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PART |

ITEM 1. BUSINESS
General

Silicon Valley Bancshares is a bank holdingipany and a financial holding company. Our ppaksubsidiary, Silicon Valley Bank, is a
California state-chartered bank and a member oF#teral Reserve System. Silicon Valley Bank's digpare insured by the Federal Deposit
Insurance Corporation. Our corporate headquadoated at 3003 Tasman Drive, Santa Clara, Calg®5054 and our telephone number is
408.654.7400. When we refer to "Silicon Valley Bsimares," or "we" or similar words, we intend tolirde Silicon Valley Bancshares and all
of its subsidiaries collectively, including Silicdalley Bank. When we refer to "Silicon," we ardereing only to Silicon Valley Bancshares.

Silicon Valley Bank's profitability, like ast financial institutions, is primarily dependemt interest rate differentials. In general, the
difference between the interest rates paid by @ili¢alley Bank on interest-bearing liabilities, buas deposits and other borrowings, and the
interest rates received on its interest-earningtassuch as loans extended to its clients anditiestheld in its investment portfolio, comprise
the major portion of its earnings. Silicon Vallegrik also provides a wide variety of fee-based fimdrservices to its clients, including private
label client investment and sweep products, foreigrhange products and deposit services. Oveptigeterm, Silicon Valley Bank seeks to
generate strong operating results by leveraginigiitsing practice to obtain warrant agreementaitehmse equity in the technology and life
sciences companies of the future.

Our strategy is to increase our revenuesmasketing our full range of financial products aatvices to clients and venture capital indL
contacts we originally developed through our commiabanking business. In addition to our commera#anking services, we engage in
venture capital fund and direct equity investmaettivities, fee-based merger and acquisition sesvar®d venture capital fund and fund of funds
management. We believe that our ability to succlgsiross-sell our five lines of banking and firéad services to our clients is one of the
strengths of our business model.

We serve more than 9,500 clients acrossdhetry through 27 regional offices. We have Ificeg throughout California and operate
regional offices across the country, including Aria, Colorado, Florida, Georgia, lllinois, Massas#tts, Minnesota, New York, North
Carolina, Oregon, Pennsylvania, Texas, Virginial Weashington. We serve emerging-growth and matomgpanies in the technology and life
sciences markets, as well as premium wineries. #lleMe our focus on specialized markets and exterisiowledge of the people and busit
issues driving them, that we provide a level of/gerand partnership that contributes to our ciesiiccess.

Business Overview
Silicon Valley Bancshares is organized gléime lines of banking and financial services altofvs:
Commercial Banking

We provide cash management services inofudeposit services, collection services, disbuesgrservices, electronic funds transfers,
online banking through SVBeConnect.

International banking services include ¢radrvices, foreign exchange services, export fiadace, and international cash management.

We also provide investment and advisoryises through our broker-dealer, SVB Securitiesicwiincludes mutual funds, fixed income
securities, and investment reporting and monitoring

Our lending services include traditionaimdoans, commercial finance lending, and structdieance lending



Investment Bankin
We provide merger and acquisition and cafgopartnering services through our broker-deslésidiary, Alliant Partners.
Private Banking

We provide a wide array of loan, persorsaed management, mortgage services, trust ane @damning tailored for high-net-worth
individuals. We also provide investment advisomviEes to these clients through our subsidiary, Wéitde Asset Management, Inc.

Merchant Banking

We make private equity and venture cajitatl investments, international alliances and marta@ limited partnerships: a venture caf.
fund and a fund of funds.

Other Business Services

We provide Web-based business servicefegsimnal services, and executive placement sexvicigent Exchange™ is our online bulletin
board, resume, and assets exchange service, actiBarkPro gives our clients the opportunity to theefinancial performance of companies
relative to their industry.

In each of the industry sectors we seruepooducts and services are tailored to the ¢tidntsiness life cycle, from early stage through
maturity.

Industry Sectors
Technology and Life Sciences

We serve a variety of clients in the tedbgyg and life sciences industries and markets. \d@mponent of our technology and life
sciences business strategy is to develop relatipsistith these clients at an early stage and offfem banking products and services throug
the business life cycle. We have cultivated stnaigtionships with venture capital firms, many dfigh are also clients, providing us access to
many other potential clients.

Our early-stage clients generally keepdargsh balances in their deposit accounts andlysieahot borrow large amounts under their
credit facilities. The primary source of funding foost early-stage clients is equity from ventuapitalists and public markets. Lending to this
market typically involves working capital lines afedit, equipment financing, asset acquisition $pamd bridge financing.

In the past few years, we expanded ouetargrket within the technology and life sciencest@r by adding an extended suite of financial
products and services attractive to later-stagepemies. From this initiative, we established oupooate technology practice, a network of
senior lenders in every geographic region in wiiehoperate, focused solely on the specific findmeads of our more mature clients. Today,
we can comfortably address the financial needdl gbanpanies in our target market, whether theyearteepreneurs with innovative ideas or
multinational corporations with hundreds of mill®af dollars in sales.

Our technology and life sciences clientsegally fall into the following industries:
Communications and Electronics

The world's growing demand for faster, mopavenient communication is driving entreprendarsreate new telecommunications
services, the infrastructure for delivering therd advanced electronics for accessing them. Compamitese fields face intense
competitive pressures from established global aatmms. Additionally, these companies are chakehgith the complexity of
mastering rapidly evolving optical and semiconduttahnology. We help these companies gain acoebeg tcapital they need to bring
their innovations to market and gain the criticass required for long-term success.
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Software and Service



Through our software and services practieeare a full-service provider of banking solutidor companies in the Web-enabled
applications, system integration and enterprisenswé industries. We help software companies cliggtan new opportunities with
speed and financial flexibility by providing a widenge of credit facilities, international serviee®l other support.

Life Sciences

Our life sciences practice serves companiéise biotechnology, drug discovery, medicalwafie, and medical devices industries.
The biotechnology industry includes companies imgdlin research and development of therapeuticslemgphostics for the medical
and pharmaceuticals industries. The medical devwmhksstry encompasses companies involved in thigidesanufacturing, and
distribution of surgical instruments and medicalipqent.

Premium Winerie

Our premium wineries practice has becoreading provider of financial services to the rdpiekpanding U.S. premium wine industry.
We focus on vineyards and wineries that producpagand wines of the highest quality.

Industry Sectors Exited During 20

For many years, Silicon Valley Bancshanasped a strategy of niche expansion that trartsiate reaching beyond the boundaries of
technology and life sciences sectors, to penetvhtd we thought to be undserved markets. In late 2002, we decided to focusesources ¢
the most profitable industry sectors served bywlsch are technology, life sciences and premiumew@s. As a result of narrowing our focus,
we deliberately exited three niches: real estatajiay and religious lending. We will continue towsee our existing real estate, media and
religious niche loans until they are paitf: However, we will not seek any new lending ofpaities in these niches. We expect the termim
of these niches to enable us to focus on moretpldé aspects of our business and improve overafitability.

Equity Securities

We frequently obtain rights to acquire &tatthe form of warrants in certain client compgemas part of negotiated credit facilities. We
also make investments in venture capital fundsdargtt equity investments in companies. As of Deoen31, 2002, we held 1,818 warrants in
1,355 companies, had investments in 244 venturigatdynds, and had private equity investmentsSrc@mpanies. Additionally, we had
private equity investments in 24 companies throoghventure capital fund, Silicon Valley BancVemsirL.P. and made investments in 20
venture capital funds through our fund of fundsBS$trategic Investors Fund, L.P.

Consolidated Managed Merchant Banking Activities

In 2000, we formed SVB Strategic InvestttsC, the general partner of SVB Strategic Investéund, L.P. SVB Strategic Investors Ft
L.P. raised approximately $135.3 million in committcapital to invest as a limited partner in t@g-tienture funds, leading regional venture
funds, and venture funds with a unique niche. We=lmmmitted capital of $15.0 million to SVB Stmgite Investors Fund, L.P., representing
an ownership interest of 11.1%, of which $3.9 moiilhas been funded as of December 31, 2002. Bfte¢tinuary 1, 2003, the agreement of
limited partnership of SVB Strategic Investors FuidP. was amended to reduce the amount of capaalcan be called by 10% to $121.8
million as a result of reductions in the size a& tinderlying venture capital funds. Thus, our cottedicapital that can be called was reduce
$13.5 million.

In 2000, we formed Silicon Valley BancVems, Inc., the general partner of Silicon ValleynBdentures, L.P. Silicon Valley
BancVentures, L.P. raised $56.1 million in comndittapital to make private equity investments in eyimg growth technology and life
sciences companies throughout the United Statehiade committed capital of $6.0 million to Siliceialley BancVentures, L.P., representing
an ownership interest of 10.7%, of which $2.0 millhas been funded as of December 31, 2002.

Business Combinations

On October 1, 2002, we acquired substantdil of the assets of Woodside Asset Manageniant, an investment advisor firm, which |
approximately $200 million under management focliénts. We are offering Woodside Asset Managersesatvices as part of our private
banking services. Additionally, as part of this@is@tion, Silicon Valley Bancshares obtained thaagal partner interests in two limited
partnerships, Taurus, L.P. and Libra, L.P., wittattassets aggregating $12.4 million. We havetless a 1% ownership interest in each of
these funds. The remaining ownership interest sgmts limited partners' funds invested on theialiddy the general partner in certain fixed
income and marketable equity securities. Howewage, td our ability to control the investing actiesiof these limited partnerships, we have
consolidated the related results of operationsfimathcial condition into our consolidated financightements as of and for the three-month
period ended December 31, 2002. This acquisitidmdt have a material impact on goodwill and iseiected to materially impact our
earnings in the shc-term.



On September 28, 2001, a subsidiary of&iliValley Bank, SVB Securities, Inc., completed #tquisition of Alliant Partners, an
investment banking firm providing merger and acitjiois and corporate partnering services. Our inwestt banking business continues to do
business under the name "Alliant Partners." Sexn'®. Consolidated Financial Statements and Supgpitary Data—Notes 2 to the
Consolidated Financial Statements—Business Comibimat On October 1, 2002, Alliant Partners wasl$mdm Silicon Valley Bank to
Silicon. This transfer allows Alliant Partners tpepate under less restrictive bank holding compagulations and increasing our capital ratios
at Silicon Valley Bank.

Competition

The banking and financial services indugriighly competitive. Our current competitorslirde other banks and specialty and divers
financial services companies that offer lendingsieg, and other financial products to our custobaese. The principal competitive factors in
our markets include product offerings, service priding. We believe we compete favorably in all awarrkets in all of these areas.

Employees

As of December 31, 2002, we employed apprately 1,019 full-time equivalent employees. Nafi®@ur employees are represented by a
labor union, and our employee relations are comsitlgood. Competition for qualified personnel im mdustry is significant, particularly for
client relationship manager positions and offiaard employees with strong relationships with thetwes capital community. Our future
success will depend in part on our continued ahiititattract, hire, and retain qualified personnel.

Supervision and Regulation

Our operations are subject to extensivelegign by federal and state banking regulatorynages. This regulatory framework is intended
primarily to protect Silicon Valley Bank's deposgand the federal deposit insurance fund fromelossd is not for the benefit of our
stockholders. As a bank holding company and a @iriholding company, Silicon is subject to the &edl Reserve Board's supervision and
examination under the Bank Holding Company ActBBIC Act, as revised by the Gramm-Leach-Bliley Aliscussed below. Silicon Valley
Bank, as a California-chartered bank

and a member of the Federal Reserve System, isdubjprimary supervision and examination by teddfal Reserve Board through the
Federal Reserve Bank of San Francisco and the Csgioner of the California Department of Financiedtitutions. The following summary
describes some of the more significant laws, reguia and policies that affect our operations. Buisimary is not intended to be a complete
listing of all laws that apply to us. Any changetle statutes, regulations, or policies that applgur operations may have a material effect on
our business.

Gramm-Leach-Bliley Act

On November 12, 1999, the Gramm-Leach-BIet, or GLB Act, was signed into law, which si§oantly changed the regulatory
structure and oversight of the financial servigehistry. The GLB Act repealed the provisions of 3lass-Steagall Act that restricted banks
and securities firms from affiliating. It also reed the BHC Act to permit a qualifying bank holdoc@mpany, called a financial holding
company, to engage in a full range of financiahététs, including banking, insurance, securitiasd merchant banking activities. It permits
financial holding companies to acquire many typienancial firms without the prior approval of tlke@deral Reserve Board. On November
2000, Silicon became a financial holding company.

The GLB Act provides expanded financiall@ffion opportunities for existing bank holdingrapanies and permits other financial serv
providers to acquire banks and become bank hokbngpanies without ceasing any existing financi#éividies. Previously, a bank holding
company could only engage in activities that wetesely related to banking." This limitation no g®r applies to bank holding companies that
qualify to be treated as financial holding companiko qualify as a financial holding company, adiroy company's subsidiary depository
institutions must be well capitalized and haveeast satisfactory general, managerial and Comm&R@tgvestment Act examination ratings. A
nonqualifying bank holding company is limited tdigiies that were permissible under the BHC Acbédlovember 11, 1999.

The GLB Act changed the powers of natidreaiks and their subsidiaries, and made similargdsin the powers of state bank
subsidiaries. The GLB Act permits a national bamknderwrite, deal in and purchase state and levainue bonds. It also allows a subsidiary
of a national bank to engage in financial actigitibat the bank cannot, except for general inseranderwriting and real estate development
and investment. In order for a subsidiary to engageew financial activities, the national bank atsddepository institution affiliates must be
well capitalized; have at least satisfactory gelnemanagerial, and Community Reinvestment Act exatidn ratings; and meet other
qualification requirements relating to total assetdordinated debt, capital, risk managementadfilthte transactions. Subsidiaries of state
banks can exercise the same powers as nationalsbésidiaries if they satisfy the same qualifyinfes that apply to national banks. For state
banks that are members of the Federal Reserveryikee Silicon Valley Bank, prior approval of thederal Reserve is required before a bank
can create a subsidiary to capitalize on the aulditifinancial activities empowered by the GLB £



The GLB Act also reformed the overall regaty framework of the financial services industryorder to implement its underlying
purposes, the GLB Act prempted state laws that would restrict the typefinahcial affiliations that are authorized or petted under the GL
Act, subject to specified exceptions for state iaaae laws and regulations.

Separately, the GLB Act imposes customtapy requirements on any company engaged in fiadactivities. Under these requireme
a financial company is required to protect the sgcand confidentiality of customer nonpublic panal information. Also, for customers who
obtain a financial product such as a loan for peasdamily, or household purposes, a financial pany is required to disclose its privacy
policy to the customer at the time the relationshipstablished and annually thereafter. The firdmompany must also disclose its policies
concerning the sharing of the customer's nonpuygaisonal information with affiliates and third past If an exemption is not available, a
financial company must provide consumers with aceatf its information-sharing practices that alotie consumer to reject the disclosure of
its nonpublic personal information to

third parties. Third parties that receive suchinfation are subject to the same restrictions aithacial company on the reuse of the
information. Finally, a financial company is proida from disclosing an account number or similami to a third party for use in
telemarketing, direct mail marketing, or other naithg through electronic mail. Financial companiese required to be in compliance with
these consumer privacy requirements no later thnl] 2001.

As part of the Uniting and Strengtheningekioa by Providing Appropriate Tools Required ttehaept and Obstruct Terrorism Act of
2001 (the "USA Patriot Act"), Congress adoptedlttiernational Money Laundering Abatement and Fimernti-Terrorism Act of 2001
(IMLAFATA). IMLAFATA amended the Bank Secrecy Achd adopted certain additional measures that inerdresobligation of financial
institutions, including Silicon Valley Bank, to idgfy their customers, watch for and report uposgscious transactions, respond to request
information by federal banking regulatory authestiand law enforcement agencies, and share infamatth other financial institutions. The
Secretary of the Treasury has adopted severalatgus to implement these provisions. Silicon aliank is also barred from dealing with
foreign "shell" banks. In addition, IMLAFATA expasadhe circumstances under which funds in a ban&watanay be forfeited. IMLAFATA
also amended the BHC Act and the Bank Merger Acttpiire the federal banking regulatory authoriteesonsider the effectiveness of a
financial institution's anti-money laundering adtes when reviewing an application to expand ofpens. Silicon Valley Bank has in place a
Bank Secrecy Act compliance program.

Capital Standards Applicable to Silicon and Silicéalley Bank
Silicon

The Federal Reserve Board has adopted miminskbased capital guidelines intended to provide a nreasf capital that reflec
the degree of risk associated with a banking omgdiuin's operations for both transactions repootethe balance sheet as assets and
those recorded as off-balance sheet items. Thekalmtransactions, such as commitments, lettecsenfit, and recourse arrangements.
Under these guidelines, dollar amounts of assetcedit-equivalent amounts of off-balance shewhd are adjusted by one of several
conversion factors and/or risk adjustment percexgaghe Federal Reserve Board requires bank hotdinganies generally to
maintain a minimum ratio of qualifying total capita risk-adjusted assets of 8% (10% to be welitadiped) and a minimum ratio of
Tier 1 capital to risk-adjusted assets of 4% (6%eaavell capitalized). The Federal Reserve Boasd e¢quires Silicon Valley
Bancshares to maintain a minimum amount of Tieadital to total quarterly average assets, refeiwesb the Tier 1 leverage ratio. F
bank holding company in the highest of the fiveegatries used by regulators to rate banking org&airg the minimum Tier 1 levera
ratio must be 3%. For all other institutions thiéarés 4% (5% to be well capitalized). In addititmthese requirements, the Federal
Reserve Board may set individual minimum capitguieements for specific institutions at rates sabgally above the minimum
guidelines and ratios. Under certain circumstangégon must file written notice with, and obtapproval from, the Federal Reserve
Board prior to purchasing or redeeming its equitgusities. See "ltem 1. Business—Supervision arguiRéion—Prompt Corrective
Action and Other Enforcement Mechanisms" for add#i discussion of capital ratios.

Silicon is subject to rules that govern tbgulatory capital treatment of equity investmentsonfinancial companies made on or
after March 13, 2000, and that are held under icestzecified legal authorities by a bank holdinghpany. Under the rules, these equity
investments will be subject to a separate capitatge that will reduce a bank holding company's Tieapital and, correspondingly,
will remove these assets from being taken into icemation in establishing a bank holding compangtgiired capital ratios discussed
above. Silicon's capital ratios exceeded the waghitalized requirements, as defined above, at DbeeBil, 2002. See "ltem 8.
Consolidated Financial Statements and Supplemebatg—Note 22 to the Consolidated Financial Statesre Regulatory Matters"
for Silicon's capital ratios as of December 31,200

The rules provide for the following incremt@l Tier 1 capital charges: 8% of the adjustedy@ag value of the portion of such
aggregate investments that are up to 15% of Teapltal; 12% of the adjusted carrying value of ploetion of such aggrega



investments that are between 15% and 25% of Toapital; and 25% of the adjusted carrying valuthefportion of such aggregate
investments that exceed 25% of Tier 1 capital. iTies normally do not apply to unexercised warractpuired by a bank as additional
consideration for making a loan or to equity se@sithat are acquired in satisfaction of a debvjmusly contracted and that are held
and divested in accordance with applicable law.

Silicon Valley Bank

The federal banking agencies require ammim ratio of qualifying total capital to risk-adjad assets of 8% (10% to be well
capitalized) and a minimum ratio of Tier 1 capttatisk-adjusted assets of 4% (6% to be well ctipéd). In addition to the risk-based
guidelines, federal banking regulators also regoigeking organizations to maintain a minimum Tideverage ratio. For a banking
organization rated in the highest of the five catégs used by regulators to rate banking orgaminafithe minimum Tier 1 leverage
ratio must be 3%. For all other institutions thearés 4% (5% to be well capitalized). In addititmthese uniform risk-based capital
guidelines and leverage-ratio requirements thalysgugross the industry, the regulators have therei®n to set individual minimum
capital requirements for specific institutions atiels substantially above the minimum guidelinesratids. Silicon Valley Bank's capital
ratios exceeded the well-capitalized requiremexgglefined above, at December 31, 2002. See "lté&oBsolidated Financial
Statements and Supplementary Data—Note 22 to thedlidated Financial Statements—Regulatory MattemsSilicon's and the
Bank's capital ratios as of December 31, 2002.

Like Silicon, Silicon Valley Bank is subjeto rules that govern the regulatory capital et of equity investments in non-
financial companies made on or after March 13, 2000 Silicon Valley Bank does not currently holtyasuch equity investments. See
"Item 8. Consolidated Financial Statements and Buppntary Data—Note 22 to the Consolidated Findi8tatements—Regulatory
Matters" for Silicon Valley Bank's capital ratios af December 31, 2002.

The federal banking agencies have alsotadapjoint agency policy statement which provitheg the adequacy and effectiveness
of a bank’s interest rate risk management procebshe level of its interest rate exposures ateatifactors in the evaluation of the
bank's capital adequacy. A bank with material wesakes in its interest rate risk management prardsgh levels of interest rate
exposure relative to its capital will be directgdtbe federal banking agencies to take correctitim@as. Financial institutions that have
substantial amounts of their assets concentratbdymrisk loans or nontraditional banking actiegiand who fail to adequately manage
these risks may be required to set aside capidéess of the regulatory minimums.

Bank Holding Company Regulation of Silic

As a registered bank holding company afidamcial holding company, Silicon and its subsiia are subject to the Federal Reserve
Board's supervision, regulation, examination, abrting requirements under the BHC Act, as revisethe GLB Act. Prior to becoming a
financial holding company under the BHC Act, Siliceas required to seek the prior approval of thi#eFa Reserve Board before acquiring
ownership or control of more than 5% of the outdiag shares of any class of voting securities ubisgantially all of the assets, of any
company, including a bank or bank holding compasya financial holding company, the prior approsbihe Federal Reserve Board is not
required to acquire ownership or control of engitsgaged in specified financial activities, althiothe existing restrictions on directly or
indirectly acquiring shares of a bank or savingmemtion are still applicable. In addition, prtorbecoming a financial holding company,
Silicon was generally allowed to engage, directlyndirectly, only in banking and other activitidsat
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were deemed by the Federal Reserve Board to blesal\crelated to banking or managing or contrgllanks as to be a proper incident
thereto. As a financial holding company under thé8@\ct, Silicon is permitted to engage in a fulhge of financial activities, including
banking, insurance and securities activities, alditimnal activities that the Federal Reserve Bagtermines to be financial in nature,
incidental to such financial activities, or complemtary to a financial activity.

The Federal Reserve Board requires Siltoanaintain minimum capital ratios discussed abtlreder Federal Reserve Board regulations,
a bank holding company is also required to senee smurce of financial and managerial strengtlistsubsidiary banks and may not conduct its
operations in an unsafe or unsound manner. Iniaddit is the Federal Reserve Board's policy thaterving as a source of strength to its
subsidiary banks, a bank holding company shoulidsteady to use available resources to providewsatecgapital funds to its subsidiary ba
during periods of financial stress or adversity ahduld maintain the financial flexibility and ctgltraising capacity to obtain additional
resources for assisting its subsidiary banks. Alteodding company's failure to meet its obligatieoaserve as a source of strength to its
subsidiary banks or to observe established guieehnith respect to the payment of dividends by Hasiling companies will generally be
considered by the Federal Reserve Board to be safeiand unsound banking practice, or a violatfdhe Federal Reserve Board's
regulations, or both.

Silicon's ability to pay cash dividenddinsited by generally applicable Delaware corpomatiaw limits. In addition, there are statutory .
regulatory limitations on the amount of dividentattmay be paid to Silicon by Silicon Valley Baee "ltem 1. Business—Supervision and
Regulation—Restrictions on Dividends" for furthésalission of current limitations on the abilitySQificon Valley Bank to pay dividends to
Silicon.



Silicon is also treated as a bank holdiagpany under the California Financial Code. As s&@ilicon and its subsidiaries are subject to
periodic examination by, and may be required ®@r#ports with, the California Department of Finahtnstitutions.

Sarbanes-Oxley Act of 2002

On July 30, 2002, the President signedletothe Sarbanes-Oxley Act of 2002 (th©SAct) implementing legislative reforms intendec
address corporate and accounting fraud. In additidhe establishment of a new accounting overdightd which will enforce auditing,
quality control and independence standards, arideifunded by fees from all publicly traded comipanthe law restricts provision of both
auditing and consulting services by accounting $irifio ensure auditor independence, any non-audites being provided to an audit client
will require preapproval by a company's audit cottemi members. In addition, the audit partners rbesbtated. Chief executive officers and
chief financial officers, or their equivalent, aeguired to certify to the accuracy of periodicogp filed with the SEC, subject to civil and
criminal penalties if they knowingly or willfullyielate this certification requirement. In additiamder the S-O Act, counsel will be required to
report evidence of a material violation of the séms laws or a breach of fiduciary duty by a c@mp to its chief executive officer or its chief
legal officer, and, if such officer does not appiately respond, to report such evidence to thétadnmittee or other similar committee of 1
board of directors or the board itself. Longer @niserms and increased penalties will be appliezbtporate executives who violate federal
securities laws, the period during which certajmety of suits can be brought against a company offficers has been extended, and bonuses
issued to top executives prior to restatementadrapany's financial statements are now subjecisgodgement if such restatement was due to
corporate misconduct. Executives are also protdlfiiem insider trading during retirement plan "tMaat” periods, and loans to company
executives are restricted.

The S-O Act also increases the oversightiodl codifies certain requirements relating toiteemmnmittees of public companies and how
they interact with a company's "registered pubticoainting firm" (RPAF). Audit committee members s independent and are barred from
accepting consulting, advisory or other compengdees from the issuer. In addition, companies rdisstlose whether at least one member of
the committee is a "financial expert" and if nohyw

10

not. Under the S-O Act, a RPAF is prohibited froerfprming statutorily mandated audit services feapmpany if such company's chief
executive officer, chief financial officer, compllier, chief accounting officer, or any person segvin equivalent positions has been employed
by such firm and participated in the audit of saompany during the one-year period preceding tlol aitiation date. The S-O Act also
prohibits any officer or director of a company ayather person acting under their direction frakinng any action to fraudulently influence,
coerce, manipulate, or mislead any independenig@abkertified accountant engaged in the audda obmpany's financial statements for the
purpose of rendering the financial statement's riaie misleading.

The board is determined to continue a c@gogovernance structure that meets or exceedsdo@ements of the Sarbanes-Oxley Act.
Regulation of Silicon Valley Bal

Silicon Valley Bank is a California-chaerbank and a member of the Federal Reserve Sy#tsnsubject to primary supervision,
periodic examination, and regulation by the Comiuoissr of the California Department of Financialtlngions, or the Commissioner, the
Federal Reserve Board, and the Federal Depositdnse Corporation. The Federal Reserve Board an@¢mmissioner require Silicon
Valley Bank to maintain minimum capital levels dissed above. Both the Federal Reserve Board ar@otmenissioner also have broad
powers and remedies available if they determinetttefinancial condition, capital resources, agsetlity, management, earnings prospects,
liquidity, sensitivity to market risk, or other asps of Silicon Valley Bank's operations are urséatitory, or that Silicon Valley Bank is
violating or has violated any law or regulation.

Restrictions on Dividenc

Silicon is a legal entity separate andiniistfrom Silicon Valley Bank. Silicon Valley Barik subject to various statutory and regulatory
restrictions on its ability to pay dividends toi&iin. During 2002, Silicon Valley Bank paid dividisof $80.0 million to Silicon. Consequen
under these regulatory restrictions, the remainimgunt available for payment of dividends to Sitidry Silicon Valley Bank totaled $13.7
million at December 31, 2002. During 2001, Siliadalley Bank paid dividends of $140.0 million toi8dn. The Federal Reserve Board and
the Commissioner have the authority to prohibiic8it Valley Bank from engaging in activities thaittheir opinion, constitute unsafe or
unsound practices in conducting its business. Ddipgrupon the financial condition of Silicon Vall®ank and other factors, the regulators
could assert that the payment of dividends or gtlagments might, under some circumstances, be safeior unsound practice. If Silicon
Valley Bank fails to comply with its minimum caplitquirements, its regulators could restrict idity to pay dividends using prompt
corrective action or other enforcement powers. Thenmissioner may impose similar limitations on ¢oeeduct of California-chartered banks.
See "ltem 8. Consolidated Financial StatementsSamplementary Data—Note 23 to the Consolidatedri€iah Statements—Regulatory
Matters" for further discussion on dividend regtdos.

Transactions with Affiliates

Silicon Valley Bank is subject to restrarts imposed by federal law on any extensions dafitte, or the issuance of a guarantee or I¢



of credit on behalf of, Silicon or other affiliatdbe purchase of, or investments in, stock orrogleeurities of Silicon or other affiliates; aneth
taking of such securities as collateral for loars] the purchase of assets of Silicon or otheliafs. These restrictions prevent Silicon and
such other affiliates from borrowing from SilicoraNey Bank unless the loans are secured by spédafieounts of collateral. Any such secured
loans and investments by Silicon Valley Bank toingiSilicon or to, or in, any other affiliate dmnited individually to 10% of Silicon Valley
Bank's capital and surplus (as defined by fedeglilations); and such secured loans and investraeatsmited to, in the aggregate, 20% of
Silicon Valley Bank's capital and surplus (as dedifby federal regulations). California law also oaes restrictions on transactions involving
Silicon and other controlling persons of Siliconllgg Bank. Additional restrictions on transactiomih affiliates may be imposed on Silicon
Valley Bank under the prompt corrective action ps@ns of
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federal law. See "ltem 1. Business—SupervisionRegulation—Prompt Corrective Action and Other Eoémnent Mechanisms" for related
discussion regarding restrictions on transactioitis affiliates.

Prompt Corrective Action and Other Enforcement Matbms

Federal banking agencies possess broadrpdaveake corrective and other supervisory aatio@n insured bank and its holding compi
Federal laws require each federal banking agentake prompt corrective action to resolve the prots of insured banks. Each federal
banking agency has issued regulations definingdategories in which an insured depository institutvill be placed, based on the level of its
capital ratios: well capitalized, adequately cdjatal, undercapitalized, significantly undercapitatl, and critically undercapitalized.

Based upon its capital levels, a bank ithatassified as well capitalized, adequately @jgied, or undercapitalized may be treated as
though it were in the next lower capital categdthe appropriate federal banking agency, afteiceand opportunity for hearing, determines
that an unsafe or unsound condition, or an unsaf@sound practice, warrants such treatment. At saccessive lower-capital category, an
insured bank is subject to more restrictions, iditlg restrictions on the bank's activities, opersdl practices or the ability to pay dividends.
However, the federal banking agencies may not aleanstitution as critically undercapitalized wsdets capital ratios actually warrant such
treatment.

In addition to measures taken under thenptccorrective action provisions, bank holding camigs and insured banks may be subject to
potential enforcement actions by the federal regudafor unsafe or unsound practices in condudtied businesses, or for violation of any |
rule, regulation, condition imposed in writing thetagency, or term of a written agreement withapency. Enforcement actions may include
the appointment of a conservator or receiver ferlthnk; the issuance of a cease and desist omteareth be judicially enforced; the termination
of the bank's deposit insurance; the impositiooiaf monetary penalties; the issuance of diredit@increase capital; the issuance of formal
and informal agreements; the issuance of remowépaohibition orders against officers, directonsd ather institution-affiliated parties; and
the enforcement of such actions through injunctimnsestraining orders based upon a judicial deiteation that the agency would be harme
such equitable relief was not granted.

Safety and Soundness Guidelines

The federal banking agencies have adopi@tketines to assist in identifying and addressiatgptial safety and soundness concerns b
capital becomes impaired. The guidelines establigrational and managerial standards relatingljanternal controls, information systems,
and internal audit systems; (2) loan documenta(@ncredit underwriting; (4) asset growth; and ¢enpensation, fees, and benefits. In
addition, the federal banking agencies have adagaésty and soundness guidelines for asset qualidyfor evaluating and monitoring earnil
to ensure that earnings are sufficient for the teaiance of adequate capital and reserves.

Premiums for Deposit Insuran:

Silicon Valley Bank's deposit accountsiasired by the Bank Insurance Fund (BIF), as adsténéd by the Federal Deposit Insurance
Corporation, up to the maximum permitted by lawe Hederal Deposit Insurance Corporation's annsaisasnent for the insurance of BIF
deposits as of December 31, 2002, ranged from20J foasis points per $100 of insured deposits. Tinguait charged is based on the regulatory
capital of an institution and on a supervisory asseent of its operational risk profile. At DecemBg&r 2002, Silicon Valley Bank's assessment
rate was the statutory minimum assessment.

Silicon Valley Bank is also required to mayannual assessment of approximately 1.7 basissgmer $100 of insured deposits toward the
retirement of U.S. government-issued financing caiion bonds.
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The Federal Deposit Insurance Corporatiay imcrease or decrease the assessment rate sbadulksemannual basis. Due to continu
growth in deposits and some recent bank failuhesBiF is nearing its minimum ratio of 1.25% ofunsd deposits as mandated by law. If



ratio drops below 1.25%, it is likely the Federadsit Insurance Corporation will be required teeas premiums on all banks for the first t
since 1996. Any increase in assessments or thesmseat rate could have a material adverse effeotipearnings, depending on the amour
the increase.

Interstate Banking and Branchit

Bank holding companies from any state mayegally acquire banks and bank holding compawiestéd in any other state, subject to
nationwide and state-imposed deposit concentréitiits and limits on the acquisition of recentlytasdished banks. Banks also have the
ability, subject to specific restrictions, to aaguby acquisition or merger branches located oetsidir home state. The establishment of new
interstate branches is also possible in thosesstath laws that expressly permit it. Interstatartmhes are subject to many of the laws of the
states in which they are located.

Community Reinvestment Act and Fair Lending

Silicon Valley Bank is subject to a varietyfair lending laws and reporting obligations @wing home mortgage lending operations and
the Community Reinvestment Act, or CRA activiti€ee CRA generally requires the federal banking agsnto evaluate the record of a bank
in meeting the credit needs of its local commuaitiacluding low- to moderatixcome neighborhoods. In July 2002, the FederatResBoart
approved Silicon Valley Bank's CRA Strategic Plahis plan details our strategy in meeting our CRAigations and is in effect from
July 2002 through July 2005. The first CRA exanmioraunder this plan is scheduled for August 2003April 2001, the Federal Reserve Ba
rated Silicon Valley Bank "satisfactory" in compigi with its CRA obligations. A bank can become sabjo substantial penalties and
corrective measures for a violation of certain fairding laws. The federal banking agencies mag tampliance with such laws and CRA
obligations into account when regulating and suigerg other activities or assessing whether to appicertain applications.

Regulation of Certain Subsidiari

Two of our subsidiaries, Alliant PartnersléSVB Securities, are registered as broker-dealhsthe Securities and Exchange
Commission ("SEC") and as such are subject to atigul by the SEC and by self-regulatory organizegjsuch as the National Association of
Securities Dealers, Inc. (NASD).

Our broker-dealer subsidiaries are sulie&ule 15¢3-1 under the Securities Exchange A@98# (the "Exchange Act"), which is
designed to measure the general financial condéiahliquidity of a broker-dealer. Under this rudey broker-dealer subsidiaries are required
to maintain the minimum net capital deemed necggsaneet broker-dealers' continuing commitmentsustomers and others. Under certain
circumstances, this rule could limit the abilitySificon Valley Bancshares to withdraw capital fréfiant Partners and limit the ability of
Silicon Valley Bank to withdraw capital from SVB &eities.

As broker-dealers, Alliant Partners and SM&urities are also subject to other regulati@veing the operations of their respective
businesses, including sales and trading practicespf client funds and securities; and condudirefctors, officers, and employees. Broker-
dealers are also subject to regulation by statergies administrators in the states where thebukiness. Violations of the stringent regulati
governing the actions of a broker-dealer can resuhe revocation of broketealer licenses; the imposition of censures ossfittee issuance
cease and desist orders; and the suspension dsiexpfrom the securities business of a firm, ftcers, or its employees. The SEC and the
national securities exchange emphasize in partithibaneed for supervision and control by brokealeles of their employees.
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Our investment advisory subsidiary, Woodstdset Management, Inc., is registered with th€ 8&der the Investment Advisers Act of
1940, as amended, and is subject to that act @aikds and regulations promulgated there under.

