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PART |
ITEM 1. BUSINESS
GENERAL

Silicon Valley Bancshares is a bank holding compamy a financial holding company incorporated ifaid@re. Our principal subsidiary,
Silicon Valley Bank, is a California state-charttfmnk and a member of the Federal Reserve Systéntsadeposits are insured by the
Federal Deposit Insurance Corporation. Our headesaare located at 3003 Tasman Drive, Santa Glad#prnia 95054 and our telephone
number is (408) 654-7400. When we refer to "Silisalley Bancshares," or "we" or similar words, wéeind to include Silicon Valley
Bancshares and its subsidiaries collectively, idiclg Silicon Valley Bank. When we refer to "Silicbrve are referring only to Silicon Valley
Bancshares.

BUSINESS OVERVIEW

We provide innovative banking products and servioemmerging growth and middle-market companiesj$ng primarily on companies in
the technology and life sciences industries thatacked by venture capital investors. A key corepbof our business strategy is to develop
relationships with our clients at a very early staand to offer them banking products and servidésh meet their needs throughout their
cycle. We have cultivated strong relationships withture capital firms, many of whom are our clienthich provide us with access to many
potential banking clients.

Our unique business strategy and focus has redalgnificant growth in recent years. Our bankamgrations have expanded from a single
location in Santa Clara, California to a nationetwork of 24 offices located in Arizona, Californfaolorado, Florida, Georgia, lllinois,
Massachusetts, Minnesota, North Carolina, Oregenng&ylvania, Texas, Virginia, and Washington.

TECHNOLOGY AND LIFE SCIENCES NICHE.

Our technology and life sciences niche serves pifyneenture capital-backed companies within a egriof technology and life sciences
industries and markets throughout the United Stdtesse companies generally keep large cash balémteeir deposit accounts with us and
often do not borrow large amounts under their ¢riedilities, as their primary source of fundingeiguity from venture capitalists. Lending to
this niche typically involves working capital lines credit, equipment financing, asset acquisit@wans, and bridge financing. Our technology
and life sciences niche includes the following ficas:

Our COMMUNICATIONS AND ON-LINE SERVICES practice ses companies in the networking, telecommunicatamd online service
industries. The networking industry includes comearsupplying the equipment and services thatifai! distributed enterprise networks
such as local and wide area networks. The telecantations industry encompasses the suppliers dpetgnt and services to companies
consumers for the transmission of voice, data amelov Companies included in the on-line servicesigtry supply access, content, services,
and support to individuals and businesses particigan the internet, or in other on-line activitie

Our COMPUTERS AND PERIPHERALS practice focuses ompanies that are engaged in the support and nentifeg of computers,
electronic components and related peripheral prtsddtie specific markets these companies servedagbersonal computers, specialty
computer systems, add-in boards, printers, stadagiees, networking equipment, and contract marufeng.

Our SEMICONDUCTORS practice serves companies irewin the design, manufacturing and marketing @fgrated circuits. This includ
companies involved in the manufacturing of semiemodr production equipment and semiconductorsingesind related services, electronic
parts wholesaling, computer-aided design, and céanaided manufacturing.

3



Our SOFTWARE practice primarily serves companies tfesign integrated computer systems, provide atenjprogramming services and
develop and market commercial and industrial aptibois as well as prepackaged software.

Our LIFE SCIENCES practice serves companies irbtbeechnology, medical devices and healthcare sesvindustries. The biotechnology
industry includes companies involved in researahdavelopment of therapeutics and diagnosticsi®mntedical and pharmaceuticals
industries. The medical devices industry encomgassmpanies involved in the design, manufacturmgjdistribution of surgical instrumel
and medical equipment. Companies included in tiadtineare services industry deal with patients,egith a primary care or secondary care
role.

In addition to the industry-related practices désmd above, we provide commercial lending and dthancial products and services to other
clients associated with the technology and lifesces industries. Through our PACIFIC RIM practiwe,serve U.S.-based technology and
life sciences companies that receive equity fundliom Asian or Asian-based venture capital souréasough our VENTURE CAPITAL
practice, we provide venture capital firms withdfitting and other specialized products and serigesly, through our EMERGING
TECHNOLOGIES practice, we target non-venture-badketinology companies in Northern California, watprimary focus on the software
industry.

SPECIAL INDUSTRY NICHES.

We have always served a variety of commercial ens®s unrelated to our technology and life scismiehe. We serve these clients through
several special industry niche practices. We caoetito follow this strategy by identifying indussieshose financial services needs we believe
are underserved. The following is a brief summdrgur special industry niche practices.

Our REAL ESTATE practice makes real estate constm@nd term loans whose primary source of repaynsecash flow or sales proceeds
from real property collateral. We focus on condinrcloans for residential and commercial projeatsd construction and mini-permanent
loans on retail, industrial and office projectdNarthern California.

Our PREMIUM WINERIES practice focuses on winerieattproduce select or exclusive vintages of upb®d00 cases annually. Our
lending in this niche consists of both short-tenveintory loans and term loans related to vineyagpisition and development, equipment
financing and cooperage.

Our MEDIA PRACTICE focuses on acquisition, recajtgion and plant upgrade financings of less tha0.0 million for radio, television,
outdoor advertising, and cable television operators

In addition to serving the special industry nichisted above, we serve a broad array of industni@®rthern California through our
DIVERSIFIED INDUSTRIES practice. This practice alle us to continue to evaluate potential nichesiiially identifying and serving a
few clients in related industries or markets.

SPECIALIZED PRODUCTS AND SERVICES.

We offer a variety of specialized lending produatsl other financial products and services to diémivarious stages of development. These
services allow us to begin serving companies iir gtart-up phases, and then gradually expandahéces we provide as the companies
grow.

From the time our client companies receive thetiahfunding, we seek to serve their cash manage¢meeds. Initially, we provide
investment services to assist our clients with rgamatheir short-term investments. On behalf ofmis, we purchase investment securities
that include U.S. Treasury securities, U.S. agessoyrities, commercial paper, Eurodollar depoaits, bankers' acceptances. We also offer
our clients access to private label mutual fundipots as an alternative to our deposit products.
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In addition, our Internet site, eSource(TM), pra@ddur early stage clients with an on-line resoproeiding access to various services that
technology and life sciences entrepreneurs regumreSource(TM) we have formed a broad nationalglobal network of service providers
in a variety of areas important to our clients)uing financial and administrative services, affet-up services, human resources, staffing
services, risk management services, and indusegifipresearch.

As our clients conduct research and developmenpeagghre for production, we offer equipment leasieryices as well as vendor financing
for many types of technology purchases, includioftygare, hardware, maintenance, and professiomaices. We structure these
arrangements to suit the risk profile of the clienits stage of growth.

Once our clients enter production, many experieap&l growth and consequently require banking pctslwhich augment their cash flow.
We offer factoring services, which involves purdhgslients' accounts receivable at a discount,intagperating funds immediately
available to the clients, and then managing thkectibn of these receivables.

As our clients mature, we may offer more advan@ethenanagement products, providing services todwelgustomers manage cash
collections and disbursements efficiently and edfgctively. These services include wholesale l@skbervices, electronic information
reporting and controlled disbursement serviceaduition, we also provide real estate loans, tylyica finance commercial real estate to be
owned and operated by our clients.

We also assist our many clients who do businessnationally by providing foreign exchange, impamnt export letters of credit,
documentary collections, and a number of othertfathnce products and services. We have beenegtaieiegated authority by the Export-
Import Bank of the U.S. and the California Exparidhce Office. This enables us to provide our ttievith working capital loans guaranteed
by the Export-Import Bank and California Export &nte Office to finance foreign receivables and ey intended for export, as well as to
provide purchase order financing.

If our clients experience periods when their prpétformance has been interrupted or where theg gesater financial flexibility, we may
assist them by providing asset-based credit faslihat involve frequent monitoring of the undertycollateral, which generally consists of
accounts receivable, inventory and equipment.

For clients in the more advanced stages of growthpursue opportunities in mezzanine lending adidprovide private equity and debt
placement services, high yield debt services angjens and acquisitions advice. We also assist l@nts through investment bank referrals
for public offerings, equity research, sales aaditrg services, asset securitizations, and fixedrnre services.

For clients in all stages of their growth cycle, fweus on serving the personal banking needs abiserecutives and owners of our client
companies. In addition, we serve the personal Ingnkéeds of partners and senior executives of k@eapital firms and other professionals
whose businesses are related to our niche practices

EQUITY SECURITIES.

We frequently obtain rights to acquire stock, ia farm of warrants, in certain clients as part @fotiated credit facilities. We also make
investments in venture capital funds as well asadiequity investments in companies from timenweti As of December 31, 2000, we held
1,324 warrants in 1,038 companies, and had madstments in 208 venture capital funds and diregitginvestments in 60 companies.

In 2000, we formed SVB Strategic Investors, LL& general partner of SVB Strategic Investors Fudd, SVB Strategic Investors Fund,
L.P. raised approximately $135.3 million in commidttcapital, to invest as a limited partner in tigp-tenture funds, leading regional venture
funds and venture funds with a unique niche. Adddily in 2000, we formed Silicon Valley BancVergsy Inc., the general partner of Silic
Valley BancVentures, L.P. Silicon Valley BancVergsrL.P. raised $56.1 million in committed capitalmake direct equity
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investments in emerging growth high technology lifiedsciences companies throughout the United St#teDecember 31, 2000, we held an
interest of approximately 11% in each of these fund

SUPERVISION AND REGULATION

Our operations are subject to extensive reguldtiofederal and state banking regulatory agencieis rfegulatory framework is intended
primarily to protect Silicon Valley Bank's deposi&@nd the federal deposit insurance fund fromelessd not for the benefit of our
stockholders. As a bank holding company and a irmiolding company Silicon is subject to the FatiReserve Board's supervision and
examination under the Bank Holding Company Acteassed by the Gramm-Leach-Bliley Act, as discudseldw. Silicon Valley Bank, as a
California-chartered bank and a member of the R#d®eserve System, is subject to primary supenviaimd examination by the Federal
Reserve Board through the Federal Reserve Bankrof8ancisco and the Commissioner of the Califob@partment of Financial
Institutions. The following summary describes sarhéhe more significant laws, regulations and pefichat affect our operations. It is not
intended to be a complete listing of all laws thaply to us. Any change in the statutes, regulat@mpolicies that apply to our operations t
have a material effect on our business.

MEMORANDUM OF UNDERSTANDING.

In late September 1999, Silicon Valley Bank enténéol an agreement pursuant to a memorandum ofrstaaeling with the Federal Reserve
Bank of San Francisco and the California Departroéftinancial Institutions, Silicon Valley Bank'sippary banking regulators. The
memorandum of understanding and its associatedctests were terminated in June 2000. Under thenorandum of understanding, Silicon
Valley Bank had committed to maintain a Tier 1 legee ratio (the ratio of a bank's Tier 1 capitatddotal quarterly average tangible assets)
of at least 7.25%; obtain the regulators' consefurle paying dividends; further enhance its credinitoring and review policies, and submit
reports to the regulators regarding credit qualitye Federal Reserve Bank of San Francisco hadlakscted Silicon to obtain its approval
before paying dividends, incurring debt, repurchgsiapital stock, or entering into agreements tpuaie any entities or portfolios. These
restrictions were also terminated in June 2000.

GRAMM-LEACH-BLILEY ACT.

On November 12, 1999, the President signed intatenGramm-Leach-Bliley Act, or GLB Act, which sifjoantly changed the regulatory
structure and oversight of the financial servicetustry. Effective March 12, 2000, the GLB Act refael the provisions of the Glass-Steagall
Act that restricted banks and securities firms fiffiliating. It also revised the Bank Holding Coamny Act to permit a qualifying bank
holding company, called a financial holding companyengage in a full range of financial activitisxcluding banking, insurance, securities,
and merchant banking activities. It also permitaficial holding companies to acquire many typdmancial firms without the prior approv
of the Federal Reserve Board. On November 14, 28ilidpn became a financial holding company.

The GLB Act thus provides expanded financial atfitbn opportunities for existing bank holding comigs and permits other financial
services providers to acquire banks and become talding companies without ceasing any existingfficial activities. Previously, a bank
holding company could only engage in activitied thiare "closely related to banking." This limitatioo longer applies to bank holding
companies that qualify to be treated as finana#dihg companies. To qualify as a financial holdaggmpany, a bank holding company's
subsidiary depository institutions must be wellitalized and have at least satisfactory generahagearial and Community Reinvestment Act
examination ratings. Effective March 11, 2000, aaqumlifying bank holding company is limited to adies that were permissible under the
BHCA as of November 11, 1999.



