, 415 Capitol Way N., Olympia, Washington
Matters to Be Considered at the Annual Meeting
At the meeting, you will be asked to consider and vote on:

The election of nine directors to each serve for a one-year term.

An advisory, non-binding, resolution to approve the compensation paid to our named executive officers, as disclosed
in this Proxy Statement.

An advisory, non-binding, vote on the frequency of future advisory votes on executive compensation.

The ratification of the Audit and Finance Committee’s appointment of Crowe Horwath LLP as our independent
registered public accounting firm for the year ending December 31, 2017.
We will also transact any other business that may properly come before the annual meeting. As of the date of this
Proxy Statement, we are not aware of any business to be presented for consideration at the annual meeting other than
the matters described in this Proxy Statement.
Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Shareholders to Be Held
on May 3, 2017

Our Proxy Statement, the Notice of Internet Availability of Proxy Materials and our Annual Report to Shareholders
are available at www.hf-wa.com. The following materials are available for review:

Proxy Statement;

Notice of Internet Availability of Proxy Materials;

Proxy Card;

Annual Report to Shareholders; and

Directions to attend the annual meeting, where you may vote in person.

]

We provided access to our proxy materials beginning on March 23, 2017. On that day, we mailed the Notice of
Availability of Proxy Materials to our shareholders. The SEC allows us to deliver proxy materials to shareholders over
the Internet.
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We believe that this offers a convenient way for shareholders to review our information. It also reduces printing
expenses and lessens the environmental impact of paper copies.

Who is Entitled to Vote?

We have fixed the close of business on March 6, 2017, as the record date for shareholders entitled to notice of and to
vote at our annual meeting. Only holders of record of Heritage’s common stock on that date are entitled to notice of
and to vote at the annual meeting. You are entitled to one vote for each share of Heritage common stock you own,
unless you acquired more than 10% of Heritage’s outstanding common stock without prior Board approval. As
provided in our Articles of Incorporation, for each vote in excess of 10% of the voting power of the outstanding shares
of Heritage’s voting stock, the record holders in the aggregate will be entitled to cast one-hundredth of a vote, and the
aggregate power of these record holders will be allocated proportionately among these record holders. On March 6,
2017, there were 29,956,344 shares of Heritage common stock outstanding and entitled to vote at the annual meeting.
How Do I Vote at the Annual Meeting?

Proxies are solicited to provide all shareholders on the voting record date an opportunity to vote on matters scheduled
for the annual meeting and described in these materials. This answer provides voting instructions for shareholders of
record. You are a shareholder of record if your shares of Heritage common stock are held in your name. If you are a
beneficial owner of Heritage common stock held by a broker, bank or other nominee (i.e., in “street name”), please see
the instructions in the following question.

Shares of Heritage common stock can only be voted if the shareholder is present in person or by proxy at the annual
meeting. To ensure your representation at the annual meeting, we recommend you vote by proxy even if you plan to
attend the annual meeting. You can always change your vote at the meeting if you are a shareholder of record.

Voting instructions are included on your proxy card. Shares of Heritage common stock represented by properly
executed proxies will be voted by the individuals named on the proxy card in accordance with the shareholder’s
instructions. Where properly executed proxies are returned to us with no specific instruction as to how to vote at the
annual meeting, the persons named in the proxy will vote the shares FOR the election of each of our director
nominees, FOR advisory approval of the compensation of our named executive officers as disclosed in this Proxy
Statement, FOR holding an advisory vote on executive compensation every year and FOR ratification of the
appointment of Crowe Horwath LLP as our independent registered public accounting firm for the year ending
December 31, 2017. If any other matters are properly presented at the annual meeting for action, the persons named in
the form of proxy and acting thereunder will have the discretion to vote on those matters in accordance with their best
judgment. We do not currently expect that any other matters will be properly presented for action at the annual
meeting.

You may receive more than one proxy card depending on how your shares are held. For example, you may hold some
of your shares individually, some jointly with your spouse and some in trust for your children. In this case, you will
receive three separate proxy cards to vote.

What if My Shares Are Held in “Street Name” by a Broker?

If you are the beneficial owner of shares held in “street name” by a broker, your broker, as the record holder of the
shares, is required to vote the shares in accordance with your instructions. If you do not give instructions to your
broker, your broker may nevertheless vote the shares with respect to discretionary items, but will not be permitted to
vote your shares with respect to non-discretionary items, pursuant to current industry practice. In the case of
non-discretionary items, the shares not voted will be treated as “broker non-votes.” The proposal for the election of
directors and the advisory votes on executive compensation are considered non-discretionary items; therefore, you
must provide instructions to your broker in order to have your shares voted on these proposals.