Available Information

Our Internet address is http://www.svb.cove make available free of charge through our reewebsite our annual report on Form 10-
K, quarterly reports on Form 10-Q, current reporid=orm 8-K, and amendments to those reports @itfdrnished pursuant to Section 13(a) or
15(d) of the Exchange Act as soon as reasonabtyipable after such material is electronicallydileith or furnished to the SEC. Silicon
Valley Bancshares was incorporated in Delaware9®ol

ITEM 2. PROPERTIES

In 1995, we relocated our corporate headgrsaand main branch and entered into a 10-yeselen a two-story office building located at
3003 Tasman Drive, Santa Clara, California. In 1897 and June 2000, we finalized amendments torigmal lease associated with our
corporate headquarters. The amendments providbddease of two additional premises, approximafi@@O00 square feet each, adjacent t
existing headquarters facility. We began occupyirefirst of these additional premises in Augu28 8nd the second in December 2(



In 2002, we exited leased premises, locat&hnta Clara, California, approximating 18,060are feet. The lease on the building will
expire in August 2005. Our management determinatttie premises would have no future economic viaweir operations, except for any
potential future sub-lease arrangement. Therethnéng 2002, we incurred chargéts of approximately $2.5 million related to theteof these
premises.

We currently operate 27 regional offices Wperate throughout the Silicon Valley in Frem&anta Clara, Palo Alto, and on Sand Hill
Road, which is the center of the venture capitatmainity in California. Other regional offices in I@arnia include: Irvine, Los Angeles, Napa
Valley, San Diego, San Francisco, Santa BarbahSamoma. Office locations outside of Californielide: Phoenix, Arizona; Boulder,
Colorado; West Palm Beach, Florida; Atlanta, Gear@hicago, Illinois; Boston, Massachusetts; Mirp@is, Minnesota; New York, New
York; Durham, North Carolina; Portland, Oregon;|Rtiélphia, Pennsylvania; Austin, Texas; Dallas,aeMNorthern Virginia; and Seattle,
Washington. All of our properties are occupied urldases, which expire at various dates througlol@xt2008, and in most instances include
options to renew or extend at market rates andsteWite also own leasehold improvements, equipmaentitéire, and fixtures at our offices, all
of which are used in our business activities.

ITEM 3. LEGAL PROCEEDINGS

There were no legal proceedings requiriisgldsure pursuant to this item pending at DecerBtheP002, or at the date of this report.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote bystisekholders of Silicon Valley Bancshares' commocksduring the fourth quarter of 2002.
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PART I
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED STOCKHOLDER MATTERS
Market Information

Our common stock is traded over the countethe National Association of Securities Dealsmtomated Quotation (Nasdaq) national
market under the symbol "SIVB."

The following table shows the high and Isales prices for our common stock for each quartestiod during the last two years, based on
the daily closing price as reported by the Nasdatgpnal market.

2002 2001
Quarter Low High Low High
First $ 2117 $ 31.28 $ 21.0¢ $ 38.0(
Seconc $ 253(C $ 3387 $ 18.0¢ $ 31.6¢
Third $ 16.7t  $ 27.01 % 16.67 $ 22.5¢
Fourth $ 145¢ % 19.9¢ % 18.6¢ $ 27.81
Stockholders

There were 775 registered holders of stackf December 31, 2002. Additionally, we belidveré were approximately 8,573 beneficial
holders of common stock whose shares are helceindme of brokerage firms or other financial ingitins. We are not provided with the
number or identities of all of these stockholdérg, we have estimated the number of such stockhofdem the number of stockholder
documents requested by these brokerage firms s$tritalition to their customers.

Dividends

We have not paid cash dividends on our comstock since 1992. Currently, we have no plametpcash dividends on our common st
Periodically, we evaluate the decision of payinghcdividend in the context of our performance, gaheconomic performance, and relevant
tax and financial parameters. Our ability to pagtcdividends is limited by generally applicablepmmate and banking laws and regulations.
See "ltem 1. Business—Supervision and RegulationstfiRéons on Dividends," and "ltem 8. ConsolidaFdancial Statements and
Supplementary Da—Note 23 to the Consolidated Financial Statem—Regulatory Matters" for additional discussion ostrietions anc



limitations on the payment of dividends imposedisrby government regulations.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated finahciata should be read in conjunction with our atidated financial statements and
supplementary data as presented in Iltem 8 of ¢fpisrt. Certain reclassifications have been madeitgrior years results to conform to 2002
presentations. Such reclassifications had no effet¢he results of operations or stockholders'tggln addition, the common stock summary
information has been restated to reflect two-foe-stock splits affected on May 1, 1998 and May20®)0.

Income Statement Summary:
Net interest incom

Provision for loan losse
Noninterest incom
Noninterest expens

Minority interest

Income before income tax exper
Income tax expens

Net income

Common Share Summary:

Basic earnings per she

Diluted earnings per sha

Book value per shai

Weighted average basic shares outstan
Weighted average diluted shares outstan

Year-End Balance Sheet Summary:
Investment securitie

Loans, net of unearned incor
Goodwill

Assets

Deposits

Long-term debt

Trust preferred securiti¢
Stockholders' equit

Average Balance Sheet Summary:
Investment securitie

Loans, net of unearned incor
Goodwill

Assets

Deposits

Long-term debt

Trust preferred securitie
Stockholders' equit

Capital Ratios:

Total risk-based capital rati

Tier 1 risk-based capital rati

Tier 1 leverage rati

Average stockholders' equity to average as

Selected Financial Ratios:

Return on average ass

Return on average stockholders' eq
Efficiency ratio

Net interest margil

Other Data:

Private label client investment and sweep prodatirites

Years Ended December 31

2002 2001 2000 1999 1998
(Dollars and shares in thousands, except per shasenounts)
$ 194,70¢  $ 262,98 $ 329,84t % 205,43¢ $ 146,61!
3,882 16,72« 54,60: 52,40 37,15¢
67,85¢ 70,83 189,63( 58,85¢ 23,16
186,37: 183,48 198,36: 125,65¢ 83,64¢
7,767 7,54¢ 46( — _
80,077 141,15: 266,97" 86,22¢ 48,97:
26,71¢ 52,99¢ 107,90° 34,03( 20,117
$ 53,35¢ $ 88,15« $ 159,06¢ $ 52,19¢ $ 28,85¢
IEEEESE—— S S
$ 121 % 188 % 341 $ 127 % 0.71
1.1¢ 1.7¢ 3.2t 1.2 0.6¢
14.5¢ 13.8: 12.5¢ 8.22 5.21
44,000 47,72¢ 46,65¢ 41,25¢ 40,53¢
45,08( 49,15¢ 49,22( 42,51¢ 41,84¢
$ 153569 $ 1,833,16. $ 2,107,590 $ 1,747,400 $ 1,397,50:
2,086,08! 1,767,03 1,716,54' 1,623,00! 1,611,92:
100,54¢ 96,38( — — —
4,183,18 4,172,07 5,626,77! 4,596,39! 3,545,45;
3,436,12' 3,380,97 4,862,25! 4,109,40! 3,269,75:
17,397 25,68¢ — — —
39,47 38,64: 38,58¢ 38,53 38,48t
590,35( 627,51! 614,12: 368,85( 215,86!
$ 1,554,030 $ 1,817,37! $ 1,932,46 $ 1,576,631 $ 1,123,15:
1,762,291 1,656,95! 1,580,17! 1,591,63 1,318,82!
98,25 24,95t — — —
3,866,24. 4,372,000 5,180,75! 3,992,411 2,990,54
3,063,511 3,5681,72! 4,572,45 3,681,59i 2,746,04.
23,76¢ 6,652 — — —
38,661 38,61: 38,55¢ 38,50° 23,62!
631,00! 651,86: 478,01¢ 238,08! 198,67
16.(% 17.2% 17.7% 15.5% 11.5%
14.8% 15.¢% 16.5% 14.2% 10.%%
13.9% 14.£% 12.(% 8.8% 7.6%
16.2% 14.% 9.2% 6.0% 6.6%
1.4% 2.L% 3.1% 1.3% 1.0%
8.5% 13.5% 33.5% 21.% 14.5%
67.2% 52.5% 45.€% 53.5% 53.6%
5.7% 6.8% 6.€% 5.5% 5.2%
$ 8,49532. $ 9,283,360  $ 10,805,69 $ 5,666,27 $ 1,096,301
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

Please read the following discussion aralyais of financial condition and results of opamas in conjunction with our consolidated
financial statements and supplementary data agmiex$in Item 8 of this report.

This discussion and analysis contains fotwaoking statements within the meaning of theséte Securities Litigation Reform Act of
1995. Our senior management has in the past arlat mighe future make forward-looking statementalgrto analysts, investors, the media,
and others. Forward-looking statements are statentieat are not historical facts. Broadly speakfogyvard-looking statements include:

1) Projections of our revenues, income, earnings Ip@res capital expenditures, capital structure bewofinancial items

(2) Descriptions of strategic initiatives, plans orexttjves of our management for future operationduling pending acquisitior
3) Descriptions of products, services, and industoyss

4) Forecasts of future economic performance

(5) Descriptions of assumptions underlying or relatimgny of the foregoing
In this report, we make forward-lookingtstaents discussing our management's expectatiang:ab

1) Future changes in our average loan balances airdrifpact on our net interest marg
2) Future changes in short-term interest rates aridithpact on our earnings

3) Future changes in private label investment protatances due to transferring of private label itwesit operations from
Silicon Valley Bank to its wholly owned broker-derebkubsidiary

4) Future revenue of Alliant Partners

(5) Future investment gains or losses from privatetgqnd venture capital fund investments

(6) Future changes in trust preferred securities 8istions expense due to changes in hedging intextes

©) Future changes in market prices of the underlymmgroon stock and its impact on future warrant incarihose companie
(8) Future changes in allowance for loan losses balance

9) Future cost of funds savings from raising caphabtigh real estate investment trust

(10) Future tax benefits from real estate investmerst

(11) Future common stock repurcha:

You can identify these and other forwardking statements by using such words as: "becothintay," "will," "should," "predicts,"
“"potential,” "continue," "anticipates," "believes¢'stimates," "seeks," "expects," "plans," "intehds using the negative of such words, or
comparable terminology. Although we believe that ¢éixpectations reflected in these forward-lookitagesnents are reasonable, and we have
based these expectations on our beliefs, as welllmassumptions, such expectations may prove todoerect. Our actual results of operations
and financial performance could differ significantltom those expressed in or implied by our managets forward-looking statements.
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For information about factors that couldsaactual results to differ from the expectatistated in the forwartboking statements, see 1
subsection titled "Risk Factors" at the end of fastion. We urge investors to consider these facarefully in evaluating the forward-looking
statements contained in this discussion and amsalgdlisubsequent written or oral forward-lookirtgtements attributable to our company or
persons acting on our behalf are expressly qudlifigheir entirety by these cautionary statemerite forward-looking statements included in
this filing are made only as of the date of thigdj. We do not intend, and undertake no obligattorupdate these forwe-looking statement:



Certain reclassifications have been madwritqrior years' results to conform to 2002 préastions. Such reclassifications had no effect on
our results of operations or stockholders' equity.

Critical Accounting Policies
Marketable Equity Securitie

Investments in marketable equity securitietude warrants for shares of publicly-traded pames and investments in shares of publicly-
traded companies. Equity securities in our warrdingct equity, and venture capital fund portfolgenerally become marketable when a
portfolio company completes an initial public offeg on a publicly-reported market, or is acquirgdatpubliclytraded company. Our merchi
banking marketable warrant and equity securitieéd $0.8 million at December 31, 2002 and $2 lioniat December 31, 2001. Marketable
equity securities related to Taurus, L.P. and LibtR. totaled approximately $7.1 million, see titd. Business—Acquisitions." These
instruments are classified as available-for-satbae accounted for at fair value. We recognizedsgimom the disposition of client warrants in
our consolidated statements of income of $1.7 amilln 2002, $8.5 million in 2001, and $86.3 million2000.

Unrealized gains or losses on warrant auiteinvestment securities are recorded upon ghebdishment of a readily determinable fair
value of the underlying security, as defined byte&teent of Financial Accounting Standard ("SFAS") b5, "Accounting for Certain
Investments in Debt and Equity Instruments."

1. Unrealized gains or losses afteriapple taxes, on available-for-sale marketabletgpécurities that result from initial public
offerings are excluded from earnings and are regdrt accumulated other comprehensive income, wkialseparate component of
stockholders' equity. Unrealized losses on avaldit-sale securities become realized and are eldaagainst earnings when it is
determined that an other than temporary declinaine has occurred. Further, the cost basis ohtiigidual security is written down -
fair value as a new cost basis. We are often comniadly restricted from selling equity securitiegsequent to the portfolio company's
initial public offering. Gains or losses on thesarketable equity instruments are recorded in onsclidated statements of income in
the period the underlying securities are sold tioiral party.

2. Gains or losses on marketable wamadtequity investment securities that result feoportfolio company being acquired b
publicly-traded company are marked to market wienaicquisition occurs. The resulting gains or Issse recognized into income on
that date, in accordance with Emerging Issues Fasge, Issue No. 91-5, "Nonmonetary Exchange of-@tethod Investments."
Further fluctuations in the market value of thesslmatable equity instruments, prior to eventuad sate excluded from earnings and
reported in accumulated other comprehensive incavhigh is a separate component of stockholderstyeddpon the sale of these
equity securities to a third party, gains and lessgich are measured from the acquisition prioerecognized in our consolidated
statements of income.

Notwithstanding the foregoing, a declingha fair value of any of these securities thatoissidered other than temporary, is recorded in
our consolidated statements of income in the pahiedmpairment occurs.
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We consider our marketable equity securiéiecounting policies to be critical, as the timamgl amount of income, if any, from these
instruments typically depend upon factors beyondoomtrol. These factors include the general céoiof the public equity markets, levels of
mergers and acquisitions activity, fluctuationsha market prices of the underlying common stocthese companies, and legal and
contractual restrictions on our ability to sell thederlying securities. Hence, the amount of inceveeealize from these equity instruments in
future periods may vary materially from the currantealized amount of $0.7 million and are likedyary materially from period to period.

Nor-Marketable Equity Securities

We invest in non-marketable equity secesiin several ways:

. Through the exercise of warrants obtained in thenabcourse of lendin

. By direct purchases of preferred or common stogkrivately-held companies

. By capit_al contributions to venture capital funasijch in turn, make investments in preferred or owm stock of privately held
companies

. Through our venture capital fund, Silicon ValleyrB&entures, L.P., which makes investments in preteor common stock of

privately held companies

. Through our fund of funds, SVB Strategic Investeusnd, L.P., which makes investments in venturetabfiinds, which in turi
invest in privately held compani



Unexercised warrant securities are recoedednominal value on our consolidated balancetsh&hey are carried at this value until they
become marketable or expire.

A summary of our accounting policies fonat nonmarketable equity securities is presented in theviing table. A complete descriptit
of the accounting policies follows the table.

Private Equity and Venture
Capital Fund Investments

Wholly-Owned by Silicor Cost Basis Less Identified Impairment, If A
Owned by Silicon Valley BancVentures, L.P. and S$tBategic Investment Accounting, Adjust To Fair Value On AdDierly Basis
Investors Fund, L.F Through The Statement Of Incor

Non-marketable venture capital fund invesita and other direct private equity investmentsliyfowned by Silicon totaled $31.6 millic
at December 31, 2002 and $30.7 million at DecerBieR001 (excluding our ownership interest in oanaged funds, SVB Strategic Inves
Fund, L.P. and Silicon Valley BancVentures, L.Phjeh are described below.) We record these inva#isran a cost basis as our interests are
considered minor because we own less than 5% afdimpany and have no influence over the compampgsating and financial policies. Our
cost basis in each investment is reduced by retuntisthe cost basis of the individual investmisnfully recovered. Returns in excess of the
cost basis are recorded as investment gains imteyest income.

The values of the investments are revieatddast quarterly, giving consideration to thedamnd circumstances of each individual
investment. Management's review of private equitsestments typically includes the relevant markeiditions, offering prices, operating
results, financial conditions, and exit strategkeslecline in the fair value that is consideredestthan temporary is recorded in our consolid
statements of income in the period the impairmeotcs. Any estimated loss is recorded in noninténe®me as investment losses.

Investments held by Silicon Valley BancMees, L.P. totaled $10.0 million at December 3)28nd $5.1 million at December 31, 2001
and are recorded at fair value using investmerntatting rules. The investments consist of stogirimate companies that are not traded on a
public market
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and are subject to restrictions on resale. Thessstments are carried at estimated fair value tesrdened by the general partner. The valuation
generally remains at cost until such time thatehgisignificant evidence of a change in valuegthagpon consideration of the relevant market
conditions, offering prices, operating resultsafigial conditions, exit strategies, and other pertt information. The general partner, Silicon
Valley BancVentures, Inc. is owned and controllgdSilicon and has an ownership interest of 10.7%ilicon Valley BancVentures, L.P.
Therefore, Silicon Valley BancVentures, L.P. idyudonsolidated and any gains or losses resultiogn ftchanges in the estimated fair value of
the investments are recorded as investment gailos®es in our consolidated statements of incorhe.pbrtion of any gains or losses
belonging to the limited partners is reflected imaonity interest and adjusts Silicon's income fopércentage ownership.

The SVB Strategic Investors Fund, L.P. fodid consists primarily of investments in ventwagpital funds. These funds totaled $22.1
million at December 31, 2002 and $16.5 million &cBmber 31, 2001, which are recorded at fair vasireg investment accounting rules. The
carrying value of the investments is determinedhgygeneral partner based on the percentage ofS8kBegic Investors Fund, L.P.'s interes
the total fair market value as provided by eachtwencapital fund investment. SVB Strategic InvestaLC generally utilizes the fair values
assigned to the underlying portfolio investmentshi®/management of the venture capital funds. Blimated fair value of the investments is
determined after giving consideration to the refgvaarket conditions, offering prices, operatingulés, financial conditions, exit strategy, and
other pertinent information. The general partn®&BStrategic Investors, LLC, is owned and contmllyy Silicon and has an ownership
interest of 11.1% in SVB Strategic Investors FUné, Therefore, SVB Strategic Investors Fund, lisRully consolidated and any gains or
losses resulting from changes in the estimated/édire of the venture capital fund investmentsraoerded as investment gains or losses in our
consolidated statements of income. The limitedneai$ share of any gains or losses is reflectedimority interest and adjusts Silicon's inco
to its percentage ownership.

The following tables present the carryirdue of our non-marketable venture capital andrgthigate equity investments at and for the
year ended December 31, 20

(As Consolidated)

Wholly -Owned Equity Managed Funds
Investments Activities
Venture Other Silicon Valley SVB Strategic
Capital Private BancVentures, Investors
Funds Equity L.P. Fund, L.P. Total

(Dollars in thousands)



Fund size — — $ 56,10C $ 135,33+ $ 191,43.
Commitments $ 54,55¢ $ 14,95¢ 14,17¢ 108,18¢ 191,87
Capital investmer 36,07 14,95« 14,17¢ 31,31t 96,51¢
Carrying value 24,74( 6,83¢ 9,98¢ 22,082 63,64
Net investment losse (1,257 (2,087) (7349 (5,71%) (9,78%)
(Net of minority interest ownership of managed fund)
Wholly-Owned Equity Managed Funds
Investments Activities

Venture Other Silicon Valley SVB Strategic

Capital Private BancVentures, Investors

Funds Equity L.P. Fund, L.P. Total

(Dollars in thousands)

Commitments $ 54,55¢ $ 14,95 $ 6,000 $ 15,00 $ 90,51:
Capital investmer 36,07 14,95¢ 1,98( 3,90( 56,90¢
Carrying value 24,74( 6,83¢ 1,06¢ 2,44¢ 35,09(
Net investment losse (1,257 (2,087 (78) (634) (4,046
Management fee reven — — 1,082 1,322 2,40¢
* Effective January 1, 2003, SVB Strategic Investarad, L.P. reduced the total capital that can flec¢# $121.8 million as a result of the reducsion the size of the underlying

venture capital fund investments. Our committedtehfhat can be called was reduced to $13.5 millio
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The following tables present the carryiadue of our non-marketable venture capital andrgbhigate equity investments at and for the
year ended December 31, 20

(As Consolidated)

Wholly-Owned Equity Managed Funds
Investments Activities
Venture Other Silicon Valley SVB Strategic
Capital Private BancVentures, Investors
Funds Equity L.P. Fund, L.P. Total

(Dollars in thousands)

Fund size — — 3 56,10( $ 135,33 % 191,43
Commitments $ 54,51¢ $ 14,35« 8,60( 111,00( 188,47(
Capital investmer 31,33: 14,35¢ 8,60( 19,88¢ 74,17(
Carrying value 22,17( 8,56: 5,14¢ 16,47 52,35:
Net investment losse (1,005 (4,939 (3,456 (3,002 (22,396
(Net of minority interest ownership of managed fund)
Wholly -Owned Equity Managed Funds
Investments Activities

Venture Other Silicon Valley SVB Strategic

Capital Private BancVentures, Investors

Funds Equity L.P. Fund, L.P. Total

(Dollars in thousands)

Commitments $ 54,51¢ $ 14,35 $ 6,000 $ 15,00 $ 89,87(
Capital investmer 31,33 14,35 1,501 3,00 50,181
Carrying value 22,17( 8,56% 55(C 1,82¢ 33,10¢

Net investment losse (1,00%) (4,937) (370 (333 (6,647
Management fee reveni — — 1,082 1,32 2,40¢

We consider our non-marketable equity séearaccounting policies to be critical, as thmitig and amount of gain or losses, if any, from
these instruments depend upon factors beyond auratoThese factors include the general conditibthe public equity markets, levels of
mergers and acquisitions activity, and legal anttre@tual restrictions on our ability to sell thederlying securities. Therefore, we cannot
predict future gains or losses with any degreecofieacy and any gains or losses are likely to weayerially from period to period. In additic



the valuation of non-marketable equity securitieduided in our financial statements at Decembe8@2 represents our best interpretation of
the underlying equity securities performance &t time. Because of the inherent uncertainty ofatadums, the estimated values of these
securities may differ significantly from the valugat would have been used had a ready marketiéosecurities existed, and the differences
could be material. Future adverse changes in madatitions or poor operating results of underlyimgestments could result in losses or an
inability to recover the carrying value of the istrments that may not be reflected in an investmeatrying value, thereby possibly requiring
an impairment charge in the future.

Allowance for Loan Losse

We consider our accounting policy relatioghe estimation of the allowance for loan logseise critical as it involves material estimates
by our management and is particularly susceptdbkgnificant changes in the near term.

We define credit risk as the probabilitysoktaining a loss because other parties to thadial instrument fail to perform in accordance
with the terms of the contract. Through the adniiat®on of loan policies and monitoring of the Igaartfolio, our management seeks to reduce
such credit risks. While we follow underwriting aaickdit monitoring procedures, which we believe appropriate in growing and managing
the loan portfolio, in the event of nonperformabgethese other parties, our potential exposureeditlosses could significantly affect our
consolidated financial position and earnings.
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The allowance for loan losses is estabtisheough a provision for loan losses charged fzease to provide for credit risk. Our allowance
for loan losses is established for loan losseyebtealized. The process of anticipating loandeds imprecise. Our management applies the
following evaluation process to our loan portfdiioestimate the required allowance for loan losses.

We maintain a systematic process for tt@uation of individual loans and pools of loansifdrerent risk of loan losses. On a quarterly
basis, each loan in our portfolio is assigned ditresk-rating. Credit risk-ratings are assignedeoscale of 1 to 10, with 1 representing loans
with a low risk of nonpayment, 9 representing loaith the highest risk of nonpayment, and 10 regméag loans, which have been charged-
off. This credit risk-rating evaluation processlimes, but is not limited to, consideration of sfattors as payment status, the financial
condition of the borrower, borrower compliance wiahn covenants, underlying collateral values, piééloan concentrations, and general
economic conditions. Our policies require a comeeitbf senior management to review credit relatigussthat exceed specific dollar values, at
least quarterly. Our review process evaluates pipeogriateness of the credit risk rating and aliioceof allowance for loan losses, as well as
other account management functions. In additionpmanagement receives and approves an analysadl forpaired loans, as defined by the
Statement of Financial Accounting Standards ("SHAB). 114 "Accounting by Creditors for ImpairmeritaoLoan.” The allowance for loan
losses is allocated based on a formula allocatiosifmilarly risk-rated loans, or for specific risues, which suggest a probable loss factor
exceeding the formula allocation for a specificipar for individual impaired loans as determingd3%AS No. 114.

Our evaluation process was designed taméate the adequacy of the allowance for loan lasg&sassess the risk of losses inherent il
loan portfolio by utilizing modeling techniques.rihis purpose, we have developed a statisticaleioalsed on historical loan loss migratio
estimate an appropriate allowance for outstandiag balances. In addition, we apply macro and ogatit allocations to the results of the
aforementioned model to ascertain the total allmedor loan losses. While this evaluation procesesthistorical and other objective
information, the classification of loans and theabishment of the allowance for loan losses, selie a great extent, on the judgment and
experience of our management.

Historical Loan Loss Migration Model

We use the historical loan loss migratiocodel as a basis for determining expected loanflagsrs by credit risk-rating category.
The effectiveness of the historical loan loss mtigramodel is predicated on the theory that histdrirends are predictive of future
experience. Specifically, the model calculatedittedihood and rate of a loan in one risk-ratingezgry moving one category lower
using loan data from our portfolio.

We analyze the historical loan loss migmatirend by compiling gross loan loss data andrbglitrisk rating for the four-quarter
period preceding the current period end. Eachetdhns charged-off over the four-quarter pericasisigned a credit risk rating at the
period end of each of the preceding quarters. Quaater-by-quarter basis, the model calculatesgathoff loans as a percentage of
current period end loans by credit risk-rating gatg. These percentages are weighted, based @yéhef the data, and are aggregated
to estimate our loan loss factors. These expeotau Ibss factors are ultimately applied to theentrperiod end aggregate outstanding
loan balances to provide an estimation of the alowe for loan losses.

Macro and Contingent Allocations

Additionally, we apply a contingent alloicet to the results of this model. Our contingeticdtion acknowledges that unfunded
credit obligations can result in future losses. Wrfed credit obligations at each quarter end doeatkd to credit risk-rating categories
in accordance with the client's credit risk-ratikige provide for the risk of loss on unfunded crediiligations by allocating fixed credit
risk-rating factors to our unfunded credit obligatic
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A macro allocation is calculated each qeravesed upon an assessment of the risks thateadytd a loan loss experience different
from our historical results. These risks are aggied to become our macro allocation. Based on nemegt's prediction or estimates
changing risks in the lending environment, the rmadiocation may vary significantly from periodgeriod and includes but is not
limited to consideration of the following factors:

Q) Changes in lending policies and procedures, inolydinderwriting standards and collections, charffjiestd recovery practices

(2) Changes and development in national and local enanbusiness conditions, including the market aswhemic condition of
our clients' industry sectors

3) Changes in the nature of our loan portfolio
4) Changes in experience, ability and depth of lendi@gnagement and staff
(5) Changes in the trend of the volume and severifyast due and classified loa

(6) Changes in the trend of the volume of nonaccruaidotroubled debt restructurings and other loadifications

Finally, we compute several modified vensi@f the model, which provide additional assuraheg the statistical results of the
historical loan loss migration model are reasonablg Chief Credit Officer and Chief Financial @#r evaluate the adequacy of the
allowance for loan losses based on the resultseohistorical loan loss migration model.

In addition to risk-rating every loan inrquortfolio, our management concluded that ourvedioce for loan and lease losses at
December 31, 2002 was appropriate in consideratioine following factors:

(7) A decreased risk of severe future losses from dnly-stage product loan portfolio

(8) A decreased risk of loan losses resulting frorntliestigated corporate fraud, due to the enfore#rokrecent governme
corporate governance regulations

(9)  Anincrease of $31.0 million in our average loatabae between September 30, 2002 and Decembef32, 2
(10) A continued weakness in the U.S. economy
(11) A declining venture capital fund investment inta elients in our core industry sectc

(12) A continued volatility in global stock markets icds

We consider our allowance for loan losgd3exember 31, 2002 to be adequate but not exeaeasiy to be our best estimate using
the historical loan loss experience and our peicemtf variables potentially leading to deviatigorh the historical loss experience.

Goodwill

As discussed in "ltem 8. Consolidated FaianStatements and Supplementary Data—Note let@€tinsolidated Financial Statements
Significant Accounting Policies"”, we adopted theyisions of Statement of Financial Accounting StmddNo. 142 ("SFAS No.142"),
"Goodwill and Other Intangible Assets" on Januard02. Under this standard, we are required tarn&sngible assets identified as having an
indefinite useful life for impairment in accordaneéh the provisions of SFAS No. 142 in 2002.

Substantially all of our goodwill pertaittsthe acquisition of Alliant Partners, discussetliem 8. Consolidated Financial Statements and
Supplementary Data—Note 2 to the Consolidated FiaaBtatements—Business Combinations."” In accarelavith the provision of SFAS
No. 142, the goodwill balance was determined tartemortizable. We completed our initial test foodwill
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impairment in July 2002, the result of which comted that the goodwill balance was not impairedDAtember 31, 2002, our goodwill totaled
$100.5 million.

In testing for a potential impairment ofogiavill, SFAS 142 requires us to: 1. allocate godidwithe reporting units to which the acquit



goodwill relates, 2. estimate the fair value ofsheeporting units to which goodwill relates, andi&ermine the carrying value (book value) of
those reporting units. Furthermore, if the estirddtgr value is less than the carrying value fpaaticular reporting unit, then we are require
estimate the fair value of all identifiable assatd liabilities of the reporting unit in a manneniar to a purchase price allocation for an
acquired business. Only after this process is cetaglis the amount of goodwill impairment deterrdine

Accordingly, the process of evaluating plagential impairment of goodwill is highly subjeai and requires significant judgment at many
points during the analysis. In estimating the Yailue of the businesses with recognized goodwilttie purposes of our financial statements at
December 31, 2002, we applied the fair value testgudiscounted estimated net cash flows. Our iashforecasts were based on assumpt
that are consistent with the plans and estimateare/@ising to manage the underlying business.

Based on our best estimates, we have coedlthat there is no impairment of our goodwill wéwer, changes in these estimates could
cause the businesses to be valued differentlyllii# does not meet projected operating resutisn tthis analysis could potentially result in a
non-cash goodwill impairment charge, dependinghenestimated value of the Alliant business unit #rgdvalue of the other assets and
liabilities attributed to the business.

Senior management discussed the develops®attion, and disclosure of the aforementionétal accounting policies with our audit
committee on January 15, 2003.

Results of Operations
Earnings Summar

We reported net income in 2002 of $53.4iam| as compared to the net income of $88.2 mmlliw 2001 and $159.1 million in 2000.
Diluted earnings per common share totaled $1. 2002, as compared to $1.79 in 2001, and $3.2300.2Return on average equity in 2002
was 8.5%, as compared to 13.5% in 2001, and 3332000. Return on average assets was 1.4% in 2802,2.0% in 2001, and 3.1% in
2000.

The decrease in net income for 2002, agpened to 2001, resulted primarily from a declinaét interest income, partially offset by
decreases in both provision for loan losses anohirectax expense. The decrease in net interest me@s caused by a 224 basis points de
in the average prime rate from 6.9% in 2001 to 4i72002. The decrease in net income for 2001 agaved to 2000, was primarily
attributable to decline in both net interest inccane noninterest income, partially offset by desesain both provision for loan losses and
income tax expense. The major components of netiecand changes in these components are summarittegifollowing
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table for the years ended December 31, 2002, 200@12000, and are discussed in more detail orotleniing pages.

Years Ended December 31,

2001 to 2002 2000 to 2001
Increase/ Increase/
2002 2001 (Decrease) 2000 (Decrease)

(Dollars in thousands)

Net interest incom $ 194,70¢ $ 262,98! $ (68,277) $ 329,84( $ (66,867)
Provision for loan losse 3,88: 16,72« (12,847 54,60: (37,879
Noninterest incom 67,85¢ 70,83 (2,975 189,63( (118,79)
Noninterest expens 186,37 183,48t 2,88¢ 198,36 (14,879
Minority interest 7,76 7,54¢ 221 46C 7,08¢
Income before income tax exper 80,07: 141,15: (61,07 266,97! (125,82)
Income tax expens 26,71¢ 52,99¢ (26,279 107,90° (54,909
Net income $ 53,35¢ $ 88,15 $ (34,79 $ 159,06¢ $ (70,91

Net Interest Income and Marg

Net interest income is defined as the diffiee between interest earned, primarily on loswestment securities, federal funds sold,
securities purchased under agreement to reselinggr@st paid on funding sources, primarily defgosilet interest income is our principal
source of revenue. Net interest margin is defireetha amount of net interest income, on a fullatd&-equivalent basis, expressed as a
percentage of average inte-earning assets. The average yield earned on it-earning assets is the amount of tax-equivalent interes



income expressed as a percentage of average tréamegng assets. The average rate paid on furstingces is defined as interest expense as &
percentage of average interest-earning assets.

25

The following table sets forth average tsdmbilities, minority interest and stockholdegguity, interest income and interest expense,
average yields and rates, and the composition ioheuinterest margin for the years ended Decer@bg002, 2001, and 2000.

Years Ended December 31,

2002 2001 2000
Interest Interest Interest Yield/
Average Income/ Yield/ Average Income/ Yield/ Average Income/
Balance Expense Rate Balance Expense Rate Balance Expense Rate

(Dollars in thousands)

Interes-earning asset:
Federal funds sold and securities purchased

under agreement to resell( $ 153,18! $ 2,86¢ 1.9%$ 509,96! $ 25,42 5.0%3$ 1,310,97 $ 83,47: 6.4%
Investment securitie!
Taxable 1,376,97 46,58 34 1,522,78! 79,24¢ 5.2 1,769,30! 107,26¢ 6.1
Non-taxable(2) 177,05¢ 10,60¢ 6.0 294,59: 16,61¢ 5.6 163,15: 10,70 6.6
Loans:(3) (4) (5
Commercial 1,508,20: 141,69 9.4 1,459,74i 167,85( 11.5 1,384,74. 169,09¢ 12.2
Real estate construction and te 102,47¢ 7,24¢ 7.1 83,38¢ 8,81¢ 10.€ 121,07t 12,72 10.E
Consumer and othi 151,611 7,29¢ 4.8 113,82: 8,19( 7.2 74,35¢ 7,241 9.7
Total loans 1,762,291 156,24( 8.9 1,656,95! 184,85¢ 11.2 1,580,171 189,06: 12.C
Total interes-earning asse! 3,469,511 216,29t 6.2 3,984,30: 306,14: 7.7 4,823,60: 390,50¢ 8.1
Cash and due from ban 182,40( 239,57 268,03:
Allowance for loan losse (74,845 (76,287) (74,01%)
Goodwill 98,25: 24,95¢ —
Other asset 190,91¢ 199,45¢ 163,12¢
Total asset $ 3,866,24. $ 4,372,001 $ 5,180,75!
— — ——

Funding sources
Interes-bearing liabilities

NOW deposits $ 33,56 22(C 07 $ 42,037 381 09 $ 55,82t 77C 14
Regular money market depos 288,23t 2,751 1.0 269,88t 3,03¢ 1.1 386,70: 7,08¢ 1.8
Bonus money market depos 614,37¢ 5,85k 1.C 733,41 8,58( 1.2 1,275,54! 25,117 2.0
Time deposit: 610,99t 7,40 1.2 792,03: 24,87: 3.1 582,35: 23,93¢ 4.1
Shor-term borrowinc 33,82« 1,082 3.2 10,68: 26& 2.5 — — —
Long-term debt 23,76¢ 564 24 6,652 21C 3.2 — — —
Total interes-bearing liabilities 1,604,77: 17,87¢ 11 1,854,701 37,34: 2.0 2,300,42! 56,91: 25
Portion of nonintere-bearing funding source 1,864,74. 2,129,60; 2,523,18:
Total funding source 3,469,51( 17,87¢ 0.5 3,984,30: 37,34: 0.8 4,823,60: 56,91: 12
Noninteres-bearing funding source
Demand deposit 1,516,33 1,744,35! 2,272,03.
Other liabilities 44,31¢ 52,02: 85,85¢
Trust preferred securities( 38,66 38,611 38,55¢
Minority interest 31,14¢ 30,44¢ 5,861
Stockholders' equit 631,00! 651,86: 478,01t
Portion used to fund inter-earning asse! (1,864,74) (2,129,60) (2,523,18)
Total liabilities, minority interest and
stockholders' equit $ 3,866,24. $ 4,372,001 $ 5,180,75!
| | I

Net interest income and marg $ 198,42( 5.7% $ 268,80( 6.8% $ 333,59 6.9%



Total deposit: $ 3,063,511 $ 3,581,72! $ 4,572,45
| | |
@ Includes average interest-bearing deposits in dthencial institutions of $609, $568, and $502002, 2001, and 2000, respectively.
@) Interest income on nontaxable investments is pteden a fully taxable-equivalent basis using #aefal statutory tax rate of 35% for all years enésd. These adjustments were

$3,712, $5,815, and $3,746 for the years endedrbeee31, 2002, 2001, and 2000, respectively.
@) Average loans include average nonaccrual loand @692, $21,565, and $24,337 in 2002, 2001, an@,2@8pectively.
@) Average loans are net of average unearned incorg21o651, $7,669, and $9,929 in 2002, 2001, an@ 2@3pectively.
() Loan interest income includes loan fees of $36,$3%,407, and $26,183 in 2002, 2001 and 2000, ctispéy.