Also effective on March 12, 2000, the GLB Act chaddhe powers of national banks and their subsgiaand made similar changes in the
powers of state bank subsidiaries. It permits @nat bank to underwrite, deal in and purchaseesiatl local revenue bonds. It also allows a
subsidiary of a national bank to engage in findraxéivities that the bank cannot, except for gah#rsurance underwriting and real estate
development and investment. In order for a subsid@mengage in new financial activities, the naéibbank and its depository institution
affiliates must be well capitalized, have at lessdtsfactory general, managerial and Community Vsitment Act examination ratings and
meet other qualification requirements relatingaialt assets, subordinated debt, capital, risk memagt, and affiliate transactions.
Subsidiaries of state banks can exercise the samerp as national bank subsidiaries if they satisysame qualifying rules that apply to
national banks.

The GLB Act also reformed the overall regulatognfiework of the financial services industry. In arileimplement its underlying purposes,
the GLB Act pre-empted state laws that would resthie types of financial affiliations that are fatized or permitted under the GLB Act,
subject to specified exceptions for state insurdaws and regulations. With regard to securitiessleeffective May 12, 2001, the GLB Act
will remove the current blanket exemption for bafrksn being considered brokers or dealers undeStwirities Exchange Act of 1934 and
replaces it with a number of more limited exempsiohhus, previously exempted banks, such as Siltiey Bank, may become subject to
the broker-dealer registration and supervision irequents of the Securities Exchange Act of 1934 &emption that prevented bank
holding companies and banks that advise mutualsfiimin being considered investment advisers urdehivestment Advisers Act of 1940
will also be eliminated.

Separately, effective November 13, 2000, the GLBifposes customer privacy requirements on any emyipngaged in financial activiti
Under these requirements, a financial companyqggired to protect the security and confidentiadifycustomer nonpublic personal
information. Also, for customers that obtain a fingl product such as a loan for personal, familjj@usehold purposes, a financial company
is required to disclose its privacy policy to thestomer at the time the relationship is establidretiannually thereafter including its policies
concerning the sharing of the customer's nonpyiaisonal information with affiliates and third pest If an exemption is not available, a
financial company must provide consumers with aceadf its information sharing practices that aléotie consumer to reject the disclosure
of its nonpublic personal information to third pest Third parties that receive such informatiom subject to the same restrictions as the
financial company on the reuse of the informatiinally, a financial company is prohibited from aissing an account number or similar
item to a third party for use in telemarketingedirmail marketing or other marketing through etatic mail. A financial company must be
compliance with these consumer privacy requiremeatster than July 1, 2001.

CAPITAL STANDARDS APPLICABLE TO SILICON AND SILICON  VALLEY BANK.
SILICON

The Federal Reserve Board has adopted minimurnrbeskd capital guidelines intended to provide a oreasf capital that reflects the deg

of risk associated with a banking organization'srapions for both transactions reported on thertz@lsheet as assets, and transactions, such
as commitments, letters of credit and recoursengaments, which are recorded as off-balance steasi Under these guidelines, dollar
amounts of assets and credit equivalent amourtaff-thlance sheet items are adjusted by one ofrakwenversion factors and/or risk
adjustment percentages. The Federal Reserve Beguiteés bank holding companies generally to mairaaninimum ratio of qualifying tot
capital to risk-adjusted assets of 8% (10% to bi-eegitalized) and a minimum ratio of Tier 1 cagito risk-adjusted assets of 4% (6% to be
well-capitalized). The Federal Reserve Board aspires Silicon to maintain a minimum amount ofrTiecapital to total quarterly average
assets, referred to as the Tier 1 leverage ratioabank holding company in the highest of the fiategories used by regulators to rate
banking organizations, the minimum Tier 1 leveres® must be 3%; for all other institutions théaas 4% (5% to be well-capitalized). In
addition to these requirements, the Federal Redtdwaed may set individual minimum capital requirersefor specific
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institutions at rates significantly above the minimguidelines and ratios. In addition, under cartéiicumstances, Silicon must file written
notice with, and obtain approval from, the Fed&aserve Board prior to purchasing or redeemingdtsty securities. See "ltem 1. Business--
Supervision and Regulation--Prompt Corrective Atimd Other Enforcement Mechanisms" for additialisdussion of capital ratios.

SILICON VALLEY BANK

The federal banking agencies require a minimuno @tiqualifying total capital to risk-adjusted atssef 8% (10% to be well-capitalized) and
a minimum ratio of Tier 1 capital to risk-adjusteskets of 4% (6% to be well capitalized). In additio the risk-based guidelines, federal
banking regulators also require banking organizatio maintain a minimum Tier 1 leverage ratio. &dranking organization rated in the
highest of the five categories used by regulatrsite banking organizations, the minimum Tien‘elage ratio must be 3%; for all other
institutions the ratio is 4% (5% to be well-cagieatl). In addition to these uniform risk-based tagjuidelines and leverage ratio
requirements that apply across the industry, thalators have the discretion to set individual minim capital requirements for specific
institutions at rates significantly above the minimguidelines and ratios. See "ltem 8. Consolid&iadncial Statements and Supplementary
Data--Note 17 to the Consolidated Financial StatésieRegulatory Matters" for Silicon's and Silicgalley Bank's capital ratios as of
December 31, 2000.

The federal banking agencies have also adopteidtzajgency policy statement which provides thatatiequacy and effectiveness of a bank's
interest rate risk management process and the dévisl interest rate exposures are critical factorthe evaluation of the bank's capital
adequacy. A bank with material weaknesses in fes@st rate risk management process or high leféfgerest rate exposure relative to its
capital will be directed by the federal banking rgjes to take corrective actions. Financial insittus which have significant amounts of their
assets concentrated in high risk loans or nonteawdit banking activities, and who fail to adequatelanage these risks, may be required t
aside capital in excess of the regulatory minimums.

BANK HOLDING COMPANY REGULATION OF SILICON.

As a registered bank holding company and a findhciling company, Silicon and its subsidiaries swbject to the Federal Reserve Board's
supervision, regulation, examination, and reporteguirements under the Bank Holding Company Asteaised by the GLB Act. Prior to
becoming a financial holding company under the G\dB, Silicon was required to seek the prior appt@fahe Federal Reserve Board bel
acquiring ownership or control of more than 5%hef butstanding shares of any class of voting seéesiror substantially all of the assets, of
any company, including a bank or bank holding comyp@s a financial holding company, the prior apgaicof the Federal Reserve Board is
not required to acquire ownership or control oft@® engaged in specified financial activitieshaligh the existing restrictions on directly or
indirectly acquiring shares of a bank are stilllaggble. In addition, prior to becoming a finandmllding company, Silicon was generally
allowed to engage, directly or indirectly, onlyianking and other activities that were deemed byFéderal Reserve Board to be so closely
related to banking or managing or controlling baagso be a proper incident thereto. As a finartiédiing company under the GLB Act,
Silicon is permitted to engage in a full rangein&hcial activities, including banking, insurancelaecurities activities and additional
activities that the Federal Reserve Board detersniode financial in nature, incidental to suctafinial activities, or complimentary to a
financial activity.

The Federal Reserve Board requires Silicon to ragimhinimum capital ratios that are discussed aboweler Federal Reserve Board
regulations, a bank holding company is also reguioeserve as a source of financial and managgriahgth to its subsidiary banks and may
not conduct its operations in an unsafe or unseoadner. In addition, it is the Federal Reserve Bagrolicy that in serving as a source of
strength to its subsidiary banks, a bank holdinggany should stand ready to use available resotmga®vide adequate capital funds to its
subsidiary banks during periods of financial str@sadversity and should maintain
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the financial flexibility and capital-raising capiycto obtain additional resources for assistisgsiibsidiary banks. A bank holding company's
failure to meet its obligations to serve as a sewfcstrength to its subsidiary banks or to obsestablished guidelines with respect to the
payment of dividends by bank holding companies gglerally be considered by the Federal ReservedBode an unsafe and unsound
banking practice or a violation of the Federal Res@&oard's regulations or both.

Silicon's ability to pay cash dividends is limitbg generally applicable Delaware corporation lawits. In addition, there are statutory and

regulatory limitations on the amount of dividendsieh may be paid to Silicon by Silicon Valley BarSee "ltem 1. Business--Supervision

and Regulation--Restrictions on Dividends" for ket discussion of current limitations on the apitif Silicon Valley Bank to pay dividends
to Silicon.

Silicon is also treated as a bank holding compardeuthe California Financial Code. As such, Siiemd its subsidiaries are subject to
periodic examination by, and may be required ®r@ports with, the California Department of Finahinstitutions.

REGULATION OF SILICON VALLEY BANK.

Silicon Valley Bank is a California-chartered barid a member of the Federal Reserve System.ubjed to primary supervision, periodic
examination and regulation by the CommissionehefQalifornia Department of Financial Institutions the Commissioner, the Federal
Reserve Board and the Federal Deposit Insuranggo€ation. The Federal Reserve Board and the Conongsrequire Silicon Valley Bank
to maintain minimum capital levels that are diseasabove. Both the Federal Reserve Board and thar@ssioner also have broad powers
and remedies available if they determine that ithenicial condition, capital resources, asset quatitanagement, earnings prospects, liqui
sensitivity to market risk, or other aspects oic®ih Valley Bank's operations are unsatisfactorythat Silicon Valley Bank is violating or has
violated any law or regulation.

RESTRICTIONS ON DIVIDENDS.

Silicon is a legal entity separate and distinctfrSilicon Valley Bank. Silicon Valley Bank is subjdo various statutory and regulatory
restrictions on its ability to pay dividends toi&in. Under such restrictions, the amount avail&ng@ayment of dividends to Silicon by
Silicon Valley Bank totaled $145.9 million at Dedaen 31, 2000. The Federal Reserve Board and ther@ssioner have the authority to
prohibit Silicon Valley Bank from engaging in agtigs that, in their opinion, constitute unsafeuasound practices in conducting its busin
It is possible, depending upon the financial candibf the bank in question and other factors, thay could assert that the payment of
dividends or other payments might, under some migtances, be an unsafe or unsound practice. Fuift&élicon Valley Bank fails to
comply with its minimum capital requirements, igulators could restrict its ability to pay dividisnusing prompt corrective action or other
enforcement powers. The Commissioner may imposgasitimitations on the conduct of California-chemd banks. See "ltem 8.
Consolidated Financial Statements and Supplemebtatg--Note 17 to the Consolidated Financial Statasy-Regulatory Matters" for
further discussion on dividend restrictions.

TRANSACTIONS WITH AFFILIATES.

Silicon Valley Bank is subject to restrictions ingeal by federal law on any extensions of credibtdhe issuance of a guarantee or letter of
credit on behalf of, Silicon or other affiliatebgtpurchase of, or investments in, stock or otheusties of Silicon or other affiliates, the
taking of such securities as collateral for loarg] the purchase of assets of Silicon or othdiaiéfs. These restrictions prevent Silicon and
such other affiliates from borrowing from SilicoraNey Bank unless the loans are secured by spddafigounts of collateral. Any such
secured loans and investments by Silicon ValleykBanor in, Silicon or to, or in, any other aféite are limited, individually, to 10% of
Silicon Valley Bank's capital and surplus (as dediby federal regulations), and such secured laadsnvestments are limited, in the
aggregate,



to 20% of Silicon Valley Bank's capital and surplas defined by federal regulations). California Elso imposes restrictions on transactions
involving Silicon and other controlling personsSificon Valley Bank. Additional restrictions on trgactions with affiliates may be imposed
on Silicon Valley Bank under the prompt correctagtion provisions of federal law. See "ltem 1. Besis--Supervision and Regulation--
Prompt Corrective Action and Other Enforcement Metbms" for related discussion regarding restnistion transactions with affiliates.

PROMPT CORRECTIVE ACTION AND OTHER ENFORCEMENT MECH ANISMS.

Federal banking agencies possess broad powersstadarective and other supervisory action on anried bank and its holding company.
Federal laws require each federal banking agentake prompt corrective action to resolve the protd 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, adequatelpitalized, undercapitalized, significantly underitalized, and critically undercapitalized.