If your shares are held in street name, you will need proof of ownership to be admitted to the annual meeting. A recent
brokerage statement or letter from the record holder of your shares are examples of proof of ownership. If you want to
vote your shares of common stock held in street name in person at the annual meeting, you will have to get a written
proxy in your name from the broker, bank or other nominee who holds your shares.

How Will My Shares of Common Stock Held in the 401(k) Profit Sharing Plan Be Voted?

We maintain a 401(k) profit sharing plan (“401(k) Plan”’) which owned 321,088 shares or 1.1% of Heritage’s common
stock as of the record date. Our employees participate in the 401(k) Plan. Each participant may instruct the 401(k)
Plan trustee how to vote the shares of Heritage common stock allocated to his or her account under the Plan by
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completing a vote authorization form. If a participant properly executes a vote authorization form, the 401(k) Plan
trustee will vote the participant’s shares in accordance with the participant’s instructions. 401(k) Plan shares for which
proper voting instructions are not received will not be voted. In order to give the trustee sufficient time to vote, all
vote authorization forms, which are in the form of a proxy card, must be received from 401(k) Plan participants by the
transfer agent by April 28, 2017.

How Many Shares Must Be Present to Hold the Meeting?

A quorum must be present at the meeting for any business to be conducted. The presence at the meeting, in person or
by proxy, of at least a majority of the shares of Heritage common stock entitled to vote at the annual meeting as of the
record date will constitute a quorum. Proxies received but marked as abstentions or broker non-votes will be included
in the calculation of the number of shares considered to be present at the meeting.

What if a Quorum Is Not Present at the Meeting?

If a quorum is not present at the scheduled time of the meeting, a majority of the shareholders present or represented
by proxy may adjourn the meeting until a quorum is present. The time and place of the adjourned meeting will be
announced at the time the adjournment is taken, and no other notice will be given unless a new record date for the
meeting is set. An adjournment will have no effect on the business that may be conducted at the meeting.

Vote Required to Approve Proposal 1: Election of Directors

On September 28, 2016, the Board of Directors adopted amendments to our Bylaws to provide for the election of
directors by the majority of votes cast by shareholders in uncontested elections. The Bylaw amendment provides that
in an uncontested election, the number of shares voted "for" a director nominee must exceed the number of shares
voted "against" a director nominee, in order for a director nominee to be elected. The following are not considered
votes cast: (1) a share whose ballot is marked as withheld; (2) a share otherwise present at the meeting but for which
there is an abstention; and (3) a share otherwise present at the meeting as to which a shareholder of record gives no
authority or direction. The term of any director, who was a director at the time of the election, but who does not
receive a majority of votes cast in an election held under the new majority vote standard will continue to serve as a
director until terminated on the earliest to occur of: (1) 90 days after the date election results are determined; (2) the
date the Board appoints a new director to fill the position; or (3) the date and time the director's resignation is
effective.

The Bylaw amendment provides that an election is considered a "contested election" if there are shareholder nominees
for director pursuant to Heritage's advance notice provision and who are not withdrawn by the advance notice deadline
set forth in Heritage's Articles of Incorporation. If the Board determines there is a "contested election”, the election of
directors will be held under a plurality standard. Under the plurality standard, the nominees who receive the highest
number of votes for the directorships for which they have been nominated will be elected.

Pursuant to our Articles of Incorporation, shareholders are not permitted to cumulate their votes for the election of
directors. Votes may be cast for or against each nominee, or shareholders may withhold their votes. Votes that are
withheld and broker non-votes will have no effect on the outcome of the election. Our Board of Directors
unanimously recommends that you vote FOR the election of each of its director nominees.

Vote Required to Approve Proposal 2: Advisory Vote on Executive Compensation

Approval of the advisory (non-binding) resolution to approve the compensation paid to our named executive officers
requires the affirmative vote of the majority of the shares of Heritage common stock present, in person or by proxy,
and entitled to vote at the annual meeting. Abstentions are not affirmative votes and, therefore, will have the same
effect as a vote against the proposal. Broker non-votes are not entitled to vote and therefore will have no effect on the
approval of the proposal. Our Board of Directors unanimously recommends that you vote FOR the adoption of an
advisory resolution to approve our executive compensation as disclosed in this Proxy Statement.

Vote Required to Approve Proposal 3: Advisory Vote on the Frequency of Shareholder Votes on Executive
Compensation

The advisory (non-binding) vote regarding the frequency of shareholder votes on executive compensation has three
alternatives. Shareholders may vote that shareholder votes on executive compensation be held every year, every two
years or every three years, or shareholders may abstain from voting. The alternative receiving the greatest number of
votes - every year, every two years or every three years - will be the frequency that shareholders approve. Abstentions
and broker non-votes will have no effect on the outcome of the advisory vote because the alternative receiving the
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recommends that you vote FOR the adoption of an advisory resolution that shareholders should consider an advisory
resolution on executive compensation every year.