(6) The 8.25% annual distribution to SVB Capital I, ehis the special-purpose trust formed for the psiepof issuing the trust-preferred securitieseé®rded as a component of
noninterest expense.
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Net interest income is affected by charigghe amount and mix of interest-earning assetisirsterest-bearing liabilities, referred to as
"volume change." Net interest income is also affeédty changes in yields earned on interest-eaassgts and rates paid on interest-bearing
liabilities, referred to as "rate change." Theduling table sets forth changes in interest incontkiaterest expense for each major category of
interest-earning assets and intetasaring liabilities. The table also reflects theoamt of simultaneous changes attributable to bothme anc
rate for the years indicated. For this table, clearthat are not solely due to either volume or aegeallocated in proportion to the percentage
changes in average volume and average rate. Cheglgting to investments in non-taxable municigadisities are presented on a fully
taxable-equivalent basis using the federal stafutor rate of 35% for all years presented.

2002 Compared to 200: 2001 Compared to 200(
(Decrease) Increase (Decrease) Increase
Due to Changes in Due to Changes in
Volume Rate Total Volume Rate Total

(Dollars in thousands)

Interest income
Federal funds sold and securities purché

under agreement to res $ (11,909 $ (10,65) % (22,556 $ (42,83) % (15,219 % (58,05)
Investment securitie (14,099 (24,57)) (38,670 (6,309 (15,80) (22,11))
Loans 11,39! (40,010 (28,619 8,927 (13,130 (4,209
Decrease in interest incor (14,619 (75,232) (89,845 (40,209 (44,15¢) (84,365
Interest expenst
NOW deposits (69) (92 (1673) (163 (22€¢) (389
Regular money market depos 171 (454) (283) (1,77%) (2,277) (4,05%)
Bonus money market depos (1,207 (1,529 (2,72%) (8,459 (8,07¢) (16,53)
Time deposit: (4,76€) (12,702 (17,46%) 7,39( (6,455 93t
Shor-term borrowings 724 94 81¢ 265 — 265
Long-term debt 422 (68) 354 21C — 21C
Decrease in interest exper (4,719 (14,746 (19,465 (2,535 (17,03¢) (29,57
Decrease in net interest incol $ (9,899 $ (60,486 $ (70,380 $ (37,679 $ (27,120 $ (64,794

2002 Compared to 2001

Net interest income on a fully taxable-eqient basis totaled $198.4 million in 2002, a dase of $70.4 million, or 26.2%, from $268.8
million in 2001. The decrease in net interest ineomas due to an $89.8 million, or 29.3%, declinetarest income, offset by a $19.5 million,
or 52.1%, decrease in interest expense over theaahle prior-year period.

In 2002, we implemented numerous measorasrimize the impact of the decline in market ieta rates. These measures included
diversifying the product mix in the investment golib to higher-yielding, high-quality assets, rethg rates paid on interest-bearing deposits,
and embedding minimum interest rate “floors" infierd loan agreements. We also increased the agergoected life of investments in ¢



portfolio by replacing some assets from lower-yirdgshort-term securities to higher-yielding longem securities, thereby taking advantage
of the steeper interest rate curve. Overall, theeeted average life of portfolio investments inseshto approximately 1.5 years, as compar
less than 1 year in 2001.

The $89.8 million decrease in interest medor 2002, as compared to 2001, was the resalt$if4.6 million unfavorable volume
variance, combined with a $75.2 million unfavoratate variance. The $14.6 million unfavorable voluwariance resulted from a $514.8
million, or 12.9%, decrease in average interestiagrassets over the comparable prior-year pefibd.decrease in average interest-earning
assets was primarily concentrated in higldytd federal funds sold, and securities purchasedker agreement to resell, which decreased $
million, and investment securities,
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which decreased $263.3 million. These decreases pagtially offset by $105.3 million increase imaits.

Average loans increased $105.3 million6.df46, in 2002, as compared to 2001, resulting i8Eh4 million favorable volume variance.
December 31, 2002, we grew our loan portfolio teaord level by refocusing on attracting middierket and mature corporate technology
life sciences clients, which we believe are cutyemhder-served by competitors exiting these induséctors. We experienced loan growth
across most of the industry sectors we serve. Auditly, our new loans continue to be subject tostandard underwriting practices. We
expect further growth in our loan balances to leolsur net interest margin since it will shift ligunterest-earning assets from our investment
portfolio, which currently yields 3.7%, to loanstiwiyields ranging from approximately 4.8% to 9.4%.

Average investment securities for 2002 dased $263.3 million, or 14.5%, as compared to 2@ulting in a $14.1 million unfavorable
volume variance. The decrease in average investseentities was primarily centered in U.S. agersnusties, which decreased $291.0
million. This decrease resulted from declines inaterage deposit balances and our common stockategse programs. Deposit balances
declined in 2001 as our clients continued to exgrexe reduced liquidity due to the slowdown in thpital markets and lower levels of venture
capital fund investment. However, quarterly averdgposit balances stabilized during 2002.

Average federal funds sold and securitigsipased under agreement to resell in 2002 dedt&3%6.8 million, or 70.0%, as compared to
the prior year, resulting in an $11.9 million undeable volume variance. This decline was primatihe to a change in the investment portfolio
mix, as funds were invested in longer-term, highligy securities while still maintaining high legedf liquidity. We expect to continue the
trend of managing federal funds and overnight refpase agreements at appropriate levels.

Unfavorable rate variances associated gatth component of interest-earning assets cau$@f.2 million decline in our interest income
for 2002 as compared to 2001. Short-term marketést rates decreased rapidly throughout 200 1wanekperienced additional, although less
severe, market interest rate decreases in 2003, Weuearned lower yields in 2002 on federal fusuld and securities purchased under
agreements to resell, as well as our investmenirdies, a significant portion of which were shtetm in nature. The decrease in short-term
market interest rates resulted in a combined $8#llbn unfavorable rate variance in 2002, as coragdo 2001. In 2002, we incurred a $40.0
million unfavorable rate variance associated with loan portfolio. The average yield on loans i®2@ecreased 230 basis points to 8.9% 1
11.2% in the prior year. This was due to two fagtiirst, the lower average prime rate reducediyieh floating rate loans, which represent
approximately 79.0% of our total loan portfolio.éltveighted-average prime rate declined 224 basmgpfsom 6.9% in 2001 to 4.7% in 2002.
Second, our fixed-rate loans are priced by refexread).S. Treasury securities. During 2002, thasuey yield curve moved lower and
flattened. Thus, we earned lower yields on newewad, and refinanced fixed-rate loans. Our investraed loan portfolios are extremely
interest rate sensitive, and therefore we expeattahy increase in short-term interest rates wilifcremental to our earnings.

The yield on average interest-earning assetreased 150 basis points in 2002 from the peiar. This decrease primarily resulted from a
decline in short-term market interest rates; thuesearned lower yields on each component of oerast-earning assets.

Total interest expense in 2002 decreas8db$illion from 2000. This decrease was due tav@ffable rate variance of $14.7 million,
combined with a favorable volume variance of $4ilfion. The favorable rate variance largely resdlfeom a reduction between 2001 and
2002 in the average rate paid on our time-deposdyxct from 3.1% to 1.2%.

The average cost of funds paid on avenafgedst-bearing liabilities in 2002 was 1.1% dowenf 2.0% in 2001. This decrease in the
average cost of funds was largely due to a decrafak@0 basis points in the average rate paid orime-deposit product.
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2001 Compared to 2000

Net interest income, on a fully taxable-gglent basis, totaled $268.8 million in 2001, am@ase of $64.8 million, or 19.4%, from the
$333.6 million in 2000. The decrease in net inteiresme was due to an $84.4 million, or 21.6% lidedn interest income, which was offs



by a $19.6 million, or 34.4%, decrease in inteeagtense over the comparable prior year period.

The $84.4 million decrease in interest medor 2001, as compared to 2000, was the resalthdf0.2 million unfavorable volume
variance, combined with a $44.2 million unfavoratalge variance. The $40.2 million unfavorable voduvariance resulted from an $839.3
million, or 17.4%, decrease in average interestiagrassets over the comparable prior-year peflibd.decrease in average interest-earning
assets resulted primarily from lower investabledias the result of a decline in our client degosihich decreased $990.7 million, or 21.7%,
from 2000 to 2001. The decrease in average inteaesing assets was primarily concentrated in itiquid, federal funds sold, and securities
purchased under agreement to resell, which deate&&L.0 million.

Average loans increased $76.8 million, @4, in 2001, as compared to 2000, resulting i&8 million favorable volume variance.
Although we continued to add high-quality loan®tw portfolio throughout 2001, the slowdown in alients' capital markets and venture
capital funding reduced those opportunities andeideg our ability to increase loan balances.

Average investment securities for 2001 dased $115.1 million, or 6.0%, as compared to 2@&ting in a $6.3 million unfavorable
volume variance. The decrease in investment séeuvitas primarily centered in U.S. agency securiied resulted from a corresponding
decrease in client deposits.

Average federal funds sold and securitigsipased under agreement to resell in 2001 dedeasembined $801.0 million, or 61.1%, as
compared to the prior year, resulting in a $42.Bioni unfavorable volume variance. This decreass waesult of a decline in investable funds
related to the decline in our clients' average ditfi@lances.

Unfavorable rate variances associated gatth component of interest-earning assets comlingecrease interest income by $44.2
million in 2001, as compared to the prior year. i$term market interest rates decreased duringdiséyear. As a result, we earned lower
yields during 2001 on federal funds sold, secwgifiarchased under agreements to resell, and oestiment securities, a significant portior
which were short-term in nature, resulting in a bored $31.0 million unfavorable rate variance, aspared to the prior year. In 2001, we
incurred a $13.1 million unfavorable rate varianssociated with our loan portfolio. The averagddyo loans in 2001 decreased 80 basis
points to 11.2% from 12.0% in the prior year. Appnoately 72.2% of our loan balance was prime-rdtased at December 31, 2001; the
majority of the remaining loan balance was fixetgra

The yield on average interest-earning assetreased 60 basis points in 2001 from the pear. This decrease primarily resulted from a
decline in short-term market rates; thus, we ealower yields on each component of our intereshiegrassets.

Total interest expense in 2001 decreas8db$tillion, as compared to 2000. This decreaseduasto a favorable rate variance of $17.0
million, combined with a favorable volume variarafeb2.5 million. The favorable rate variance laygedsulted from a reduction, between 2
and 2001 in the average rate paid on our bonus ynoaeket deposit product from 2.0% to 1.2%, andfrb1% to 3.1% on our time-deposit
product.

The average cost of funds paid on avenafgedst-bearing liabilities in 2001 was 2.0% dowenf 2.5% in 2000. This decrease in the
average cost of funds was largely due to a decrafa®@ basis points in the average rate paid orbonus money market deposit product and a
100 basis point decrease on the average rate paidraime-deposit product.
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Provision for Loan Losse

The provision for loan losses is based wnewaluation of the adequacy of the existing atloee for loan losses in relation to total loans
and on our periodic assessment of the inherentdamtified risk dynamics of the loan portfolio rétsng from reviews of selected individual
loans and loan commitments.

Our provision for loan losses totaled $3ifion in 2002, as compared to $16.7 million in02Q and $54.6 million in 2000. We incurred
net charge-offs of $5.8 million in 2002, as complai@$18.1 million in 2001, and $52.6 million in@M The decrease in provision for loan
losses for 2002, as compared to 2001, resulted $222 million in recoveries in 2002, relating arde part to loan loss recoveries from
entertainment loan litigation settlements. For aerdetailed discussion of credit quality and tHevehnce for loan losses, see "ltem 7. Critical
Accounting Policies" and "Item 7. Financial Conaliti—Credit Quality and the Allowance for Loan Losses

Noninterest Incom

The following table summarizes the compas@f noninterest income for the past three years.

Years Ended December 31,

2002 2001 2000



(Dollars in thousands)

Client investment fee $ 30,67: $ 4159 $ 35,83
Letter of credit and foreign exchange inco 15,22¢ 12,65t 18,58t
Corporate finance fee 12,11( 2,911 1,82(
Deposit service chargt 9,07 6,19¢ 3,33¢
Disposition of client warrant 1,661 8,50( 86,32:
Investment (losses) gail (9,825 (12,379 37,06¢
Other 8,94« 11,34¢ 6,67(
Total noninterest incomr $ 67,85¢ $ 70,83: $ 189,63(

Noninterest income decreased $3.0 mill@nt.2%, in 2002, as compared to 2001. This deere@s primarily due to a $10.9 million
decrease in client investment fees, a decrease.8frillion in income from the disposition of cliemarrants, and a decrease of $2.4 million in
other noninterest income. These decreases welt bffsan increase of $9.2 million in corporate fica fees, a $2.9 million increase in deposit
service charges, a $2.6 million increase in leiferedit and foreign exchange income, and a $2llf5bmdecrease in investment losses.
Noninterest income decreased $118.8 million, 08%2in 2001, as compared to 2000. This decreaséangely due to a $77.8 million decret
in income from the disposition of client warrardgembined with a $49.4 million decline in investm@oss) gain contribution.

Client investment fees totaled $30.7 millin 2002, as compared to $41.6 million in 200 $85.8 million in 2000. We offer private
label investment and sweep products to clients lbiclwwe earn fees ranging from 12.5 to 107 basistpon the average balance of these
products. At December 31, 2002, $8.5 billion irentifunds were invested in these private labelstment and sweep products, including $6.4
billion in the mutual fund products, as compare&2a billion and $7.4 billion, respectively, at@enber 31, 2001. The decrease in client
investment fees of $10.9 million was due to a coration of a shift in investment mix and a declin®ur clients' investment balances. Also, in
the third quarter of 2002, we completed an initiatdf transferring the private label investmentragiens from Silicon Valley Bank into a
wholly-owned, registered, broker-dealer subsid@r$ilicon Valley Bank. This action will allow us provide a more expansive and
competitive array of investment products and sertacour clients. We believe this initiative willqvide us additional future opportunities to
compete for additional client funds and grow cliprivate label investment balances.
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Letter of credit fees, foreign exchangesfemd other trade finance income totaled $15.Ramiin 2002, an increase of $2.6 million, or
20.3%, from the $12.7 million total in 2001, andexrease of $3.4 million, or 18.1%, from the $1@ibion total in 2000. The increase betw:
2001 and 2002 reflects an increase in the numbproafucts offered by us and an increase in themelaf client foreign exchange transactions
during 2002 as compared to 2001.

Corporate finance fees totaled $12.1 nriliiw 2002, an increase of $9.2 million, or 316.@%m the $2.9 million in 2001, and an increase
of $10.3 million or 565.4%, from the $1.8 milliootal in 2000. In 2002, Alliant Partners, our invasht-banking subsidiary, generated the
entire balance of $12.1 million. SVB Securities;.Jrgenerated $1.1 million in 2001 and $1.8 millior2000. The increase in corporate finance
fees was primarily due to the acquisition of Alli@am September 28, 2001, which increased our me@®t acquisitions advisory activity.
Alliant's revenues are typically a function of treduation of their clients' mergers and acquisgitransactions. Global political and economic
events have depressed valuations of high techn@ogylife sciences corporations. ConsequentlyaAtihas not achieved the initial revenue
goals we defined at the acquisition date. See "Befonsolidated Financial Statements and SupplEmebata—Note 2 to the Consolidated
Financial Statements—Business Combinations". HoweMéant has met its targets for mergers and #sitjans transaction volumes for 2002.
In the fourth quarter of 2002, Alliant's revenuewkd improvement, as public equity markets improsigghtly and Alliant deal flow volume
returned to a more normal pace. We expect Alliaménues to continue to be volatile, but exhibieaagal upward trend over the long term.

Deposit service charges totaled $9.1 nmillio2002, an increase of $2.9 million, or 46.4%campared to the $6.2 million reported in
2001, and an increase of $5.7 million, or 171.96f6fithe $3.3 million in 2000. As we have expanded emhanced our suite of fee-based
financial (depository) services and client usageihareased, overall service fees have increasmdoyer year. Additionally, clients
compensate us for depository services, either gir@arnings credits computed on their demand depalsinces, or through explicit payments
recognized by us as deposit service charges incaaraings credits are calculated using client ayedaily deposit balances, less a reserve
requirement and a discounted U.S. Treasury bilradt rate. Clients received lower earnings credi®002, as compared to 2001 due to lower
average client deposit balances and lower marketdst rates. As such, our clients had fewer cedibffset explicit deposit service charges.
Thus, we earned higher explicit deposit servicegémin 2002.

Due to reduced client initial public offiegiand merger and acquisition activities, the inedrom disposition of client warrants totaled
$1.7 million in 2002, as compared to $8.5 millior2001 and $86.3 million in 2000. We have histdhljcabtained rights to acquire stock, in-
form of warrants, in certain clients, primarily pert of negotiated credit facilities. The receiptvarrants does not change the loan covenants o
other collateral control techniques we employ ttigate the risk of a loan becoming nonperforminige Tollateral requirements on loans with
warrants are similar to lending arrangements whengants are not obtained. The timing and amouiriadme from the disposition of client
warrants typically depends upon factors beyondcoutrol, including the general condition of the fcilequity markets as well as the mer



and acquisition environment. Therefore, we cannedigt the timing and amount of income with any réegof accuracy, and this income is
likely to vary materially from period to period.

We incurred $9.8 million in losses on invesnt securities in 2002, as compared to loss&&®# million in 2001, and gains of $37.1
million in 2000. The 2002 and 2001 losses primaméiated to the write-down of certain venture cagfiind and direct equity investments.
Excluding the impact of minority interest, the mette-downs of our equity securities for 2002 tethapproximately $4.1 million and $6.6
million for 2001. The 2000 gains primarily relateda gain of $26.2 million realized on the sal@afenture capital fund investment, which
completed its initial public offering in 1999.

Other noninterest income largely consisteservice-based fee income, and totaled $8.9amilln 2002, as compared to $11.3 million in
2001 and $6.7 million in 2000. This decrease in2@3

31

compared to 2001 and 2000, was primarily due tcetimination of supply chain service operationsaite 2001.
Noninterest Expens

Noninterest expense in 2002 totaled $1&6ldon, a $2.9 million, or 1.6%, increase from 200 otal noninterest expense was $183.5
million in 2001, a decrease of $14.9 million, d8%., from 2000. We closely monitor our level of nuerest expense using a variety of
financial ratios, including the efficiency ratiohd efficiency ratio is calculated by dividing tha@unt of adjusted noninterest expense by
adjusted revenues. Noninterest expense is adjtsctlude costs associated with amortization wéstments in tax credit funds, minority
interest, and retention and warrant incentive pl&&venues are adjusted to exclude income assoeigtie minority interest, the disposition of
client warrants, and gains or losses related testnent securities. This ratio reflects the lefalpgerating expense required to generate $1 of
operating revenue. Our efficiency ratio was 67.8¥2002, as compared to 52.5% and 45.6% in 20022866, respectively.
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The following table presents the detaihohinterest expense and the incremental contribwutieach expense line item to our efficiency
ratio.

Years Ended December 31,

2002 2001 2000
Percent of Percent of Percent of
Adjusted Adjusted Adjusted
Amount Revenues Amount Revenues Amount Revenues

(Dollars in thousands)

Compensation and benef $ 105,16¢ 38.¢% $ 89,06( 26.2% $ 106,38! 26.5%
Net occupanc 20,39 7.5 16,18! 4.8 9,36: 24
Professional service 18,38t 6.8 24,54 7.3 20,83: 5.3
Furniture and equipme! 9,56: 3.t 13,91¢ 4.1 11,99¢ 3.C
Business development and tra 8,42¢ 3.1 10,15¢ 3.C 11,18¢ 2.8
Postage and suppli 3,19( 1.2 3,99 1.2 3,50(C 0.¢
Telephone 3,12% 1.2 4,317 1.3 2,81t 0.7
Correspondent bank fe 2,83t 1.C 47¢ 0.1 112 0.C
Trust preferred securitie

distributions 2,23( 0.8 3,30( 1.0 3,30( 0.8
Advertising and promotio 1,02t 0.4 3,12¢ 0.9 3,44¢ 0.¢
Other 9,95¢ 3.7 10,18: 3.1 8,111 2.C
Expenses incurred by minority

interest (2,119 (0.9 (2,43%) (0.7) (671) (0.3

Total, excluding cost of other real
estate retention, warrant incentive
plan, tax credit fund amortization,
and minority interes 182,18( 67.2% 176,82 52.5% 180,37¢ 45.€%

Tax credit funds amortizatic 2,96: 2,75¢€ —



Expenses incurred by minority

interest 2,11« 2,43t 671

Retention and warrant incenti

plans (883) 1,47: 17,31:

Total noninterest expen: $ 186,37: $ 183,48t $ 198,36
| |

Compensation and benefits expenses tofdled.2 million in 2002, a $16.1 million, or 18.1%¢iease from the $89.1 million incurred in
2001. We experienced an increase in compensatiiba@mefits during 2002 for the following reasonisst-we completed a strategic
realignment of some of our business activities,civliesulted in severance expense of $1.1 millichénsecond quarter of 2002. Second, we
incurred $6.1 million in incentive compensation empe related to our target earnings levels beihggaed in 2002, as compared to $0 in 2001.
Finally, average full-time equivalent (FTE) persehimcreased from 970 in 2001 to 1,000 in 2002. @ensation and benefits expenses totaled
$89.1 million in 2001, a $17.3 million, or 16.3%alease from the $106.4 million incurred in 200QisTdecrease was largely the result of a
decrease in performant@&sed compensation associated with our incentinades and employee stock ownership plan. Averagegefsonne
increased from 830 in 2000 to 970 in 2001. Thedase in FTE personnel from 2000 through 2002 wiasapily due to conversion of certain
consultants to permanent employees status, thesitou of Alliant Partners and Woodside Asset Mgaaent, Inc., and our efforts to build an
infrastructure sufficient to support our businessvities and regulatory requirements. We are curitig our specific measures to control the
number of FTE personnel during 2003 due to the @rdn slowdown in our marketplace.

Occupancy expense totaled $20.4 millioa(02, $16.2 million in 2001, and $9.4 million in(M Occupancy expense has generally
increased over the past two years due to increrhendts associated with the addition of regionéites in the San Francisco Bay Area, which
were opened in
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the latter half of 2001. Additionally, in 2002, egited leased premises, in Santa Clara, Califoaparoximating 18,000 square feet. The lease
on the building expires in August 2005. Our managrgndetermined that the premises would have nodwaonomic value to our operations,
except for any potential future sub-lease arrangeeniderefore, during 2002, we incurred charge-offapproximately $2.5 million related to
the exit of these premises.

Professional services expenses, which sbobrosts associated with corporate legal sesyiit@ation settlements, accounting and
auditing services, consulting, and our board ofatirs totaled $18.4 million in 2002, a $6.2 millj@r 25.1% decrease from the $24.5 million
total in 2001. We incurred $20.8 million in profes®al services expenses in 2000. The decreas®iagsional services is primarily related to a
reduction in the number of business initiativespsurped by consultants. The increase in professisaafices expenses in 2001, as compared to
2000, reflects the extensive efforts we had unéertao continue to build and support our infrasinte, as well as evaluate and pursue new
business opportunities.

Furniture, and equipment expenses tota®e@ fiillion in 2002, a decrease of $4.4 million,3dr3%, compared to the $13.9 million in
2001, and a decrease of $2.4 million, or 20.3% amexpto the $12.0 million in 2000. The decread@iiniture and equipment expenses in Z
as compared to 2001, was primarily due to a $1lBomichargeeff of software related to an abandoned projet¢hénthird quarter of 2001. Tt
higher level of furniture and equipment expens2df0 was primarily attributable to certain nonreitig costs in connection with the
expansion of our existing corporate headquartevititiaduring the fourth quarter of 2000, the adutit of new regional offices, and an increase
in recurring expenses associated with our additiofiie space.

Business development and travel expensaketb$8.4 million in 2002, a decrease of $1.7iomll or 17.1%, as compared to the $10.2
million total in 2001. We incurred $11.2 million business development and travel expenses in 20@0decrease in costs associated with
business development, and travel expense in 200@mapared to 2001, and in 2001 as compared to @@8Qorimarily due to our efforts to
control noninterest expense.

Postage and supplies expenses totalediBi@n, $4.0 million, and $3.5 million in 2002, 2@, and 2000, respectively. Total telephone
expenses were $3.1 million in 2002, $4.3 millior601, and $2.8 million in 2000. The decrease i lpostage and supplies expenses and
telephone expenses between 2002 and 2001 refi@cefforts to control noninterest expense.

Correspondent bank fees totaled $2.8 miliin2002, $0.5 million in 2001, and $0.1 millian2000. Many of our correspondent banks
provide earnings credits to offset bank fees warimehen using their services. Earnings creditgyareerally calculated using average daily
deposit balances, less a reserve requirement ahdraterm market interest rate. We received losanings credits in 2002 as compared to
2001 and 2000, due to our maintaining lower avelmgances with our correspondent banks and lowekehanterest rates. As such, we had
fewer earnings credits to offset bank fees chairgagred by us. Thus, we incurred higher recogriealank fees in 2002 as compared to 2001
and 2000. Management made the decision to loweantbemge balances with correspondent banks bewausgre able to earn more on our
funds by investing them than we would have savelbaying these funds with the correspondent banks.

We issued $40.0 million in cumulative trpséferred securities during the second quart&©8B. Trust preferred securities distributic



totaled $2.2 million, $3.3 million, and $3.3 milfian 2002, 2001, and 2000, respectively. The foosterred securities pay a fixedte quarterl:
distribution of 8.25% and have a maximum maturitg@ years. On June 3, 2002, we entered into aatdre agreement with a notional
amount of $40.0 million. The agreement hedges agé#ie risk of changes in fair value associateti witr $40.0 million of trust preferred
securities. The terms of the agreement providetiarterly receipt of 8.25% fixed-rate and paymédritandon Inter-Bank Offer Rate (LIBOR)
plus a spread, based on the $40.0 million notianaunt. The derivative agreement provided a $1lllomidecrease in trust preferred security
distribution expense for 2002. We expect this hedgeovide a greater reduction of the cost oftoust preferred securities during the first |
of 2003. However, the counterparty to the derivatigreement has the option to cancel the
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agreement in June 2003. Should the derivative aggatbe cancelled, we will evaluate whether additidvedging is warranted. There is no
assurance that a similar hedging opportunity watdme available at that time.

Advertising and promotion expenses totdied million, $3.1 million, and $3.4 million in 2802001, and 2000, respectively. The
decrease in advertising and promotion expensea@ @002 and 2001 was primarily the result of ofwreto control noninterest expense.

Retention and warrant incentive plans egpdntaled $(0.9) million in 2002, $1.5 million2001, and $17.3 million in 2000. Under the
provisions of the retention and warrant incentilanp, employees are compensated with a fixed pexgerof gains realized on warrant and
certain venture capital fund and direct equity stugents. In 2002, certain employees terminated @mpént with us. Consequently, we
reversed the portion of the retention plan accapalicable to those employees. Since we did natrceany significant amount of retention p
expense related to existing or new plans in 20@2réversal of the accrual caused a reductionperse in 2002. The decrease in retention anc
warrant plans expense in 2001 as compared to 20directly related to the decline in warrant,tuea capital fund, and direct equity
investment gains recognized by us in those years.

Other noninterest expenses, excluding ffeeteof tax credit fund investment amortizatiootaled $10.0 million in 2002, $10.2 million in
2001, and $8.1 million in 2000. The increase ireottoninterest expenses in 2001 as compared tq 2@&0primarily attributable to higher
insurance and data processing costs.

Minority Interests

The minority interest limited partner's haf losses were $7.8 million, $7.5 million, ar@%million in 2002, 2001 and 2000,
respectively. The minority interest limited parthesses were primarily due to a write-down of mityointerest-owned investments associated
with SVB Strategic Investors Fund, L.P. and Siliatdley BancVentures, L.P. of $5.7 million and $m8lion in 2002 and 2001, respectively.
Minority interest limited partner losses in 200nparily related to fund management fees associatddSVB Strategic Investors Fund, L.P.
and Silicon Valley BancVentures, L.P.

Income Taxe

Our effective income tax rate was 33.498002, compared to 37.5% in 2001 and 40.4% in 2086.change in our effective income tax
rate from 2001 to 2002 was primarily due to ané@ase in items giving rise to permanent tax benefits

In particular, on September 11, 2002, ©atifa enacted a law requiring large banks (thoslk awerage assets in excess of $500 millio
conform to federal law with respect to accountioglfad debts. Prior to the law change, all bardgamless of size, were eligible to use the
reserve method of accounting for bad debts whietbkl them to take deductions for anticipated kedat bbsses prior to the losses being
incurred for California tax purposes. With the op@nlarge banks may now only deduct actual chaffgenet of recoveries in determining their
California taxable income. Banks that are requitedonform to the new law must include in taxalleome 50 percent of their existing bad
debt reserves as of the end of the prior tax Y&ma concession for requiring large banks to cormptia the new law, recapture of the
remaining 50 percent of the reserve is waived theoeeating a permanent tax benefit. Our one-tiaxebenefit resulting from the law change
was $0.8 million and has been reflected in ourmedax expense for 2002. This change, while reduicicome tax expense, also results in
accelerated tax payments.

In August 2002, we implemented a real estatestment trust (REIT) to serve as a future-fagdehicle. In 2002 we obtained $0.8
million in tax benefits from the REIT structure.

The increase in tax rate from 2000 to 2@@% principally attributable to changes in our riaslite income tax rate.
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Financial Condition



Total assets remained fairly consisteniveet December 31, 2001 and December 31, 2002 2b#lon. However, we experienced a
shift in the composition of our assets, reflectgdal$320.9 million increase in net loans, offsedegreases in investment securities and federal
funds sold and securities purchased under agredmeggell by $297.5 million and $9.6 million, restively.

Federal Funds Sold and Securities Purchased undeeéiment to Rese

Federal funds sold and securities purchaseér agreement to resell totaled a combined $20#lion at December 31, 2002, a decrease
of $9.6 million, or 4.5% as compared to $212.2 imilloutstanding at the prior year end. Year ovaryederal funds sold and securities
purchased under agreement to resell were virtugbhanged. However, as stated previously, averalg@tes were down significantly
demonstrating the shift into longer-term securitidsle maintaining high levels of liquidity.

Investment Securitie

For a description of the accounting poBaielated to investment Securities, see "ltem Thadament's Discussion and Analysis of
Financial Condition and Results of Operations—¢€aitiAccounting Policies" and "ltem 8. Consolidakédancial Statements and
Supplementary Data—Note 1 to the Consolidated FiaaStatements—Significant Accounting Policies—dstment Securities."”
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The following table details the compositafrinvestment securities, which were classifiedveailable-for-sale and reported at fair value,
with the exception of non-marketable securities thelude Federal Reserve Bank and Federal Home Baak stock, tax credit funds, venture
capital fund investments, and other private eguiestments, which were reported on a cost basgsday identified impairment or reported at
fair value using investment accounting rules atddelger 31, 2002, 2001, and 2000.

December 31

2002 2001 2000

(Dollars in thousands)

Available-for-sale securities

U.S. Treasury securitie $ 20,57¢ $ 85,14¢ $ 25,01:
U.S. agencies and corporations:
Discount notes and bonds 197,54! 425,84: 1,027,53.
Mortgage-backed securitie 158,93t 142,49: 166,40¢
Asset-backed securities 38,50¢ — —
Collateralized mortgage obligations 420,16: 154,31 209,58!
Obligations of states and political subdivisic 210,51 421,63: 401,04
Commercial paper and other debt secur 11,14¢ 34,80( 53,90(
Money market mutual funds 378,93 494,23( 155,25
Warrant securitie 83¢ 2,40¢ 7,03:¢
Venture capital fund investmer 11 69 —
Other equity investments(1) 7,05k 5 23
Total availabl-for-sale securitie 1,444,23 1,760,94. 2,045,79.

Non-marketable securitie:

Federal Reserve Bank stock and tax credit ft 25,64¢ 19,86 15,53¢
Federal Home Loan Bank sto 2,17z — —
Venture capital fund investments(2) 46,82: 38,64 30,51¢
Other private equity investments(3) 16,82( 13,70¢ 15,74(
Total nor-marketable securitie 91,46: 72,22( 61,797
Total investment securiti¢ $ 1,535,69: $ 1,833,16; $ 2,107,59

@ Available-for-sale other equity investments incldd@.1 million related to investments owned by twasolidated limited partnerships, Taurus, L.P. labda, L.P. as of
December 31, 200;



@) Non-marketable venture capital fund investmentiiohed $22.1 million, $16.5 million, and $10.3 nulti related to SVB Strategic Investors Fund, L.BgfaDecember 31, 2002,
2001, and 2000, respectively.

@) Non-marketable other private equity investmentsuided $10.0 million, $5.1 million, and $3.5 milligalated to Silicon Valley BancVentures, L.P., 8®ecember 31, 2002, 2001,
and 2000, respectively.

Investment securities totaled $1.5 billarDecember 31, 2002, a decrease of $297.5 milliot6.2%, from the December 31, 2001
balance of $1.8 billion. This decrease resultechfeoreallocation of funds to loans and our comntooksrepurchase programs during 2002.
The decrease in investment securities was primerily.S. Treasury and agency securities, short-trhgations of states and political
subdivisions, and money market mutual funds. Tlas partially offset by an increase in collateralireortgage obligations. This shift
represents a change in investment portfolio manageas we become more active in measuring and rimanagr interest rate risk. We have
increased the expected average life of investniardar portfolio to approximately 1.5 years in 20@2@m under 1 year in 2001 by adding
higher yielding, highly liquid agency mortgage-badlsecurities and other triple A rated securifid® increase in venture capital fund
investments of $8.1 million between 2001 and 2082 primarily due to additional investments madebymanaged fund, SVB Strategic
Investors, L.P. during the year. The change irctiraposition of investments was the result of curieterest rate conditions.

37

Investment securities totaled $1.8 billarDecember 31, 2001, a decrease of $274.4 miltiot3.0%, from the December 31, 2000
balance of $2.1 billion. This decrease resultechfeodecline in investable funds as a result ofdirein our deposits during 2001 and
primarily consisted of U.S agency securities. Therdase in collateralized mortgage obligations pvasarily due to maturities and
prepayments. The increase in venture capital fomdstments of $8.2 million between 2000 and 2004 pvanarily due to additional
investments made by our managed fund, SVB Stratagestors, L.P. during the year. The change irctiraposition of investments was the
result of interest rate conditions at that time.

Based on December 31, 2002 market valusitiwe had potential pre-tax warrant gains totai@ million related to 16 companies. We
are restricted from exercising many of these wastais of December 31, 2002, we held 1,818 warrants355 companies, had made
investments in 244 venture capital funds, and higgttdequity investments in 25 companies, many lottv are private. We also had
investments in 20 venture capital funds throughfond of funds, SVB Strategic Investors, L.P. aad kirect equity investments in 24
companies through our venture capital fund, Silig@atiey BancVentures, L.P. We are typically contuadly precluded from taking steps to
secure the current unrealized gains associatedmathy of these equity instruments. Hence, the amafuincome we realize from these equity
instruments in future periods may vary materiatni the current unrealized amount due to fluctuetio the market prices of the underlying
common stock of these companies.

At December 31, 2002, money market mutuatlé were the only investment securities held bghaswere issued by a single party,
excluding securities issued by the U.S. Governmebly U.S. government agencies and corporatiordsdrich exceeded 10.0% of our
stockholders' equity.
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The following table provides the remainoantractual principal maturities and fully taxalelgdivalent yields on investment securities as
of December 31, 2002, except for auction rate séesithat use the next reset date as the mataity. The weightedverage yield is comput
using the amortized cost of available-for-sale s&es, which are reported at fair value. Expeattiaining maturities of callable U.S. agency
securities, mortgage-backed securities, and cofiided mortgage obligations may differ signifidgrftom their contractual maturities because
borrowers may have the right to prepay obligatiith or without penalties. This is most apparentiiartgage backed securities and
collateralized mortgage obligations as contractaturities are typically 15 to 30 years wherebyested average lives of these securities are
between two and five years. Warrant securitiesturercapital fund investments, other private eqintyestments, Federal Reserve Bank stock,
Federal Home Loan Bank stock, and tax credit fumelse included in the table below as maturing afteyears.