A bank that, based upon its capital levels, issifeesl as well capitalized, adequately capitalipedindercapitalized may be treated as though
it were in the next lower capital category if th@peopriate federal banking agency, after notice goubrtunity for hearing, determines that an
unsafe or unsound condition, or an unsafe or urspuactice, warrants such treatment. At each ssoabower capital category, an insured
bank is subject to more restrictions, includingnieBons on the bank's activities, operationalgtices or the ability to pay dividends. The
federal banking agencies, however, may not tre@stitution as critically undercapitalized unlésscapital ratios actually warrant such
treatment.

In addition to measures taken under the prompective action provisions, bank holding companies iasured banks may be subject to
potential enforcement actions by the federal raguiafor unsafe or unsound practices in condudtiedy businesses, or for violation of any
law, rule, regulation, condition imposed in writibg the agency, or term of a written agreement withagency. Enforcement actions may
include the appointment of a conservator or recdimethe bank, the issuance of a cease and dwsist that can be judicially enforced, the
termination of the bank's deposit insurance, theosition of civil monetary penalties, the issuantdirectives to increase capital, the
issuance of formal and informal agreements, theisse of removal and prohibition orders againstef§, directors and other institution-
affiliated parties, and the enforcement of sucloastthrough injunctions or restraining orders blaggon a judicial determination that the
agency would be harmed if such equitable relief m@sgranted.

SAFETY AND SOUNDNESS GUIDELINES.

The federal banking agencies have adopted guidaimassist in identifying and addressing potesadtty and soundness concerns before
capital becomes impaired. The guidelines establgrational and managerial standards relating)tmtérnal controls, information systems
and internal audit systems, (ii) loan documentat{oi) credit underwriting, (iv) asset growth, afd compensation, fees and benefits. In
addition, the federal banking agencies have adogaésty and soundness guidelines for asset qualiyfor evaluating and monitoring
earnings to ensure that earnings are sufficienthi®@maintenance of adequate capital and reserves.

PREMIUMS FOR DEPOSIT INSURANCE.

Silicon Valley Bank's deposit accounts are insungthe Bank Insurance Fund, as administered b¥¢ukeral Deposit Insurance Corporation,
up to the maximum permitted by law. The Federal@édnsurance Corporation's annual assessmettidansurance of Bank Insurance
Fund deposits as of December 31, 2000, rangedGrtor27 basis points per $100 of insured depoBite.amount charged is based on the
regulatory capital of an institution and on a sufsaTy assessment of its operational risk proflieDecember 31, 2000, Silicon Valley Bank's
assessment rate was the statutory minimum assessmen
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Silicon Valley Bank is also required to pay an aarassessment of approximately 2.0 basis point$1@0d of insured deposits toward the
retirement of U.S. government issued Financing G@fion bonds.

INTERSTATE BANKING AND BRANCHING.

Bank holding companies from any state may genesaltyuire banks and bank holding companies locatedy other state, subject in some
cases to nationwide and state-imposed deposit atmatien limits and limits on the acquisition oteatly established banks. Banks also have
the ability, subject to specific restrictions, tgaire by acquisition or merger branches locatedide their home state. The establishment of
new interstate branches is also possible in thiadesswith laws that expressly permit it. Interstatanches 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 variety of feending laws and reporting obligations involvingniie mortgage lending operations and
Community Reinvestment Act, or CRA, activities. TDRA generally requires the federal banking agenttesvaluate the record of a bank in
meeting the credit needs of its local communitiesluding low- and moderate-income neighborhoodbafk can also become subject to
substantial penalties and corrective measuresyalation of certain fair lending laws. The fedebanking agencies may take compliance
with such laws and CRA obligations into account whegulating and supervising other activities @easing whether to approve certain
applications. In April 1999, the Federal ReservaiBlaated Silicon Valley Bank "satisfactory"” in cplying with its CRA obligations.

ITEM 2. PROPERTIES

In 1995, we relocated our corporate headquartatsrain branch and entered into a 10-year leasetwn-atory office building located at
3003 Tasman Drive, Santa Clara, California. In 1897 and June 2000, we finalized amendments tortgaal lease associated with our
corporate headquarters. The amendments providaddease of two additional premises, approxima&®@@00 square feet each, adjacent to
the existing headquarters facility. We began ocoupthe additional premises in August 1998 and Deasr 2000, respectively.

We operate offices throughout the Silicon Vallegng Clara, Palo Alto and Sand Hill, the centethefventure capital community in
California. Other regional offices within Califominclude Irvine, Los Angeles, Napa, San Diego, Bamcisco, Santa Barbara, and Sonoma.
Office locations outside of California include: Rmix, Arizona; Boulder, Colorado; West Palm Bedsdbrida; Atlanta, Georgia; Chicago,
lllinois; Boston, Massachusetts; Minneapolis, Misota; Durham, North Carolina; Northern Virginia;réand, Oregon; Philadelphia,
Pennsylvania; Austin, Texas; Dallas, Texas; andtie&Vashington. All of our properties are occupisder leases, which expire at various
dates through January 2006, and in most instaimedade options to renew or extend at market ratesterms. We also own leasehold
improvements, equipment and furniture and fixtuesur offices, all of which are used in our busmactivities.

ITEM 3. LEGAL PROCEEDINGS

There were no legal proceedings requiring disclgursuant to this item pending at December 310 260at the date of this report.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote by the stoddrslof Silicon's common stock during the fourtlarger of 2000
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PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED STOCKHOLDER MATTERS
MARKET INFORMATION.

Our common stock is traded over the counter orNi@gonal Association of Securities Dealers Autorddiotation (Nasdaq) National
Market under the symbol "SIVB."

The following table shows the high and low salésgq® for our common stock for each quarterly pedadng the last two years, based on the

daily closing price as reported by the Nasdaq Malidarket. The 1999 stock prices have been rabtateeflect a two-for-one stock split
distributed on May 15, 2000.

2000 1999
QUARTER LOW HIGH LOW HIGH
First...oooooiiiiceeee e, $23.97 $45.00 $8.41 $10.50
SECONM.....covvieiieeiiie e $17.00 $44.44 $8.47 $12.38
Third.....oooviiieeieeeeeeeeeei, $41.00 $64.06 $10.78 $14.25
Fourth

............................................ $31.19 $58.50 $11.44 $26.42
STOCKHOLDERS.

The number of stockholders of record of our commitmck was 770 as of January 31, 2001.

DIVIDENDS.

We have not paid cash dividends on our common dindde 1992 and do not anticipate paying any castiethds on our common stock in
foreseeable future. Our ability to pay cash dividkeis limited by generally applicable corporate badking laws and regulations. See "ltem
1. Business--Supervision and Regulation--Restmstion Dividends," and "ltem 8. Consolidated FinahStatements and Supplementary

Data--Note 17 to the Consolidated Financial StatemeRegulatory Matters" for additional discuss@amrestrictions and limitations on the
payment of dividends.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial dgttauld be read in conjunction with our consoliddtedncial statements and supplementary
data as presented in Item 8 of this report. Ceragtassifications have been made to our priors/essults to conform with 2000
presentations. Such reclassifications had no effie¢he results of operations or stockholders'tggln addition, the common stock summary
information has been restated to reflect two-foe-etock splits, distributed on May 1, 1998 and N&ay2000.

Y EARS ENDED DECEMBER 31,
2000 199 9 1998 1997 1996
(DOLLARS AND NUMBER S IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

INCOME STATEMENT SUMMARY:
Net interest income.......... $ 329,848 $ 205 439 $ 146,615 $ 110,824 $ 87,275
Provision for loan losses.... 54,602 52 ,407 37,159 10,067 10,426
Noninterest income........... 189,630 58 ,855 23,162 13,265 11,609
Noninterest expense.......... 198,361 125 ,659 83,645 66,301 52,682
Minority interest - - - -
Income before taxes.......... 86 ,228 48,973 47,721 35,776
Income tax expense.. 34 ,030 20,117 20,043 14,310
Net income................... $ 159,068 $ 52 198 $ 28,856 $ 27,678 $ 21,466
COMMON SHARE SUMMARY:
Basic earnings per share..... $ 341 % 127 $ 071 ¢ 071 $ 058
Diluted earnings per share... 3.23 1.23 0.69 0.68 0.55
Book value per share......... 12.54 8.23 5.21 4.37 3.63
Weighted average shares

outstanding................ 46,656 41 ,258 40,536 38,740 36,852
Weighted average diluted

shares outstanding......... 49,220 42 ,518 41,846 40,676 38,764
YEAR-END BALANCE SHEET

SUMMARY:
Loans, net of unearned

income......cccceeveevenn. $1,716,549 $1,623 ,005 $1,611,921 $1,174,645 $ 863,492
ASSEetS.....ccveeeeiinn 5,626,775 4,596 ,398 3,545,452 2,625,123 1,924,544
Deposits........ccceeeennee 4,862,259 4,109 405 3,269,753 2,432,407 1,774,304
Stockholders' equity......... 614,121 368 ,850 215,865 174,481 135,400
AVERAGE BALANCE SHEET

SUMMARY:
Loans, net of unearned

income......cccceevueeen. $1,580,176 $1,591 ,634 $1,318,826 $ 973,637 $ 779,655
ASSetS.....ccvveieiren 5,180,750 3,992 410 2,990,548 2,140,630 1,573,903
Deposits........cccoeveennee 4,572,457 3,681 ,598 2,746,041 1,973,118 1,441,360
Stockholders' equity......... 478,018 238 ,085 198,675 152,118 119,788

CAPITAL RATIOS:
Total risk-based capital

ratio......ccccceevuneenn. 18.5% 15.5% 11.5% 11.5% 11.5%
Tier 1 risk-based capital

ratio......ccceeevineenn. 17.2% 14.3% 10.3% 10.2% 10.2%
Tier 1 leverage ratio........ 12.6% 8.8% 7.6% 7.1% 7.7%
Average stockholders' equity

to average assets.......... 9.2% 6.0% 6.6% 7.1% 7.6%
SELECTED FINANCIAL RATIOS:
Return on average assets..... 3.1% 1.3% 1.0% 1.3% 1.4%
Return on average

stockholders' equity....... 33.3% 21.9% 14.5% 18.2% 17.9%
Efficiency ratio............. 45.7% 53.5% 53.6% 55.7% 55.9%
Net interest margin.......... 6.9% 5.5% 5.2% 5.6% 6.1%
OTHER DATA:
Off-balance sheet client

funds......cocceeeeens $10,805,694 $5,666 ,278 $1,096,300 - -
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and analg§financial condition and results of operatiamgonjunction with our consolidated
financial statements and supplementary data asmexin Item 8 of this report. This discussion andlysis includes "forward-looking
statements" as that term is used in the seculéves. All statements regarding our expected finarposition, business and strategies are
forward-looking statements. In addition, in thisaission and analysis the words "anticipates,'|ébes$," "estimates,” "seeks," "expects,"
"plans,” "intends" and similar expressions, as tledgte to Silicon Valley Bancshares or our managdirare intended to identify forward-
looking statements. Although we believe that theeexations reflected in these forward-looking stegets are reasonable, and have based

these expectations on our beliefs as well as @umagtions, such expectations may prove to be iacbrr

For information with respect to factors that cocéaise actual results to differ from the expectatistated in the forward-looking statements,
see the text under the caption "Risk Factors" ohetliat the end of this section. We urge investocohsider these factors carefully in
evaluating the forward-looking statements contaiimetthis discussion and analysis. All subsequeiittevr or oral forward-looking statements
attributable to our company or persons acting arbehalf are expressly qualified in their entirbfythese cautionary statements. The
forward-looking statements included in this filiage made only as of the date of this filing. Wendbintend, and undertake no obligation, to
update these forward-looking statements.

Certain reclassifications have been made to oor ggars results to conform with 2000 presentati®ugh reclassifications had no effect on
our results of operations or stockholders' equity.

RESULTS OF OPERATIONS
EARNINGS SUMMARY.

We reported net income in 2000 of $159.1 millioompared with net income in 1999 and 1998 of $521kom and $28.9 million,
respectively. Diluted earnings per share totale@%8 2000, compared to $1.23 and $0.69 in 19@P1898, respectively. Return on average
equity in 2000 was 33.3%, compared with 21.9% i89.8nd 14.5% in 1998. Return on average assef30d ®as 3.1% compared with 1.3%
in 1999 and 1.0% in 1998.

The increase in net income for 2000, as compard®%9, and for 1999 as compared to 1998, was pityratributable to growth in both net
interest income and noninterest income, partidiiyed by increases in the provision for loan lossed in noninterest expense. The major
components of net income and changes in these aenpoare summarized in the following table forytbars ended December 31, 2000,
1999 and 1998, and are discussed in more det#ileofollowing pages.