Vote Required to Approve Proposal 4: Ratification of the Appointment of Our Independent Registered Public
Accounting Firm

Ratification of the Audit and Finance Committee’s appointment of Crowe Horwath LLP as our independent registered
public accounting firm for the year ending December 31, 2017, requires the affirmative vote of the majority of the
shares of Heritage common stock present, in person or by proxy, and entitled to vote at the annual meeting by holders
of Heritage common stock. Abstentions are not affirmative votes and, therefore, will have the same effect as a vote
against the proposal. Our Board of Directors unanimously recommends that you vote FOR the proposal to ratify the
appointment of Crowe Horwath LLP as our independent registered public accounting firm for the year ending
December 31, 2017.

May I Revoke My Proxy?

You may revoke your proxy before it is voted by:

submitting a new proxy with a later date;

notifying the Corporate Secretary of Heritage in writing (or if you hold your shares in street name, your broker, bank
or other nominee) before the annual meeting that you have revoked your proxy; or

voting in person at the annual meeting.

If you plan to attend the annual meeting and wish to vote in person, we will give you a ballot at the annual meeting.
However, if your shares are held in “street name,” you must bring a validly executed proxy from the nominee indicating
that you have the right to vote the shares.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following tables set forth, as of the record date or the most currently reported date, information regarding share
ownership of:

those persons or entities (or groups of affiliated persons or entities) known by management to beneficially own more
than five percent of Heritage’s common stock other than directors and executive officers;

each director of Heritage;

each executive officer of Heritage named in the Summary Compensation Table appearing under “Executive
Compensation” below (known as “named executive officers”); and

all current directors and executive officers of Heritage as a group.

On March 6, 2017, there were 29,956,344 shares of Heritage common stock outstanding.

Persons and groups who beneficially own in excess of five percent of Heritage’s common stock are required to file
with the Securities and Exchange Commission (‘“SEC”), and provide a copy to Heritage, reports disclosing their
ownership pursuant to the Securities Exchange Act of 1934, as amended (“Securities Exchange Act”). To our
knowledge, no other person or entity, other than as set forth below, beneficially owned more than five percent of the
outstanding shares of Heritage’s common stock as of the close of business on the most recent date for which ownership
information is available.
i Number of Shares  Percent of Common

Beneficial Owners of More Than 5% Beneficially Owned Stock Outstanding
BlackRock Inc.(D)
55 East 52d Street 2,101,286 7.0 %
New York, New York 10055

According to a Schedule 13G filed with the SEC on January 24, 2017 reporting shares owned as of December 31,
(1)2016, BlackRock Inc. has sole voting power over 2,009,320 shares and sole dispositive power over 2,101,286

shares.
Beneficial ownership is determined in accordance with the rules and regulations of the SEC. In accordance with Rule
13d-3 of the Securities Exchange Act, a person is deemed to be the beneficial owner of any shares of common stock if
he or she has voting and/or investment power with respect to those shares. Therefore, the table below includes shares
owned by spouses, other immediate family members in trust, shares held in retirement accounts or funds for the
benefit of our named individuals, and other forms of ownership, over which shares the persons named in the table may

11
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person and the percentage ownership of that person, shares of common stock subject to outstanding options that
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are currently exercisable or exercisable within 60 days after March 6, 2017 are included in the number of shares
beneficially owned by the person and are deemed outstanding for the purpose of calculating the person’s percentage
ownership. These shares, however, are not deemed outstanding for the purpose of computing the percentage
ownership of any other person.

The following table shows, as of March 6, 2017, the amount of Heritage common stock owned (unless otherwise
indicated) by each director, named executive officers and all of our directors and executive officers as a group.
Number of Shares Percent of Common

Directors & Officers Beneficially Owned Stock Outstanding

Rhoda L. Altom() 8,020 *
David H. Brown® 98,068 *
Brian S. Charneski® 41,897 *
Gary B. Christensen® 64,450 *
John A. Clees® 55,592 *
Mark D. Crawford 12,002 *
Kimberly T. Ellwanger® 18,227 *
Deborah J. Gavin 9,108 *
Jeffrey S. Lyon(” 35,947 *
Gragg E. Miller® 25,715 *
Anthony B. Pickering® 63,147 *
Robert T. Severns(10) 14,879 *
Ann Watson(!D 9,014 *

Brian L. Vance(12)
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