December 31, 2002

After One After Five
One Year Year to Years to After
Total or Less Five Years Ten Years Ten Years
Weighted- Weighted- Weighted- Weighted- Weighted-
Carrying Average Carrying Average Carrying Average Carrying Average Carrying Average
Value Yield Value Yield Value Yield Value Yield Value Yield

(Dollars in thousands)

U.S. Treasury

securities $ 20,57¢ 2.05%$ 19,35¢ 1.85%$ 87¢ 5.32%$ 34t 4.8%% — —
U.S. agencies and

corporations



Discount notes ar

bonds 197,54¢ 4.2¢ 10,10: 3.0¢ 177,14* 4.31 10,29 3.82 — —
Mortgage-backed
securities 158,93¢ 5.7¢ — — 4,19¢ 4.3¢ 31,10¢ 6.6z $ 123,63: 5.5%
Asset-backed
securities 38,50¢ 2.21 11,39: 1.4¢€ 17,03¢ 2.3¢ 10,08( 3.01 — —
Collateralized
mortgage
obligations 420,16: 4.34 1,567 3.52 8,37( 3.1¢ 23,51¢ 3.52 386,70t 4.41
Obligations of states
and political
subdivisions 210,51 4.9C 66,02¢ 2.34 78,09 5.91 66,397 6.62 — —
Commercial paper ar
other debt securitie 11,14¢ 2.41 11,14¢ 2.41 — — — — — —
Money market mutug
funds 378,93: 1.34 378,93: 1.34 — — — — — —
Warrant securitie 83¢ — — — — — — — 83¢ —
Venture capital fund
investment: 46,83 — — — — — — — 46,83: —
Other private equity
investment: 23,87¢ — — — — — — — 23,87¢ —

Federal Reserve Bar
stock, Federal Home
Loan Bank stock, ant
tax credit funds 27,82 — — — — — — — 27,82: —

Total $ 1,535,69: 3.67%$ 498,52( 1.5€%% 285,71 4.6(%$ 141,74 5.64%$ 609,70t 4.6%
I S

Callable U.S. agency securities, mortgagekbd securities, and collateralized mortgage abtigs pose risks not associated with fixed
maturity bonds, primarily related to the abilitytbe borrower to call or prepay the debt with otheut penalty. This risk, known as prepayn
risk, may result in these securities having loreshorter average lives than that anticipatetiatitne of purchase. As interest rates decline,
prepayments generally tend to increase, causingwbge expected remaining maturity to shortemv€sely, as interest rates rise,
prepayments tend to decrease causing the averpgete® remaining maturity to extend.

39

Loans

The following table details the compositimfithe loan portfolio, net of unearned income,dach of the past five years:

December 31

2002 2001 2000 1999 1998

(Dollars in thousands)

Commercial $ 1,756,18. $ 1,536,84! $ 1,531,460 $ 1,414,72¢ $ 1,429,98!
Real estate constructic 43,17¢ 52,08¢ 62,25: 76,20¢ 74,02
Real estate terr 56,19( 50,93¢ 38,38( 67,73¢ 60,84
Consumer and othi 230,53( 127,17( 84,44¢ 64,33( 47,077
Total loans $ 2,086,080 $ 1,767,031 $ 1,716,54 $ 1,623,000 $ 1,611,92.

Average loans increased $105.3 million6.de6, in 2002 as compared to 2001, resulting iEh4 million favorable volume variance.
We expect to continue to increase the number eftlending relationships in most of our technolddg sciences, and premium winery
industry sectors.

The following table sets forth the rema@nontractual maturity distribution of our grosams at December 31, 2002 for fixed and vari
rate loans:

December 31, 2002

After One Year
One Year and Through After
or Less Five Years Five Years Total

(Dollars in thousands)

Fixed rate loans



Commercial $ 45.66: $ 322,06¢ $ 38,86¢ $ 406,59¢

Real estate constructic — — 2,21¢ 2,21¢
Real estate terr — 28,89« 82 28,97¢
Consumer and otht 507 3,05( — 3,551
Total fixec-rate loans $ 46,177 $ 354,01 $ 41,166 $ 441,35(

| | | |
Variable-rate loans

Commercial $ 831,07: $ 409,93 $ 119,72: $ 1,360,73I
Real estate constructic 8,09¢ 15,287 17,98: 41,36¢
Real estate terr 5,40¢ 16,30¢ 5,65: 27,36:
Consumer and otht 63,42¢ 97,64: 65,98( 227,04
Total variabl-rate loans $ 908,00: $ 539,16¢ $ 209,33t $ 1,656,50

Upon maturity, loans satisfying our cregiiality standards may be eligible for renewal. Stgstewals are subject to the normal
underwriting and credit administration practicesaasated with new loans. We do not grant loans witbonditional extension terms.

A substantial percentage of our loans areroercial in nature, and such loans are generallgento emerging growth or middle-market
companies in a variety of industries. As of Decen8ie 2002, our software tools and applicationsigtty subsector represented 16.2% of total
gross loans, premium wineries industry sector sgreed 13.2% of total gross loans, venture caipitistry subsector represented 11.8% of
total gross loans, and private banking industryssator represented 10.3% of total gross loans.tNer andustry sector represented more than
10.0% of total gross loans at December 31, 2002.

Loan Administratior

Authority over our loan policies residegshwour board of directors. This authority is mardageough the approval and periodic review of
our loan policies. The board of directors delegatehority to the directors' loan committee to suie our loan underwriting, approval, and
monitoring
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activities. The directors' loan committee considteutside board of director members and our oefcutive officer, who serves as an
alternate.

Subject to the oversight of the directtwbah committee, lending authority is delegatechs¢hief credit officer and our internal loan
committee, which consists of the chief executivicef, chief credit officer, chief banking officezhief strategy officer, and other senior
members of our lending management. Requests foramehexisting credits that meet certain size ardkowriting criteria may be approved
outside of our internal loan committee by desigdatenior lenders or jointly with a senior credificr.

Credit Quality and the Allowance for Loan Losses

For a description of the accounting poBaielated to the allowance for loan losses, sean'll. Management's Discussion and Analysis of
Financial Condition and Results of Operations—¢€aitiAccounting Policies" and "ltem 8. Consolidakédancial Statements and
Supplementary Data—Note 1 to the Consolidated FiaaStatements—Significant Accounting Policies—hsa-Allowance for Loan
Losses."

The following table presents an analysithefallowance for loan losses for the past fivarge

December 31,

2002 2001 2000 1999 1998

(Dollars in thousands)

Balance at January $ 72,37 $ 73,80C $ 71,80 $ 46,000 $ 37,70(
Charge-offs:
Commercial (27,408 (37,672 (63,177 (34,319 (31,129
Real estat: — (690) — — —

Consumer and other (524) (424 (203) (19¢) —




Total charg-offs (27,932 (38,785 (63,380 (34,509 (31,129

Recoveries
Commercial 22,17" 20,40¢ 10,507 7,84¢ 1,891
Real estate — 20¢ 47 34 36¢€
Consumer and other — 19 224 18 1
Total recoverie! 22,17" 20,63¢ 10,77¢ 7,901 2,26/
Net charg-offs (5,757 (18,149 (52,60:) (26,607 (28,859
Provision for loan losse 3,88¢ 16,72¢ 54,60: 52,407 37,15¢
Balance at December 2 $ 70,50 $ 72,37 % 73,80 $ 71,80 $ 46,00(
| | | | |
Net charg-offs to average total loat 0.2% 1.1% 3.2% 1.7% 2.2%

The following table displays the allocatioithe allowance for loan losses among specifiss#s of loans.

December 31

2002 2001 2000 1999 1998
Percent
Percent Percent Percent Percent of
of Total of Total of Total of Total Total
Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans

(Dollars in thousands)

Commercia $ 58,70: 83.6%% 65,97: 92.2%%$ 54,30( 92.7%%$ 49,08t 95.5%%$ 28,41 95.8%
Real estate ter 6,87¢ 9.8 2,52¢ 3.5 80€ 1.4 79E 1.5 43¢ 1.4
Real estate constructic 1,01¢ 1.4 1,062 1.5 1,141 1.9 792 1.5 374 1.3
Consumer and otht 3,47¢ 5.0 1,95¢ 2.7 2,35( 4.0 757 1.5 434 1.5
Unallocatec 42¢ N/A 854 N/A 15,20 N/A 19,471 N/A 16,337 N/A
Total $ 70,50( 100.(%$ 72,37" 100.(%$ 73,80( 100.(%$ 71,80( 100.(%$ 46,00C  100.(%
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The allowance for loan losses totaled $7@ilBon at December 31, 2002, a decrease of $1ll&om or 2.6%, as compared to $72.4
million at December 31, 2001. This decrease wagaduwet charge-offs of $5.8 million, a decline 42 million from the prior year offset by
additional provisions to the allowance for loanskes of $3.9 million. Our loan recoveries in 200@n@rrily related to entertainment niche loans,
which were charged-off in 2000. The 2002 net charfj@amount was composed of $27.9 million in grobargeeffs and $22.2 million in gros
recoveries.

The 2001 gross charge-offs included oner&itment credit totaling $3.8 million. Of thedab®001 gross charge-offs, $4.9 million were
classified as nonperforming loans at the end 00200e 2001 gross recoveries included three crealits from our technology industry sector
and two from our discontinued entertainment andtheare niches, totaling $12.0 million.

The unallocated component of the allowdncdoan losses at December 31, 2001 decrease8 $iilion from 2000. The decrease in the
unallocated allowance between 2000 and 2001, patigireflects our management's decision to proeid@dditional allocation of the
allowance for loan losses for our early-stage pevthan portfolio. No such specific allocation egid at December 31, 2000. Early-stage
product loans represent approximately 20% of otal toan portfolio and are defined by us as loaasleto nonpublic, emerging growth,
technology and life science companies that haveeioattained profitability. We determined thateatditional allocation of the allowance for
loan losses was necessary as our estdge product loan portfolio experienced highentharmal annualized gross loan losses that ramged
approximately 7% to 10% during each of the lastehfiscal quarters of 2001. Therefore, our manageemstablished an additional allocatior
specifically address potential loan losses frora giartfolio.

The 2000 gross charge-offs included threergainment credits totaling $23.1 million and te@nmercial credits totaling $12 million in
our healthcare services industry sector. Of thed 8200 gross charge-offs, $13.4 million were dfabas nonperforming loans at the end of
1999.
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Nonperforming Asse

Nonperforming assets consist of loans @hatpast due 90 days or more that are still acgriniterest, loans on nonaccrual status, other
estate owned (OREOQ), and other foreclosed assetstable below sets forth certain data and ratd&den nonperforming loans,
nonperforming assets, and the allowance for loasds. During 2002, 2001 and 2000, our nonaccraakloepresented all impaired loans. We
measure all loans placed on nonaccrual statusnpairment based on the fair value of the underlgiolpteral or the net present value of the
expected cash flows in accordance with StatemeRinancial Accounting Standard (SFAS) No. 114, "duating by Creditors for Impairment
of a Loan."

December 31,

2002 2001 2000 1999 1998

(Dollars in thousands)

Nonperforming asset

Loans past due 90 days or m $ — $ 1,00C $ 98 3 911 $ 441
Nonaccrual loan 20,41 17,30% 18,28 27,55: 19,44
Total nonperforming loar 20,41 18,30" 18,38t 28,46: 19,88t
OREO and other foreclosed ass — — 1,80(C
Total nonperforming asse $ 20,41 $ 18,307 $ 18,38 $ 28,46: $ 21,68t
.| | | | .|
Nonperforming loans as a percent of total grosad 1.C% 1.C% 1.1% 1.7% 1.2%
Nonperforming assets as a percent of total a 0.5% 0.4% 0.2% 0.€% 0.€%
Allowance for loan losse $ 70,50C $ 72,378 $ 73,80C $ 71,80C $ 46,00(
As a percent of total gross loa 3.4% 4.1% 4.3% 4.4% 2.8%
As a percent of nonaccrual lo 345.% 418.% 403.6% 260.6% 236.6%
As a percent of nonperforming loa 345.2% 395.% 401.% 252.2% 231.2%

Nonaccrual Loan:

The detailed composition of nonaccrual @npresented in the following table.

December 31,

2002 2001

(Dollars in thousands)

Commercial $ 14,68¢ $ 16,96;
Real estat 5,72 34C
Total nonaccrual loar $ 20,41 $ 17,307

Nonperforming Loan

Nonperforming loans totaled $20.4 millicrDeecember 31, 2002, an increase of $2.1 milliorl105%, from the $18.3 million total at
December 31, 2001. Of the total nonperforming logngear-end 2001, $8.4 million were charged dif6$million remained on nonperforming
status, $8.0 million were repaid during 2002, a@ic$vere upgraded to performing status. AdditigndlL5.8 million in loans were placed on
nonperforming status during 2002 and were stilksified as nonperforming loans at the end of 2002.

Nonperforming loans totaled $18.3 millicrDeecember 31, 2001, a decrease of $0.1 millio®,4%, from the $18.4 million total at
December 31, 2000. Of the total nonperforming lcgingear-end 2000, $4.9 million were charged dg83million remained on nonperforming
status, and $10.7 million were repaid during 20%dditionally, $15.5 million in loans were placed nanperforming status during 2001 and
were still classified as nonperforming loans atehd of 2001.
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Nonperforming loans totaled $18.4 millicrDeecember 31, 2000, a decrease of $10.1 millioB504%, from the $28.5 million total at
December 31, 1999. Of the total nonperforming logingear-end 1999, $13.4 million were charged$ff1 million remained on
nonperforming status and $14.0 million were reghidng 2000. Additionally, $17.3 million in loansene placed on nonperforming status
during 2000 and still classified as nonperformiognis at the end of 2000.

In addition to the loans disclosed in tbeefoing analysis as of January 31, 2003, we tdemified three loans with principal amounts
aggregating approximately $11.8 million, that, ba basis of information known to us, were judgetidee a higher than normal risk of
becoming nonperforming. We are not aware of angrotans where known information about possiblélenms of the borrower cast serious
doubts about the ability of the borrower to compith the loan repayment terms.

We held no OREO or other foreclosed asstellecember 31, 2002, 2001, 2000, and 1999. ORKither foreclosed assets totaled a
combined $1.8 million at December 31, 1998. The ORIEd other foreclosed assets balance at Decerib&38 consisted of one OREO
property and one other asset that was acquiredghréoreclosure. Both of these were sold duringdl9%he OREO property consisted of
multiple undeveloped lots and was acquired by igr po June 1993. The one other asset acquireddiréoreclosure, which totaled $1.1
million at December 31, 1998, consisted of a falslrdeasehold right under a master lease that eyeilsazl upon foreclosure of a loan
during 1997.

Deposits

Our deposits are largely obtained fromntBewithin our technology, life sciences, and pramiwinery industry sectors, and, to a lesser
extent, from individuals served by our private biaglkdivision. We do not obtain deposits from coni@mal retail sources and have no
brokered deposits. The following table presentsctiraposition of our deposits for the last five year

December 31

2002 2001 2000 1999 1998

(Dollars in thousands)

Noninteres-bearing deman $ 1,892,12! $ 1,737,66. $ 2,448,751 $ 1,928,100 $ 921,79(
NOW 21,53 25,401 57,85 43,64: 19,97¢
Regular money marki 285,64( 264,85¢ 354,93¢ 363,92 350,11(
Bonus money mark¢ 647,61! 630,09: 1,164,622 1,481,45 1,835,24!
Time 589,21¢ 722,96+ 836,08 292,28! 142,62¢
Total deposit: $ 3,436,12° $ 3,380,97 % 4,862,25' $ 4,109,400 $ 3,269,75.

Total deposits were $3.4 billion at Decenmtie 2002, an increase of $55.2 million, or 1.68m the prior year-end total of $3.4 billion.
Although our total period end client deposit bakscemained fairly consistent between 2002 and,208Experienced a shift in the
composition of deposit balances. Our nonintereatihg demand deposits increased $154.5 millio®.@%6, and money market deposits
increased $38.3 million or 4.3%. These increases Vaggely offset by a decrease in time depositsl&3.7 million, or 18.5% from the prior
yearend.

Total deposits were $3.4 billion at Decembie 2001, a decrease of $1.5 billion, or 30.5%mfthe prior year-end total of $4.9 billion. A
substantial portion of the decrease in depositsi 001 was concentrated in our noninterest-bgatemand deposits, which decreased
$711.1 million, or 29.0%, and bonus money markgodés, which decreased $534.5 million or 45.9%infthe prior year-end. This decrease
was explained by a slowdown in our clients' capitatkets and venture capital funding that redueecctents' liquidity levels at
December 31, 2001.
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The aggregate amount of time deposit adsandividually exceeding $100,000 totaled $530iBion at December 31, 2002 and $653.5
million at December 31, 2001. At December 31, 2@Gdstantially all time deposit accounts excee@ih@0,000 were scheduled to mature
within one year. No material portion of our depssitis been obtained from a single depositor anlbgiseof any one depositor would not
materially affect our business.

Contractual Obligations and Commercial Commitments

As of December 31, 2002, we had the follaytontractual obligations and commercial commitisie



Payments Due By Period

Less than 1-3 4-5 After 5
Contractual obligations Total 1year years years years

(Dollars in thousands)

Borrowings(1) $ 26,52: $ 9,127 $ 17,39: — —

Operating leases(. 35,32¢ 11,56¢ 17,712 $ 507C $ 97¢

Trust preferred securitie 39,47: — — — 39,47:

Remaining unfunded commitments to wh-owned

venture capital funds(: 18,48« 18,48« — — —

Remaining unfunded commitments to venture ca

funds by SVB Strategic Investors Fund, L.P 76,87 76,87 — — —

Remaining unfunded commitments to SVB Strate

Investors Fund, L.P.(3)(¢ 11,10( 11,10( — — —

Remaining unfunded commitments to Silicon Val

BancVentures, L.P.(3)( 4,02( 4,02 — — —

Other commercial commitments Amount of Commitment Expiring Per Period

Commitments to extend credit( $ 2,500,28° $ 2,091,72. $ 364,82t $ 31,99: $ 11,74:

Standby letters of credit(t 566,60° 508,74 50,85¢ 3,39¢ 3,61«

Foreign exchange letters of credit 16,30: 16,30! — — —

Commercial letters of credit(t 1,917 1,91% — — —

@ Eee "Item 8. Consolidated Financial StatementsSaqplementary Data—Notes to Consolidated Finari&tatements—Footnote 11. Borrowings" for furthechtisure related to
orrowings.

@ See "ltem 8. Consolidated Financial StatementsSumplementary Data—Notes to Consolidated Finargtatiements—Footnote 8. Premises and EquipmentUffiiver disclosure

related to premises and equipment.

@) See "ltem 8. Consolidated Financial StatementsSamplementary Data—Notes to Consolidated Finargtatiements—Footnote 6. Investment Securities"uidhér disclosure
related to investment securities. In the merchanking business, we make commitments to venturigatdpnd investments. Commitments to invest insthéunds are generally
made up to a ten-year period from the inceptiothefventure capital fund. The timing of future castuirements to fund such commitments is genedapendent upon the
venture capital investment cycle, the overall madanditions, and the nature and type of industryhich the privately held companies operate.

() See "ltem 8. Consolidated Financial StatementsSamplementary Data—Notes to Consolidated Finargtatiements—Footnote 6. Investment Securities"uidhér disclosure
related to investment securities. Silicon has coteahicapital of $15.0 million to SVB Strategic Is¢ers Fund, L.P., representing an ownership intefekl.1%. Effective
January 1, 2003, our committed capital that caodied by SVB Strategic Investors Fund, L.P. wakioed to $13.5 million, thereby reducing the rermgrunfunded commitment
to $9.6 million.

(5) See "ltem 8. Consolidated Financial StatementsSaumplementary Data—Notes to Consolidated Finargtetiements—Footnote 6. Investment Securities"uidhér disclosure

related to investment securities. Silicon madeptabcommitment of $6.0 million to our venture @apfund, Silicon Valley BancVentures, L.P. in whiwe have an ownership
interest of 10.7%.

(6) See "ltem 8. Consolidated Financial StatementsSumplementary Data—Notes to Consolidated Finargteiements—Footnote 20. Financial Instruments @ffhBalance Sheet
Risk" for further disclosure related to financiasiruments with off-balance sheet risk.
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Quantitative and Qualitative Disclosures about Marlet Risk
Interest Rate Risk Managemt

A key objective of asset/liability managerhis to manage interest rate risk associated efiinging asset and liability cash flows and
market interest rate movements. Interest rateagskirs when interest rate sensitive assets anititiesbdo not re-price simultaneously both in
timing and volume. Our asset/liability committeeL(O) provides oversight to our interest rate risknagement process and recommends
policy guidelines regarding exposure to interesgdor approval by our Board of Directors. Adheeito these policies is monitored on an
ongoing basis, and decisions related to the manageof interest rate exposure are made when agptepr

We manage interest rate risk principallptiyh strategies involving our investment secwgipiertfolio. Our policies permit the use of off-
balance-sheet derivative instruments in managitegest rate risk.

Our monitoring activities related to mamaginterest rate risk include both interest ratesgvity gap analysis and the use of a simulation
model. While traditional gap analysis providesrape picture of the interest rate risk embeddeithénbalance sheet, it provides only a static
view of interest rate sensitivity at a specificitdn time and does not measure the potential Mityah forecasted results relating to changes in
market interest rates over time. Accordingly, wenbe the use of gap analysis with use of a sinaahodel that provides a dynamic
assessment of interest rate sensitiy



Interest Rate Sensitivity Analy:

The interest rate sensitivity gap is dedias the difference between the amount of intexasting assets and interest sensitive liabilities
that are anticipated to re-price within a spedifite period. A gap is considered positive whenahmunt of interest rate sensitive assets
exceeds the amount of interest sensitive liabdlitepricing within that same time period. Positive cuative gaps in early time periods sugc¢
that earnings will increase when interest rates fiegative cumulative gaps suggest that earniilggierease when interest rates fall. The gap
analysis as of December 31, 2002 indicates thatuhmulative one-year gap as a percentage of iteegring assets was a positive 27%.
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The following table illustrates our intetreste sensitivity gap positions at December 30220

Interest Rate Sensitivity Analysis as of Decemberl3 2002

Assets and liabilities which mature or reprice

After After After After
1 Day 1 Month 3 Months 6 Months 1 Year
to to to to to After Not
Immediately 1 Month 3 Months 6 Months 1 Year 5 Years 5 Years Stated Total

(Dollars in thousands)

Interest-Earning Assets:

Cash and due from ban $ 239,92 $ 239,92
Federal funds sold and

securities purchased und¢

agreement to resell(: — 202,66: — — — — — — 202,66:

Investment securitie!
U.S. Treasury and
agencies obligations(: — 2,99¢ — — $ 26,45¢ $ 178,02: $ 10,64: — 218,12:
Collateralized mortgag
obligations and
mortgage-backed

securities(2 — 10,23¢ $ 18,81¢ $ 24,49; 39,82: 416,02 69,69« — 579,09

Obligations of states

and political

subdivisions — 55,00( 2,57¢ 2,251 6,20¢ 78,09: 66,391 — 210,51

Commercial paper anc

other debt securitie — 49,65¢ — — — — — — 49,65¢

Money market mutual

funds — 378,93: — — — — — — 378,93:

Other equity securities

3) — — — — — — — 3 9,56¢ 9,56¢
Total investment securitie — 496,82 21,38¢ 26,74¢ 72,488 672,14« 146,73: 9,56¢ 1,445,89
Loans(4)(5) $ 1,594,68: 32,94 47,87¢ 58,97¢ 103,28: 221,00: 20,67¢ 6,63¢ 2,086,08!
Total interes-earning asse $ 1,594,68: $ 972,35¢ $ 69,26f $ 85,72t $ 175,76¢ $ 893,14 $ 167,41 $ 16,200 $ 3,974,56!

I . I . . . . . ——
Funding Sources:

Demand deposit — $ 83,97. $ 156,92° $ 210,22¢ $ 343,56° $ 973,24 $ 124,19: — $ 1,892,12

Money market and

NOW deposits — 48,20¢ 89,01¢ 116,92: 184,72: 463,07! 52,84« — 954,78t

Time depositt — 445,31: 47,40t 50,18( 45,87 44¢ — — 589,21t

Total interest-bearing

deposits — 577,48t 293,34 377,33. 574,16( 1,436,76! 177,03 — 3,436,12'
Shor-term borrowings — — — 9,127 — — — 9,127
Long-term debt — — — — 17,397 — — 17,397
Trust preferred securitie — — — — — 39,47: — 39,47
Portion of noninterest-
bearing funding source — — — — — — % 472,43° 472,43
Total funding source $ — $ 577,48t $ 293,34 $ 377,33. $ 583,28" $ 1,454,16. $ 216,50° $ 472,43 $ 3,974,56!

¥ ______§F _______§F __§F ___§F ___§F __§F§ §F ]
Off-Balance Sheet Items:

Interest Rate Swa — — (40,000 40,00( — — — — —

Gap $ 1,594,68 $ 394,87: $ (264,08) $ (251,600 $ (407,519 $ (561,019 $ (49,090 $  (456,23) —
Cumulative Gay $ 1,594,68: $  1,989,55 $ 1,72547; $ 1,473,861 $ 1,066,34" $ 505,33: $ 456,23 —




(l) INcCluaes Intere-pearing aeposlIts In otner rinancial Instututuonsporas or vecemper s1, Zut

@ Principal cash flows are based on estimated prahgipyments as of December 31, 2002.

@) Not stated column consists of investments in Féd@eaerve and Federal Home Loan Bank stock as oémber 31, 2002.

@) Not stated column consists of nonaccrual loan26f4million offset by unearned income of $11.8limil as of December 31, 2002.

() Maturity/repricing columns for fixed rate loans &@sed upon the amount and timing of related gralg@ayments as of December 31, 2002.
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Market Value of Portfolio Equity (MVPE

One application of the aforementioned satioh model involves measurement of the impact afket interest rate changes on the net
present value of estimated cash flows from ourtaskabilities, and off-balance-sheet items, defims our market value of portfolio equity
(MVPE). This analysis assesses the changes in maakees of interest-rate-sensitive financial instents that would occur in response to an
instantaneous and sustained increase or decreas et interest rates of 100 and 200 basis paimtisthe resulting effect on our MVPE.
Policy guidelines establish maximum variances inMVYPE of 20.0% and 30.0% in the event of an instaaous and sustained increase or
decrease in market interest rates of 100 and 2618 paints, respectively.

The following table presents our MVPE expesat December 31, 2002 and December 31, 20@tedeio an instantaneous and sustained
increase or decrease in market interest rates@&mh@ 200 basis points, respectively.

Estimated Increase/
(Decrease) in MVPE

Change in Interest Estimated
Rates (Basis Points) MVPE Amount Percent

(Dollars in thousands)

December 31, 200:

+200 $ 746,45¢ $ 12,86¢ 1.8%
+100 739,63¢ 6,03¢ 0.8

- 733,59! — —
-100 722,11: (11,487 (1.6
-200 707,97¢ (25,619 (3.5)

December 31, 200:

+200 $ 805,97. $ 9,84¢ 1.2%
+100 800,73« 4,60¢ 0.€

- 796,12¢ — —
-100 789,68 (6,437) (0.8
-200 779,26: (16,867) (2.7

The preceding table indicates that at Dée¥81, 2002, in the event of an instantaneoussasthined increase or decrease in market
interest rates, our MVPE would be expected to retpedy increase or decrease accordingly.

The market value calculations supportirgyrigsults in the preceding table are based onrtdeept value of estimated cash flows using
market interest rates provided by independent ifdkalers and other publicly available sourcesweateem reliable. These calculations do
not contemplate any changes that we could makedce our MVPE exposure in response to a changeiket interest rates.

As with any method of measuring intereg résk, certain shortcomings are inherent in ttethod of analysis presented in the preceding
table. For example, although certain of our assedsliabilities may have similar maturity or reqging profiles, they may react to changes in
market interest rates with different magnitudesoilctual prepayment rates on loans and invessngentd vary substantially from the
assumptions utilized in the model in deriving theults as presented in the preceding table. Fudhgrange in the shape of the forward yield
curve could result in different MVPE estimationarfr those presented herein. Accordingly, the resultise preceding table should not be
relied upon as indicative of actual results inglient of changing market interest rates. Additiynahe resulting MVPE estimates are not
intended to represent, and should not be construegbresent the underlying value.

The simulation model also gives us theitgtlib simulate our net interest income using aernest rate forecast (simple simulation). In
order to measure the sensitivity of our forecasietinterest income to changing interest rategzing the simple simulation methodology, b
a rising and falling interest rate scenario weigquted and compared to a base market interesforseast
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derived from the forward yield curve. For the rgsisnd falling interest rate scenarios, the bas&ehamterest rate forecast was increased or
decreased, as applicable, by 200 basis points egaal increments over a one-year period.

In addition to the 200 basis point rampnse® mentioned above we run net interest incontkerg income simulations in an interest rate
environment whereby we shock the base rate immedgibbth up and down 100 basis points. The comizinatf the ramp and shock scenarios
provides us with additional information with respexour sensitivity to interest rates and the iotmm our net income under varied interest
scenarios.

Our policy guidelines provide that the diffnce between a base market interest rate foremasrio over the succeeding one-year period
compared with the aforementioned rising and fallimgrest rate scenarios over the same time pshodld not result in net interest income
sensitivity exceeding 20.0%. Simulations as of Delzer 31, 2002 indicated that we were well withiest policy guidelines.

Interest rate risk is the most significargrket risk impacting us. Other types of market afecting us in the normal course of our
business activities include foreign currency exgfearsk, equity price risk, and basis risk. The atipresulting from these market risks is not
considered significant and no separate quantitatiicemation concerning market rate and price expess presented herein.

Our MVPE exposure at December 31, 200Zesed slightly from December 31, 2001 primarily thuehanges in the investment portfi
while staying well within our policy guidelines. addition, our net interest income at risk remaied within policy limits. These estimates are
highly assumption-dependent and will change refjuls the company's asset-liability structure clesrand as different interest rate
environments evolve. We expect to continue to attimanage our interest rate risk utilizing on affebalance sheet strategies as appropriate.

Liquidity

Another important objective of asset/liadpimanagement is to manage liquidity. The objexti¥ liquidity management is to ensure that
funds are available in a timely manner to meet ldamand, to meet depositors' needs, and to sesthee liabilities as they become due
without causing an undue amount of cost or riskwitkdout causing a disruption to normal operatingditions.

We regularly assess the amount and likelihaf projected funding requirements through aeevdf factors such as historical deposit
volatility and funding patterns, present and fosted market and economic conditions, individuardifunding needs, and existing and plat
business activities. Our ALCO provides oversighth® liquidity management process and recommenlitsymuidelines, subject, to Board of
Directors' approval, and courses of action to asikloair actual and projected liquidity needs.

The ability to attract a stable, low-coase of deposits is our primary source of liquiditie continue to expand on opportunities to
increase our liquidity. In the third quarter of 20@ve became a member of the Federal Home Loan 8aB&n Francisco adding to our
liquidity channels. Other sources of liquidity daaie to us include federal funds purchased, revepurchase agreements, and other short-
term borrowing arrangements. Our liquidity requiegnts can also be met through the use of our partéblliquid assets. Our definition of
liquid assets includes cash and cash equivalertsdess of the minimum levels necessary to cartyiormal business operations, federal fu
sold, securities purchased under resale agreeniigvegstment securities maturing within six monihggstment securities eligible and availe
for financing or pledging purposes with a matuiityexcess of six months, and anticipated near-tarsh flows from investments.

Our policy guidelines provide that liquigsats as a percentage of total deposits shouli@dlhbelow 20.0%. At December 31, 2002, our
ratio of liquid assets to total deposits was 43.A%hough this ratio is lower than the comparalata of 48.3% as of December 31, 2001, it is
well in excess of our minimum policy guidelines.dddition to monitoring the level of liquid assedative to total
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deposits, we also utilize other policy measuresunliquidity management activities. As of DecemBg&r 2002 and 2001, we were in
compliance with all of these policy measures.

In analyzing our liquidity during 2002, eeénce is made to our consolidated statement bfftass for the year ended December 31,
2002, see "Item 8. Consolidated Financial Statesn@ntl Supplementary Data.” The statement of caslsfincludes separate categories for
operating, investing, and financing activities. @timg activities included net income of $53.4 ioill for 2002, which was adjusted for certain
non-cash items including the provision for loan losskreciation, deferred tax assets, and an assarthether miscellaneous items resuli
in cash generated from operations. Investing diEs/consisted of transactions in investment stéeaniesulting in a net cash inflow of
$296.2 million and the net change in total loangcWiesulted in a net cash outflow of $346.8 millia 2002. The net cash outflow from
securities transactions were the net result ofdtrent securities maturities and sales, offsetlghmses of securities. The net cash outflow
related to loans relates to loan originations dffgeprincipal collections. Financing activitiedlexted cash outflows of $109.4 million resulti
from the repurchase of common stock, and net caftows of $40.4 million from decreases in shorAteborrowings and long-term debt.
Additionally, our total deposits increased by $5®i#lion during 2002, and we received net cash peals received from issuance of common
stock totaling $9.8 million under the provisionsoofr employee benefit plans. In total, the trarisastnoted above resulted in a net cash in



of $2.1 million for 2002 and total cash and cashiegjents, as defined in our consolidated stateroeoash flows, of $442.6 million at
December 31, 2002.

On a stand-alone basis, Silicon is depetnaienlividends from Silicon Valley Bank as its pang source of liquidity. The ability of Silicon
Valley Bank to pay dividends is subject to certagulations, see "Item 1. Business—SupervisionRegulation—Restriction on Dividends."

Capital Resources

Our management seeks to maintain adeqagttatto support anticipated asset growth anditristts, and to ensure that Silicon and
Silicon Valley Bank are in compliance with all régtory capital guidelines. Our primary sources efvrcapital include the issuance of trust-
preferred securities and common stock, as wektdmed earnings.

We repurchased 3.3 million shares of comstonk, at an average price of $18.21 per share fotal purchase price of $59.7 million
during 2002, in conjunction with the $100.0 millishare repurchase program authorized by the Bddditectors on September 16, 2002.

In November 2002, we entered into an acatdd stock repurchase (ASR) agreement to faeilita repurchase of our shares of common
stock. Pursuant to the agreement, we purchasedxpyately 2.3 million shares from the counterpddyapproximately $40.0 million. The
agreement has a fiyeear term. During the term of the agreement, westeavobligation to sell shares to the counterpagtyal to the number
shares we purchased from them at the outset @fgleement. We may fulfill this obligation either byying shares in the open market and
selling those shares to the counterparty at foryaiks specified in the agreement or by issuing sigares and remitting them to the
counterparty in exchange for the forward price. Tdrevard price is based on a formula that begirth Wie price of the initial purchase and is
adjusted for fees and commissions and the lengtimeffrom the initial purchase to when sharessatd or delivered to the counterparty. We
have complete discretion as to the timing and arsoofshares that we sell to the counterparty stlbjea cumulative minimum of 20% by the
end of each year of the agreement. Thus, we atgreehto sell to the counterparty 20% of the shardhe ASR by the first anniversary date,
40% by the second anniversary date, and so on.

We accounted for the initial payment unither ASR as a purchase of treasury stock, and weegulently retired those shares. The
obligation under the forward contract is not reeatéh our financial statements, but rather treated contingent obligation. Under the
agreement, the number of shares to be issued lifjwes were required to pay the counterparty ardteld to net settle in shares, is capped at
approximately 6.7 million. As of the end of 2002 wad purchased in the open
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market and sold to the counterparty approximatedyniillion shares leaving less than 700,000 shaesining under the forward contract
obligation.

Based on our stock price at the end ofahbeth quarter of 2002, we would pay approximat&®p6,000 in cash to the counterparty to s
the ASR contract in existence at December 31, 2d0%ever, for every one dollar of change in therage price of our common stock during
the valuation period, the settlement amount woblahge by about $700,000. Subsequent to the e gfeiar, but prior to filing this report,
completed all obligations under the ASR.

Additionally, during 2002, prior to the ASRreement, we also repurchased 2.3 million staresmmon stock, at an average price of
$21.83 per share, for a total purchase price ofZB0llion in conjunction with the $50.0 million ates repurchase program authorized by the
Board of Directors on March 21, 2002.

Subsequent to the end of 2002, we entertecanother ASR agreement for 1.7 million share$f9.9 million. The terms of this second
ASR arrangement are substantially the same as thake first agreement described above.

During 2002, we implemented a real estatestment trust (REIT) to serve as a future-fundielicle. We expect to be able to raise
capital through the REIT at a lower cost of funtasnt funds raised directly through Silicon ValleynRaAdditionally, we expect to obtain a tax
benefit from the REIT structure for several quaster

During 2001, we repurchased 4.5 millionrskaf common stock, at an average price of $22e2&hare, for a total purchase price of
$99.9 million in conjunction with the share repuash program authorized by the Board of Directordpril 5, 2001.