YEA RS ENDED DECEMBER 31,
1999 TO 2000 1998 TO 1999
2000 1999 INCREASE 1998 INCREASE
(D OLLARS IN THOUSANDS)
Net interest income........ $329,848 $205,439 $124,409 $146,615 $58,824
Provision for loan
losses......coccevvvnnes 54,602 52,407 2,195 37,159 15,248
Noninterest income......... 189,630 58,855 130,775 23,162 35,693
Noninterest expense........ 198,361 125,659 72,702 83,645 42,014
Minority interest.......... 460 - 460 -
Income before income
taxesS...coovvvrrrinnnns 266,975 86,228 180,747 48,973 37,255
Income tax expense......... 107,907 34,030 73,877 20,117 13,913
Net income................. $159,068 $ 52,198 $106,870 $ 28,856 $23,342
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NET INTEREST INCOME AND MARGIN.

Net interest income is defined as the differenda/ben interest earned on inte-earning assets and interest paid on funding seurce
primarily deposits. Net interest income is our pifial source of revenue. Net interest margin isngef as the amount of net interest income,
on a fully taxable-equivalent basis, expressed@sreentage of average interest-earning assetsavitage yield earned on interest-earning
assets is the amount of taxable-equivalent intémestne expressed as a percentage of averagesitaraing assets. The average rate pa
funding sources is defined as interest expensepascantage of average interest-earning assets.
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The following table sets forth average assetsiliies, minority interest and stockholders' equityterest income and interest expense,
average yields and rates, and the composition ofhetinterest margin for the years ended Decer@bgP000, 1999 and 1998.

AVERAGE
BALANCE INTEREST

Interest-earning assets:
Federal funds sold and
securities purchased
under agreement to

resell (1)............ $1,310,971 $ 83,472
Investment securities:
Taxable............... 1,769,309 107,268
Non-taxable (2)....... 163,152 10,704
Loans: (3), (4), (5)
Commercial............ 1,384,744 169,098
Real estate
construction and
term.....oeeeen. 121,076 12,723
Consumer and other.... 74,356 7,241
Total loans 1,580,176 189,062

Total interest-earning
asSetS......ccoeeuveenn. 4,823,608 390,506

Cash and due from banks... 268,032
Allowance for loan

losses.......ccoeeeee (74,018)
Other real estate owned... --
Other assets.............. 163,128
Total assets.............. $5,180,750

Funding sources:
Interest-bearing

liabilities:
NOW deposits............ $ 55,825 770
Regular money market

deposits.............. 386,701 7,089
Bonus money market

deposits.............. 1,275,545 25,117
Time deposits........... 582,354 23,936

Other borrowings........ - -
Total interest-bearing

liabilities............. 2,300,425 56,912
Portion of noninterest-

bearing funding

SOUICES.....ccrerennnn. 2,523,183

Total funding sources..... 4,823,608 56,912

Noninterest-bearing
funding sources:

Demand deposits......... 2,272,032
Other liabilities....... 85,855
Trust preferred

securities (6)........ 38,559
Minority interest....... 5,861

Stockholders' equity.... 478,018
Portion used to fund
interest-earning
assets......ccccee... (2,523,183)
Total liabilities,
minority interest and
stockholders' equity...

Net interest income and
margin.........c.ce.... $333,594

Total deposits............ $4,572,457

EARS ENDED DECEMBER 31,

1999
AVERAGE AVERAGE
YIELD YIELD
AND AVERAGE AND
RATE  BALANCE INTEREST RATE

(DOLLARS IN THOUSANDS)

6.4% $ 618338 $31,204  5.0%
6.1 1,441,081 82193 57
6.6 135549 8460 6.2
12.2 1,393,134 143,744 10.3
105 138,943 13,988 10.1
9.7 59,557 5241 88
12.0 1,591,634 162,973 10.2
8.1 3,786,602 284,830 7.5

186,841

(59,383)

181

78,169

$3,992,410
14 $ 32664 620 1.9
1.8 357,006 8770 25
2.0 1907517 58510 3.1
41 207,008 8530 4.1
25 2504295 76430 3.1

1,282,307
1.2 3,786,602 76,430 2.0

1,177,303

34,220

38,507

238,085

(1,282,307)
6.9% $208,400  5.5%



YEARS ENDED DECEMBE R 31,

1998
AVERAGE
YIELD
AVERAGE AND
BALANCE INTEREST RATE
(DOLLARS IN THOUSA NDS)
Interest-earning assets:
Federal funds sold and
securities purchased
under agreement to
resell (1)............ $ 396,488 $ 21,305 5.4%
Investment securities:
Taxable............... 1,044,918 61,515 5.9
Non-taxable (2)....... 78,234 5,034 6.4
Loans: (3), (4), (5)
Commercial............ 1,157,949 122,708 10.6
Real estate
construction and
term.....coeeee. 115,743 12,364 10.7
Consumer and other.... 45,134 4,064 9.0
Total loans............. 1,318,826 139,136 10.6
Total interest-earning
aSSetS....coceeeeenen. 2,838,466 226,990 8.0
Cash and due from banks... 137,096
Allowance for loan
losses......cccceevnne (40,055)
Other real estate owned... 681
Other assets.............. 54,360
Total assets
Funding sources:
Interest-bearing
liabilities:
NOW deposits............ $ 18,702 348 1.9
Regular money market
deposits.............. 338,585 9,189 2.7
Bonus money market
deposits.............. 1,487,240 63,155 4.3
Time deposits........... 131,530 5,917 4.5
Other borrowings........ 66 4 6.0

Total interest-bearing

liabilities............. 1,976,123 78,613 4.0
Portion of noninterest-

bearing funding

SOUICES....cceverennnn. 862,343

Total funding sources..... 2,838,466 78,613 2.8

Noninterest-bearing
funding sources:

Demand deposits......... 769,984
Other liabilities....... 22,146
Trust preferred

securities (6)........ 23,620

Minority interest....... --

Stockholders' equity.... 198,675

Portion used to fund
interest-earning

Total liabilities,
minority interest and
stockholders' equity.... $2,990,548

Net interest income and
margin.................. $148,377 5.2%

Total deposits............ $2,746,107

(1) Includes average inter-bearing deposits in other financial institutions$d01, $255 and $240 in 2000, 1999 and 1998, ré&gpbc



(2) Interest income on non-taxable investmentsésgnted on a fully taxable-equivalent basis uliegederal statutory rate of 35% in 2000,
1999 and 1998. These adjustments were $3,746, 52186 $1,762 for the years ended December 31, 2039, and 1998, respectively.

(3) Average loans include average nonaccrual loa$24,337, $37,827 and $26,158 in 2000, 1999 &8 lrespectively.
(4) Average loans are net of average unearned ie@fi$i9,929, $9,328 and $8,299 in 2000, 1999 a®@ li@spectively.
(5) Loan interest income includes loan fees of $28, $15,738 and $12,935 in 2000, 1999 and 198Bertively.

(6) The 8.25% annual distribution to SVB Capitéd fecorded as a component of noninterest expense.
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Net interest income is affected by changes in thewnt and mix of intere-earning assets and interest-bearing liabilitiegerred to as

"volume change." Net interest income is also affddiy changes in yields earned on interest-eaassgts and rates paid on interest-bearing
liabilities, referred to as "rate change." Theduwling table sets forth changes in interest inconmbiaterest expense for each major catego
interest-earning assets and interest-bearingiliaisil The table also reflects the amount of chatgéutable to both volume and rate changes
for the years indicated. Changes relating to imaests in non-taxable municipal securities are preskeon a fully taxable-equivalent basis
using the federal statutory rate of 35% in 200@918nd 1998.

2000 COMPARED TO 1999 1999 COMPARED TO 1998
INCREASE (DEC REASE) INCREASE (DECREASE)
DUE TO CHANG ES IN DUE TO CHANGES IN

VOLUME RATE TOTAL VOLUME RATE TOTAL

(DOLLARS IN THOUSANDS)
Interest income:
Federal funds sold and
securities purchased under

agreement to resell....... $42,369 $ 9,899 $52,268 $11,195 $(1,296) $9,899
Investment securities....... 21,437 5,882 27,319 26,074 (1,970) 24,104
Loans......cccceveveennnne. (1,181) 27,270 26,089 27,933  (4,096) 23,837
Increase (decrease) in
interest income............. 62,625 43,051 105,676 65,202 (7,362) 57,840
Interest expense:
NOW deposits................ 353 (203 ) 150 265 7 272
Regular money market
deposits......cccceueenn. 684 (2,365 ) (1,681) 453 (872) (419)
Bonus money market
deposits......cccccueenn. (16,049) (17,344 ) (33,393) 12,891 (17,536) (4,645)
Time deposits............... 15,423 a7 ) 15,406 3,113 (500) 2,613
Other borrowings -- -- -- 4) -- 4)
Increase (decrease) in
interest expense............ 411 (19,929 ) (19,518) 16,718 (18,901) (2,183)
Increase in net interest
income........ccoeeeeene $62,214 $62,980 $125,194 $48,484 $11,539 $60,023

Net interest income, on a fully taxa-equivalent basis, totaled $333.6 million in 2080,increase of $125.2 million, or 60.1%, from the
$208.4 million total in 1999. The increase in meerest income was attributable to a $105.7 millmm37.1%, increase in interest income,
combined with a $19.5 million, or 25.5%, decreasmmterest expense over the comparable prior yedog Net interest income, on a fully
taxable-equivalent basis, totaled $208.4 milliod®®9, an increase of $60.0 million, or 40.5%, cared to the $148.4 million total in 1998.
The increase in net interest income was attribatebh $57.8 million, or 25.5%, increase in intenresome, combined with a $2.2 million, or
2.8%, decrease in interest expense over the cotvipgrdor year period.

The $105.7 million increase in interest incomeZ000, as compared to 1999, was the result of &3$6lion favorable volume variance,
combined with a $43.1 million favorable rate vadanThe $62.6 million favorable volume varianceutesl from a $1.0 billion, or 27.4%,
increase in average interest-earning assets og@otiparable prior year period. The increase inaaeeinterest-earning assets resulted from
strong growth in our average deposits, which inreede$890.9 million, or 24.2%, from 1999 to 2000e Thcrease in average interest-earning
assets was primarily centered in highly liquid,efed funds sold, securities purchased under agnetetmeesell and investment securities,
which collectively increased $1.0 billion.

Average loans decreased $11.5 million, or 0.7920@0 as compared to 1999, resulting in a $1.2enillinfavorable volume variance. While
we have continued to increase the number
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of client lending relationships in most of our taology and life sciences niche practices, as weihapecialized lending products, growth in
our loan portfolio has been impacted by severdédiht factors. First, many of our clients, prirham the technology and life sciences niche,
have received significant cash inflows from theizdpnarkets and venture capital community durimg ¢arly part of 2000. This increase in
the amount of equity raised by our clients hasgated their need for debt from us. Second, beginimn999, we began an initiative to cre
more granularity in our loan portfolio, and as sule have reduced the average loan balance odistafrom approximately $0.8 million in
1999 to approximately $0.5 million at the end 00Q0We believe this granularity initiative is essalty complete as of 2000 year end. Las
we exited several "non-core" lending niches in 2@0@h as entertainment and healthcare serviahs;irgy loan outstandings over $100.0
million by exiting these niches. This initiativeatso essentially complete as of 2000 year end #esult of the current slow-down in the
capital markets and venture capital funding, ad asethe completion of our granularity initiativedaexit of several non-core niches, we
expect average loan growth during 2001 of approteiya 0% or more.

Average investment securities for 2000 increaséb $million, or 22.6%, as compared to 1999, rasglin a $21.4 million favorable volun
variance. The aforementioned strong growth in ayedeposits combined with fairly consistent aveldageas during 2000, generated excess
funds that were largely invested in U.S. agencyisges, obligations of states and political suliglns, and money market mutual funds.
growth in the investment portfolio reflected outi@ws to continue to increase, as well as furtteerdify our portfolio of short-term
investments in response to the continuing incra@aiquidity.

Average federal funds sold and securities purchasddr agreement to resell in 2000 increased a ic@nl$692.6 million, or 112.0%, over
the prior year, resulting in a $42.4 million favblevolume variance. This increase was largelytdube aforementioned strong growth in
average deposits during 2000 and our actions torazanto further diversify our portfolio of shorim investments, as well as our need to
maintain a satisfactory level of liquidity.