In December 1999, we issued 2.8 millionreb®f common stock at $21.00 per share. In Jar2@09, we issued an additional 0.4 million
shares at $21.00 per share in relation to the eseeof an over-allotment option by the underwritersthat offering. Proceeds from the sale of
these securities in December 1999 and January 2@8led $63.3 million, net of underwriting commisss and other offering expenses. In
August 2000, we issued an additional 2.3 millioarsls of common stock at $42.19 per share. We redgiroceeds of $91.0 million related to
the sale of these securities, net of underwritimgmissions and other offering expenses.

Stockholders' equity totaled $590.4 millairDecember 31, 2002, a decrease of $37.2 miltinB,9%, from the $627.5 million balance



December 31, 2001. This decrease in 2002, as cethpar2001, was primarily due to the repurchase ®illion shares of common stock for
an aggregate purchase price of $109.4 million, taultiglly offset by net income of $53.4 million astbck issuances under employee stock
purchase and option programs. We have not paidladiaidend on our common stock since 1992, andaveot have any material
commitments for capital expenditures as of Decer8the2002.

Funds generated through retained earnirega aignificant source of capital and liquiditydeare expected to continue to be so in the
future. Our management engages in a periodic dggétaning process in an effort to make effectige of the capital available to us. The
capital plan considers capital needs for the faalske future and allocates capital to both existinginess activities and expected future
business activities. Expected future activitiesvithich capital is set aside include potential pidixpansions and acquisitions of new business
lines. Once capital is allocated to both existing future business needs, management determiaag #xcess capital is available. If there is,
management recommends to the Board of Directorsrasteps to use the excess capital. In 2002, exagstal was used to repurchase shares.
In the future, excess capital may be used to coatiepurchases or pay dividends. As of Decembe2(®12, there are no plans for payment of
dividends or repurchases in excess of those alrdizdiosed above.

We received an initial credit rating durid@02. Silicon's credit rating by Moody's InvesBarvice ("Moody's") at December 31, 2002 was
"Baal" for issuer rating. According to Moody's lisss rated "Baal" offer adequate financial secuHtwever, certain protective elements r
be lacking or may
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be unreliable over any great period of time. Siiatalley Bank's credit rating by Moody's at DecemBg, 2002 was "A3" for issuer rating,
"A3" for long-term deposits, "P-2" for short-terregbsits, and "C" for financial strength. Moody'sibaeposit ratings are opinions of a bank's
ability to repay punctually its foreign and/or dastie currency deposit obligations. According to Mg an "A" rating for deposits represents
good credit quality, however, elements may be priethat suggest a susceptibility to impairment dierlong-term. Banks rated "P-2" by
Moody's, for short-term deposits offer strong cregiality and a strong capacity for timely paymehshort-term deposit obligations. Financial
strength ratings represent Moody's opinion of &isaintrinsic safety and soundness and, as suchydxcertain external credit risks and credit
support elements that are addressed by Moody's depibsit ratings. Banks rated "C" possess adedptaitgsic financial strength and are
typically institutions with more limited but stMaluable business franchises, good financial furetdais, and a predictable and stable oper:
environment.

The table below presents the relationskigvben the following significant financial ratios:

Years Ended December 31,

2002 2001 2000

Return on average ass 1.4% 2.(% 3.1%
Divided by

Average equity as a percentage of average & 16.3% 14.% 9.2%
Equals

Return on average equi 8.5% 13.5% 33.%%
Times

Earnings retaine 100.(% 100.(% 100.(%
Equals

Internal capital growtl 8.5% 13.5% 33.%

Both Silicon's and Silicon Valley Bank augbject to capital adequacy guidelines issued éyt#deral Reserve Board. Under these capital
guidelines, the minimum total risk-based capitéibrand Tier 1 risk-based capital ratio requirerseare 10.0% and 6.0%, respectively of risk-
weighted assets and certain off-balance-sheet termeswell-capitalized depository institution.

The Federal Reserve Board has also edteblisinimum capital leverage ratio guidelines tatesmember banks. The ratio is determined
using Tier 1 capital divided by quarterly averaggltassets. The guidelines require a minimum @¥®bfor a well-capitalized depository
institution.

Both Silicon's and Silicon Valley Bank'pial ratios were in excess of regulatory guiddifier a welleapitalized depository institution
of December 31, 2002, 2001, and 2000. See "Ite@oBsolidated Financial Statements and Supplemebatg—Note 23 to the Consolidated
Financial Statements—Regulatory Matters." Capétibs for Silicon Valley Bancshares are set fortoty:

December 31

2002 2001 2000

Total risk-based capital rati 16.(% 17.2% 17.1%



Tier 1 risk-based capital rati 14.&% 15.9% 16.5%
Tier 1 leverage rati 13.9% 14.£% 12.(%

The decrease in our total risk-based chyziteo and the Tier 1 risk-based capital ratiohet end of 2002 from the prior year-end was
primarily attributable to a decrease in Tier 1 tapiThe decrease in all of our regulatory capibs between 2001 and 2002 was primarily
due to the reduction of additional paid in capitahich resulted from our stock repurchase programs.

The decrease in our total risk-based chygitep and the Tier 1 risk-based capital ratiohet end of 2001 from the prior year-end was
primarily attributable to a decrease in Tier 1 tapiThis decrease was due to an adjustment fadwitiaelated to the Alliant purchase
completed on September 28, 2001. The Tier 1 leeeratip improved as of December 31, 2001, as coadpar December 31, 2000, due to a
decrease in quarterly average total assets, negtittm a decline in deposits during 2001.

52

Stock Option Program

Our stock option program is a broad-bakety-term retention program that is intended toaattand retain talented employees and align
stockholder and employee interests. We consideoption program critical to our operations and pretivity. Our 1997 equity incentive plan
and our 1989 and 1983 stock option plans providéhi® granting of incentive and nonstatutory stopkions. These options entitle directors,
employees, and certain other parties to purchamestof our common stock at a price not less ti@@4land 85% of the fair market value of
the common stock on the date the option is grafmethcentive and non-statutory stock options, eespely. Options may vest over various
periods not in excess of five years from the déigrant and expire five to ten years from the ddtgrant. Subsequent to December 31, 2002,
the board of directors of Silicon Valley Bancshaapproved an amendment to the 1997 equity inceptare which provides that the exercise
price of each nonstatutory stock option shall belegs than eighty-five percent (85%) of the Faark&t Value of the stock subject to the
option on the date the option is granted and vellrblieu of cash compensation.

Decisions regarding compensation of ourcetiee officers, including those related to stookl &tock options, are considered by our full
board of directors based upon the recommendatiothsiaalysis performed by the compensation committeéh is currently composed of
members from our board of directors. All memberthef compensation committee are independent dieas defined in the applicable rules
for issuers traded on the Nasdaq Stock Markettli@eeReport Of The Compensation and Benefits Sulbcittee of the Executive Committee
of the Board On Executive Compensation” includedundefinitive proxy statement for the annual riveebf stockholders to be held on
April 17, 2003, for further information concerniogr policies and procedures regarding the useoockstptions.

The following table describes the emplogiad executive option grants.

Year ended
December 31,

2002 2001 2000
Net grants during the period as % of outstandirayes 2.6% 1.5% 2.5%
Grants to listed officers* during the period as f4atal options grante 9.2% 9.5% 3.C%
Grants to listed officers* during the period as #@otstanding share 0.5% 0.2% 0.1%
Cumulative options held by listed officers* as %tatal options outstandir 9.8% 8.5% 7.2%
* See the "Executive Options" section to find ther floighest compensated members of our executive geamant team subject to the requirements of Sedowf the Securities and

Exchange Act of 1934, as of December 31, 2002.

During 2002, 90.7% of the options we grdntent to employees other than the top four officBuring 2002, we granted options to
purchase 2,147,709 shares of our common stockrteroployees, which was a net increase of 1,05%88ves of options outstanding after
deducting 562,982 shares for options exercisedb@A¢B30 shares for options forfeited. The net aystigranted after forfeitures represented
2.6% of our total outstanding shares of 40,578 &98f December 31, 2002.

During 2002, options granted to the fourstiaghly compensated executive officers amourde?i 3% of the grants made to all
employees. Options granted to the top four exeeudfficers as a percentage of total options grattedl employees vary from year to year.
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The following table describes in-the-momey out-of-the-money option information as of Deben31, 2002.



Exercisable Unexercisable Total

Wid. Avg. Wid. Avg. Wid. Avg.
Shares Exercise Price Shares Exercise Price Shares Exercise Price

In-the-Money 1,146,12i $ 10.9¢ 923,18: $ 15.1¢ 2,069,31. $ 12.8:
Out-of-the-Money(1) 1,038,05! 27.9¢ 3,127,26: 27.3¢ 4,165,32! 27.51
Total Options

Outstanding 2,184,18! 19.0¢ 4,050,45: 24.5¢ 6,234,63 22.6:

— — —
1) Out of money options are those options with an@serprice equal to or above the closing priceld.85 at December 31, 2002.

For additional information about our stagkion plan for years 1999 through 2001 and thefpnma earnings presentation as if we had
expensed our stock options grants using the fdirevianethod of accounting, see "ltem 8. Consolid&iedncial Statements and Supplementary
Data—Note 18 to the Consolidated Financial StatesreEmployee Benefit Plans.”

Executive Options

The following table describes the optiorsnged to listed officers during 2002.

Individual Grants

Number of
Securities Percent of
Underlying Total Options Exercise of
Options Granted to Base Price Expiration
Officers Per Grant Employees ($/Share) Date
Kenneth P. Wilcox, President and ClI 50,00( 2.3% 30.8¢ 5/30/1:
30,00( 1.4% 17.07% 11/8/1:
Harry W. Kellogg, Jr., President of Merchant Bank 15,00( 0.7% 31.2¢ 4/17/1z
15,00( 0.7% 17.0% 11/18/1:
Marc J. Verissimo, Chief Strategy Officer 12,50( 0.6% 31.2¢ 4/17/1%
15,00( 0.7% 17.0% 11/8/1:
Lauren Friedman, Chief Financial Offic 40,00( 1.9% 24.57 1/16/1%
12,50( 0.6% 31.2¢ 4/17/1%
10,00( 0.5% 17.0% 11/8/1:

The above table reflects the four higheshjgensated members of our executive management vdaorare deemed to be subject to the
requirements of Section 16 of the Securities anchBrge Act of 1934. These options were grantedupaigo our 1997 Equity Incentive Plan
(the Plan). The Plan provides for administrationhef Plan by our Board of Directors, or by a conteeithereof to which the Board of Direct
has delegated authority to administer the Plan"@eninistrator"). The Administrator designates fersons to be granted options, the type of
option, the number of underlying shares, the egerprice, the date of grant, and the date optiensine exercisable. These options were
granted at 100% of the fair market value of our own stock on the date of grant. The option graass katably over four years and expire ten
years from the date of grant. Should the stockepiliecrease below the exercise price, these ogigrmme worthless. Upon a "Change
Control" of Silicon Valley Bancshares or SiliconIég Bank, the options become fully exercisablee SBermination Agreements” included in
our definitive proxy statement for the annual megtf stockholders to be held on April 17, 2003ffather information concerning our
policies and procedures regarding the use of stptkns.
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The following table describes the optiorsreised during 2002, and the remaining holdingistéd officers as of December 31, 2002.

Number of Securities

Underlying Unexercised Values of Unexercised
Options at End In-the-Money Option
of Quarter Date at End of Quarter Date(1)
Shares
Acquired on Value
Name Exercise Realized Exercisable Unexercisable Exercisable Unexercisable

Kenneth P. Wilco» — — 125,00( 140,00 $ 1,009,521 $ 105,24(



Harry W. Kellogg, Jr — — 98,75( 73,75( 809,52( 87,54(
Marc J. Verissim¢ 36,80 $ 734,42( 42,57¢ 70,62¢ 227,81 64,26(
Lauren Friedmal — — — 62,50( — 11,80(
@ The dollar value of options does not representadcaalizable value to the optionee, but was coegbby multiplying the number of shares by the clggnarket price of our

common stock at December 31, 2002, less the nuoflsrares times the closing market price of ourmom stock on the date grants were approved by oardBof Directors.
Market prices used were those quoted in the Natidssociation of Securities Dealers Automated QtiotéNational Market.
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Risk Factors
Our business is subject to a number okrisicluding those described below.

If a significant number of clients fail to perform under their loans, our business, profitability, andfinancial condition would be
adversely affected.

As a lender, the largest risk we face ésphssibility that a significant number of our olidorrowers will fail to pay their loans when due.
If borrower defaults cause losses in excess ofibawance for loan losses, it could have an advaffget on our business, profitability, and
financial condition. We have established an evaagtrocess designed to determine the adequadyedltowance for loan losses. While this
evaluation process uses historical and other dbgutformation, the classification of loans ané #stablishment of loan losses are dependent
to a great extent on our experience and judgmeatc&inot assure that our allowance for loan losdebe sufficient to absorb future loan
losses or prevent a material adverse effect orbosiness, profitability or financial condition. Séem 7. Management's Discussion and
Analysis of Financial Condition and Results of Ggiems—Critical Accounting Policies—Allowance fooan Losses" for further discussion
on the evaluation process of the adequacy of tbevahce for loan losses.

Because of the credit profile of our loan portfolig our levels of nonperforming assets and chargeffs can be volatile, and we may need
make material provisions for loan losses in any p&d, which could cause reduced net income or netdses in that period.

Our loan portfolio has a credit profilefdifent from that of most other banking companieaniof our loans are made to companies ir
early stages of development with negative cash #ad no established record of profitable operationsome cases, repayment of the loan is
dependent upon receipt of additional equity finagdrom venture capitalists or others. Collatecalrhany of the loans often includes
intellectual property, which is difficult to valwed may not be readily salable in the case of dtefdacause of the intense competition and
rapid technological change that characterizes ¢ingpanies in our technology and life science ingus#ictors, a borrower's financial position
can deteriorate rapidly. We also make loans ttetaager, relative to the revenues of the borrotem those made by traditional small
business lenders, so the impact of any single hanraefault may be more significant to us. Becaafdbese characteristics, our level of
nonperforming loans and loan charge-offs can batieland can vary materially from period to peri@thanges in our level of nonperforming
loans may require us to make material provisionddfan losses in any period, which could reduceratrincome or cause net losses in that
period.

Decreases in amount of capital available to startpuand emerging growth companies, could adverselyfaict our business, profitability,
and growth prospects.

Our strategy has focused on providing bagnkiroducts and services to emerging growth andlieicharket companies receiving financial
support from sophisticated investors, includingtues capitalists, "angels," and corporate investorsome cases, our lending credit decisi
based on our analysis of the likelihood that ourtuee capital or angddacked client will receive a second or third rowfi@quity infusion fron
investors. The amount of capital available to a@aend emerging growth companies has decreaséed peist three years, which has caused oul
client deposit balances to decline. If the amodmapital available to such companies continuedettrease, it is likely that the number of new
clients and investor financial support to our erigtborrowers would decrease, having an adversetsdih our business, profitability and
growth prospects.

Among the factors that have and could &nftiture affect the amount of capital availablstertup and emerging growth companies art
receptivity of the capital markets to initial pubbfferings or mergers and acquisitions of compamighin our technology and life science
industry sectors, the availability and return aemiative investments, and general economic canmditin the technology and life sciences
industries. Over the past three years, the stackgnf many technology and life science compalné® declined substantially, and the capital
markets have been
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less receptive to initial public offerings. Reduaagbital markets valuations could further redu@eamount of capital available to startup



emerging growth companies, including companiesiwitlur technology and life science industry sectors

We are subject to extensive regulation that couldrit or restrict our activities and impose financiad requirements or limitations on the
conduct of our business.

Silicon Valley Bancshares, Silicon Vallegrik, and their subsidiaries are extensively regdlander federal and state law. These
regulations are intended primarily for the protestof depositors, other clients, and the depositriance fund—not for the benefit of
stockholders or security holders. Federal and fasts and regulations limit the activities in whiSHicon Valley Bancshares, Silicon Valley
Bank, and their subsidiaries may engage. In addialicon Valley Bancshares, Silicon Valley Banidaheir subsidiaries are required to
maintain certain minimum levels of capital. Fedenadl state banking regulators possess broad péaveake supervisory action, as they deem
appropriate, with respect to Silicon Valley Banagglsaand Silicon Valley Bank. Alliant Partners andBSSecurities, both broker-dealer
subsidiaries, are regulated by the SEC and the NA&®iations of the stringent regulations governthg actions of a broker-dealer can result
in the revocation of broker-dealer licenses, thpadsition of censures or fines, the issuance ofecaad desist orders, and the suspension or
expulsion from the securities business of a fitnpificers or employees. Supervisory actions esult in higher capital requirements, higher
insurance premiums, and limitations on the acésitf Silicon Valley Bancshares, Silicon Valley Ram their subsidiaries. These supervisory
actions could have a material adverse effect orbasiness and profitability.

Warrant, venture capital fund, and direct equity investment portfolio gains or losses depend upon therformance of the portfolio
investments and the general condition of the publiequity markets, which is uncertain.

We have historically obtained rights to @icg stock, in the form of warrants, in certairealis as part of negotiated credit facilities. We
may not be able to realize gains from warrantsitare periods, or our realized gains may be mahgtess than the current level of unrealized
gains disclosed in this filing. We also have madestments in venture capital funds as well astliezquity investments in companies. The
timing and amount of income, if any, from the disjion of client warrants, venture capital fundsl airect equity investments, typically
depend upon factors beyond our control, includivggderformance of the underlying portfolio companiavestor demand for initial public
offerings, fluctuations in the market prices of tirederlying common stock of these companies, levetsergers and acquisitions activity, and
legal and contractual restrictions on our abil@ysell the underlying securities. In addition, dwestments in venture capital funds and direct
equity investments have and could continue to \@adee or become worthless, which would reduce etiincome or could cause a net loss in
any period. All of these factors are difficult toegict, particularly in the current economic enwningent. If equity market conditions do not
improve, it is likely that additional investmentétin our existing portfolio will become impaireHowever, we are not in a position to know at
the present time which specific investments, if,aarg likely to be impaired or the extent or timwfgndividual impairments. Therefore, we
cannot predict future investment gains or lossék aiy degree of accuracy, and any gains or laagelikely to vary materially from period to
period.

Public offerings and mergers and acquisitions inveiing our clients can cause loans to be paid off dgr which could adversely affect our
business and profitability.

While an active market for public equitfesfngs and mergers and acquisitions generallyplagive implications for our business, one
negative consequence is that our clients may pagraéduce their loans with us if they completeudlic equity offering or are acquired or
merge with another company. Any significant redurttin our outstanding loans could have a matedeaéese effect on our business and
profitability.
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Our current level of interest rate spread may dechie in the future. Any material reduction in our interest spread could have a material
impact on our business and profitability.

A major portion of our net income comeairour interest rate spread, which is the differdmeteveen the interest rates paid by us on
interest-bearing liabilities, such as deposits ather borrowings, and the interest rates we recaiviterest-earning assets, such as loans
extended to our clients and securities held inimuestment portfolio. Interest rates are highlysstwe to many factors beyond our control, s
as inflation, recession, global economic disrupgijand unemployment. In addition, legislative clemngould affect the manner in which we
pay interest on deposits or other liabilities. Erample, Congress has for many years debated megedbaw that prohibits banks from paying
interest rates on checking accounts. If this lawewe be repealed, we would be subject to competjiressure to pay interest on our clients’
checking accounts, which would negatively affeatioterest rate spread. Any material decline iniatarest rate spread would have a material
adverse effect on our business and profitability. &ample, over the past two years the federalSunterest rate declined by 525 basis points.
Consequently, our net interest margin decreaseddibybasis points, from the fourth quarter of 20®€he fourth quarter of 2002.

Adverse changes in domestic or global economic cdtidns, especially in the technology sector and esgially in California, could have a
material adverse effect on our business, growth, anprofitability.

If conditions worsen in the domestic orlidbeconomy, especially in the technology sector business, growth and profitability are lik
to be materially adversely affected. Current uraety surrounding a possible war with Iraq is ohenany factors that may prevent or delay an
economic recovery in the near future. Many of @shhology clients have been harmed by the cur@ranic slowdown, and would |



further harmed by the continuation or worseninghefglobal or U.S. economic slowdown. Our clientsyrbe particularly sensitive to
disruptions in the growth of the technology sediothe U.S. economy. In addition, a substantial berof our clients are geographically
concentrated in California, and adverse economidlitions in California could harm the businessea dfsproportionate number of our clier
To the extent that our clients' underlying busiriesgarmed, they are more likely to default ontthaans. In 2002, the economic slowdown
resulted in both lower average interest-earningtasand average client deposit balances, as cothfa&901, thus reducing our net interest
income. Net interest income in 2002 was $194.7ionilldown from $263.0 million in 2001.

If we falil to retain our key employees, our growthand profitability could be adversely affected.

We rely on experienced client relationghignagers and on officers and employees with strelagjonships with the venture capital
community to generate new business. If a significarmber of these employees were to leave us, rowthy and profitability could be
adversely affected. We believe that our employesguiently have opportunities for alternative empieynt with competing financial
institutions and with our clients. We did not payancentive compensation in 2001 and paid miniambunts in 2002. The lack of meaninc
incentive compensation payouts increases the sséicgated with employee retention.

We cannot assure that we will be able to maintainuw historical levels of profitability in the face of sustained competitive pressures.

Other banks and specialty and diversifigdricial services companies, many of which areclasgnd have more capital than we do, offer
lending, leasing and other financial products to@wstomer base. In some cases, our competitous their marketing on our industry sectors
and seek to increase their lending and other filmhnelationships with technology companies, eathge growth companies or special
industries such as wineries. In other cases, ompetitors may offer a financial product that prasdn alternative to one of the products we
offer to our clients. When new competitors seekrter one of our markets, or when existing marketigpants seek to increase their market
share, new competitors sometimes undercut thengrexnd/or credit terms prevalent in
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that market. Our pricing and credit terms coulcedetate if we act to meet these competitive cingiés.
We face risks in connection with completed or poteral acquisitions.

We completed one acquisition in each of280d 2001 and, if appropriate opportunities pregemselves, we intend to acquire
businesses, technologies, services or productsvihaielieve are strategic. There can be no asseithat we will be able to identify, negotiate
or finance future acquisitions successfully, ointegrate such acquisitions with our current busine

Future acquisitions could result in potaifyi dilutive issuances of equity securities, theurrence of debt, contingent liabilities and/or
amortization expenses related to goodwill and oitit@ngible assets, which could have a materiagéestvaffect on our business, results of
operations, and/or financial condition. Any suctufe acquisitions of other businesses, technolpg®wices or products might require us to
obtain additional equity or debt financing, whickght not be available on terms favorable to ustall; and such financing, if available, mi
be dilutive. See "ltem 8. Consolidated Financiat&nents and Supplementary Data—Note 2 to the @datzd Financial Statements—
Business Combinations."

Upon completion of an acquisition, we aeefd with the challenges of integrating the openati services, products, personnel, and
systems of acquired companies into our businesishwhay divert management's attention from ongbinginess operations. In addition,
acquisitions of new businesses may subject usggtdatory scrutiny. We cannot assure that we wilsbecessful in integrating any acquired
business effectively into the operations of ouribess. Moreover, there can be no assurance thahti@pated benefits of any acquisition will
be realized.

The price of our common stock may decrease rapidignd significantly.

The market price of our common stock caléddrease in price rapidly and significantly at &#me. The market price of our common stock
has fluctuated in recent years. Between Janua29d1 and December 31, 2002, the closing marke¢ @fiour common stock has ranged from
a low of $14.58 per share to a high of $38.00 pares Fluctuations may occur, among other reasomssponse to:

. Operating results

. Market interest rates

. Perceived value of our warrants, venture capitastments, and direct equity investme
. Trends in our nonperforming assets or the nonpeifag assets of other ban

. Announcements by competitc



. Economic change
. General market conditions

. Legislative and regulatory changes

The trading price of our common stock magttue to be subject to wide fluctuations in resgeoto the factors set forth above and other
factors, many of which are beyond our control. $teek market in recent years has experienced egtpite and trading volume fluctuations
that often have been unrelated or disproportiottathe operating performance of individual compani®e believe that investors should
consider the likelihood of these market fluctuasidrefore investing in our common stock.
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We could be liable for breaches of security in ouonline banking services. Fear of security breachesuld limit the growth of our online
services.

We offer various Internet-based servicesuoclients, including online banking servicesliant exchange program, and a Web site where
our clients can exchange information with one aantfihe secure transmission of confidential infararaover the Internet is essential to
maintain our clients' confidence in our online $ee. Advances in computer capabilities, new discieg or other developments could resu
a compromise or breach of the technology we ugedtect client transaction data. Although we hageetbped systems and processes that are
designed to prevent security breaches and peribdieat our security, failure to mitigate breaclesecurity could adversely affect our ability
to offer and grow our online services and couldvhaur business.

People generally are concerned with secaritl privacy on the Internet and any publicizezlisiéy problems could inhibit the growth of
the Internet as a means of conducting commeraaktctions. Our ability to provide financial seeg@ver the Internet would be severely
impeded if clients became unwilling to transmit fidential information online. As a result, our optons and financial condition could be
adversely affected.

We face risks associated with international operatins.

A component of our strategy is to expandrimationally on a limited basis. Expansion inte thternational markets, albeit on a limited
basis, will require management attention and ressuMWe have limited experience in internationag§jzour service, and we believe that many
of our competitors are also undertaking expansitmforeign markets. There can be no assurancevinatill be successful in expanding into
international markets. In addition to the uncetiainegarding our ability to generate revenues fforeign operations and to expand our
international presence, there are certain risksrigrit in doing business on an international basitiding, among others, regulatory
requirements, legal uncertainty regarding liabjltgriffs, and other trade barriers, difficultiesstaffing and managing foreign operations,
longer payment cycles, different accounting prasjgproblems in collecting accounts receivabldtipal instability, seasonal reductions in
business activity, and potentially adverse tax eqnences, any of which could adversely affect tloeass of our international operations. To
the extent we expand into international operatimd have additional portions of our internatiomafenues denominated in foreign currencies,
we could become subject to increased risks reldtirigreign currency exchange rate fluctuationsrércan be no assurance that one or more
of the factors discussed above will not have a ristadverse effect on our business, results ofatfmns, and/or financial condition.

Maintaining or increasing our market share dependon market acceptance and regulatory approval of neyproducts and services.

Our success depends, in part, upon ouityatladapt our products and services to evolumaystry standards and consumer demand.
There is increasing pressure on financial serndoaspanies to provide products and services at Ipnees. In addition, the widespread
adoption of new technologies, including Internesdrhservices, could require us to make substagsnditures to modify or adapt our
existing products or services. A failure to achievarket acceptance of any new products we intrgdurca failure to introduce products that
market may demand, could have an adverse affestiphusiness, profitability, or growth prospects.

We have businesses other than banking.

In addition to commercial banking serviogs,provide M&A advisory services, merchant banksegvices, investment advisory services,
and other business services. We may in the futeweldp or acquire other non-banking businesses wesult of such other businesses, our
earnings could be subject to risks and uncertairtiat are different than our commercial bankingises.
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If Alliant Partners does not meet earnings targetswe could have an impairment of goodwill.



In 2001, we acquired the assets of AllRattners. Alliant offers merger and acquisitioniadry services. The success of Alliant's
business is dependent on a number of factors,dmauhe general level of merger and acquisiticivag and client company valuations,
which have been negatively affected by the cureenhomic slowdown. Success is also dependent arotittiued employment of several key
employees of Alliant. We test for impairment of gadll relating to Alliant on an annual basis. As@&écember 31, 2002, we concluded that
goodwill relating to Alliant is not impaired. Howey; if Alliant does not meet projected revenuethafuture, or if certain key employees were
to leave Alliant, we could conclude that the vatfi¢he business has dropped and that goodwilling/ao Alliant has been impaired. If we we
to conclude that goodwill has been impaired, tloaictusion could result in a narash goodwill impairment charge to us, which cadsersel’
affect our results of operations.
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ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPL EMENTARY DATA

INDEPENDENT AUDITORS' REPOF

The Board of Directors and Stockholders
Silicon Valley Bancshares:

We have audited the accompanying conselitlhalance sheets of Silicon Valley Bancsharessabdidiaries (the Company) as of
December 31, 2002 and 2001, and the related cdased statements of income, comprehensive inconagges in stockholders' equity, and
cash flows for each of the years in the thyear period ended December 31, 2002. These coagadidinancial statements are the responsil
of the Company's management. Our responsibility express an opinion on these consolidated fimhstatements based on our audits.

We conducted our audits in accordance wadtthiting standards generally accepted in the UrBtates of America. Those standards rec
that we plan and perform the audit to obtain reabnassurance about whether the financial statisraea free of material misstatement. An
audit includes examining, on a test basis, evidesopporting the amounts and disclosures in then6iieh statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated finanattements referred to above present fairly, imallerial respects, the financial position of
Silicon Valley Bancshares and subsidiaries as afeDder 31, 2002 and 2001, and the results of tipgirations and their cash flows for eac
the years in the three-year period ended Decemhe2@®?2, in conformity with accounting principlesrgerally accepted in the United States of
America.

KPMe LLP

San Francisco, California
January 16, 2003
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31

2002 2001

(Dollars in thousands,
except par value)



Assets
Cash and due from ban
Federal funds sold and securities purchased umgleement to rese
Investment securitie
Loans, net of unearned incor
Allowance for loan losse

Net loans

Premises and equipme

Goodwill

Accrued interest receivable and other as

Total asset

Liabilities, Minority Interest, and Stockholders' E quity

Liabilities:
Deposits:
Noninteres-bearing deman
NOW
Money marke
Time

Total depositt
Shor-term borrowings
Other liabilities
Long-term debt

Total liabilities

Company obligated mandatorily redeemable trustepredl securities of subsidiary trust holdins
solely junior subordinated debentures (trust prefésecurities

Minority interest

Stockholders' equity

Preferred stock, $0.001 par value, 20,000,000 sherthorized; none outstandi
Common stock, $0.001 par value, 150,000,000 slzarrized; 40,578,093 al
45,390,007 shares outstanding at December 31, @20®2001, respective
Additional paic-in capital

Retained earning

Unearned compensatis

Accumulated other comprehensive incol

Net unrealized gains on availa-for-sale investment

Total stockholders' equit

Total liabilities, minority interest, and stockheld' equity

See notes to consolidated financial statements.
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$ 239,920 $ 228,31t
202,66: 212,21

1,535,69. 1,833,16.
2,086,08! 1,767,03i

(70,500 (72,379

2,015,58! 1,694,66:

17,88¢ 21,71

100,54¢ 96,38(

70,88: 85,62

$ 4,183,18 $ 4,172,07
I I
$ 1,892,120 $ 1,737,66:
21,53 25,40

933,25t 894,94¢

589,21¢ 722,96

3,436,12 3,380,97

9,121 41,20:

47,55( 29,78!

17,39 25,68t

3,510,20. 3,477,641

39,47 38,64

43,15¢ 28,27¢

41 45

99,97 196,14

476,61( 423,25:

(652) (1,600

14,37: 9,67¢

590,35( 627,51t

$ 4,183,18 $ 4,172,07
I I

SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31

2002

2001

2000

(Dollars in thousands, except per share amount:



Interest income

Loans $ 156,24( $ 184,85¢ $ 189,06.
Investment securitie:
Taxable 46,58t 79,24* 107,26¢
Non-taxable 6,892 10,80: 6,95¢
Federal funds sold and securities purchased urmgleement to rese 2,86t 25,42 83,47:
Total interest incom 212,58 300,32¢ 386,76(
Interest expenst
Deposits 16,22¢ 36,86¢ 56,91:
Other borrowing: 1,647 47k —
Total interest expens 17,87¢ 37,34 56,91:
Net interest incom 194,70t 262,98! 329,84t
Provision for loan losse 3,88 16,72« 54,60:
Net interest income after provision for loan los 190,82t 246,26: 275,24t
Noninterest income
Client investment fee 30,67 41,59¢ 35,83
Letter of credit and foreign exchange inca 15,22¢ 12,65¢ 18,58¢
Corporate finance fee 12,11( 2,911 1,82(
Deposit service chargt 9,07z 6,19¢ 3,33¢
Disposition of client warrant 1,661 8,50( 86,32:
Investment (losses) gail (9,825) (12,379 37,06
Other 8,94« 11,34¢ 6,67(
Total noninterest incorr 67,85¢ 70,83 189,63(
Noninterest expens
Compensation and benef 105,16¢ 89,06( 106,38!
Net occupanc' 20,39: 16,18: 9,36:
Professional service 18,38¢ 24,54 20,83:
Furniture and equipme! 9,56% 13,91¢ 11,99¢
Business development and tra 8,42¢ 10,15¢ 11,18¢
Postage and suppli 3,19( 3,99¢ 3,50(
Telephone 3,12 4,317 2,81t
Tax credit fund amortizatio 2,96: 2,75¢€ —
Correspondent bank fe 2,83t 47¢ 112
Trust preferred securities distributio 2,23( 3,30( 3,30(
Advertising and promotio 1,02t 3,12¢ 3,44¢
Retention and warrant incentive ple (883) 1,47: 17,31:
Other 9,95¢ 10,18 8,111
Total noninterest expen: 186,37 183,48t 198,36:
Minority interest 7,761 7,54¢ 46(
Income before income tax exper 80,07: 141,15: 266,97!
Income tax expens 26,71¢ 52,99¢ 107,90°
Net income $ 53,35¢ $ 88,15: $ 159,06¢
I I I
Basic earnings per she $ 121 % 1.8t % 3.41
Diluted earnings per sha $ 1.1¢ % 1.7¢ % 3.2¢

See notes to consolidated financial statements.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2002 2001 2000

(Dollars in thousands)

Net income $ 53,35¢ $ 88,15: $ 159,06¢
Other comprehensive income (loss), net of
Change in unrealized gains (losses) on availabledite investments:

Unrealized holding gair 5,80¢ 12,39¢ 34,45;
Reclassification adjustment for gains includedetincome (2,107) (5,329 (73,519
Other comprehensive income (lo: 4,69 7,07¢ (39,062)
Comprehensive incon $ 58,05¢ $ 95,22¢ $ 120,00t

See notes to consolidated financial statements.

65

SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

Years Ended December 31,
2002, 2001, and 2000

(Dollars in thousands)

Common Stock Accumulated
Additional Other
Paid-in Retained Unearned Comprehensive
Shares Amount Capital Earnings Compensation Income Total

Balance at December 31, 18 44,800,73 $ 45 $ 153,44( $ 176,03( $ (2,327 $ 41,66: $ 368,85(
Issuance of common stock, net of
offering costs of $6.2 milliol 2,510,001 3 99,07¢ — — — 99,08:
Common stock issued under employet
benefit plans, net of cancellati 1,013,98! 1 9,20z — (3,279 — 5,92¢
Income tax benefit from stock options
exercised and vesting of restricted st — — 18,287 — — — 18,287
Net income — — — 159,06¢ — — 159,06¢
Amortization of unearned compensat — — — — 1,967 — 1,967
Other comprehensive los

Net change in unrealized gai

(losses) on available-for-sale

investment: — — — — — (39,067) (39,06:)
2-for-1 stock split in the form of a stocl
dividend 653,18} — — — — — —
Balance at December 31, 2C 48,977,90 48 280,00¢ 335,09¢ (3,639 2,60( 614,12:
Common stock issued under employer
benefit plans, net of cancellatit 874,10: 1 11,36: — 32€ — 11,68¢
Income tax benefit from stock options
exercised and vesting of restricted st — — 4,61¢ — — — 4,61¢
Net income — — — 88,15¢ — — 88,15¢
Amortization of unearned compensat — — — — 1,70¢ — 1,70¢

Other comprehensive incon
Net change in unrealized gai
(losses) on available-for-sale
investment: — — — — — 7,07t 7,078



Common stock repurcha
Balance at December 31, 2C

Common stock issued under employes
benefit plans, net of cancellatit
Income tax benefit from stock options
exercised and vesting of restricted st
Net income
Amortization of unearned compensat
Other comprehensive inconr
Net change in unrealized gai
(losses) on available-for-sale
investment:
Common stock repurcha

Balance at December 31, 2C

(4,462,000 (5) (99,84¢) — — — (99,859
45,390,00 45 196,14: 423,25; (1,600 9,67t 627,51
722,46 1 9,11: = = = 9,11¢
— — 4,11: — — — 4,111

= = = 53,35¢ = = 53,35¢

— — — — 94¢ — 94¢

_ _ _ _ — 4,691 4,69
(5,534,37) 5) (109,389 = = —  (109,39)
40,578,09 $ 41 $ 99,97¢ $ 476,610 $ (652) $ 14,37. $ 590,35(

See notes to consolidated financial statements.
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Cash flows from operating activitie

Net income

Adjustments to reconcile net income to net caskigeal by operating activitie!

Provision for loan losse
Minority interest

Depreciation and amortizatic

SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Net loss (gain) on sales of investment secur

Net gains on disposition of client warra

Decrease (increase) in accrued interest receir

Deferred income tax expense (benei

Decrease (increase) in inventc

Increase in prepaid expens

Decrease (increase) in income tax receiv.

Increase (decrease) in unearned inci

Increase (decrease) in retention, warrant and atieentive plan payabl

Other, ne
Net cash provided by operating activit

Cash flows from investing activitie

Proceeds from maturities and paydowns of investrsecirities

Proceeds from sales of investment secur

Purchases of investment securit

Net increase in loar

Proceeds from recoveries of charged off Ic

Payments for acquisitior

Purchases of premises and equipn

Net cash (used) provided by investing activi

Cash flows from financing activitie

Years Ended December 31,

2002 2001 2000
(Dollars in thousands)

$ 53,35¢ $ 88,15 $ 159,06¢
3,882 16,72« 54,60:
(7,767) (7,54¢) (460)
7,85( 5,71% 4,01¢
9,82¢ 12,37: (37,065
(1,667) (8,500 (86,329
6,09 16,18¢ (4,33)
1,68 (1,95¢) (5,127)
— 18,51: (5,997
(15€) (744) (1,12¢)
17,14: (6,20%) (1,57¢)
(150) 3,527 (167)
2,77¢ (29,71°) 19,28t
5,79( 6,02¢ 6,167
98,66¢ 112,55¢ 100,97:
3,025,72! 1,615,36! 914,23¢
2,547,91 11,38: 224,01!
(5,277,39) (1,347,59) (1,434,771
(346,829 (92,807 (156,75)
22,17¢ 20,63¢ 10,77¢
(42,362) (30,000 —
(4,017) (8,759 (11,767
(74,78¢) 168,22° (454,267




Net increase (decrease) in depo 55,15( (1,481,28) 752,85¢

Proceeds from issuance of common stock, net ofis=icost 9,76¢ 13,36: 115,57-
Repurchase of common sta (109,39 (99,85)) —
Capital contributions from minority interest paipiants 22,65( 5,152 31,12¢
Net cash (used) provided by financing activi (21,82%H (1,562,61) 899,55¢
Net increase (decrease) in cash and cash equis 2,057 (1,281,83) 546,26«
Cash and cash equivalents at Janua 440,53. 1,722,361 1,176,10:
Cash and cash equivalents at Decembe $ 44258¢ $ 440,53. $ 1,722,361

]
Supplemental disclosure

Interest paic $ 18,48 $ 38,43. % 55,78¢

Income taxes pai $ 6,81: $ 53,79¢ $ 105,70¢
Noncash investing and financing activiti

Fair value of net assets acquil $ — 506  $ —

Shor-term borrowings $ — % 41,20 $ —

Long-term debt $ — % 25,68: $ —

See notes to consolidated financial statements.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
1. Significant Accounting Policies

The accounting and reporting policies dicBn Valley Bancshares and its subsidiaries (tberfipany") conform with accounting
principles generally accepted in the United StafeSmerica. Certain reclassifications have beenertadhe Company's 2001 and 2000
consolidated financial statements to conform to20@2 presentations. Such reclassifications haeffieat on the results of operations or
stockholders' equity. The following is a summaryha# significant accounting and reporting poliaised in preparing the consolidated finar
statements.

Nature of Operation

Silicon Valley Bancshares is a bank holdinghpany and a financial holding company whosecipad subsidiary is Silicon Valley Bank
(the "Bank"), a California-chartered bank, founded 983, and headquartered in Santa Clara, Cai#oilhe Bank serves more than 9,500
clients across the country, through its 27 regiaffites. The Bank has 11 offices throughout Catifa and operates regional offices across the
country, including Arizona, Colorado, Florida, Ggiar, lllinois, Massachusetts, Minnesota, New Yatkrth Carolina, Oregon, Pennsylvania,
Texas, Virginia, and Washington. The Bank servesrging growth and mature companies in the techyliifg sciences and premium wine
markets. Substantially all of the assets, lialeiditiand earnings of the Company relate to its tnvest in the Bank. Additionally, the Company
provides merger and acquisition services througwitolly-owned subsidiary, Alliant Partners ("Ahid).

Consolidation

The Consolidated Financial Statements tfeline accounts of Silicon Valley Bancshares anddtof its wholly-owned subsidiaries.
Intercompany accounts and transactions have baamated in consolidation. SVB Strategic InvestdaisC and Silicon Valley BancVentures,
Inc., as general partners, are considered to higudisant influence over the operating and finangcpolicies of SVB Strategic Investors Fund,
L.P. and Silicon Valley BancVentures, L.P., resjyaty. Therefore, SVB Strategic Investors Fund,.laRd Silicon Valley BancVentures, L.P.
are included in the Company's Consolidated Finhdi&tetements. Minority interest represents the miip@articipants' share of the equity of
SVB Strategic Investors Fund, L.P., and Siliconl®&aBancVentures, L.P.

Similar accounting is applied to Woodsidedrcial, the general partner of Taurus, L.P. aitmld_L.P., see "ltem 8. Consolidated Finan
Statements and Supplementary Data—Note 2 to thedlidated Financial Statements—Business Combination

Basis of Financial Statement Presentat

The preparation of consolidated financiatements in conformity with accounting principtenerally accepted in the United State



America requires management to make estimatesuaigtinents that affect the reported amounts of aasetdiabilities as of the balance sheet
date and the results of operations for the repgrégibds. Actual results could differ from thosémates. A material estimate that is
particularly susceptible to possible change inrntbéar term relates to the determination of the allowe for loan losses. An estimate of possible
changes or a range of possible changes cannot te. ma

Revenue recognitic

Revenues earned on mergers and acquisaibrisory services are recognized when Alliantriad has fully completed its contractual
and regulatory obligations related to its cliermvgge engagements.
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Revenues related to client invest feegeregnized as earned.
Cash and Cash Equivalents

Cash and cash equivalents as reportectindhsolidated statements of cash flows include oashand, cash balances due from banks,
federal funds sold, and securities purchased uagiegement to resell. The cash equivalents arelyeamtivertible to known amounts of cash
and present insignificant risk of changes in value to maturity dates of 90 days or less.

Federal Funds Sold and Securities Purchased undeeéiment to Rese

Federal funds sold and securities purchaseér agreement to resell as reported in the ¢idased balance sheets include intefdesaring
deposits in other financial institutions of $0 &®&1880,000 at December 31, 2002 and 2001, respéctiv

Investment Securitie
Fixed Income Securitie

Fixed income investment securities aresifiesl as held-to-maturity, available-for-sale dirsg, or non-marketable upon purchase or
acquisition.

Securities purchased with the ability anditive intent to hold to maturity are classifieslreeld-to-maturity and are accounted for at
historical cost, adjusted for the amortization mdrpiums or the accretion of discounts to maturitigere appropriate. The Company does not
currently have any investments in the held-to-mtynortfolio as of December 31, 2002 or DecembirZ)01. Unrealized losses on held-to-
maturity securities become realized and are chaagathst earnings when it is determined that aaretian-temporary decline in value has
occurred.

Securities that are held to meet investrobjgctives such as interest rate risk and liquidianagement, and which may be sold by the
Company as needed to implement management strategéeclassified as available-for-sale and arewated for at fair value. Unrealized
gains and losses on available-for-sale securdifésr applicable taxes, are reported in accumulateer comprehensive income, which is a
separate component of stockholders' equity, uedilized. Unrealized losses on available-for-sateisties becomes realized and are charged
against earnings when it is determined that anrdti@ temporary decline in value has occurredthény the cost basis of the individual
security is written down to fair value as a newtdussis.

Amortization of premiums and accretion Ectunts on debt securities are included in intére®me over the contractual terms of the
underlying investment securities using the stralgig method, which approximates the effective ies¢ method.

Securities acquired and held principallytfee purpose of sale in the near term are classds trading and are accounted for at fair value.
Unrealized gains and losses resulting from faingaldjustments on trading securities, as well asgad losses realized upon the sale of
investment securities, are included in noninteresime. The Company does not have a trading paotésl of December 31, 2002 and
December 31, 2001.

Non-marketable securities include FedesdéRve Bank and Federal Home Loan Bank stock ancr¢alit funds.
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Marketable Equity Securitie



Investments in marketable equity securitietude warrants for shares of publicly-traded pames and investments in shares of publicly-
traded companies. Equity securities in the Comgangirant, direct equity and venture capital fundfplios generally become marketable
when a portfolio company completes an initial palifering on a publicly-reported market, or is aicgd by a publicly-traded company.

Unrealized gains or losses on warrant ajiteinvestment securities are recorded upon ghebdishment of a readily determinable fair
value of the underlying security, as defined bytétent of Financial Accounting Standard ("SFAS"). Nb5, "Accounting for Certain
Investments in Debt and Equity Instruments."

Unrealized gains or losses after applicédtes, on available-for-sale marketable equityisges which result from initial public
offerings, are excluded from earnings and are tegdn accumulated other comprehensive income,wisia separate component of
stockholders' equity. The Company is often contralty restricted from selling equity securities sequent to the portfolio company's initial
public offering. Gains or losses on these marketaljuity instruments are recorded in the cons@ilatatements of income in the period the
underlying securities are sold to a third party.

Gains or losses on marketable warrant godyeinvestment securities, which result from atfwdio company being acquired by a
publicly-traded company, are marked to market wihenacquisition occurs. The resulting gains ordesare recognized into income on that
date, in accordance with Emerging Issues Task Ftssae No. 91-5, "Nonmonetary Exchange of Costhdetnvestments." Further
fluctuations in the market value of these marketagjuity instruments, prior to eventual sale, adugled from earnings and are reported in
accumulated other comprehensive income, whichseparate component of stockholders' equity. Upers#ihe of these equity securities, gains
and losses, which are measured from the acquigitice, are realized in the Company's consolidatattments of income.

Notwithstanding the foregoing, a declingha fair value of any of these securities, whickdnsidered other than temporary, is record
the Company's consolidated statements of incontteeiperiod the impairment occurs.

Summary financial data related to the Camyfsamarketable equity securities at December GQ2 Zre presented in "ltem 8. Consolidated
Financial Statements and Supplementary Data—Nutelee Consolidated Financial Statements—Investr8entrities.”

Nor-Marketable Equity Securities

The Company invests in non-marketable ggéturities in several ways

. Through the exercise of warrants obtained in thenab course of lending

. By direct purchases of preferred or common stogkrivately-held companie

. By capitgl contributions to venture capital fundsich in turn, make investments in preferred or own stock of privately held
companies

. Through its venture capital fund, Silicon Valleyrig&/entures, L.P., which makes investments in preteor common stock «

privately held companies
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. Through its fund of funds SVB Strategic Investoun#, L.P., which makes investments in venture eafiinds, which in turn
invest in privately held companies

Unexercised warrant securities are recoedednominal value on the Company's consolidasdgince sheets. They are carried at this \
until they become marketable or expire.

The Company records wholly owned non-maidet venture capital fund investments and otherctiprivate equity investments on a cost
basis. The Company's interests are considered paadt owns less than 5% and has no influence theecompany's operating and financial
policies. The Company's cost basis in each invastisgeduced by returns until the cost basis efitidividual investment is fully recovered.
Returns in excess of the cost basis are recorded@stment gains in noninterest income.

The values of the investments are revieatddast quarterly, giving consideration to thegamnd circumstances of each individual
investment. The Company's review of private eqimtqestments typically includes the relevant madgatditions, offering prices, operating
results, financial conditions, and exit strategieslecline in the fair value that is consideredentthan temporary is recorded in the Company's
consolidated statements of income in the periodntipairment occurs. Any estimated loss is recoiidatbninterest income as investment
losses.

Investments held by Silicon Valley BancMees, L.P. are recorded at fair value using investraccounting rules. The investments
consist of stock in private companies that aretraated on a public market and are subject to oEtnis on resale. These investments



carried at estimated fair value as determined byg#meral partner. The valuation generally remair®st until such time that there is
significant evidence of a change in values baseh gpnsideration of the relevant market conditiaffgring prices, operating results, finani
conditions, exit strategy, and other pertinentiinfation. The general partner, Silicon Valley BanoWees, Inc., is owned and controlled by the
Company and has an ownership interest of 10.7%ioo8 Valley BancVentures, L.P. As such, Silicoally BancVentures, L.P. is fully
consolidated and any gains or losses resulting frbamges in the estimated fair value of the investsiare recorded as investment gains or
losses in our consolidated statements of income.pbintion of any gains or losses belonging to itinééd partners is reflected in minority
interest and adjusts the Company's income to itsepéage ownership.

The SVB Strategic Investors Fund, L.P. fetid consists primarily of investments in ventwapital funds. These funds are recorded a
value using investment accounting rules. The cagyialue of the investments are determined by #megl partner based on the percentage of
SVB Strategic Investors Fund, L.P.'s interest inttital fair market value as provided by each ventapital fund investment. SVB Strategic
Investors, LLC generally utilizes the fair valuesigned to the underlying portfolio investmentshoy management of the venture capital fu
The estimated fair value of the investments arerdghed after giving consideration to the relevaatket conditions, offering prices, operal
results, financial conditions, exit strategy, atideo pertinent information. The general partnerBS4frategic Investors, LLC, is owned and
controlled by the Company and has an ownershipdatef 11.1% in SVB Strategic Investors Fund, IAR such, SVB Strategic Investors,

LLC is fully consolidated, and any gains or lossesulting from changes in the estimated fair valfihe venture capital fund investments are
recorded as investment gains or losses in the Coytgpeonsolidated statements of income. The limpi@dner's share of any gains or losses is
reflected in minority interest and adjusts the Camyps income to its percentage ownership.
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Summary financial data related to the Camyfsanon-marketable equity securities at DecemtePB302 are presented in "ltem 8.
Consolidated Financial Statements and Supplemebtatg—Note 6 to the Consolidated Financial Stategreinvestment Securities."

Loans

Loans are reported at the principal amoustanding, net of unearned income. Unearned irdaoiudes both deferred loan origination
and commitment fees and costs. The net amountasdraed income is amortized into loan interest ine@wer the contractual terms of the
underlying loans and commitments using the interethod or the straight-line method, if not matéridifferent, adjusted for actual loan
prepayment experience.

Allowance for Loan Losses

The allowance for loan losses is estabtigheough a provision for loan losses charged fiease to provide for credit risk. The
Company applies the following evaluation procesisstétoan portfolio to estimate the required allowa for loan losses.

The Company maintains a systematic profmegbe evaluation of individual loans and pooldazns for inherent risk of loan
losses. On a quarterly basis, each loan in it§gris assigned a credit risk-rating. Credit risktings are assigned on a scale of 1 tc
1 representing loans with a low risk of nonpaym®@ngpresenting loans with the highest risk of raympent, and 10 representing loans
which have been charged-off. This credit risk-rgtvaluation process includes, but is not limitedstich factors as payment status, the
financial condition of the borrower, borrower comaplce with loan covenants, underlying collaterdliga, potential loan concentratic
and general economic conditions. The Company'sigslrequire certain credit relationships that edcgpecific dollar values, be
reviewed by a committee of senior managementaat lguarterly. The Company's review process evedutaie appropriateness of the
credit risk rating and allocation of allowance foan losses, as well as other account managemectidns. In addition, Management
receives and approves an analysis for all impdoeads, as defined by the Statement of FinanciabAnting Standards ("SFAS") No.
114 "Accounting by Creditors for Impairment of adm" The allowance for loan losses is allocate@dthas a formula allocation for
similarly risk-rated loans, or for specific rislsiges, which suggest a probable loss factor excgéldinformula allocation for a specific
loan, or for individual impaired loans as deterndity SFAS No. 114.

The Company's evaluation process is dedigmeetermine the adequacy of the allowance fan losses. The Company assesses
the risk of losses inherent in the loan portfoljoutilizing modeling techniques. For this purpose Company has developed a statis
model based on historical loan loss migration torexte an appropriate allowance for outstanding loalances. In addition, the
Company applies macro and contingent allocationteggesults of the aforementioned model to asicetit@ total allowance for loan
losses. While this evaluation process uses histiogicd other objective information, the classifizatof loans and the establishment of
the allowance for loan losses relies, to a gretgrgxon the judgment and experience of our managem

The Company's allowance for loan lossesiablished for loan losses not yet realized. Thegss of anticipating loan losses is
imprecise. The Company's allowance for loan logsés best estimate using the historical loan bgserience and its perception of
variables potentially leading to deviation from thistorical loss experience.
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Nonaccrual Loans

Statement of Financial Accounting Stand€Y8&AS") No. 114, "Accounting by Creditors for laipment of a Loan" and SFAS
No. 118, "Accounting by Creditors for Impairmentaof.oan-Income Recognition and Disclosures” reguine Company to measure
impairment of a loan based upon the present vdlegpected future cash flows discounted at the'toeffective interest rate, except
that as a practical expedient, the Company may measpairment based on the loan's observable rparice or the fair value of the
collateral if the loan is collateral-dependent.can is considered impaired when, based upon clydembwn information, it is deemed
probable that the Company will be unable to col&camounts due according to the contractual tevfiibe agreement.

Loans are placed on nonaccrual status wieynbecome 90 days past due as to principal erdat payments (unless the principal
and interest are well secured and in the processlt&ction), when the Company has determined,dagen currently known
information, that the timely collection of principar interest is doubtful, or when the loans othiseAbecome impaired under the
provisions of SFAS No. 114, "Accounting by Credétdéor Impairment of a Loan."

When a loan is placed on nonaccrual stétesaccrued interest is reversed against inteéresine and the loan is accounted for on
the cash or cost recovery method thereafter unélifying for return to accrual status. Generadlyjlpan will be returned to accrual ste
when all delinquent principal and interest becomeent in accordance with the terms of the loaragrent and full collection of the
principal and interest appears probable.

Premises and Equipme

Premises and equipment are reported atlegstaccumulated depreciation and amortizatiompeed using the straight-line method over
the estimated useful lives of the assets or thagef the related leases, whichever is shortess filme period may range from one to 10 years.
The Company had no capitalized lease obligatiof¥»aember 31, 2002 and 2001.

Foreign Exchange Contrac

The Company enters into foreign exchangeracts with clients involved in international teafinance activities. The Company also er
into an opposite-way foreign exchange contract wittorrespondent bank, which completely mitigatesrisk of fluctuations in foreign
currency exchange rates, for each of the conteattyed into with its clients. However, settlemengdit, and operational risks remain. The
Company does not enter into foreign exchange ccatstfar any other purposes. These contracts ardesignated as hedging instruments and
are recorded at fair value in the Company's codat®@d balance sheets. Changes in the fair valtreesé contracts are recognized immediately
in non-interest income.

Income Taxe

The Company files a consolidated federabime tax return, and consolidated or combined gtateme tax returns as appropriate. The
Company's federal and state income tax provisioe®ased upon taxes payable for the current yeaelhss current year changes in deferred
taxes related to temporary differences betweemathdasis and financial statement balances of aaset liabilities. Deferred tax assets and
liabilities are included in the consolidated finethGtatements at currently enacted income tas rapplicable to the period in which the
deferred tax assets and liabilities are
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expected to be realized. As changes in tax lawates are enacted, deferred tax assets and iethiite adjusted through the provision for
income taxes.

Stock-Based Compensation

The Company has elected to follow Accounfrinciples Board Opinion No. 25, "Accounting f#tock Issued to Employees" ("APB
No. 25"), and related interpretations, in accounfor its employee stock options rather than tierative fair value accounting allowed
SFAS No. 123, "Accounting for Stock-Based Compengdt APB No. 25 provides that the compensationezge relative to the Company's
employee stock options is measured based on ttiesictvalue of the stock option. SFAS No. 123 lieggicompanies that continue to follow
APB No. 25 to provide a pro forma disclosure of ith@act of applying the fair value method of SFA8.M23. The Company accounts for
stock issued to non-employees in accordance witlpthvisions of SFAS No. 123 and Financial Accaumtstandards Board Interpretation
No. 44, "Accounting for Certain Transactions Invoty Stock Compensation.” See "ltem 8. Consolid&iedncial Statements al
Supplementary Data—Note 18 to the Consolidatedri€iah Statements—Employee Benefit Plans.”

The following is a reconciliation of repedtand pro forma net income and earning per slathé years ended December 31, 2002, 2001
and 2000



Years Ended December 31,

2002 2001 2000

(Dollars in thousands, except per share amounts)

Net income, as reporte $ 53,35¢ $ 88,15¢ $ 159,06¢
Add: Stock-based compensation expense indicatezpiorted net

income, net of ta: 651 1,03¢ 1,327
Less: Total stoc-based employee compensation expe

determined under fair value based method, netx (17,529 (16,189 (11,499
Pro forma net incom $ 36,48( $ 73,00 $ 148,89

Basic earnings per shal

As reportec $ 121 $ 18t $ 3.41

Pro forma 0.8¢ 1.5 3.1¢
Diluted earnings per shat

As reportec 1.1¢ 1.7¢ 3.2t

Pro forma 0.84 1.54 3.07

Earnings Per Shar

Basic earnings per share (EPS) excludesialil and is computed by dividing income availaioleommon stockholders by the weighted-
average number of common shares outstanding fquehied. Diluted EPS reflects the potential dilatibat could occur if contracts to issue
common stock were exercised or converted into comsback or resulted in the issuance of common stioekthen shared in the earnings of
the entity.

Segment Reporting

Prior to January 1, 2002, the Company dpdras one segment. On January 1, 2002, the Barnjamzed into five lines of banking and
financial services: Commercial Banking, MerchanhBag, Private Banking, Mergers and Acquisitionsv8gs, and Other Business Services.
See "ltem 8.
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Consolidated Financial Statements and Supplemebtaty—Note 14 to the Consolidated Financial StatesaeSegment Reporting."

Derivative Financial Instrumenti

The Company accounts for derivative inseats in accordance with the provisions of SFAS N83, "Accounting for Derivative
Instruments and Hedging Activities," as amende&BAS No. 138, "Accounting for Certain Derivativestruments and Certain Hedging
Activities." SFAS No. 133, as amended, establigtee®unting and reporting standards for derivatistriuments, and requires that all
derivative instruments be recorded on the balaheetsat fair value. Additionally, the accounting éanges in fair value depends on whether
the derivative instrument is designated and qualifis part of a hedging relationship and, if sentiture of the hedging activity. Changes ir
fair value of derivatives that do not qualify faedge treatment, as well as the ineffective pontiba particular hedge, must be recognized
currently in earnings. For derivative instrumemiattare designated and qualify as a fair value &etthg gain or loss on the derivative
instrument as well as the offsetting gain or lossh® hedged item attributable to the hedged riskecognized in earnings in the current
period, unless the derivative instrument meetsl#faition of the short-cut treatment, as defingd3F-AS No. 133. See "Item 8. Consolidated
Financial Statements and Supplementary Data—No@n@i2Note 13 to the Consolidated Financial Statésaefirust Preferred Securities and
Derivative Financial Instruments.” For derivativstruments that are designated and qualify astafltag hedge, changes in the fair value of
the effective portion of the derivative instruman¢ recognized in Other Comprehensive Income (ORi@se amounts are reclassified from
OCI and recognized in earnings when either thecested transaction occurs or it becomes probabtetike forecasted transaction will not
occur.

Business Combinatior

The Company accounts for business comloingtin accordance with the provisions of SFAS NI, IBusiness Combinations," which
requires that the purchase method of accountingsbd for all business combinations initiated aftere 30, 2001. SFAS No. 141 also specifies
the criteria that intangible assets acquired inm@lpase method business combination must meetitecbgnized and reported apart from
goodwill, noting that any purchase price allocablan assembled workforce may not be accountesefoarately. See "ltem 8. Consolidated
Financial Statements and Supplementary —Note 2 to the Consolidated Financial Staten—Business Combinations



Goodwill and Other Intangibles

The Company accounts for intangible asseascordance with the provisions of SFAS No. I'&hodwill and Other Intangible Assets."
Under these provisions, the Company is requiragadssess the useful lives and residual valued imitahgible assets acquired in purchase
business combinations, and make any necessaryiaation period adjustments by the end of the yéadoption. In addition, to the extent an
intangible asset is identified as having an indefinseful life, the Company is required to test ititangible asset for impairment in accordance
with the provisions of SFAS No. 142 within the yediadoption. SFAS No. 142 requires that goodwill éntangible assets with indefinite
useful lives no longer be amortized, but insteatetd for impairment at least annually. The Compaaigpted the provisions of SFAS No. 142
on January 1, 2002.

Substantially all of the Company's goodpéltains to the acquisition of Alliant Partnerscdssed in "Item 8. Consolidated Financial
Statements and Supplementary Data—Note 2 to
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Consolidated Financial Statements—Business Corribimat In accordance with the provisions of SFAS 2, the goodwill balance was
determined to be unamortizable. The Company comeglies initial test for goodwill impairment in JuB002, the result of which concluded t
the goodwill balance was not impaired. At Decener2002, the Company's goodwill totaled $100.3iomil

In testing for a potential impairment ofogivill, SFAS 142 requires the Company to: (1) alkecgoodwill to the reporting units to which
the acquired goodwill relates; (2) estimate thealue of those reporting units to which goodwéllates; and (3) determine the carrying value
(book value) of those reporting units. Furthermdrthe estimated fair value is less than the dagwalue for a particular reporting unit, then
the Company is required to estimate the fair valuall identifiable assets and liabilities of theporting unit, in a manner similar to a purchase
price allocation for an acquired business. Onlgrahis process is completed is the amount of gdbitapairment determined.

Accordingly, the process of evaluating plogential impairment of goodwill is highly subjeai and requires significant judgment at many
points during the analysis. In estimating the Yailue of the reporting units with recognized godtifer the purposes of our financial
statements at December 31, 2002, the Company dghkefair value test using discounted estimateaash flows. The Company's cash flow
forecasts were based on assumptions that are temtsigth the plans and estimates it is using toage the underlying business.

Based on the Company's best estimateasitbncluded that there is no impairment of itsdgal. However, changes in these estimates
could cause the businesses to be valued differdhtiliant does not meet projected operating fesisubsequent analyses could result in a
non-cash goodwill impairment charge, dependingheneistimated value of the Alliant business unit taedvalue of the other assets and
liabilities attributed to the business.

Recent Accounting Pronounceme

In December 2001, the American Institut€eftified Public Accountants issued Statementasition ("SOP") 01-6, "Accounting by
Certain Entities (Including Entities With Trade Ra@bles) That Lend to or Finance the Activitiethers." SOP 01-6 reconciles the
specialized accounting and financial reporting gaitk in the existing Banks and Savings Instituti@n&le, Audits of Credit Unions Guide,
and Audits of Finance Companies Guide. The SOPimdites differences in accounting and disclosuratdished by the respective guides and
carries forward accounting guidance for transastid@termined to be unique to certain financialisbns. Adopting of this pronouncement
has not had a material impact on the Company'dtsesfuoperations or financial position.

In October 2002, the Financial Accountingriflards Board ("FASB") issued SFAS No. 147, "Asijigns of Certain Financial
Institutions," which addresses accounting for tbgugsition of certain financial institutions. Theopisions of SFAS No. 147 rescind the
specialized accounting guidance in paragraph F&fSSNo. 72 and would require unidentifiable intdigiassets to be reclassified to goodwill
if certain criteria are met. Financial institutiomgeting the conditions outlined in SFAS No. 141 & required to restate previously issued
financial statements back to the date SFAS No.vi&Rinitially applied. The provisions of SFAS Nd.71are effective for financial statements
after September 30, 2002. The adoption of SFAShE&/mhad no material impact on the Company's restuitiperations or financial position.

In December 2002, FASB issued SFAS No. 148¢counting for Stock-Based Compensatiofransition and Disclosure," which amen
SFAS No. 123, "Accounting for Stodkased Compensation” to provide alternative mettoddisansition for a voluntary change to the failue
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based method of accounting for stock-based comgiens# addition, this statement amended the d&ale requirements of SFAS No. 123 to
require prominent disclosures in both annual aiberim financial statements about the method of acting for stock-based employee
compensation and the effect of the chosen methadmmorting results. The provisions of SFAS No. &48 effective for annual periods ending
December 15, 2002, and for interim periods begig@ifter December 15, 2002. See "ltem 8. ConsolitBieancial Statements a



Supplementary Data—Note 1 and Note 18 to the Cateteld Financial Statements—Significant Accounfiotjcies—Stock Based
Compensation, and Employee Benefit Plans."”

In November 2002, FASB issued Interpretatim. 45, "Guarantor's Accounting and DisclosurguRements for Guarantees, Including
Indirect Guarantees of Indebtedness of Otheralidiresses the accounting for the stand-ready dibligander guarantees. A guarantor is
required to recognize a liability with respectt®standready obligation under the guarantee even if tiodgility of future payments under -
guarantee is remote. The initial liability will Ineeasured as the fair value of the stand-ready atizig. Additionally, the Interpretation
addresses disclosure requirements for guarantelesling the nature and terms of the guaranteesirmam potential for future amounts and
the carrying amount of the liabilities. The diselos requirements are effective for interim and ahffimancial statements ending after
December 15, 2002. The initial recognition and measent provisions are effective for all guarante#hkin the scope of Interpretation 45
issued or modified after December 31, 2002. Comiakietters of credit and other loan commitmenthkjols are commonly thought of as
guarantees of funding were not included in the sadffthe interpretation. The Bank has made relegisgtosures in the current year financial
statements. The Bank does not expect the adopfibmespretation No. 45 to have a material impatits financials.

In January 2003, FASB issued Interpretabon 46, "Consolidation of Variable Interest Em#ti(VIE)." It defined a VIE as a corporation,
partnership, trust, or any other legal structueduer the business purpose that either a) doesawvat equity investors with voting rights or b)
has equity investors that do not provide sufficiémancial resources for the entity to supporitsivities. This interpretation will require a VIE
to be consolidated by a company if that comparsuigect to a majority of the risk of loss from MEE's activities or entitled to receive a
majority of the entity's residual return. The pgigns of interpretation No. 46 are required to jpeliad immediately to VIEs created after
January 31, 2003. As of December 31, 2002, the @osnmvested as a limited partner in six real ediatited partnerships. These partnership
invest in affordable housing projects which proviidenvestors Low Income Housing Tax Credits. A®ecember 31, 2002, the Company
committed approximately $24.6 million to these parships, of which approximately $20.4 million Haekn funded. One or more of these
limited partnerships, may be deemed to be a VIEs€tpartnerships were not consolidated in the Coygpéinancial statements at
December 31, 2002. The Company does not expedahibect of consolidation of these partnerships teelematerial impact on its financial
statements.

Common Stock Split

In March 2000, the Board of Directors ape a two-for-one stock split, in the form of aciktalividend of the Company's common stock.
Holders of the Company's $0.001 par value commacksts of the record date, April 21, 2000 receioed additional share of $0.001 par vi
for every one share of common stock they owned #searecord date. Shares and per share amounadl foeriods presented in the
accompanying consolidated financial statements baea adjusted to give retroactive recognition te@for-one stock split distributed on
May 15, 2000.
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2. Business Combinations

On October 1, 2002, the Company acquireédtsutially all of the assets of Woodside Asset Mgment, Inc., an investment advisor fi
which has approximately $200 million under managenfer 70 clients. Woodside Asset Management, isexpected to enable the Company
to expand its product offerings in the private dagkAdditionally, as part of this acquisition, i8dn Valley Bancshares obtained the general
partner interests in two limited partnerships, Tayt..P., and Libra, L.P., with total assets aggtieg $12.4 million. The Company has less
than a 1% ownership interest in each of these fuhlgs remaining ownership interest representsdidhfiartners' funds invested on their behalf
by the general partner in certain fixed income anadketable equity securities. However, due to the@any's ability to control the investing
activities of these limited partnerships, we haoesplidated the related results of operations arah€ial condition into our consolidated
financial statements, as of and for the thmeanth period ended December 31, 2002. This aconsiid not have a material impact on good
and is not expected to materially impact the Comisagarnings in the short-term.

On September 28, 2001, the Company complegtacquisition of Alliant Partners and has imigd its results of operations in the
Company's consolidated results of operations dimaedate. The acquisition has allowed the Comparsgrengthen its investment banking
platform for its clients. The Company agreed tochase the assets of Alliant for a total of $100ilian, due in several installments of cash
and common stock. These installments are payatdefour years between September 30, 2001 and Skptedf), 2005. The first two
installments aggregating $72.0 million have beed pacash. The remaining $28.0 million was disdedrat prevailing forward market inter
rates ranging between 2.9% and 3.3% and was retasishort-term and long-term debt. In additioth®fixed purchase price, the sellers
received certain contingent purchase price paymealsding 75% of the pre-tax income of Alliant filre twelve-month period ended
September 28, 2002. Furthermore, the Company gaglto the sellers an amount equal to fifteen tithesamount by which Alliant's
cumulative after-tax net income from October 1,268 September 30, 2005 exceeds $26.5 million,igemly however, that the aggregate
amount of any deferred earnout payment payablé¢ sbaéxceed $75.0 million. The Company shall alske retention payments aggregating
$5.0 million in equal annual installments on Sedien28, 2003, 2004, and 2005. The purchase priseall@cated to the assets acquired and
liabilities assumed, based on the estimated nevéiles at the date of acquisition of approxime$£.5 million. The excess of purchase price
over the estimated fair values of the net assefsised was recorded as goodwill. The business coatioins were recorded in accordance with
SFAS No. 141. See "ltem 8. Consolidated Finandiaie®nents and Supplementary Data—Note 1 and Note the Consolidated Financial
Statement+Significant Accounting Policies and Borrowing
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3. Earnings Per Share

The following is a reconciliation of ba&®S to diluted EPS for the years ended Decembet@®P, 2001, and 2000.

2002

Basic EPS

Income available to common stockhold
Effect of Dilutive Securities

Stock options and restricted stc

Diluted EPS
Income available to common stockholders plus asduwrnaversion:

2001

Basic EPS

Income available to common stockhold
Effect of Dilutive Securities

Stock options and restricted stc

Diluted EPS
Income available to common stockholders plus asdwnaversion:

2000

Basic EPS

Income available to common stockhold
Effect of Dilutive Securities

Stock options and restricted stc

Diluted EPS
Income available to common stockholders plus asdwnaversion:
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Years Ended December 31,
2002, 2001, and 2000

Net Income

Weighted-
Average
Shares

Per Share
Amount

(Dollars and shares in thousands,
except per share amounts)

$ 53,35¢ 44,00C $ 1.21

— 1,08( —
$ 53,35¢ 45,08( $ 1.1¢
eee———" e EE——
$ 88,15 47,72¢  $ 1.8t

— 1,423 —
$ 88,15 49,15 % 1.7¢
eee———" e EE——
$ 159,06¢ 46,65¢ $ 3.41

— 2,56¢ —]
$ 159,06¢ 49,22( % 3.2¢
EEee————" S EE——

4. Restrictions on Cash Balances

The Bank is required to maintain resengssrest customer deposits by keeping balances hith-rederal Reserve Bank of San Francis
a noninterest-bearing cash account. The minimumired reserve amounts were $2.8 million and $121Bom at December 31, 2002 and
2001, respectively. The average required reserlamba totaled $10.2 million in 2002 and $17.3 rillin 2001. The Company has restricted
cash related to the Trust Preferred Securitiedinigt$2.0 million and $0 at December 31, 2002 a@@12 respectively. See "ltem 8.
Consolidated Financial Statements and Supplemebtaty—Note 12 to the Consolidated Financial StatesaeTrust Preferred Securities."

5. Securities Purchased under Agreement to Resell

Securities purchased under agreement &l s@sDecember 31, 2002 consisted of U.S. Treasecyrities, U.S. agency securities, and

private label mortgage-backed securities, whichraired A or better. The securities underlying theeament are held in book-entry form in the

Company's name in the custodian's account. Sezuptirchased under agreement to resell totaled B2tition at December 31, 200



averaged $145.0 million in 2002, and the maximunoam outstanding at any month-end during 2002 v@&=l® million.
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6. Investment Securities

The following tables detail the major compots of the Company's investment securities dartka December 31, 2002 and 2001.