Favorable rate variances associated with each coemp@f interest-earning assets combined to inergasrest income by $43.1 million in
2000, as compared to the prior year. Short-ternketanterest rates have increased on an overal basing the past year. As a result, we
earned higher yields during 2000 on federal furadd, securities purchased under agreements td eggkbur investment securities, a
significant portion of which were short- term intmae, resulting in a combined $15.8 million favdeakate variance as compared to the prior
year. The average yield on loans in 2000 also as&é 180 basis points from the prior year, accogritr the remaining $27.3 million of tl
total favorable rate variance. This increase wamanily attributable to a 124 basis points increimseur weighted average prime rate in 2000
as compared to the similar prior year period. Agpmately 77.5% of our loans were prime rate-basgtieaend of 2000.

The yield on average interest-earning assets isete@0 basis points in 2000 from the comparabta pgar period. This increase primarily
resulted from a rise in the average yield on lokargely due to an increase in our average prirte s well as an increase in short-term
market rates, which resulted in higher yields atefal funds sold, securities purchased under agmeeto resell. In 2001, we expect the yield
on our average interest-earning assets to decdeas® an expected decrease in short-term marest aad our prime rate.

The $57.8 million increase in interest income 899, as compared to 1998, was the result of a $68lidn favorable volume variance,
slightly offset by a $7.4 million unfavorable rateriance. The $65.2 million favorable volume vadamesulted from a $948.1 million, or
33.4%, increase in average interest-earning assetshe comparable prior year period. The incréaseerage interest-earning assets
resulted from strong growth in our average deppsitéch increased $935.6 million, or 34.1%, fron®830 1999. The increase in average
interest-earning assets consisted of loans, whicteased $272.8 million, plus a combination of hidiguid, lower-yielding federal funds
sold, securities purchased under agreement td eegkinvestment securities, which collectivelyremsed $675.3 million, accounting for
71.2% of the total increase in average interegtiegrassets.
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Average loans increased $272.8 million, or 20.794,999 as compared to 1998, resulting in a $27l8omfavorable volume variance. This
growth was widely distributed throughout the loamtfolio, as reflected by increased average lodarzs in most of our technology, life
sciences and special industry niche practicegécialized lending products, and throughout oun loffices located across the nation.

Average investment securities for 1999 increasé&B$4million, or 40.4%, as compared to 1998, rasglin a $26.1 million favorable volun
variance. The aforementioned strong growth in ayedeposits exceeded the growth in average loairggdl099, and generated excess fi
that were largely invested in U.S. agency secutitieortgage-backed securities, collateralized nagegbligations, and commercial paper.
The growth in the investment portfolio reflected aations to continue to increase, as well as &rttiversify our portfolio of short-term
investments in response to the continuing incra@aiquidity.

Average federal funds sold and securities purchasddr agreement to resell in 1999 increased a ical$221.9 million, or 56.0%, over t
prior year, resulting in an $11.2 million favorabi@ume variance. This increase was largely duddéaforementioned strong growth in
average deposits during 1999 and our actions torazanto further diversify our portfolio of shorim investments.

Unfavorable rate variances associated with eactpoasnt of interest-earning assets combined to dsermterest income by $7.4 million in
1999, as compared to the prior year. Short-ternketanterest rates declined on an overall basi;dur999. As a result of this decline, we
earned lower yields during 1999 on federal fundd,securities purchased under agreements to @setlbur investment securities, a
significant portion of which were short-term in ngg, resulting in a $3.3 million unfavorable ratgignce as compared to the prior year. The
average yield on loans in 1999 also decreased €I paints from the respective prior year, accauynfor the remaining $4.1 million of the
total unfavorable rate variance. This decreasepsiagarily attributable to a 36 basis points deciim@ur weighted average prime rate in 1999
as compared to the similar prior year period. Agpmately 77.5% of our loans were prime rate-basgtieaend of 1999.

The yield on average interest-earning assets dsleéz0 basis points in 1999 from the comparabte gpgar period. This decrease resulted
from a slight decline in the average yield on lgdagely due to a decline in our average prime,ras well as to a continuing shift in the
composition of interest-earning assets towardgadripercentage of highly liquid, lower- yieldiregeral funds sold, securities purchased
under agreement to resell and investment securithds shift in the composition of average interestning assets resulted from the
aforementioned strong growth in deposits contindaingutpace the growth in loans.

Total interest expense in 2000 decreased $19.®mifllom 1999. This decrease was due to a favonaéevariance of $19.9 million, offset
by an unfavorable volume variance of $0.4 millidhe favorable rate variance largely resulted froracuction in the average rate paid on
bonus money market deposit product, from 3.1% 891t® 2.0% in 2000. We took this action during ldmt half of 1999 in order to lower
total deposits and total assets and thereby inereasTier 1 leverage capital ratio. See "ltemdtiea entitled "Capital Resources." As a
result, the average bonus money market accoumdmidecreased over $600.0 million from 1999 to 26RAvever, this decrease was
partially offset by an increase in average timeod#p, which was related to cash securing lettecsadlit issued on behalf of our clients.

The average cost of funds paid on average int&essting liabilities decreased 60 basis points fi®@®9 to 2000. This decrease in the average
cost of funds was largely due to a decrease ofohs@s points in the average rate paid on our borarsey market deposit product, as
discussed above.
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Interest expense in 1999 decreased $2.2 milliom ft898. This decrease was due to a favorable satance of $18.9 million, largely offset

by an unfavorable volume variance of $16.7 millidhe favorable rate variance largely resulted feoreduction in the average rate paid on
our bonus money market deposit product, from 4.3%098 to 3.1% in 1999. The reduction during 198the average rate paid on our bonus
money market deposit product was primarily attrdtmle to a decline in short-term market interestsaturing the second half of 1998 and to
our lowering the rates paid on bonus money mar&pbslits by an additional 163 basis points during@19

The unfavorable volume variance of $16.7 milliosuléed from a $528.2 million, or 26.7%, increasawerage interest-bearing liabilities in
1999 as compared to 1998. This increase was lacgelgentrated in our bonus money market depositymto which increased $420.3
million, or 28.3%, and was explained by high lev&i€lient liquidity attributable to a strong infloof investment capital into the venture
capital community during the past year, and by dghaw the number of clients we serve.

The average cost of funds paid on average intbessting liabilities decreased 90 basis points fi®@98 to 1999. This decrease in the average
cost of funds was largely due to a decrease obbh2E points in the average rate paid on our borareey market deposit product.

PROVISION FOR LOAN LOSSES.
The provision for loan losses is based on our et&n of the adequacy of the existing allowancddan losses in relation to total loans, and
on our periodic assessment of the inherent andifiehrisk dynamics of the loan portfolio resuljifrom reviews of selected individual loans

and loan commitments.

Our provision for loan losses totaled $54.6 millinre000 compared to $52.4 million and $37.2 millia 1999 and 1998, respectively. The
increase in our provision for loan losses in 20@& w response to an increasing trend in net chaffgeWe incurred net charge-offs of $52.6
million in 2000, compared to $26.6 million in 19868d $28.9 million in 1998. For a more detailed déston of credit quality and the
allowance for loan losses, see the Item 7 sectititiel "Financial Condition-Credit Quality and tAdlowance for Loan Losses."

NONINTEREST INCOME.
The following table summarizes the components afimerest income for the past three years:

YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS)

Disposition of client warrants..................... ... $86,322 $33,003 $6,657
Investment gains........cccoeevevveiviiiiinenens ... 37,065 1,056 5,240
Client investment fees..........cccocvveeennnns .. 35831 4,529 473
Letter of credit and foreign exchange income....... ... 18,586 14,027 7,397
Deposit service charges..............ccccvvvvnnees .. 3336 2,764 1,730
Other....cooviiiiieeiee e .. 8490 3,476 1,665
Total noninterest income..............ccccoeueeeee ... $189,630 $58,855 $23,162

Noninterest income increased $130.8 million, or.222 in 2000 as compared to 1999. This increasdavgsly due to a $53.3 millic
increase in income from the disposition of clie@rmnts, coupled with a $36.0 million increasenweistment gains and a $31.3 million
increase in client investment fees. Noninteresbime increased $35.7 million, or 154.1%, in 1998a@mpared to 1998. This increase was
largely due to a $26.3 million increase in incomanf the disposition of client warrants, coupledhwat$6.6 million increase in letter of credit
fees, foreign exchange fees and other trade finaooeme and a $4.1 million increase in client
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investment fees. This increase was partially offiye decrease of $4.2 million in investment gains.

Income from the disposition of client warrants tete$86.3 million, $33.0 million and $6.7 million 2000, 1999 and 1998, respectively. We
have historically obtained rights to acquire stankhe form of warrants, in certain clients, priihaas part of negotiated credit facilities. The
receipt of warrants does not change the loan caoierta other collateral control techniques we empdomitigate the risk of a loan becoming
nonperforming. The collateral requirements on loaitk warrants are similar to lending arrangemevtigre warrants are not obtained. The
timing and amount of income from the dispositiorcliént warrants typically depends upon factorsdmelyour control, including the general
condition of the public equity markets as well las merger and acquisition environment. We therefaramot predict the timing and amount
of income with any degree of accuracy and it isliito vary materially from period to period. Dugithe years ended December 31, 2000,
1999 and 1998, a significant portion of the incdneen the disposition of client warrants was offegtexpenses related to our efforts to build
an infrastructure sufficient to support present prabpective business activities, and was als@blfg increases to the provision for loan
losses in those same years.

We realized $37.1 million in gains on sales of stmgent securities during 2000, compared to $1.1$%&m2 million in gains on sales of
investment securities during 1999 and 1998, respmdygt The 2000 gains primarily related to a gafir$®6.2 million realized on the sale of a
venture capital fund investment, which completsdrittial public offering in 1999. The 1999 gainsnparily related to distributions received
from venture capital fund investments. The 199&gairimarily related to sales of U.S. Treasury sées, U.S. agency securities, mortgage-
backed securities, and collateralized mortgagegabtins, with an aggregate book value of $433.8anil All sales of available-for-sale
investment securities were conducted as a nornmapoaent of our asset/liability and liquidity managmnt activities.

Client investment fees totaled $35.8 million in @Q@®mpared to $4.5 million and $0.5 million in 198¢d 1998, respectively. Prior to June
1999, we only earned client investment fees orbafince sheet funds that were invested by clients/iestment securities such as U.S.
Treasuries, U.S. agencies and commercial papeibh&éice sheet client funds totaled $1.1 billioDatember 31, 1998. Beginning in June
1999, we began offering off-balance sheet privalbel mutual fund products to clients. We earn faeging from 35 to 50 basis points on the
average balance in these products. At Decembe2(®0, $10.8 billion in client funds were investd@lmalance sheet, including $7.1 billion

in the mutual fund products. The significant growtlthe amount of off-balance sheet client funds esplained by high levels of client
liquidity attributable to a strong inflow of invesent capital into the venture capital communityidgithe past year, by growth in the number
of clients we serve, and by increased marketingffelbalance sheet private label mutual fund prosluct

Letter of credit fees, foreign exchange fees ahértrade finance income totaled $18.6 million @@, an increase of $4.6 million, or 32.5%,
from the $14.0 million total in 1999, and an in@eaf $11.2 million, or 151.3%, from the $7.4 naiflitotal in 1998. This increase reflects our
client base growth and a concerted effort by ounaggament to expand the penetration of trade finagle¢ed products and services among
our growing client base, a large percentage of wpiovide products and services in internationalkeis.

Income related to deposit service charges totade8 illion, $2.8 million and $1.7 million in 2000999 and 1998, respectively. Clients
compensate us for depository services either thr@agnings credits computed on their demand depakinhces, or via explicit payments
recognized as deposit service charges income.nidnease in deposit service charges income in 2@80dwe to growth in our client deposit
base.

Other noninterest income largely consisted of sefsased fee income, and totaled $8.5 million in 2@@dnpared to $3.5 million in 1999 a
$1.7 million in 1998, respectively. The increas@90, as compared to 1999 and 1998, was primauigyto corporate finance fees of $1.8
million and a higher volume of cash managementlaad documentation services related to our growlient base.
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NONINTEREST EXPENSE.