December 31, 2002

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
(Dollars in thousands)
Available-for-sale securities
U.S. Treasury securities $ 20,35¢  $ 224 $ — % 20,57¢
U.S. agencies and corporations:
Discount notes and bon 193,60t 3,931 — 197,54!
Mortgage-backed securities 152,63: 6,30: — 158,93t
Asset-backed securities 38,30« 214 (20 38,50¢
Collateralized mortgage obligatio 415,30: 4,92: (64) 420,16:
Obligations of states and political subdivisions 201,53 8,98¢ — 210,51
Commercial paper and other debt securities 12,84¢ — (2,700 11,14¢
Money market mutual func 378,93 — — 378,93
Warrant securities 25 814 — 83¢
Venture capital fund investments 13€ — (125) 11
Other equity investments( 7,05¢ — — 7,05k
Total availabl-for-sale securitie $ 1,420,73. $ 25,39¢ $ (1,899 1,444,23.
I I I I
Non-marketable securities at co
Federal Reserve Bank stock and tax credit fu 25,64¢
Federal home loan bank stc 2,17:
Venture capital fund investments(2) 46,82:
Other private equity investments| 16,82(
Total nor-marketable securitie 91,46
Total investment securitie $ 1,535,69:
I
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December 31, 2001
Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
(Dollars in thousands)
Available-for-sale securities
U.S. Treasury securities $ 85,13( $ 18 $ — % 85,14¢
U.S. agencies and corporations:
Discount notes and bon 419,61: 6,561 (330) 425,84:
Mortgage-backed securities 139,81: 2,81t (1393 142,49:
Collateralized mortgage obligations 153,27¢ 1,79: (758 154,31
Obligations of states and political subdivisic 418,60! 3,19¢ (169) 421,63



Commercial paper and other debt securities 34,80( — — 34,80(
Money market mutual func 494,23( — — 494,23(
Warrant securities 192 2,21: — 2,40¢
Venture capital fund investments 142 — (73) 69
Other equity investmen 50 — (45) 5
Total availabl-for-sale securitie $ 1,745,85. $ 16,59¢ $ (1,50¢) 1,760,94
| | | |
Non-marketable securities at co
Federal Reserve Bank stock and tax credit fu 19,86"
Venture capital fund investments| 38,64
Other private equity investments(3) 13,70t
Total nor-marketable securitie 72,22(
Total investment securitie $ 1,833,16;
|
@ Available-for-sale other private equity investmeinisuded $7.1 million related to investments owhgdwo consolidated limited partnerships, TautuB, and Libra, L.P. as of
December 31, 2002. The Company has a controllingeoship interest of less than 1% in the funds.
@ Non-marketable venture capital fund investmentuihed $22.1 million and $16.5 million related t@ t8ompany's fund of funds, SVB Strategic Inveskamsd, L.P., as of

December 31, 2002 and 2001, respectively. The Coynpas a controlling ownership interest of 11.1%hia fund. Excluding the minority interest ownedtm of SVB Strategic
Investors Fund, L.P., the Company has non-marketedsiture capital fund investments of $27.2 milléord $24.0 million as of December 31, 2002, andL268spectively.

@) Non-marketable other private equity investmentsuitied $10.0 million and $5.1 million related to tBiempany's venture capital fund, Silicon Valley Bdentures, L.P., as of
December 31, 2002 and 2001, respectively. The Coynpas a controlling ownership interest of 10.7%hia fund. Excluding the minority interest ownedtjmm of Silicon Valley
BancVentures, L.P., the Company has non-marketthir private equity investments of $7.9 milliord&#9.1 million as of December 31, 2002, and 2084pectively.

The amortized cost and fair value of inestt securities classified as available-for-salBetember 31, 2002, categorized by remaining
contractual maturity, except for variable rate arctate securities, which use the next reset a@sithe maturity date, are shown below.

Expected remaining maturities of mortgage-backedrtges, collateralized mortgage obligations aalfable U.S. agency securities may differ

significantly from contractual maturities becauserbwers may have the right to call or prepay ddtlons with or without penalties. Warrant

securities, venture
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capital fund investments, other private equity stweents, Federal Home Loan Bank Stock, FederalriRe8&ank stock, and tax credit funds

were included in the table below as due after tary.

Due in one year or le:

Due after one year through five ye
Due after five years through ten ye
Due after ten yeal

Total

December 31, 200:

Amortized Carrying
Cost Value

(Dollars in thousands)

$ 499,79( $ 498,52t
277,45 285,71
134,68 141,74t
600,26° 609,70t
$ 1512,19" $ 1,535,69

Investment securities with a fair values8D.4 million and $87.5 million at December 31, 2@Mhd 2001, respectively, were pledged to
secure certain public deposits and a line of cretdihe Federal Reserve Bank of San Franciscoutidaeindow. For further information, see
“Item 8. Consolidated Financial Statements and Buppntary Data—Note 11 to the Consolidated Findr8tetements—Borrowings."

The cost of investment securities is deteesh on a specific identification basis. The follogitable presents the components of gains and

losses on investment securities, excluding wawmgairts, for the years ended December 31, 2002, 20@i{12000.

Years Ended December 31



2002 2001 2000

(Dollars in thousands)

Gross gains on investment securi $ 94z $ 1,12¢ $ 37,21*
Gross losses on investment securi 10,767 13,50: 15C
Net (losses) gains on investment securitie $ (9,825 $ (12,379 $ 37,06¢

@ Net (losses) gains on investment securities inclu(&.7) million and $(3.0) million related to tl®mpany's fund of funds, SVB Strategic Investorsd;L.P., for the years ended
December 31, 2002 and 2001, respectively. The Coynpas a controlling ownership interest of 11.1%hia fund. In addition, net gains (losses) on itmesit securities included
$(0.7) million and $(3.5) million related to the @pany's venture capital fund, Silicon Valley Banouees, L.P., for the years ended December 31, 2862001, respectively.
The Company has a controlling ownership interegt00o7% in the fund. Excluding the minority interestned portions of SVB Strategic Investors Fund.land Silicon Valley
BancVentures, L.P., the Company has net (lossés$ ga investment securities of $(4.1) million &{8.6) million for the years ended December 31,2@Md 2001, respectively.

Warrant gains totaled $1.7 million, $8.8liom, and $86.3 million in 2002, 2001, and 200&spectively.
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7. Loans and the Allowance for Loan Losses

The detailed composition of loans, netéarned income of $11.8 million and $11.9 milliaib@cember 31, 2002 and 2001, respecti
is presented in the following table:

December 31,

2002 2001

(Dollars in thousands)

Commercial $ 1,756,18. $ 1,536,84!
Real estate constructic 43,17¢ 52,08¢
Real estate terr 56,19( 50,93¢
Consumer and othi 230,53( 127,17(
Total loans $ 2,086,081 $ 1,767,03

The Company's loan classifications for ficial reporting purposes differ from those for redory reporting purposes. Loans are class
for financial reporting purposes based upon th@ase and primary source of repayment of the ldamans are classified for regulatory
reporting purposes based upon the type of colleseiring the loans.

A substantial percentage of the Compawged are commercial in nature, and such loansererglly made to emerging growth or
middle-market companies in a variety of industrigs of December 31, 2002, the Company's softwanks tand applications industry subsector
represented 16.2% of total loans, premium windridastry sector represented 13.2% of total loaesfwre capital industry subsector
represented 11.8% of total loans, and our privatking industry subsector represented 10.3% of ltmaais. No other industry sector
represented more than 10.0% of total loans at Dbeefil, 2002.

The activity in the allowance for loan lesss summarized below:

Years Ended December 31

2002 2001 2000

(Dollars in thousands)

Balance at January $ 72,378 $ 73,80( $ 71,80(
Provision for loan losse 3,882 16,72 54,60:
Loans charged o (27,939 (38,785 (63,38()
Recoveries 22,17¢ 20,63¢ 10,77¢

Balance at December 2 $ 70,50 $ 72,378 % 73,80(



The aggregate recorded investment in Ié@anghich impairment has been determined in acawrdavith SFAS No. 114 totaled $20.4
million and $17.3 million at December 31, 2002 &1, respectively. The allowance for loan lossdarice of $70.5 million, $72.4 million,
and $73.8 million have been allocated to the tgptass loans balance of $2.1 billion, $1.8 billiand $1.7 billion as of December 31, 2002,
2001 and 2000, respectively. During 2002 and 288haccrual loans represented all impaired loanscations of the allowance for loan
losses related to impaired loans totaled $6.5 onilit December 31, 2002 and $7.4 million at DecerBbe2001. Average impaired loans for
2002, 2001, and 2000 totaled $19.6 million, $21iion, and $24.3 million, respectively. If theseahs had not been impaired, $1.3 million,
$2.1 million, and $1.4 million in interest income@wd have been realized during the years endedrbeee31, 2002, 2001, and 2000,
respectively. The Company realized no interestrimeon such impaired loans during 2002 or 2001.
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8. Premises and Equipment
Premises and equipment consist of theiofig:
December 31
2002 2001
(Dollars in thousands)

Cost:

Furniture and equipme $ 23,101 % 22,35¢

Leasehold improvemen 16,821 16,80¢
Total cost 39,92¢ 39,16(
Accumulated depreciation and amortizat (22,047 (17,449
Premises and equipmr-net $ 17,88¢ % 21,71¢

The Company is obligated under a numberoicancelable operating leases for premises tipéteeat various dates through
October 2008, and in most instances, include optiomenew or extend at market rates and termd Bases may provide for periodic
adjustments of rentals during the term of the ldgse=d on changes in various economic indicatdrs fallowing table presents minimum
payments under noncancelable operating leasesZeceinber 31, 2002:

Years Ended December 31,

(Dollars in thousands)

2003 $ 11,56¢
2004 10,927
2005 6,78
2006 2,89¢
2007 2,171
2008 and thereafte 97¢
Total $ 35,32t

|

Rent expense for premises leased undeatipgieases totaled $13.7 million, $10.2 milliand $5.4 million for the years ended
December 31, 2002, 2001 and 2000, respectivel®002, the Company exited leased premises, locat8dita Clara, California,
approximating 18,000 square feet. The lease obuHding will expire in August 2005. The managemeéatermined that the premises would
have no future economic value to the Company'satipgis, except for any potential future sub-leasengement. Therefore, during 2002, the
Company incurred charge-offs of approximately $Rillion related to the exit of these premises.

9. Goodwill

The goodwill balance at December 31, 20@2 Becember 31, 2001 was $100.5 million and $96ldbm respectively. The increase of
$4.2 million in 2002 over 2001 was related to $hiflion for the acquisition of Woodside Asset Maeawent, Inc., and $2.3 million related



certain contingent purchase price payments, whicluded 75% of the pre-tax income of Alliant foethine months ended September 30,
2002, pursuant to the terms of the acquisition exgent, see "Item 8. Consolidated Financial Stat¢sreamd Supplementary Data—Note 2 to
the Consolidated Financial Statements—Business @atibns." In accordance with the provisions of SF242, the goodwill balance was
determined to be unamortizable. The Company comgliégs initial test for goodwill impairment in JuB002, the results of which concluded
that the goodwill balance was not impaired.
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10. Deposits

The aggregate amount of time deposit adsandividually exceeding $100,000 totaled $530iBion and $653.5 million at December :
2002 and 2001, respectively. At December 31, 208% deposit accounts, individually exceeding $000, totaling $530.2 million were
scheduled to mature within one year.

11. Borrowings

As of December 31, 2002, the Company hatl 88llion, and $17.4 million in short-term borravgs and long-term debt, respectively.
These borrowings were recorded in relation to tiusition of Alliant Partners and are payablehte tormer owners, who are now employed
by the Company. The short-term note payable, dpgeSeer 30, 2003, has a face value of $9.3 millioterest expense related to short-term
borrowings was $1.1 million and $0.3 million foethears ended December 31, 2002 and 2001, resglgcihe longterm note payable, due
two equal annual installments commencing Septei28e2004, has a face value of $18.7 million. Indeexpense related to longrm debt wa
$0.6 million and $0.2 million for the years endedc@mber 31, 2002 and 2001, respectively. Thess matee discounted over their respective
terms, based on market interest rates as of Septe28h2001; see "ltem 8. Consolidated Financialedtents and Supplementary Data—
Note 2 and Not19—Business Combinations and Related Parties."Cidmpany currently has available federal funds a&reslof credit
facilities totaling $120.0 million, which were uragsat December 31, 2002.

12. Trust Preferred Securities

In May 1998, the Company issued $40.0 orilin cumulative trust preferred securities throaghewly formed specigdurpose trust, SVI
Capital I. The trust is a wholly owned consolidasedbsidiary of the Company and its sole assettharginior subordinated deferrable interest
debentures. Distributions are cumulative and ayalple quarterly at a rate of 8.25% per annum ofthged liquidation amount of $25 per
preferred security. Distributions of $3.3 milliorere paid for each of the years ended December@®R, 2001 and 2000. The obligations of
trust are fully and unconditionally guaranteed acsubordinated basis, by the Company. The truétipee securities are mandatorily
redeemable upon the maturity of the debenturesine 15, 2028, or to the extent of any earlier rgatean of any debentures by the Company,
and are callable beginning June 15, 2003. Issuemsts of $1.6 million related to the trust prefdrsecurities were deferred and are being
amortized over the period until mandatory redemmptibthe securities in June 2028. Based on the &pshibsing price, the fair value of the
trust preferred securities totaled $38.7 million $36.6 million as of December 31, 2002 and 208dpectively.

On June 3, 2002, the Company entered id@ri@ative agreement, that provided a $1.1 milliecrease in trust preferred security
distribution expense for 2002. See "Item 8. Comlstéid Financial Statements and Supplementary Dataéte-I8 to the Consolidated Financial
Statements—Derivative Financial Instruments."

13. Derivative Financial Instruments

Derivative instruments that the Companysus®a part of its interest rate risk managemegtin@dude interest rate swaps, caps, and fl
and forward contracts. On June 3, 2002, Silicoereatinto a derivative agreement with a notionabant of $40.0 million. The agreement
hedges against the risk of changes in fair valseaated with the Company's $40.0 million, fixeteral rust Preferred Securities. See "ltem 8.
Consolidated Financial Statements and Supplemebtatg—Note 12 to the Consolidated Financial StatesaeTrust Preferred Securities."
Changes in the fair
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value of the derivative agreement and the TrudePed Securities are primarily dependent on chafigenarket interest rates. The derivative
instrument has a fair value of $0.8 million thatswacorded in other assets at December 31, 2002.

Because the swap meets the criteria foslioet cut treatment, the benefit or expense igroeal in the period incurred. This derivative
agreement provided a benefit of $1.1 million in 200he terms of the derivative agreement providejtarterly receipt of a fixed-rate and
payment of London InteBank Offer Rate (LIBOR) plus a spread, based or$#®0 million notional amount. The derivative agreent mirror
the terms of the Trust Preferred Securities aretefiore, is callable by the counter-party anytirfteralune 15, 2003. The Company assumes nc
ineffectiveness as the interest rate swap agreemeets the shc-cut method requirements under SFAS 133 for fainerddedges of del



instruments. As a result, changes in the fair valulae derivative agreement are offset by chamg#se fair value of the Trust Preferred
Securities, and no net gain or loss is recognigeghrnings.

For the Company's Foreign Exchange Cordraictl Foreign Currency Option Contracts, see "Be@onsolidated Financial Statements
and Supplementary Data—Note 20 to the Consolidailegincial Statements—Financial Instruments with-Bdfance-Sheet Risk."

14. Segment Reporting

Prior to January 1, 2002, the Company dpdras one segment. On January 1, 2002, the Barnjarzed into five lines of banking and
financial services: Commercial Banking, MerchanhBag, Private Banking, Mergers and Acquisitionsv8&s, and Other Business Services.
As of December 31, 2002, the Commercial Bank igtiirecipal operating segment of the Company. Theaiaing segments do not meet
segment reporting criteria. Therefore, separatertieyy of financial segment information is not cilesed necessary. Segment data for 2002,
2001, and 2000 have been reflected below baseldeocutrent structure of the Company.

The Company's reportable segments areegtcatinits that offer different services to differelients. They are managed separately be:
each segment appeals to different markets andrdingty, requires different strategies.

The Company's primary source of revendmi® net interest income. Thus, the Company's setgree reported below using net interest
income. The Company also evaluates performance
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based on noninterest income and noninterest expgrads, which are also presented as measures mesggrofit and loss. The Company di
not allocate income taxes to the segments.

Commercial All
Bank Other Total

(Dollars in thousands)

2002
Net interest income after provision for loan los $ 180,38° $ 10,43¢ $ 190,82t
Noninterest income(1 61,07" 6,78: 67,85¢
Noninterest expense( 163,24 23,13( 186,37
Minority interest — 7,76 7,76
Income (loss) before tax exper 78,21¢ 1,85¢ 80,077
Total assets(z 3,691,44 491,73: 4,183,18.
2001
Net interest income after provision for loan los $ 239,79¢ $ 6,46 $ 246,26:
Noninterest income( 69,74¢ 1,08t 70,83
Noninterest expense( 168,97 14,51 183,48t
Minority interest — 7,54¢ 7,54¢
Income (loss) before tax exper 140,56¢ 58: 141,15:
Total assets(& 3,890,73 281,34 4,172,07
2000
Net interest income after provision for loan los $ 269,69. $ 555 % 275,24¢
Noninterest income(1 65,21: 124,41¢ 189,63(
Noninterest expense( 190,15¢ 8,20z 198,36
Minority interest — 46( 46(
Income (loss) before tax exper 144,74¢ 122,22¢ 266,97!
Total assets(z 5,418,93 207,84« 5,626,77!
@ Noninterest income (loss) presented in all othéuroa included warrant income of $1.7 million, $8alion, and $86.3 million for years ended DecemBg&r 2002, 2001, and 20!
respectively.
@ Commercial Bank column included depreciation andrization of $7.9 million, $8.5, and $3.8 millidor years ended December 31, 2002, 2001, and 266pectively.
@) Total assets presented in all other column inclugteatiwill, which was primarily related to AllianaRners of $100.6 million, $96.4 million, and $0llion for years ended

December 31, 2002, 2001, and 2000, respecti



15. Common Stock Repurchase

The Company has repurchased 3.3 million shareommon stock totaling $59.7 million during 20@h conjunction with the $100.0
million share repurchase program authorized byBih&rd of Directors on September 16, 2002. Additilgnauring 2002, the Company
repurchased 2.3 million shares of common stocKibgt&$50.2 million in conjunction with the $50.0 lfron shares repurchase program
authorized by the Board of Directors on March 2102

In November 2002, the Company enteredamtaccelerated stock repurchase (ASR) agreeméautitibate the repurchase of our shares of
common stock. Pursuant to the agreement, the Coymmachased approximately 2.25 million shares ftbencounterparty for approximately
$40 million. The agreement has a five-year ternrimuthe term of the agreement, the Company hasbhgation to
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sell shares to the counterparty equal to the numbghnares the Company purchased from them atutseoof the agreement. The Company
may fulfill this obligation either by buying sharigsthe open market and selling those shares todbaterparty at forward prices specified in
the agreement or by issuing new shares and remitiiem to the counterparty in exchange for the &odaprice. The forward price is based ¢
formula that begins with the price of the initialrphase and is adjusted for fees and commissiahtharength of time from the initial purchi
to when shares are sold or delivered to the copatsr. The Company has complete discretion asedaithing and number of shares that the
Company sells to the counterparty subject to a ¢atime minimum of 20% by the end of each year ef digreement. Thus, the Company is
required to sell to the counterparty 20% of theaafiin the ASR by the first anniversary date, 4@2the second anniversary date, and so on.

The Company accounted for the initial pagmender the ASR as a purchase of treasury stockitee Company subsequently retired tt
shares. The obligation under the forward contiobit recorded in the Company's financial statesydmitt, rather, treated as a contingent
obligation. Under the agreement, the number ofeshtr be issued by the Company, if the Company vespaired to pay the counterparty and
elected to net settle in shares, is capped at #lidnmAs of the end of 2002, the Company had pased in the open market and sold to the
counterparty approximately 1.56 million shares legiess than 700,000 shares remaining under tineafd contract obligation.

Based on the Company's stock price atmideog the fourth quarter of 2002, it would pay appmately $356,000 in cash to the
counterparty to settle the contract. However, farg one dollar of change in the average pricdhvef@ompany's common stock during the
valuation period, the settlement amount would cleangapproximately $700,000. Subsequent to theoétite year, but prior to filing its
Report on Form 10-K, the Company completed allgatlons under the ASR.

The Company repurchased approximately 4088Pshares of common stock totaling $99.9 miltloming 2001, in conjunction with the
5,000,000 share repurchase program authorizedebBdhard of Directors on April 5, 2001.
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16. Income Taxes

The components of the Company's provisisrirfcome taxes consist of the following:

Years Ended December 31,

2002 2001 2000

(Dollars in thousands)

Current provision

Federal $ 17,74¢  $ 40,61 $ 89,41t

State 7,28¢ 14,34 23,61¢
Deferred expense (benefi

Federal 4,407 (112 (6,205

State (2,720 (1,84¢) 1,07¢
Income tax expens $ 26,71¢ $ 52,99¢ $ 107,90°

Reconciliation between the federal stauitocome tax rate and the Company's effective iresta rate is shown below.



Years Ended December 31,

2002 2001 2000
Federal statutory income tax r: 35.(% 35.(% 35.(%
State income taxes, net of the federal tax e 3.7 5.8 6.C
Tax-exempt interest incon (2.9 (2.9 (0.9
Low-income housing tax crec (2.7 (0.9 —
Othel-net 0.2 (0.2 0.3
Effective income tax rat 33.4% 37.5% 40.4%

| | |

Deferred tax assets (liabilities) consfsthe following:

December 31,
2002 2001
(Dollars in thousands)
Deferred tax asset
Allowance for loan losses $ 29,03( % 28,02:
Other accruals not currently deductil 15,56 7,94(
State income taxes 1,70¢ 4,19t
Depreciation and amortization 23 4,61¢
Deferred tax asse 46,32: 44,77¢
Less: Valuation allowanc — —
Deferred tax assets, net of valuation allowe 46,32: 44,77¢
Deferred tax liabilities
Earnings from pa-through entitie: (3,407 (600)
Other deferred tax liabilities (431) —
Net unrealized gain on availa-for-sale securities (9,127 (5,41%)
Deferred tax liabilitie: (12,96)) (6,01%)
Net deferred tax asse $ 33,36, % 38,75¢
| |
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The Company believes a valuation allowdac®t needed to reduce the net deferred tax aagsétss more likely than not that the net
deferred tax assets will be realized through regowétaxes previously paid and/or future taxableome.

17. Comprehensive Income

Components of other comprehensive incowmss|lincluding the related income tax expense petfie consist of the following:

Years Ended December 31,

2002 2001 2000

(Dollars in thousands)

Change in unrealized gains (losses) on avai-for-sale

investments
Unrealized holding gain $ 8,71t % 19,85:! $ 57,82«
Related income tax effe (2,91)) (7,45%5) (23,372



Reclassification adjustment for gains includedéhincome (1,662 (8,527 (123,38)
Related income tax effe 55¢ 3,20( 49,87:

Other comprehensive income (lo. $ 4691 $ 7,07t $ (39,067)

18. Employee Benefit Plans

The Silicon Valley Bank 401(k) and Employ®teck Ownership Plan (the "Plan”) is a combinetl(KDtax-deferred savings plan and
employee stock ownership plan (ESOP) in which mlpyees of the Company are eligible to participate

Effective January 1, 2003, employees padiing in the 401(k) component of the Plan arevedid to contribute up to 75% of their pre-tax
compensation as defined in the plan, up to a maxirati$12,000 in a fiscal year. The amount of satieferred is not subject to federal or state
income taxes at the time of deferral. As of Decen®tie 2002, the Company matched up to $1,000 enaployee's contributions, per annum,
which vested at 20% per year. Effective Januag003, the Company will match up to 5% of employeelstribution to the 401(k) plan, whi
will vest immediately. The Company's matching 4QX@ntributions totaled $0.9 million in 2002, $@r@llion in 2001 and $0.7 million
in 2000.

As of December 31, 2002, the Silicon VaBgnk Money Purchase Pension Plan (the "MPP Plargjanteed a quarterly contribution to
all individuals that were employed by the Companyttte first and last day of a fiscal quarter. Tleerfpany contributed cash in an amount
equal to 5.0% of an eligible employee's quartedgebsalary, less Internal Revenue Code (IRC) Sedfid(k) and Section 125 deferrals.
Effective January 1, 2003, the Company merged tR® \lan balances into the 401(k) plan, which cometito vest at 20% per year. The
Company will not make any future contribution todsthe MPP plan. The Company's contributions tdMR® Plan totaled $3.4 million in
2002, $2.7 million in 2001 and $2.4 million in 2000

The Company expects that contribution$i&0401(k) plan in 2003 will approximate the sunttaf payments to the 401(k) plan and the
MPP plan in 2002.

Discretionary ESOP contributions, basedhenCompany's net income, are made by the Compealy ¢ligible individuals employed by
the Company on the last day of the fiscal year. The
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Company may elect to contribute cash, or the Coylpaa@mmon stock, in an amount not exceeding 1@D&be eligible employee's base
salary earned in the fiscal year, less IRC Seectfafli(k) and Section 125 deferrals. The ESOP coritdbsi vest in equal annual increments over
five years.

The Company's contributions to the ESORI¢0t$0.4 million in 2002, $0 in 2001, and $4.5lirl in 2000. At December 31, 2002, the
ESOP owned 1,445,173 equivalent shares of the Coytgpeommon stock. All shares held by the ESORraeted as outstanding shares in
both the Company's basic and diluted earningshmmescomputations. At December 31, 2002, the cognpad zero shares committed to the
ESOP program.

The Company maintains an employee stoc&hase plan (ESPP) under which participating emgsyaay annually contribute up to
10.0% of their gross compensation to purchase sludrdne Company's common stock at 85% of itsrfairket value at either the beginning or
end of each six-month offering period, whichevacgis less. All employees of the Company are kel@io participate in the ESPP. The ESPP
is noncompensatory to the employees and results expense to the Company. For the first six-moffiering period of 2002, 68,604 shares
of the Company's common stock were issued at $22R4hare, while 102,339 shares of the Companysron stock were issued at $15.51
per share for the second six-month offering peabd002. At December 31, 2002, a total of 1,457 ,864res of the Company's common stock
were reserved for future issuance under the ESaR Pl

In 2002, the Company approved a benefit,glde Employee Home Ownership Plan (EHOP), whiclviges for the issuance of mortgage
loans to eligible employees at favorable interatts. Eligible employees may apply for a fixed rat@tgage on their primary residence, which
is amortized over 30 years and is due and payalfled years. Applicants must qualify for a loanaigh the usual mortgage review and
approval process, which is typical of industry s@mls. The maximum loan amount cannot be greaaer80.0% of the lesser of the purchase
price or the appraised value. The interest ratthemote is written at the then market rate of &8/1) mortgage loans as determined by the
Company. However, provided that the applicant cags to meet all of the eligibility requirements;luding employment at the Company, the
actual rate charged to the borrower shall be 2.68vibthe market rate. The loan rate shall not be tean 25 basis points over the greater of
either the five-year Treasury Note rate or the rhiynApplicable Federal Rate for medium term loasgablished by the IRS. The Loan Rate
will be fixed at the time of approval and locked 89 days.

The following table includes EHOP loanstioemployees:



Year Ended
December 31,
2002

(Dollars in thousands)

Balance at January =
Loan proceeds disbursed for EH! $ 9,40¢

Loan repayments for EHC (447)
Balance at December & $ 8,95¢

Each of the Company's active stock optiamp has been approved by its stockholders. Thep@oy's 1997 Equity Incentive Plan (the
"1997 Plan"), provides for the granting of incestand nonstatutory stock options which entitleaoes, employees, and certain other parties
to purchase
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shares of the Company's common stock at a priceessthan 100% and 85% of the fair market valuth@icommon stock on the date the
option is granted for incentive and nonstatutoogcktoptions, respectively. Options may vest oveious periods not in excess of five years
from the date of grant and expire five to ten ydaos the date of grant. Subsequent to Decembe2®12, the Board of Directors of the
Company approved an amendment to the Plan, whihides that the exercise price of each nonstatugimrgk option shall be not less than
eighty-five percent (85%) of the fair market vahfethe stock subject to the option on the dateotttéon is granted and will be in lieu of cash
compensation.

The table below provides stock option infation related to the 1983 and 1989 stock optiangphnd the 1997 Plan:

2002 2001 2000

Weighted- Weighted- Weighted-

Average Average Average

Exercise Exercise Exercise

Shares Price Shares Price Shares Price

Outstanding at January 5174,74. $ 20.8( 4,579,57. $ 17.9: 3,803,25! $ 9.2t
Granted 2,147,70! 24.7: 1,460,901 25.9¢ 2,069,10! 28.4:
Exercised (562,987 11.9C (613,609 8.1 (1,066,53) 745
Forfeited (524,83() 26.4¢ (252,129 29.9¢ (226,25() 16.8¢
Outstanding at December & 6,234,63i $ 22.6: 5174,74. $ 20.8( 4,579,57. $ 17.9:

Exercisable at December ¢ 2,184,181 $ 19.0¢ 1,736,52 $ 14.8¢ 1,278,47' $ 9.1C

The following table summarizes informataout stock options outstanding as of Decembe?@12:

Options Outstanding Options Exercisable

Weighted-
Average
Remaining Weighted- Weighted-
Ranges of Number Contractual Average Number Average
Exercise Prices Outstanding Life in Years Exercise Price Exercisable Exercise Price
$ 7.8¢-8.94 824,05( 5.21 $ 8.64 669,55( $ 8.57
9.1€-17.00 738,07¢ 6.4 14.5¢ 471,32¢ 14.2¢
17.07-22.50 982,28:¢ 9.72 19.2¢ 17,47¢ 18.9¢
23.69 909,87t 7.3C 23.6¢ 442,13¢ 23.6¢
23.7€¢-25.07 125,62¢ 9.1: 24.5¢ 2,00(¢ 24.7¢
26.00 657,97¢ 8.8¢ 26.0C 166,77. 26.0(
26.0:-29.26 640,50( 8.3¢ 26.3¢ 143,87" 26.2¢
29.75-31.25 225,75( 8.41 30.9¢ 67,75( 31.0C
31.29 733,02! 9.3( 31.2¢ — —
31.6¢-58.25 397,47¢ 7.7¢ 39.7( 203,30: 39.7(



$ 7.8658.25 6,234,633 7.92 $ 22.6¢ 2,184,18; $ 19.0¢

At December 31, 2002, options for 1,035,%R&res were available for future grant under them@any's 1997 plan. There were no shares
available for future grant under the Company's 1883 1989 stock option plans.
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The Company's 1997 Plan provide for thentjng of shares of the Company's common stockrecthrs, employees, and certain other
parties. Shares granted to employees under thase play be subject to certain vesting requiremeamdsesale restrictions (restricted stock).
For restricted stock, unearned compensation eqnvab the market value of the Company's commorksto the date of grant is charged to
stockholders' equity and amortized into noninteggpiense over the vesting term. In 2002 and 20@lCbmpany did not issue restricted stock.
In 2000, 129,776 shares of restricted stock wenaeid to employees at a weighted-average fair \629.48 per share. At December 31,
2002, there were 244,503 shares of restricted siotdtanding, and the vesting of these shares setwarious periods through the year 2004.

The Company recognized $1.0 million, $1illiom and $2.2 million in employee stock-based gansation costs resulting from the
amortization of unearned compensation relatedsicted stock, stock options and other miscellasemmployee stock awards during 2002,
2001, and 2000, respectively.

The weighted-average fair values of optigrested to employees, directors and certain qihagies were $10.69, $14.96 and $22.40 per
share in 2002, 2001, and 2000, respectively. Hathemsation cost related to both the Company's siptikn awards to employees and
directors and to the ESPP been determined unddaithealue method prescribed under SFAS No. 128 Gompany's net income, basic
earnings per share and diluted earnings per shauiaave been the pro forma amounts indicatedabelo

Years Ended December 31

2002 2001 2000

(Dollars in thousands, except per share amount:

Net income:
As reportec $ 53,35¢ $ 88,15. $ 159,06¢
Pro forma 36,48( 73,00: 148,89
Basic earnings per shal
As reported $ 121 $ 18t $ 3.41
Pro forma 0.8: 1.52 3.1¢
Diluted earnings per shat
As reported 1.1¢ 1.7¢ 3.2t
Pro forma 0.84 1.54 3.07

The fair value of the stock option gram2002, 2001, and 2000 used in determining thdqgroa net income and the basic and diluted
earnings per share amounts indicated above wamadstl using the Black-Scholes option-pricing mosligh the following assumptions:

Years Ended December 31,

2002 2001 2000
Dividend yield 0.C% 0.C% 0.C%
Expected life of options in yea 5 5 5
Expected volatility of the Company's underlying ecoon stock 45.1% 64.2% 105.1%
Expected ris-free interest rat 3.C% 4.2% 5.C%

The expected volatility of the Company'sientying common stock and the expected risk-fréere@st rate were calculated using a term
commensurate with the expected life of the options.
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Compensation expense related to the ESRB0R, 2001 and 2000, used in determining the gmod net income and basic and diluted
earnings per share amounts indicated above, wasd exthe difference between the fair value of@mmpany's common stock when issi



under the ESPP and the actual price paid by emetoieacquire the common stock.
19. Related Parties

Certain directors and employees have l@antes outstanding with the Company at Decembe2(®12, and 2001. These loans have
primarily been granted by the Company for the paepof assisting employee relocations, and typiéatiiude terms more favorable than those
prevailing at the time for comparable transactiaith other borrowers. Additionally, the followinghile details the activity related to EHOP
loans, see "ltem 8. Consolidated Financial Statésnmmd Supplementary Data—Note 18 to the ConselitlBinancial Statements—Employee
Benefit Plans,” made by the Company to Executiviic&fs of the Company who are deemed to be sutijdabie requirements of Section 16 of
the Securities and Exchange Act of 1934, as of béee 31, 2002.

Years Ended
December 31,

2002 2001

(Dollars in thousands)

Balance at January $ 2348 $ 2,11
Loan proceeds disbursed for relocat 47¢ 35C
Loan repayments for relocati (755) (115)
Loan proceeds disbursed for EH! 3,50( —
Loan repayments for EHC (46) —
Balance at December 2 $ 552: $ 2,34¢

The borrowings described under "ltem 8. &xtidated Financial Statements and Supplementatg-Biote 11 to the Consolidated
Financial Statements—Borrowings" are due to thinggbartners of Alliant who are employees of thengpany.

20. Financial Instruments with Off-Balance-Sheet Rik

In the normal course of business, the Cappses financial instruments with off-balance shisé to meet the financing needs of its
customers. These financial instruments include citments to extend credit, commercial and standtigre of credit, foreign exchange
options, and foreign exchange forward contractes€linstruments involve, to varying degrees, elésnafrcredit risk. Credit risk is defined as
the possibility of sustaining a loss because oplaeties to the financial instrument fail to perfoimaccordance with the terms of the contract.

Commitments to Extend Credit

A commitment to extend credit is a formgiteement to lend funds to a client as long as tiseme violation of any condition establishec
the agreement. Such commitments generally havd Bxeiration dates, or other termination claused,wsually require a fee paid by the cli
upon the Company issuing the commitment. Commitsyesttich are available for funding, due to clientseting all collateral, compliance and
financial covenants required under loan commitnagmeements, totaled $1.5 billion and $1.4 billibacember 31, 2002 and 2001,
respectively. Out of these available commitmentarzes, the fixed rate commitments were $133.lignilhnd
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$281.3 million at December 31, 2002 and 2001, retbpdy. The Company's exposure arising from irgerate risk associated with fixed rate
loan commitments is not considered material. Commeitts which are unavailable for funding, due terds not meeting all collateral,
compliance and financial covenants required unolem kommitment agreements, totaled $1.0 billion%ha@ billion at December 31, 2002 and
2001, respectively. The Company's potential exposucredit loss, in the event of nonperformancéhleyother party to the financial
instrument, is the contractual amount of the abélainused loan commitment. The Company uses the seedit approval and monitoring
process in extending loan commitments as it do@saking loans. The actual liquidity needs or theddrrisk that the Company has
experienced have historically been lower than trgractual amount of commitments to extend cregdidlise a significant portion of these
commitments expire without being drawn upon. ThenBany evaluates each potential borrower and thessacy collateral on an individual
basis. The type of collateral varies, but may idelueal property, bank deposits or business arsbpal assets. The potential credit risk
associated with these commitments is considerathimagement's evaluation of the adequacy of thevaiioe for loan losses.

Commercial and Standby Letters of Credit

Commercial and standby letters of creditesent conditional commitments issued by the Compa behalf of a client to guarantee the
performance of the client to a third party whentaierspecified future events have occurred. Comialdetters of credit are issued primarily
inventory purchases by client and are typicallyrt-term in nature. Standby letters of credit are tghycissued as a credit enhancement



clients' contractual obligations to third partiesis as landlords and often are cash-secured lgfithres. Letters of credit have fixed expiration
dates and generally require a fee paid by the m&stoapon the Company issuing the commitment. Feesrgted from these letters of credit
recognized in noninterest income over the commitrperiod. At December 31, 2002 and 2001, commeasgid| standby letters of credit tota
a combined $584.8 million and $748.1 million, restpesly.

The credit risk involved in issuing lettefscredit is essentially the same as that involwét extending loan commitments to clients, and
accordingly, the Company uses a credit evaluationgss and collateral requirements similar to tios®an commitments. The actual
liquidity needs or the credit risk that the Compdiag experienced have historically been lower tharcontractual amount of letters of credit
issued because a significant portion of these timmdil commitments expire without being drawn upon.

Foreign Exchange Forward Contrac

The Company enters into foreign exchangedod contracts with clients involved in internaité trade finance activities, either as the
purchaser or seller of foreign currency at a futlate, depending upon the clients' need. The Coyngaaters into an opposite way foreign
exchange forward contract with a correspondent pahich completely mitigates the risk of fluctuat®in foreign currency exchange rates
each of the foreign exchange forward contractsredtsto with its clients. These contracts are stemm in nature, typically expiring in less
than 90 days. At December 31, 2002 and 2001, tliena amounts of these contracts totaled $310lBomiand $97.9 million, respectively.
The maximum credit exposure for counter-party nofgpmance for foreign exchange forward contractthwioth clients and correspondent
banks amounted to $7.4 million at December 31, 2002$0.8 million at December 31, 2001. The Comgayincurred no losses from
counter-party nonperformance and anticipates padace by all counter-parties to such foreign exgbdonrward contracts.
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Foreign Currency Option Contrac

The Company enters into foreign currenciyampcontracts with clients involved in internatédrrade finance activities, either as the
purchaser or seller of foreign currency optiongetaling upon the clients' need. The Company eimtrsn opposite way foreign currency
option contract with a correspondent bank, whicmgietely mitigates the risk of fluctuations in fage currency exchange rates, for each o
currency option contracts entered into with itewis. These contracts typically expire in less taa year. At December 31, 2002 and 2001
notional amounts of these contracts totaled $49llmand $33.4 million, respectively. At Deceml&t, 2002, and 2001, the Company did
have any credit exposure for counter-party nonperémce for currency option contracts with bothritseand correspondent banks. The
Company has incurred no losses from counter-pamtyperformance and anticipates performance by athia-parties.

Commitments to Invest in Venture Capital Funds

In the merchant banking business, we makengitments to venture capital fund investments climn turn make investments in privately
held companies. Commitments to invest in thesedard generally made up to a ten-year period framriception of the venture capital fund.
The timing of future cash requirements to fund scmmmitments is generally dependent upon the vergapital investment cycle, the overall
market conditions, and the nature and type of itrigus which the privately held companies operdte of December 31, 2002, the Company
had remaining unfunded commitments of $18.5 miltervholly-owned venture capital fund investmenid 76.9 million to venture capital
fund investments through the fund of funds, SVEaf&fic Investors Fund, L.P. The Company has coradhitapital of $15.0 million to SVB
Strategic Investors Fund, L.P., representing anevgimp interest of 11.1%. As of December 31, 2@02 remaining unfunded commitment to
the fund was $11.1 million. Effective January 1020the Company's committed capital that can beaddly SVB Strategic Investors Fund,
L.P. was reduced to $13.5 million, thereby redugheyremaining unfunded commitment to $9.6 millibnaddition, the Company made a
capital commitment of $6.0 million to our venturgpital fund, Silicon Valley BancVentures, L.P. ilnish we have an ownership interest of
10.7%. The remaining unfunded commitment to thelfwas $4.0 million as of December 31, 2002.

21. Fair Value of Financial Instruments

SFAS No. 107, "Disclosures about Fair Valti€inancial Instruments,” requires that the Conmypdisclose estimated fair values for its
financial instruments. Fair value estimates, meshenttl assumptions, set forth below for the Compdmancial instruments, are made solely
to comply with the requirements of SFAS No. 107 ahduld be read in conjunction with the Compangissolidated financial statements and
related notes.

Fair values are based on estimates or ledilons at the transaction level using presentesédechnigues in instances where quoted market
prices are not available. Because broadly tradetteteado not exist for many of the Company's finaniastruments, the fair value calculatic
attempt to incorporate the effect of current madagtditions at a specific time. Fair valuations m@nagement's estimates of the values, and
they are often calculated based on current pripoigies, the economic and competitive environmtrd,characteristics of the financial
instruments, expected losses, and other such fadihese calculations are subjective in natur@lirevuncertainties and matters of significant
judgment, and do not include tax ramificationsyéfiere, the results cannot be determined with pregj substantiated by comparisor
independent markets, and may not be realized actral sale or immediate settlement of the instntme here may be
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inherent weaknesses in any calculation technique changes in the underlying assumptions usedjdimg discount rates and estimates of
future cash flows, could significantly affect thesults. For all of these reasons, the aggregafitimredair value calculations presented herein
does not represent, and should not be construesgptesent, the underlying value of the Company.

The following methods and assumptions Haeen used to estimate the fair value of each ofafisancial instruments for which it is
practicable to estimate the value.

Cash and Cash Equivalents

This category includes cash and due fronkbainterest-bearing deposits in other finangiatitutions, federal funds sold, and securities
purchased under agreement to resell. The cashadgois are readily convertible to known amountsash and present insignificant risk of
changes in value due to maturity dates of 90 daysss. For these shar¥m financial instruments, the carrying amourd r@asonable estim:
of fair value.

Investment Securitie

For marketable investment securities clieskas available-fosale, fair values are based on quoted market ppicesded by a known ar
reputable pricing service or dealer quotes. The @om records its wholly-owned non-marketable ventapital fund investments and other
private equity investments on a cost basis lessdantified impairment. For the Company's ventuapital fund, Silicon Valley BancVentures,
L.P., and its fund of funds, SVB Strategic Investbund, L.P., the Company records the non-marketaiiture capital fund investments and
other private equity investments at fair value gsinvestment accounting rules. See "ltem 8. Codatdid Financial Statements and
Supplementary Data—Note 1 to the Consolidated EiadStatements—Significant Accounting Policies—ktgable Equity Securities."

Loans

The fair value of fixed and variable ratans is calculated by discounting contractual éasts using discount rates that reflect the
Company's current pricing for loans and the forwgdedd curve.

Deposits

The fair value of interest bearing depositsalculated by discounting the deposit balamsésg the Company's cost of borrowing funds in
the market and the forward yield curve. The Demdeyabsits are stated at face value. The deposiofiorivas segregated by core and rumme
deposits. In addition, the duration and interet& s@nsitivity of the individual deposit accoun@staken into account in determining the fair
value.

Short-term Borrowings and Long-term Debt
The fair value was calculated by discouptime contract cash flows using the forward yieldve.
Off-Balance Sheet Financial Instruments

For marketable off-balance sheet finanicisiruments that may include interest rate swagss,cand floors, the Company has estimated
the fair value of the instrument(s) based on rdgatenarket pricing sources or dealer quotes. Thagamy has not estimated the fair value of
off-balance sheet commitments to extend creditcmmdmercial letters of credit. Because of the urdety involved in attempting to assess the
likelihood and timing of a commitment being drawpon, coupled with the lack of an established mdfidkethese financial instruments,
management does not believe it is meaningful oetima@ble to provide an estimate of fair value.
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Limitations

The information presented herein is bagegdertinent information available to the CompanypfBecember 31, 2002 and 2001,
respectively. Although management is not awarengffactors that would significantly affect the estited fair value amounts, such amounts
have not been comprehensively revalued since tte racent year-end and the estimated fair valudéisesk financial instruments may have
changed significantly since that point in time.

The estimated fair values of the Compafiiyancial instruments at December 31, 2002 and 208Jresented below. Bracketed amounts
in the estimated fair value columns represent egéchcash outflows required to settle the obligetiat market rates as of the respective
reporting dates



December 31,

2002 2001
Estimated Estimated
Carrying Fair Carrying Fair
Amount Value Amount Value
(Dollars in thousands)
Financial Assets
Cash and due from ban 239,92° % 239,92 % 228,31t % 228,31t
Federal funds sold and securities purchased t
agreement to rese 202,66: 202,66: 212,21 212,21
Investment securities, at fair val 1,444,23 1,444,23 1,760,94. 1,760,94.
Non-marketable securitie 91,46 91,46 72,22( 72,22(
Net loans 2,015,58! 2,040,29 1,694,66: 1,717,371
Financial Liabilities:
Noninteres-bearing demand depos 1,892,12! 1,803,67: 1,737,66: 1,619,14.
NOW deposits 21,53: 18,67¢ 25,40: 20,75(
Money market deposi 933,25! 905,57. 894,94¢ 859,22t
Time deposit: 589,21¢ 588,89 722,96« 722,88
Shor-term borrowings 9,127 9,14( 41,20: 40,94¢
Long-term debi 17,397 18,16¢ 25,68t 25,31¢
Off-balance sheet financial asst
Interest rate swa 77¢ 77¢ — —

22. Legal Matters

Certain lawsuits and claims arising in éihdinary course of business have been filed opargling against the Company and/or the Bank.
Based upon information available to the Compasyratiew of such claims to date and consultatich w$ legal counsel, management
believes the liability relating to these actiorisny, will not have a material adverse effectlom €Company's liquidity, consolidated financial
position or results of operations.

23. Regulatory Matters

The Bank is subject to certain restrictionsghe amount of dividends that it may declaréaiit the prior approval of the Federal Reserve
Board and the California Department of Financiatimtions. At December 31, 2002, approximately.B18illion of the Bank's retained
earnings were available for dividend declaratioth®sCompany without prior regulatory approval.
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The Company and the Bank are subject tdalegmlequacy guidelines issued by the FederaliRedoard. Failure to meet minimum
capital requirements can initiate certain mandatony possibly additional discretionary actions éyulators that, if undertaken, could have a
material impact on the Company's and/or the Bdimésicial condition and results of operations. Unclpital adequacy guidelines and the
regulatory framework for prompt corrective actitimee Company and the Bank must meet specific cagitiglelines that involve quantitative
measures of the Company's and the Bank's balaeet istms, as well as certain off-balance shegtsitas calculated under regulatory
accounting practices. The Company's and the Baakial amounts and classifications are also stibjegualitative judgments by the
regulators about components, risk weightings ahdrdiactors.

Under these capital guidelines, the minintatal risk-based capital ratio and Tier 1 riskdxhsapital ratio requirements are 10.0% and
6.0%, respectively, of risk-weighted assets anthaeoff-balance sheet items for a well capitaligegository institution.

The Federal Reserve Board has also edtedlisinimum capital leverage ratio guidelines tatesmember banks. The ratio is determined
using Tier 1 capital divided by quarterly averagmltassets. The guidelines require a minimum @¥&for a well-capitalized depository
institution.

The following table presents the capitéibsfor the Company and the bank, as comparedetaninimum regulatory capital requirements
for an adequately capitalized depository institatias of December 31, 2002 and 2001:

Minimum
Actual Actual Minimum Capital
Ratio Amount Ratio Requirement



(Dollars in thousands)

As of December 31, 200
Total risk-based capital rati

Company 16.0% $ 555,97¢ 8.0% $ 277,38:

Bank 13.9% $ 463,43 8.0% $ 267,55¢
Tier 1 risk-based capital rati

Company 14.8% $ 512,30: 40% $ 138,69:

Bank 12.6% $ 421,32: 4.0% $ 133,77
Tier 1 leverage rati

Company 13.9% $ 512,30: 40% $ 147,76«

Bank 11.8% $ 421,32 40% $ 142,36!
As of December 31, 200
Total risk-based capital rati

Company 17.2% $ 604,44! 8.04 $ 281,71:

Bank 11.6% $ 385,40! 8.0% $ 265,05!
Tier 1 risk-based capital rati

Company 15.9% $ 560,10: 40% $ 140,85!

Bank 10.4% $ 343,60! 40% $ 132,52
Tier 1 leverage rati

Company 14.8% $ 560,10: 4.0 $ 151,66(

Bank 9.6% $ 343,60! 40% $ 142,86°
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24. Stockholders' Rights Plan

On October 22, 1998, the Company's Boadifctors adopted a stockholders rights plan {Bights Plan") designed to protect the
Company's stockholders from various abusive taketaatics, including attempts to acquire controthef Company without offering a fair
price to all stockholders. Under the Rights Plathestockholder received a dividend of one righteiach outstanding share of common stock
of the Company. The rights are attached to, anslemtéy only traded with, the common stock and areenitly not exercisable. Except as
specified below, upon becoming exercisable, alitddolders will be entitled to purchase from tlempany 1/1000th of a share of the
Company's preferred stock at a price of $120.0Gpare.

The rights become exercisable and will begitrade separately from the common stock ofXbmpany upon the earlier of 1. the tenth
day after a person or group has acquired benetevakership of 10% or more of the outstanding comistock of the Company or 2. the tenth
business day after a person or group announceslarter exchange offer, the consummation of whiokle/result in ownership by a person or
group of 10% or more of the Company's common stBekh right will entitle the holder to purchase coom stock of the Company having a
current market value of twice the exercise pricéhefright. If the Company is acquired through agee or other business combination
transaction or there is a sale of more than 50#hefCompany's assets or earning power, each rigjtentitle the holder (other than rights held
by the acquiring person) to purchase, at the esemiice, common stock of the acquiring entity hg\a value of twice the exercise price at the
time.

The Company's Board of Directors has theapany time after a person or group becomes a A6iter of the outstanding common stock
of the Company to exchange all or part of the gdbther than rights held by the acquiring pergonghares of common stock of the Company
provided that the Company may not make such anaggehafter the person becomes the beneficial oafrg0% or more of the Company's
outstanding common stock.

The Company may redeem the rights for $D€¥rh at any time on, or prior to, public annoameet that a person has acquired beneficial
ownership of 10% or more of the Company's commookstThe rights will expire on October 22, 2008laess earlier redeemed or exchanged.
The rights will not have any voting rights, but Mihve the benefit of certain customary atitistion provisions. The dividend distribution dife
rights was not taxable to the Company or its stotddrs.
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25. Parent Company Only Condensed Financial Informton



The condensed balance sheets of Silicoley8ancshares (parent company only) at Decemhe2(B12 and 2001, and the related

condensed statements of income and condensed stateai cash flows for the years ended Decembe2@®12, 2001, and 2000 are presented

below. Certain reclassifications have been madke@arent company's 2001 and 2000 financial in&ion to conform to the 2002

presentations. Such reclassifications had no effethe results of operations or stockholders'tgqui

Condensed Balance Sheets

December 31

2002

2001

(Dollars in thousands)

Assets:
Cash on deposit with bank subsidiary $ 6,90t $ 9,82¢
Investment securitie 92,85t 199,06
Loans to related parties 5,267 2,34¢
Other assets 11,41( 2,56¢
Investment in subsidiarie
Bank subsidiary 439,06! 448,06¢
Nonbank subsidiaries (1)( 109,94 6,672
Total asset $ 665,44: $ 668,55
I I
Shor-term borrowings 9,127 —
Long-term debi 17,39% —
Other liabilities 7,71¢ 1,01%
Indebtedness to nonbank subsidi 41,37¢ 41,37¢
Deferred issuance cos (52¢) (1,359
Indebtedness to nonbank subsidiary, net of defeéssthnce cos 40,85! 40,02(
Stockholders' equit 590,35( 627,51t
Total liabilities and stockholders' equ $ 665,44, $ 668,55:

@ The increase of $103.3 million in nonbank subsidiavestments between December 31, 2001 and Deae3iab2002 related to the transfer of Alliant Parmfrom Silicon Valley
Bank to Silicon Valley Bancshares.
@ The parent company guaranteed all of SVB Cap#albligations under the Trust Preferred Securitesll periods presented.
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Condensed Statements of Income

Years Ended December 31

2002 2001 2000

(Dollars in thousands)

Interest incom: $ 252: $ 4301 $ 3,51¢
Interest expens (3,617) (3,402 (3,402
Income from the disposition of client warra 1,43¢ 8,50( 86,32:
Investment (losses) gail (3,229 (5,93%) 37,06
General and administrative expen (4,396 (2,88)) (2,159
Income tax benefit (expens 3,24t (2,030 (49,669
(Loss) income before equity in net income of suidsids (4,03%) (2,450 72,68t¢
Equity in net income (loss) of nonbank subsidia b5 (19¢) (139)

Equity in net income of bank subsidie 57,33¢ 89,80: 86,52:



Net income $ 53,35¢ $ 88,15: $ 159,06¢
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Condensed Statements of Cash Flows

Years Ended December 31

2002 2001 2000

(Dollars in thousands)

Cash flows from operating activitie

Net income $ 53,35¢ $ 88,15: $ 159,06¢
Adjustments to reconcile net income to net cashigea by (used in) operatir
activities:
Net gains on dispositions of client warra (2,435 (8,500 (86,322)
Net loss (gain) on sales of investment secur 5,17¢ 5,93¢ (37,065
Equity in net income of bank subsidie (57,339 (89,802 (86,52))
Equity in net (income) loss of nonbank subsidia (55) 19¢ 13¢
(Increase) decrease in other as (8,842) 16,00¢ (16,444
Increase (decrease) in slk-term and other liabilitie 7,45¢ (8,34%) 8,04t
Other, ne 55¢ (205) 49:
Net cash (used) provided by operating activi (2,119 3,44 (58,607
Cash flows from investing activitie
Net decrease (increase) in investment secu 99,31 (73,919 24,28:
Net increase in loans to related par (2,919 (235) (428)
Investment in bank subsidia (1,889 (9,367) (57,729
Investment in nonbank subsidiar (103,21, (1,167 (4,60¢)
Net cash used by investing activit (8,709 (84,689 (38,47¢)

Cash flows from financing activitie

Increase in shc-term borrowings 9,127 — —
Increase in lon-term debi 17,39° — —
Proceeds from issuance of common stock, net ofrg=icost 9,76¢ 13,36: 115,57
Repurchase of common sta (109,39 (99,85)) —
Dividend received from bank subsidie 80,00( 140,00( —
Net cash provided by financing activiti 6,89¢ 53,51: 115,57:
Net increase (decrease) in ci (2,927) (27,729 18,48¢
Cash and cash equivalents at Janua 9,82¢ 37,55: 19,06:
Cash and cash equivalents at Decembe $ 6,90t $ 9,82¢ $ 37,55:

104

26. Unaudited Quarterly Financial Data

2002 2001




First Second Third Fourth First Second Third Fourth
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

(Dollars in thousands, except per share amounts)

Net interest incom $ 49,00: $ 49,07: $ 48,18t $ 48,447 $ 81,73t $ 69,91¢ $ 59,89 $ 51,437
Provision for loan losse 3,42¢ (3,207%) 2,63( 1,03: 4,90 5,931 5,89( —
Noninterest incom 16,90: 18,85« 16,26 15,84( 23,87 18,21¢ 16,98¢ 11,75
Noninterest expens 43,31¢ 49,01¢ 46,09¢ 47,94( 46,15: 44.67: 43,42 49,24
Minority interest 1,84( 1,397 2,30( 2,23( 502 713 2,22¢ 4,10¢€
Income before income tax exper 20,99¢ 23,51 18,02: 17,54« 55,05¢ 38,24¢ 29,79 18,05
Income tax expens 7,63¢ 8,52¢ 4,92t 5,621 21,72 14,11¢ 11,18¢ 5,971
Net income $ 13,36( $ 14,98t $ 13,09¢ $ 11917 $ 33,33t $ 24,13: $ 18,60: $ 12,08

Basic earnings per she $ 03C $ 03 $ 03C $ 0.2¢ $ 0.6¢ $ 05C $ 03¢ $ 0.27
Diluted earnings per sha $ 0.2¢ $ 03z $ 0.2¢ $ 0.2¢ $ 0.6t $ 04¢ $ 03¢ $ 0.2¢

27. Subsequent Event

In January 2003, the Company entered intohemASR agreement for 1.7 million shares of commstmek for $29.9 million. The terms of
this second ASR arrangement are substantiallyahreesas those in the first agreement. See "ltenoB8s@idated Financial Statements and
Supplementary Data—Note 15 to the Consolidatedri€iai Statements—Common Stock Repurchases” forstefrthe ASR agreement.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

PART Il
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information set forth under the sectititied "Proposal No. 1 Election of Directors,hfdbrmation on Executive Officers" and
"Section 16(a) Beneficial Ownership Reporting Comrpte” contained in the definitive proxy statemfemtSilicon Valley Bancshares'
2003 Annual Meeting of Stockholders is incorporatedein by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information set forth under the sedtititied "Information on Executive Officers," "Repof the Executive Committee of the Board
on Executive Compensation,” "Table 1. Summary Caregtion Table," "Table 2. Option Grants in LastBlsvear," "Table 3. Aggregated
Option Exercises in Last Fiscal Year and Fiscalryead Option Values," "Termination ArrangementReturn to Stockholders Performance
Graph," and "Director Compensation" contained mdkefinitive proxy statement for Silicon Valley Bafares' 2003 Annual Meeting of
Stockholders is incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information set forth under the sectititied "Security Ownership of Directors and Extdae Officers" and "Security Ownership of
Principal Stockholders" contained in the definitiy@xy statement for Silicon Valley Bancshares'28@nual Meeting of Stockholders is
incorporated herein by reference.

Our stockholders have approved each obotive equity compensation plans. The followindegirovides certain information as of
December 31, 2002 with respect to our equity coregon plans:

Number of securities remaining
Number of securities to Weighted-average available for future issuance under
be issued upon exercise exercise price of equity compensation plans (excluding
Plan category of outstanding options outstanding options securities reflected in column two)



Equity compensation plans

approved by shareholde 6,234,631 $ 22.6: 1,035,72!
Equity compensation plans r

approved by shareholde n/e n/e n/e
TOTAL 6,234,631 $ 22.6: 1,035,72!

For additional information concerning oguéy compensation plans, refer to "ltem 8. Corgaikd Financial Statements and
Supplementary Data—Note 18 to the Consolidatedri€iah Statements—Employee Benefit Plans.”

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information set forth under the sectitted "Certain Relationships and Related Trarisast' in the definitive proxy statement for
Silicon Valley Bancshares' Annual Meeting of Stoalklers to be held on April 17, 2003 is incorporatedein by reference.
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ITEM 14. CONTROLS AND PROCEDURES

Within the 90 days prior to the date oktRbrm 10-K, Silicon Valley Bancshares carried auevaluation, under the supervision and with
the participation of its management, includingc®ii Valley Bancshares' President and Chief Exee@ifficer along with the Chief Financial
Officer, of the effectiveness of the design andrafen of our disclosure controls and procedurasymnt to Exchange Act Rule 13a-14. Based
upon that evaluation, Silicon Valley BancsharessRtent and Chief Executive Officer along with @gief Financial Officer concluded that
Silicon Valley Bancshares' disclosure controls pratedures are effective in timely alerting thenmtaterial information relating to Silicon
Valley Bancshares (including its consolidated siibsies) required to be included in Silicon ValBgncshares' periodic Securities and
Exchange Commission filings. There have been naifgignt changes in Silicon Valley Bancshares'rindéé controls or in other factors that
could significantly affect internal controls subseqt to the date Silicon Valley Bancshares camigidts evaluation.

PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K
(@ 1l.and2

Financial Statements:

Report of Independent Audito 62
Consolidated Balance Sheets as of December 31,&00)200] 63
Consolidated Statements of Income and Comprehehsieene for the three years ended December 31, 64
Consolidated Statement of Changes in Stockhol&8epsty for the three years ended December 31, . 66
Consolidated Statements of Cash Flows for the theaes ended December 31, 2( 67
Notes to Consolidated Financial Stateme 68

The consolidated financial statements ampkementary data contained in Item 8 of this repoe filed as part of this report. All
schedules other than as set forth above are onhitteause of the absence of the conditions undestwthey are required or because the
required information is included in the consolidhfmancial statements or related notes.

Exhibits are listed in the Index to Exhgbiiteginning on page 113 of this report. Each mamagécontract or compensatory plar
arrangement filed as an exhibit to this Reportlentified in the "Index to Exhibits" with an astkibefore the exhibit number.

(b) Reports on Form-K.

1. OnJanuary 27, 2003, Silicon VallanBshares filed a report on Form 8-K to announaedh January 16, 2003, it held a
conference call relating to its earning releasatierthree months ended December 31, 2



2. OnJanuary 16, 2003, Silicon VallggnBshares filed a report on Form 8-K to annourgcBritincial results for the quarter
ended December 31, 2002.

3. On October 28, 2002, Silicon Vallegridshares filed a report on Form 8-K to announatdah October 17, 2002, it held a
conference call relating to its earnings releaséehfe three months ended September 30, 2002.

4. On September 12, 2002, Silicon Vaancshares filed a report on Form 8-K to annouhatin response to the SEC's
adoption of Rule 10b5-1, the Board of Directorsrappd amendments to its insider trading policyeonpt its officers and directors
subject to
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Silicon Valley Bancshares' insider trading guide$irio enter into written trading plans complyinghw8EC Rule 10b5-1.
1. Exhibits
See Item 15(a)3 above.
2. Schedule:
See Item 15(a)1 and 15(a)2 above.
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SIGNATURES

Pursuant to the requirements of SectioonrlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

Silicon Valley Bancshare

By: /sl KENNETH P. WILCOX

Kenneth P. Wilcox
President and Chief Executive Offic

Dated: March 5, 2003

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons in the
capacities and on the dates indicated:

Signature Title Date
/s/ JOHN C. DEAN Chairman of the Board of Directors and Director March 5, 2003
John C. Dea

/s/ KENNETH P. WILCOX President, Chief Executive Officer and Director March 5, 2003

(Principal Executive Officer)
Kenneth P. Wilco»

/s/ LAUREN FRIEDMAN Chief Financial Officer March 5, 2003
(Principal Financial Officer)

Lauren Friedma



/s/ DONAL D. DELANEY Controller March 5, 2003
(Principal Accounting Officer)

Donal D. Delane

/s/ GARY K. BARR Director March 5, 2003
Gary K. Barr
/s/ JAMES F. BURNS, JR. Director March 5, 2003

James F. Burns, <

/s/ ALEX W. HART Director March 5, 2003
Alex W. Hart
/s/ STEPHEN E. JACKSON Director March 5, 2003

Stephen E. Jackst

/s/ JAMES R. PORTER Director March 5, 2003

James R. Porte

/s/ MICHAELA K. RODENO Director March 5, 2003

Michaela K. Roden:

/s/ G. FELDA HARDYMON Director March 5, 2003

G. Felda Hardymo
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CERTIFICATIONS

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. Section 1350, as adoptediantrso Section 906 of the Sarbar@@dey Act of 2002, |, Kenneth P. Wilcox, certifjdt to
my knowledge, the Annual Report of Silicon Vallegri@shares on Form 10-K for the annual period efidamber 31, 2002, (i) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 aijdHiat the information contained in such
Form 10-K fairly presents in all material respetis financial condition and results of operatiohSiticon Valley Bancshares.

Date: March 5, 2003 By: /s/ KENNETH P. WILCOX

Kenneth P. Wilcox
President and Chief Executive Officer
(Principal Executive Officer

Pursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the Sarbanes-Oxley Act 620, Lauren Friedman, certify, that to
my knowledge, the Annual Report of Silicon Vallegrigshares on Form 10-K for the annual period elgsx@mber 31, 2002, (i) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 aijdHiat the information contained in such
Form 10-K fairly presents in all material respetis financial condition and results of operatiohSiticon Valley Bancshares.

Date: March 5, 2003 By: /sl LAUREN FRIEDMAN

Lauren Friedman
Chief Financial Officer



(Principal Financial Officer
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ANNUAL CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND  CHIEF FINANCIAL
OFFICER PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Kenneth P. Wilcox, certify that:

| have reviewed this annual report on Forr-K of Silicon Valley Bancshare:

Based on my knowledge, this annual report doesaomiiain any untrue statement of a material factnoit to state a material fa
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this annual report

Based on my knowledge, the financial statements$ aéimer financial information included in this aahuveport, fairly present in a
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this
annual report;

The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures
defined in Exchange Act Rules 13a-14 and 15d-1#4)Hfe registrant and have:

a) designed such disclosure controls and proceduressore that material information relating to tegistrant, including it
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this annual
report is being prepared;

b) evaluated the effectiveness of the registrantdalsre controls and procedures as of a date wathidays prior to the filing da
of this annual report (the "Evaluation Date"); and

C) presented in this annual report our conclusionsibtie effectiveness of the disclosure controls arodedures based on our
evaluation as of the Evaluation Date;

The registrant's other certifying officers and Véalisclosed, based on our most recent evaludtidhge registrant's auditors and the
audit committee of registrant's board of direc{@rspersons performing the equivalent functions):

a) all significant deficiencies in the design or ogina of internal controls which could adverselyesff the registrant's ability to
record, process, summarize and report financia datl have identified for the registrant's auditorg material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registrant's
internal controls; and

The registrant's other certifying officer and | bamdicated in this annual report whether theresvgggnificant changes in internal
controls or in other factors that could signifidgratffect internal controls subsequent to the aditeur most recent evaluation, including
any corrective actions with regard to significaeficiencies and material weaknesses.

Date: March 5, 2003 By: /s/ KENNETH P. WILCOX

Kenneth P. Wilcox
President and Chief Executive Officer
(Principal Executive Officer
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I, Lauren Friedman, certify that:

1.

| have reviewed this annual report on Forr-K of Silicon Valley Bancshare:



2. Based on my knowledge, this annual report doesamiain any untrue statement of a material facoit to state a material fa
necessary to make the statements made, in lightdafircumstances under which such statementswade, not misleading with
respect to the period covered by this annual report

3. Based on my knowledge, the financial statements$ otimer financial information included in this aahuveport, fairly presentin a
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
annual report;

4, The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures
defined in Exchange Act Rules 13a-14 and 15d-14)He registrant and have:

a) designed such disclosure controls and proceduressare that material information relating to tegistrant, including it
consolidated subsidiaries, is made known to usthgre within those entities, particularly during teriod in which this annual
report is being prepared;

b) evaluated the effectiveness of the registrantdalisire controls and procedures as of a date withidays prior to the filing da
of this annual report (the "Evaluation Date"); and

C) presented in this annual report our conclusionsiathe effectiveness of the disclosure controls @odedures based on our
evaluation as of the Evaluation Date;

5. The registrant's other certifying officers and Véalisclosed, based on our most recent evalugtidhg registrant's auditors and the
audit committee of registrant's board of direc{@rspersons performing the equivalent functions):

a) all significant deficiencies in the design or opina of internal controls which could adverselyeaff the registrant's ability to
record, process, summarize and report financia datl have identified for the registrant's auditorg material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involvesnagement or other employees who have a significéain the registrant's
internal controls; and

6. The registrant's other certifying officer and | kamdicated in this annual report whether thereavgdgnificant changes in internal
controls or in other factors that could signifidgraffect internal controls subsequent to the aditeur most recent evaluation, including
any corrective actions with regard to significaefidiencies and material weaknesses.

Date: March 5, 2003 By: /sl LAUREN FRIEDMAN

Lauren Friedman
Chief Financial Officer
(Principal Financial Officer

112

INDEX TO EXHIBITS

Exhibit
No. Description

2.1  Alliant Partners Asset Purchase Agreement.
3.1  Atrticles of Incorporation of Silicon Valley Bancglea (the "Company"), as amendec
3.1e¢ Certificate of Incorporation, as filed with the Belare Secretary of State on March 22, 1999
3.2  Bylaws of the Company, amended and restated effea of August 21, 1997(
3.2 Certificate of Amendment of Bylaws of Silicon Vall8ancshares as of October 22, 1999
3.4 Bylaws(13)
4.1  Article Three of Articles of Incorporation (includén Exhibit 3.1)(1)
4.2  Form of Subordinated Indenture(1
4.3 Form of Junior Subordinated Debenture(
4.€  Form of Amended and Restated Trust Agreement of Sdpital 1(10)
4.7  Form of Trust Preferred Certificate of SVB Capitéihcluded as an exhibit to Exhibit 4.6)(1
4.8  Form of Guarantee Agreement(]



4.9 Form of Agreement as to Expenses and Liabilitiesl@ided as an exhibit to Exhibit 4.6)(1

4.1C Form of Common Securities Certificate of SVB Cadgit@ncluded as an exhibit to Exhibit 4.6)(1

4.11  Form of Officers' Certificate and Company Order(

10.2  Employment Agreement between Silicon Valley Banostand John C. Dean(
10.17 Lease Agreement between Silicon Valley Bank and WR@perties, Inc.; 3003 Tasman Drive, Santa Clafa95054(3)

10.17¢  Firstamendment to lease outlined in Exhibit 106)
10.2¢  Amendment and Restatement of the Silicon Valleyd3aares 1989 Stock Option Plan
10.2¢  Silicon Valley Bank Money Purchase Pension Pla
10.3C Amendment and Restatement of the Silicon ValleylBdoney Purchase Pension Plar
10.31  Amendment and Restatement of the Silicon ValleykB0i (k) and Employee Stock Ownership Plai
10.3z2  Executive Change in Control Severance Benefits é&mgent(5)
10.3:  Change in Control Severance Policy for l-executives(5
10.3¢  Relocation Agreement between Silicon Valley Banost@nd Kenneth P. Wilcox and Ruth Wilcox, as ofé&meber 18, 1997(
10.37  Bonus Agreement between Silicon Valley Bank andri&th P. Wilcox, as of December 18, 1997
10.3¢  Promissory Note between Silicon Valley Bancshares@hristopher T. Lutes, as of June 10, 1998
10.3¢  The 1998 Venture Capital Retention Program, Amenkler 18, 1998(1(
10.4C  Severance Agreement between Silicon Valley Baneshand John C. Dean related to garage.com™ asgfsAd2, 1998(11
10.41  Severance Agreement between Silicon Valley Baareshand Harry W. Kellogg related to garage.com™f @sugust 12, 1998
(11)

10.4:  Preferred Shares Rights Agreement, as of Octohet29B(12)
10.4¢ 1999 Employee Stock Purchase Plan|
10.4t  Silicon Valley Bancshares 1998 Equity IncentiverPlEmended as of July 20, 2000(
10.4¢  Change in Control Severance Benefits Policy, effecAugust 18, 2001 (14
10.47  Consulting Agreement between Silicon Valley Banecsband John C. Dean, effective as of May 1, 208)!
10.4¢  Part time Employment Agreement between Silicon &aBancshares and Christopher T. Lutes, effectvefduly 1, 2001(17
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10.4¢  Silicon Valley Bancshares 1997 Equity IncentiverRlamended as of April 18, 2002(1
21.1  Subsidiaries of Silicon Valley Bancshal
23.1  Consent of Independent Auditc
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% ncorporate reference to Exhipit 10.17 to t ys nnua ort on Form 10-K fort ren e er 1 1
i ncorporate reterence to Exhibits 10.28, 1 nd 10.31 t Comlg)anys uar t?”?’ﬁ (Té uarter nded June 30, 1997.
o ncorporate reference to Exhi 18 331t sQu rterlly Re%orto Form O'% tI e e Séapte
2 ncorporate reference to Exhipit 1 17(t ® m any's Llrar erly Report on Form% - 199
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Silicon Valley Bancshares Annual Report on Form 10
Exhibit 21.1—Subsidiaries of Silicon Valley Bancstras

Silicon Valley Bancshares owns outstandiotijng securities or partnership interests of tifving corporations and partnerships, which
are included in Silicon Valley Bancshares' consubd financial statements:

Name Ownership Interest Jurisdiction of Incorporation
Silicon Valley Bank 100.0% California
SVB Leasing Company (inactiv 100.0% California
SVB Capital | 100.0% Delaware
SVB Strategic Investors, LL 100.0% California
SVB Strategic Investors Fund, L. 11.1% California
Silicon Valley BancVentures, In 100.0% California
Silicon Valley BancVentures, L. 10.7% California
SVB Venture Debt Fund, LLt 100.0% California
Alliant Partners 100.0% California
SVB Woodside Financi: 100.0% California
Libra Partners, L.F <1.0% California
Taurus Growth Partners, L. <1.0% California
SVB Strategic Investors II, LLt 100.0% Delaware
SVB Strategic Investors Fund I, L. 100.0% Delaware

Silicon Valley Bank owns 100% of the outstandingdinvg securities of the following corporations, wihiare included in Silicon Valley
Bancshares' consolidated financial statements:

Name Jurisdiction of Incorporation
Woodside Asset Management, i California
SVB Asset Manageme! California
SVB Securities California
Real Estate Investment Trt Maryland
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Exhibit 23.1—Consent of Independent Auditors

The Board of Directors
Silicon Valley Bancshares:

We consent to incorporation by referencthenregistration statements (Nos. 333-59590 ai3d923110) on Forms S-8 of Silicon Valley
Bancshares of our report dated January 16, 20@8ing to the consolidated balance sheets of Silialley Bancshares and subsidiaries as of
December 31, 2002 and 2001, and the related coiased statements of income, comprehensive inconagges in stockholders' equity, and
cash flows for each of the years in the three-peaiod ended December 31, 2002, which report appedahe December 31, 2002, Annual
Report on Form 10-K of Silicon Valley Bancshares.

KPMe LLP

San Francisco, California
March 5, 2003
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