Noninterest expense in 2000 totaled $198.4 mille#72.7 million, or 57.9%, increase from 1999.alobninterest expense was $12

million in 1999, up $42.0 million, or 50.2%, fron®48. We closely monitor our level of noninteregpexse using a variety of financial ratios,
including the efficiency ratio. The efficiency maifis calculated by dividing the amount of noningtrxpense, excluding costs associated with
retention and warrant incentive plans and othdrestate owned, by adjusted revenues, definedeatothl of net interest income and
noninterest income, excluding income from the dé$ian of client warrants and gains or losses egldb sales of investment securities. This
ratio reflects the level of operating expense nexflito generate $1 of operating revenue. Our effiy ratio was 45.7% for 2000, compare
53.5% and 53.6% in 1999 and 1998, respectively.fol@wing table presents the detail of nonintegbense and the incremental
contribution of each expense line item to our éfficy ratio:

YEARS ENDED DECEMBER 31,

2000 1999 1998
PERCENT OF PERCENT OF PERCENT OF
ADJUSTE D ADJUSTED ADJUSTED
AMOUNT  REVENUE S AMOUNT REVENUES AMOUNT REVENUES
(DOLLARS IN THOUSANDS)
Compensation and benefits.... $106,385 26.9% $ 73,794 32.0% $44,022 27.9%
Professional services........ 20,832 5.3 11,766 5.1 9,876 6.3
Furniture and equipment...... 11,999 3.0 6,178 2.7 6,667 4.2
Business development and
travel.......coceoeee 11,188 2.8 6,644 2.9 6,025 3.8
Net occupancy................ 9,363 2.4 6,689 29 5,195 3.3
Postage and supplies......... 3,500 0.9 2,582 1.1 2,225 1.4
Advertising and promotion.... 3,445 0.9 2,285 1.0 2,215 1.4

Trust preferred securities

distributions 0.8 3,300 1.4 2,012 1.3
Telephone...... 0.7 1,846 0.8 2,157 1.3
Other.....ccocvevivennnn. 2.0 8,205 3.6 4,255 2.7
Total, excluding cost of

other real estate owned.... 181,050 45.7% 123,289 53.5% 84,649 53.6%
Retention and warrant

incentive plans............ 17,311 2,102 210
Cost of other real estate

owned........cceevuennn. - 268 (1,214)

Total noninterest expense.... $198,361 $125,659 $83,645

Compensation and benefits expenses totaled $108idnnn 2000, a $32.6 million, or 44.2%, increaseer the $73.8 million incurred in
1999. This increase was largely the result of aneiase in the number of average full-time equivgbensonnel (FTE) we employ, combined
with an increase in performance-based compensasisociated with our incentive bonuses and emplstosk ownership plan. Average FTE
personnel increased from 645 in 1999 to 830 in 2@@Mnpensation and benefits expenses totaled $7i8i8n in 1999, a $29.8 million, or
67.6%, increase over the $44.0 million incurred998. This increase was largely the result of aneiase in the number of average full-time
equivalent personnel (FTE) we employ, combined withincrease in performance-based compensationiassbwith our incentive bonuses
and employee stock ownership plan. Average FTEope increased from 521 in 1998 to 645 in 199% iflerease in FTE personnel from
1998 through 2000 was primarily due to a combimatibour efforts to develop and support new markatsugh geographic expansion, to
develop and expand products, services and nichdgpabuild an infrastructure sufficient to suppemrtsent and prospective business
activities. Further growth in our FTE personndikgly to occur during future years as a resulthaf continued expansion of our business
activities.
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Professional services expenses, which consistsié @ssociated with corporate legal servicesatitiqp settlements, accounting and auditing
services, consulting, and our board of directataléd $20.8 million in 2000, a $9.1 million, or.I%, increase from the $11.8 million total in
1999. We incurred $9.9 million in professional seeg expenses in 1998. The increase in professsamaices expense in 2000, as compared
to 1999, primarily related to an increase in cotiisglfees associated with several business iniéatiFurther, the increase in professional
services expenses during the past three yearsteflee extensive efforts we have undertaken téiroas to build and support our
infrastructure, as well as evaluate and pursuemesiness opportunities. It also reflects our effamtoutsourcing several corporate functions,
such as internal audit, facilities management aaditreview, where we believe we can achieve alipation of cost savings and increased
quality of service. The increase in professionatises in 1999, as compared to 1998, primarilytegldo an increase in both consulting fees
associated with several business initiatives, uiclg the year 2000 remediation project, and legasfprimarily related to loan consultations
and the workout of various commercial credits.

Retention and warrant incentive plans expenseetl 7.3 million in 2000, $2.1 million in 1999 abd.2 million 1998. Under the provisions
of the retention and warrant incentive plans, elygds are compensated with a fixed percentage n$ gaalized on warrant and certain
venture capital fund and direct equity investmentee increase in retention and warrant plans expeas directly related to the increase in
warrant, venture capital fund and direct equityeistment gains over the comparable 1999 and 199&dger

Occupancy, furniture and equipment expenses togédt million in 2000, $12.9 million in 1999 and1$9 million in 1998. The increase in
occupancy, furniture and equipment expenses in,200ompared to 1999, was primarily attributabledrtain non-recurring costs in
connection with the expansion of our existing hegdltgrs facility during the fourth quarter of 208 addition of new regional offices, and
an increase in recurring expenses associated withdditional office space. The increase in occapafurniture and equipment expenses in
1999, as compared to 1998, was primarily the refudur continued geographic expansion to develapsaipport new markets.

Business development and travel expenses totate@ $illion in 2000, an increase of $4.5 milliom,68.4%, compared to the $6.6 million
total in 1999. We incurred $6.0 million in businglevelopment and travel expenses in 1998. Theaseran business development and travel
expenses during each of the last two years wasliaagtributable to overall growth in our businessluding both an increase in the number
of FTE personnel and expansion into new geographidets.

Postage and supplies expenses totaled $3.5 mi#ixe, million and $2.2 million in 2000, 1999 and®89respectively. Total telephone
expenses were $2.8 million in 2000, $1.9 milliori 899 and $2.2 million in 1998. The increase intggs and supplies expense during each
of the past two years and the increase in telepkrpense between 1999 and 2000 resulted from dgeoavth in our business, including
both an increase in the number of FTE personnekapdnsion into new geographic markets. The deeri@aglephone expense in 1999, as
compared to 1998 relates primarily to our effootségotiate lower telecommunications rates.

Advertising and promotion expenses totaled $3.5ionil $2.3 million and $2.2 million in 2000, 19981998, respectively. The increase in
advertising and promotion expenses during eacheofast two years reflects a concerted effort todase our marketing nationwide.

Trust preferred securities distributions totaled3®Rillion in 2000 and 1999 and $2.0 million in B3These amounts resulted from the
issuance of $40.0 million in cumulative trust prede securities during the second quarter of 1988.trust preferred securities pay a fixed
rate quarterly distribution of 8.25% and have a imaxn maturity of 30 years.

Other noninterest expenses totaled $8.2 millio20B0 and 1999 and $4.3 million in 1998, respecgtivEhe increase in other noninterest
expenses in 1999 of $4.0 million, as compared &81%as primarily due to $2.1 million in charitalgientributions made to the Silicon Vall
Bank Foundation and increased data processing. costs
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In 1999, we incurred minimal net costs associatiéd @REO. Additionally, the 1998 OREOQO net gain dt&million primarily resulted from
$1.3 million gain realized in connection with treesof an OREO property that consisted of multipideveloped lots.

INCOME TAXES.

Our effective income tax rate was 40.4% in 2000pgared to 39.5% in 1999 and 41.1% in 1998. Theghamour effective income tax rate
over the past three years was principally attribletédo changes in our multi-state income tax rate.

FINANCIAL CONDITION
Assets totaled $5.6 billion at December 31, 2080narease of $1.0 billion, or 22.4%, compared4®dillion at December 31, 1999.
FEDERAL FUNDS SOLD AND SECURITIES PURCHASED UNDER AGREEMENT TO RESELL.

Federal funds sold and securities purchased umgleement to resell totaled a combined $1.4 billibDecember 31, 2000, an increase of
$491.7 million, or 54.8%, compared to the $898.0iom outstanding at the prior year end. This irere was attributable to our investing
excess funds, resulting from continued deposit gnauring 2000, in these types of short-term liguikestments.

INVESTMENT SECURITIES.

The following table details the composition of istrent securities, which were classified as avitédr-sale and reported at fair value,
except for non-marketable venture capital fund stweents, other private equity investments and Fédaserve Bank stock and tax credit
funds, which were reported on a cost basis lessdemfified impairment, at December 31, 2000, 1888 1998.

DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS)
Available-for-sale securities:

U.S. Treasury securities.................... $ 25,011 $ 29,798 $ 41,049
U.S. agencies and corporations:
Discount notes and bonds.................. 1, 027,531 855,570 498,016
Mortgage-backed securities................ 166,409 161,822 125,059
Collateralized mortgage obligations....... 209,585 221,952 155,149
Obligations of states and political
SUbdiViSIONS........c.ovvveeiiiiieeins 401,047 196,396 515,770
Commercial paper and other debt
SECUMLIES...ceiviieeiiieiieeciiee e 53,900 117,084 48,464
Money market mutual funds................... 155,254 27,103 -
Warrant securities...........cccoccvveeenne 7,033 68,358 670
Venture capital fund investments............ -- 42,750 --
Other equity investments.................... 23 2,356 --
Total available-for-sale securities........... 2, 045,793 1,723,189 1,384,177

Non-marketable securities:
Federal Reserve Bank stock and tax credit

funds...ovveeeeee e, 15,538 12,336 7,397
Venture capital fund investments............ 30,519 9,811 5,359
Other private equity investments............ 15,740 2,072 569

Total non-marketable securities............... 61,797 24,219 13,325
Total investment securities................... $2, 107,590 $1,747,408 $1,397,502
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Investment securities totaled $2.1 billion at DebenB1, 2000, an increase of $360.2 million, 0628.over the December 31, 1999 balance
of $1.7 billion. This increase resulted from excesgls that were generated by strong growth indeyosits outpacing the growth in loans
during 2000, and primarily consisted of U.S. agesegurities, obligations of states and politicdddivisions, and money market mutual
funds. The decrease in commercial paper and oti#rsgcurities was primarily due to maturities. @eerease in venture capital fund
investments of $22.0 million between 1999 and 20¢4% primarily due to the sale of a venture capitatl investment in 2000 which had a
fair value of $42.8 million at December 31, 1998eToverall growth in the investment portfolio retied our actions to increase as well as to
further diversify our investment portfolio in respse to a continued significant increase in liqyidit

Based on December 31, 2000 market valuations, Webgential pre-tax warrant gains totaling $6.8ioml related to 34 companies. We are
restricted from exercising many of these warrantd later in 2001. As of December 31, 2000, wedhk[324 warrants in 1,038 companies,
and had made investments in 208 venture capitalsfand direct equity investments in 60 companiemybf these companies are non-
public. Thus, for those companies for which a rigadiéterminable market value cannot be obtainedvalge those equity instruments at cost
less any identified impairment. Additionally, weeaypically precluded from using any type of defiwa instrument to secure the current
unrealized gains associated with many of theseyemstruments. Hence, the amount of income weazedtom these equity instruments in
future periods may vary materially from the currentealized amount due to fluctuations in the mipkiees of the underlying common stc
of these companies. Furthermore, we may reinvesesw all of the income realized from the dispositof these equity instruments in
pursuing our business strategies.

Investment securities totaled $1.7 billion at DebenB31, 1999, an increase of $349.9 million, 002&.over the December 31, 1998 balance
of $1.4 billion. This increase resulted from exciesgls that were generated by strong growth indeyosits outpacing the growth in loans
during 1999, and primarily consisted of U.S. agesegurities, mortgage-backed securities, collam@lmortgage obligations, and
commercial paper. The decrease in U.S. Treasuryises and obligations of states and politicaldiulsions was primarily due to maturities.
The overall growth in the investment portfolio exfted our actions to increase as well as to fudhenrsify our investment portfolio in
response to a continued significant increase undity.

At December 31, 2000, there were no investmentridesuheld by us which were issued by a singléypaxcluding securities issued by the
U.S. Government or by U.S. Government agenciesambrations, and which exceeded 10.0% of our stoiders' equity at year end.
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The following table provides the remaining conteattprincipal maturities and fully taxable-equivatlgields on investment securities as of
December 31, 2000. The weighted-average yieldngpeded using the amortized cost of availablediale securities, which are reported at
value. Expected remaining maturities of certain.ld@ency securities, mortgajacked securities and collateralized mortgage atitigs will
generally differ from their contractual maturitiescause borrowers may have the right to prepagatidins with or without penalties. Certain
obligations of states and political subdivision,iethare auction-based, will also have expected i@nm@maturities that differ from their
contractual maturities. Warrant securities, ventagital fund investments, other private equityeistinents, Federal Reserve Bank stock, and
tax credit funds, were included in the table bedmsamaturing after 10 years.

DECEMBER 31, 2000

AFTER ONE AFTER FIVE
(@] NE YEAR YEAR TO YEARS TO
TOTAL OR LESS FIVE YEARS TEN YEARS
WEIGHTED- WEIGHTED- WEIGHTED- WEIGH TED-
CARRYING AVERAGE CARRYI NG AVERAGE CARRYING AVERAGE CARRYING AVER AGE
VALUE YIELD VALUE YIELD VALUE YIELD VALUE YIE LD

(DOLLARS IN THOUSANDS)
U.S. Treasury

securities........ $ 25,011 5.64% $25,0 11 5.64% - - - - -
U.S. agencies and

corporations:

Discount notes and

bonds............. 1,027,531 5.99 224,2 99 5.58 $803,232 6.10% - - -
Mortgage-backed

securities........ 166,409 6.37 -- -- --
Collateralized

mortgage

obligations....... 209,585 6.40 - - 7,548 6.26 22,811 6.4 1
Obligations of

states and

political

subdivisions...... 401,047 6.68 9,6 17 6.67 47,904 6.54 106,776 6.7 5
Commercial paper and

other debt

securities........ 53,900 6.94 53,9 00 6.94 - - - - -
Money market mutual

funds............. 155,254 6.34  155,2 54 6.34 - - - - -
Warrant

securities........ 7,033 - -- -- -- - -- - -
Venture capital fund

investments....... 30,519 - -- -- -- - -- - -
Other private equity

investments....... 15,763 -- -- -- -- - -- - -
Federal Reserve Bank

stock and tax

credit funds...... 15,538 - - - - - - - -

$ 4,040 6.0 6%

Total............... $2,107,590 6.25% $468,0 81 6.02%

AFTER
TEN YEARS
WEIGHTED-
CARRYING AVERAGE
VALUE  YIELD
(DOLLARS IN THOUSANDS)
U.S. Treasury
securities........ - -
U.S. agencies and
corporations:
Discount notes and
bonds............. - -
Mortgage-backed
securities........ $162,369 6.38%
Collateralized
mortgage
obligations....... 179,226 6.41
Obligations of
states and
political
subdivisions...... 236,750 6.68
Commercial paper and
other debt



securities........ -- --
Money market mutua

funds............. --
Warrant

securities........ 7,033 --
Venture capital fund

investments....... 30,519
Other private equity

investments....... 15,763
Federal Reserve Bank

stock and tax

credit funds...... 15,538 --

Total............... $647,198 6.51%

Mortgage-backed securities (MBS), collateralizedtgage obligations (CMO) and callable U.S. agersmusties (agencies) pose risks not
associated with fixed maturity bonds, primarilyateld to the ability of the borrower to call or pagphe debt with or without penalty. This
risk, known as prepayment risk, may cause the MBSCMO and the agencies to remain outstanding fmeriod of time different than that
assumed at the time of purchase. When interes dateline, prepayments generally tend to increamsesing the average expected remaining
maturity of the MBS, the CMO and the Agencies tolite. Conversely, if interest rates rise, prepaytseend to decrease, lengthening the
average expected remaining maturity of the MBS QN and the agencies.
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LOANS.

The composition of the loan portfolio, net of umeat income, for each of the past five years iohsis:

DEC EMBER 31, 2000
2000 1999 1998 1997 1996

(DOLL ARS IN THOUSANDS)
Commercial.............. $1,531,468 $1,414,728 $1,429,980 $1,051,218 $755,699
Real estate
construction.......... 62,253 76,209 74,023 53,583 27,540
Real estate term........ 38,380 67,738 60,841 33,395 44,475
Consumer and other...... 84,448 64,330 47,077 36,449 35,778
Total loans............. $1,716,549 $1,623,005 $1,611,921 $1,174,645 $863,492

Average loans decreased $11.5 million, or 0.7920@0 as compared to 1999, resulting in a $1.2onillinfavorable volume variance. While
we have continued to increase the number of cleerding relationships in most of our technology &fedsciences niche practices, as well as
in specialized lending products, growth in our Igamtfolio has been impacted by several differantdrs. First, many of our clients, prima
in the technology and life sciences niche, haveived significant cash inflows from the capital k&ts and venture capital community dut
the early part of 2000. This increase in the amofiequity raised by our clients has mitigateditineied for debt from us. Second, beginning
in 1999, we began an initiative to create more gjiaity in our loan portfolio, and as a result, aeduced the average loan balance
outstanding from approximately $0.8 million in 19@9pproximately $0.5 million at the end of 20@e believe this granularity initiative is
essentially complete as of 2000 year end. Lastyewited several "non-core" lending niches in 2@0@h as entertainment and healthcare
services, reducing loan outstandings over $100l@omby exiting these niches. This initiative is@ essentially complete as of 2000 year
end. As a result of the current slow-down in theiteh markets and venture capital funding, as wslthe completion of our granularity
initiative and exit of several non-core niches,axpect average loan growth during 2001 of approteipe 0% or more.

The following table sets forth the remaining coatual maturity distribution of our loans (reportewdl a gross basis) at December 31, 2000 for
fixed and variable rate loans:

DECEMBER 31, 2000

AFTER ONE YEAR
ONE YEAR AND THROUGH AFTER
OR LESS FIVE YEARS FIVE YEARS TOTAL

(DOLLARS IN THOUSANDS)
Fixed rate loans:

Commercial.........ccccoeveennennn $21,617 $296,179 $44,204 $ 362,000
Real estate construction............. 87 3,362 3,543 6,992

Real estate term............... .. 1,314 1,530 10,519 13,363
Consumer and other................... 334 4,266 500 5,100

Total fixed rate loans $ 23,352 $305,337 $58,766 $ 387,455
Variable rate loans:

Commercial.........cccccevveennnnn. $725,692 $395,739 $55,781 $1,177,212
Real estate construction............. 50,171 1,525 3,942 55,638
Real estate term............... .. 13,381 9,488 2,385 25,254
Consumer and other................... 48,543 3,323 27,524 79,390
Total variable rate loans... . $837,787 $410,075 $89,632 $1,337,494

Upon maturity, loans satisfying our credit qualtandards may be eligible for renewal. Such rerewaa subject to the normal underwriting
and credit administration practices associated nétlv loans. We do not grant loans with unconditi@xéension terms.
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A substantial percentage of our loans are commiércizgature, and such loans are generally madengrging growth and middle-market
companies in a variety of industries. As of DecenBie 2000, no single industry sector (as iderdifi¢ Standard Industrial Codes)
represented more than 10.0% of our loan portfolio.

LOAN ADMINISTRATION.

Authority over our loan policies resides with owald of directors. This authority is managed thiotige approval and periodic review of our
loan policies. The board of directors delegatebarity to the directors' loan committee to supexasir loan underwriting, approval and
monitoring activities. The directors' loan comnetieonsists of outside board of directors membedsoan chief executive officer, who serves
as an alternate.

Subject to the oversight of the directors' loan ootiee, lending authority is delegated to the chrefit officer and our internal loan
committee which consists of the chief credit offiadbe chief executive officer of Silicon Valley Blaand other senior members of our lent
management. Requests for new and existing crediicimwneet certain size and underwriting criteriayrha approved outside of our internal
loan committee by designated senior lenders otlyowith a senior credit officer.

CREDIT QUALITY AND THE ALLOWANCE FOR LOAN LOSSES.

Credit risk is defined as the possibility of sustag a loss because other parties to the finamgalument fail to perform in accordance with
the terms of the contract. While we follow undetimg and credit monitoring procedures which we éedi are appropriate in growing and
managing the loan portfolio, in the event of nofipenance by these other parties, our potential sxpoto credit losses could significantly
affect our consolidated financial position and @zgs.

Lending money involves an inherent risk of nonpagt&hrough the administration of loan policies amonitoring of the loan portfolio, our
management seeks to reduce such risks. The all@dantoan losses is an estimate to provide a firsuffer for losses, both identified and
unidentified, in the loan portfolio.

We regularly review and monitor the loan portfdiiodetermine the risk profile of each credit, anddientify credits whose risk profiles have
changed. This review includes, but is not limitedsuch factors as payment status, the financiraition of the borrower, borrower
compliance with loan covenants, underlying collatgalues, potential loan concentrations, and gérmemonomic conditions. We identify
potential problem credits and, based upon knoworinétion, we develop action plans.

We have established an evaluation process destgrastermine the adequacy of the allowance for loases. This process attempts to as
the risk of losses inherent in the loan portfoljosegregating the allowance for loan losses inteetltomponents: "specific,” "loss migration,"
and "general.” The specific component is establidheallocating a portion of the allowance for Idasses to individual classified credits on
the basis of specific circumstances and assessnidrgdoss migration component is calculated amatfon of the historical loss migration
experience of the internal loan credit risk ratiagegories. The general component, composed aiaddld and unallocated portions that
supplement the first two components, includes:management's judgment of the effect of currentfaretasted economic conditions on the
borrowers' abilities to repay, an evaluation ofdHewance for loan losses in relation to the sizthe overall loan portfolio, an evaluation of
the composition of, and growth trends within, tbarl portfolio, consideration of the relationshiptoé allowance for loan losses to
nonperforming loans, net charge-off trends, anéotictors. While this evaluation process use®ficstl and other objective information, the
classification of loans and the establishment efdtiowance for loan losses, relies, to a greargxbn the judgment and experience of our
management.
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An analysis of the allowance for loan losses ferplast five years is as follows:

DECEMBER 31,

2000 1999 1998 1997 1996
(DOLLARS IN THOUSANDS)
Balance at January 1,............... $71,800 $4 6,000 $37,700 $32,700 $29,700
Charge-offs:
Commercial......cc.cocevveeennnns (63,177) (3 4,312) (31,123) (9,236) (9,056)
Real estate................. -- - -- -- (634)
Consumer and other................ (203) (196) - - (38)
Total charge-offs........ . (63,380) (3 4,508) (31,123) (9,236) (9,728)
Recoveries:
Commercial..........ccoeveeeennns 10,507 7,849 1,897 3,170 2,050
Real estate................. 47 34 366 986 217
Consumer and other................ 224 18 1 13 35

7,901 2,264 4,169 2,302

Net charge-offs..........cccue..n. 6,607) (28,859) (5,067) (7,426)
Provision for loan losses........... 54,602 5 2,407 37,159 10,067 10,426

Balance at December 31,............. $73,800 $7 1,800 $46,000 $37,700 $32,700

Total recoveries

Net charge-offs to average
total loans.........cccceeuveen. 3.3% 1.7% 2.2% 0.5% 1.0%

The following table displays the allocation of tiléowance for loan losses among specific classésanis:

DECEMBER 31,

2000 1999 1998 1 997
PERCENT PERCENT PERCENT
OF TOTA L OF TOTAL OF TOTAL
AMOUNT LOANS AMOUNT LOANS AMOUNT LOANS AM OUNT
(DOLLARS IN THOUSANDS)
Commercial...............c..... $54,300 92.7% $49,985 955% $28,417 95.8% $30 ,394
Real estate term............... 806 1.4 795 1.5 438 1.4 426
Real estate construction....... 1,141 1.9 792 15 374 1.3 274
Consumer and other............. 2,350 4.0 757 15 434 1.5 386
Unallocated.................... 15,203 N/A 19,471 N/A 16,337 N/A 6 ,220
o] - | $73,800 100.0% $71,800 100.0% $46,000 100.0% $37 , 700
DECEMBER 31,
1997 1996

PERCENT PERCENT

OF TOTAL OF TOTAL

LOANS  AMOUNT LOANS

(DOLLARS IN TH OUSANDS)

Commercial.........cc..c....... 89.5% $18,716 87.5%
Real estate term............... 2.8 873 5.2
Real estate construction....... 4.6 140 3.2
Consumer and other............. 3.1 615 4.1
Unallocated.................... N/A 12,356 N/A
Total.....ccccvvverieeeeenn. 100.0% $32,700 100.0%

The allowance for loan losses totaled $73.8 milabDecember 31, 2000, an increase of $2.0 milbor2.8%, compared to $71.8 million at
December 31, 1999. This increase was due to $5dli6min additional provisions to the allowance foan losses, offset by net charge-offs
of $52.6 million during 2000. The 2000 net chardieamount was composed of $63.4 million in grosarge-offs and $10.8 million in gross
recoveries. The 2000 gross charge-offs includesktientertainment credits totaling $23.1 million &nd commercial credits totaling $12.0
million in our healthcare services niche. Of th&k@000 gross charge-offs, $13.4 million were sifésd as nonperforming loans at the end of
1999.

The unallocated component of the allowance for loases as of December 31, 2000 decreased $4i8miibm the prior year end. Tt



decrease in the unallocated reserve reflects aisida to increase macro allocations due to th@eenc uncertainty surrounding many of «
markets in 2001.

Gross charge-offs in 1999 included a $7.4 milliomenercial credit in our financial services (nonkeglogy) niche and a $5.7 million
commercial credit in our computers and periphenalke. Of the total 1999 gross charge-offs, $6 ianiwere classified as nonperforming
loans at the end of 1998.
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The 1998 gross charge-off total included $17.4iamland $7.2 million in chargeffs that were incurred during the third and fougtharters c
1998, respectively. Gross charge-offs for the thudrter of 1998, the largest of which was $7.0iom) were primarily related to five
commercial credits and were not concentrated inpanticular niche or industry. Of the total 1998dhguarter gross charge-offs, $8.1 million
were classified as nonperforming loans at the érid87.

We incurred $7.2 million in gross charge-offs dgrthe fourth quarter of 1998, primarily centeredim QuickStart and bridge portfolios.
Gross charge-offs in the fourth quarter of 1998uded three bridge loans and four QuickStart Idateling $2.5 million and $1.9 million,
respectively. Our QuickStart product was basedtigd part on an analysis that indicates that aledbsenture capital-backed clients that
receive a first round of equity infusion from a tne capitalist will receive a second round. Thalgsis indicated that the second round
typically occurred 18 months after the first rouRignce, proceeds from the second round could ek toggay off the 18-month term loan
offered under the QuickStart product. However,gbeond round has been occurring much sooner theetted and the additional cash
infusion has occasionally been depleted before 48ths. The likelihood of a third round occurringhist as great as a second round and thus
this resulted in higher than anticipated chargs-oéfated to this product during the fourth quanfet998.

Gross charge-offs for 1997 were $9.2 million, amduded charge-offs totaling $6.5 million relatedwo commercial credits, one in our
technology and life sciences niche and the othenaof our special industry niches. Gross recesgest $4.2 million in 1997 included $1.1
million related to a commercial credit in one of epecial industry niches that was partially chdrg# in 1996. Gross charge-offs for 1996
were $9.7 million, and primarily resulted from figeedits, none of which were related to the Batdctinology and life sciences niche. Gross
recoveries of $2.3 million in 1996 included $0.9lion related to one commercial credit that wadipfly charged off in 1994.

We have continued to evaluate both U.S. and intexma economic events during 2000 and the foredastthe U.S. economy for 2001 in an
effort to monitor the markets we serve. The outlmithe U.S. economy in 2001 is uncertain, althong significant current or forecasted
negative impact has been identified with respecioloan growth, credit quality, overall financ@ndition, and results of operations. We
believe our allowance for loan losses is adequatd ®ecember 31, 2000. However, future changegdumstances, economic conditions or
other factors could cause us to increase or deetbasallowance for loan losses as deemed necessagdition, various regulatory agenci
as an integral part of their examination processggically review our allowance for loan lossesck agencies may require us to make
adjustments to the allowance for loan losses basdHeir judgment of information available to thatrthe time of their examination.

Nonperforming assets consist of loans that areghas90 days or more which are still accruing egérloans on nonaccrual status and Of
and other foreclosed assets. The table below eetsdertain data and ratios between nonperfordaags, nonperforming assets and the
allowance for loan losses. During 2000, 1999 ar@B18ur nonaccrual loans represented all impawadd. We measure all loans placed on
nonaccrual status for impairment based on thevfdire of the underlying collateral or the net presalue of the
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expected cash flows in accordance with Statemehinaincial Accounting Standard (SFAS) No. 114, "é&aating by Creditors for
Impairment of a Loan."

DECEMBER 31,

2000 1999 1998 1997 1996

(DOLLARS IN THOUSANDS)
Nonperforming assets:

Loans past due 90 days or more......... $ 98 $ 911 $ 441 $1,016 $8,556
Nonaccrual loans..............c.c....... 18,287 27,552 19,444 24,476 14,581
Total nonperforming loans.............. 18,385 28,463 19,885 25,492 23,137
OREO and other foreclosed assets....... -- -- 1,800 1,858 1,948

.. $18,385 $28,463 $21,685 $27,350 $25,085

Nonperforming loans as a percent of

total loans........ccccevvvieeenne 1.1% 1.7% 1.2% 2.2% 2.7%
Nonperforming assets as a percent of

total assets.........ccvveevennnn. 0.3% 0.6% 0.6% 1.0% 1.3%
Allowance for loan losses.............. $73,800 $71,800 $46,000 $37,700 $32,700

As a percent of total loans.......... 4.3% 4.4% 2.8% 3.2% 3.8%

As a percent of nonaccrual loans..... 403.6% 260.6% 236.6% 154.0% 224.3%

As a percent of nonperforming

loans.....cccooveveiiiiiieeien, 401.4% 252.3% 231.3% 147.9% 141.3%

The detailed composition of nonaccrual loans is@néd in the following table. There were no reshte construction or real estate term
loans on nonaccrual status at December 31, 2000291

DECEMBER 31,

2000 1999
(DOLLARS IN THOUSANDS)
Commercial....ccccocvevvieeiiiiiiiie e $18,003 $27,358
Consumer and other.........cooevvivevveeee. 284 194
Total nonaccrual loans........cccceceeeevcvce. $18,287 $27,552

Nonperforming loans totaled $18.4 million at Decem®1, 2000, a decrease of $10.1 million, or 35.#8&m the $28.5 million total ¢
December 31, 1999. Of the total nonperforming lcangear-end 1999, $13.4 million were charged$iff1 million remained on
nonperforming status and $14.0 million were rephidng 2000. Additionally, $17.3 million in loanseve placed on nonperforming status
during 2000 and still classified as nonperformiogrs at the end of 2000.

Nonperforming loans at the end of 2000 included @mamercial credit totaling $6.8 million in our lith@are services (n-technology)

niche. This credit has been classified as nonpaifay since the first quarter of 2000. Our managérbelieves this credit is adequately
secured with collateral and reserves, and thafanye charge-offs associated with this loan wilt have a material impact on our future net
income.

Nonperforming loans totaled $28.5 million at Decem®1, 1999, an increase of $8.6 million, or 43.1%m the $19.9 million total ¢
December 31, 1998. Of the total nonperforming lcatngear-end 1998, $6.0 million were charged d¥f2$nillion were placed on performing
status and $13.2 million were repaid during 199@diionally, $28.0 million in loans were placed wonperforming status during 1999 and
still classified as nonperforming loans at the ehd999. Nonperforming loans totaled $19.9 millarDecember 31, 1998, a decrease of $5.6
million, or 22.0%, from the $25.5 million total Becember 31, 1997. Of the total nonperforming lcangear-end 1997, $10.0 million were
charged off, $7.4 million were placed on performstgtus and $4.8 million were repaid during 1998.a8ditional $16.6 million in loans

were placed on nonperforming status during 1998stiidtlassified as nonperforming at DecemberIX98. Nonperforming loans at
December 31, 1997 totaled $25.5 million, an inceezfs$2.4 million, or 10.2%, from the $23.1 milliestal at December 31, 1996, as a $9.9
million net increase in nonaccrual loans during7L@&s largely offset by the
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payoff during the first quarter of 1997 of one dtéd excess of $8.0 million that was more thand@@s past due, and still accruing interest, as
of December 31, 1996. The increase in nonaccraalslat December 31, 1997, from the prior year wad,primarily due to two commercial
credits totaling approximately $14.1 million whiakere placed on nonaccrual status during the |ld50ha997, one of which was returned to
performing status in the first quarter of 1998 #mel other was partially charged off in 1998, whik temaining balance still in nonperformi
Nonperforming loans at December 31, 1996 inclutiedaforementioned credit in excess of $8.0 miltlwat was more than 90 days past ¢

and still accruing interest, as of December 31619%e Export-Import Bank of the U.S. (EX-IM) praeid us with a guarantee of this credit
facility, and we received the guarantee paymeamateelto this credit from the EX-IM in the first qter of 1997.

In addition to the loans disclosed in the foregaanglysis, we have identified three loans with gipal amounts aggregating approximately
$8.8 million, that, on the basis of information krmoto us, were judged to have a higher than norislalof becoming nonperforming. We are
not aware of any other loans where known infornmagibout possible problems of the borrower castews®doubts about the ability of the
borrower to comply with the loan repayment terms.

We held no OREO or other foreclosed assets at Dieee81, 2000 and 1999. OREO or other forecloseetsisstaled a combined $1.8
million at December 31, 1998. The OREO and othexdiosed assets balance at December 31, 1998 tmwhefsone OREQO property and one
other asset, which was acquired through foreclosuoth of which were sold during 1999. The OREOperty consisted of multiple
undeveloped lots and was acquired by us prior he 11993. The one other asset acquired throughlémee, which totaled $1.1 million at
December 31, 1998, consisted of a favorable leddelyht under a master lease which we acquiredchdpreclosure of a loan during 1997.

DEPOSITS.

Our deposits are largely obtained from clients imithur technology and life sciences niche, and kesser extent, from businesses within our
special industry niches and from individuals serlsgaur executive banking division. We do not obtéposits from conventional retail
sources and do not accept brokered deposits. Tlogviiog table presents the composition of our dépdsr the last five years:

DE CEMBER 31,
2000 1999 1998 1997 1996
(DOLLAR S IN THOUSANDS)
Noninterest-bearing
demand.............. $2,448,758 $1,928,100 $ 921,790 $ 788,442 $ 599,257
NOW.....cocovriiannnn 57,857 43,643 19,978 21,348 8,443
Regular money market.. 354,939 363,920 350,110 351,921 326,661
Bonus money market.... 1,164,624 1,481,457 1,835,249 1,146,075 754,730
Time....cccooeene. 836,081 292,285 142,626 124,621 85,213
Total deposits........ $4,862,259 $4,109,405 $ 3,269,753 $2,432,407 $1,774,304

Total deposits were $4.9 billion at December 3D®&n increase of $752.9 million, or 18.3%, frdma prior year-end total of $4.1 billion. A
significant portion of the increase in depositsinig2000 was concentrated in our noninterest-bgatémand deposits, which increased
$520.7 million, or 27.0%, from the prior year efithis increase was explained by high levels of tliguidity attributable to a strong inflow
of investment capital into the venture capital camity and the equity markets, and by growth inrithenber of clients served by us during
2000. Time deposits also increased $543.8 millimarily due to clients having to cash secureststof credit that we have issued on their
behalf to third parties.

Client deposits in our bonus money market produteed $1.2 billion at December 31, 2000, a $3h6IBon, or 21.4%, decrease from the
$1.5 billion prior year-end balance. Despite thghHevels of client liquidity, our money market @sfis at December 31, 2000 decreased
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$325.8 million from the prior year end. The decesesmoney market deposits was the result of ometing bonus money market deposit
rates during 1999 and marketing higher-yieldinglzfance sheet private label mutual fund produrtdients. We did this to lower our total
deposits and total assets, thereby increasing iearlTleverage ratio.

The aggregate amount of time deposit accountsiohailly exceeding $100,000 totaled $773.5 milliord £258.1 million at December 31,
2000 and 1999, respectively. At December 31, 2680Bstantially all time deposit accounts exceedib@0$000 were scheduled to mature
within one year. No material portion of our depssias been obtained from a single depositor antb$iseof any one depositor would not

materially affect our business.

INTEREST RATE RISK MANAGEMENT

A key objective of asset/liability management isrtanage interest rate risk associated with charagsgt and liability cash flows and market
interest rate movements. Interest rate risk oostien interest rate sensitive assets and liabilit@not reprice simultaneously and in equal
volumes. Our asset/liability committee (ALCO) prdes oversight to our interest rate risk managemmertess and recommends policy
guidelines regarding exposure to interest rateafproval by our board of directors. Adherencéntisé policies is monitored on an ongoing
basis, and decisions related to the managementesEst rate exposure are made when appropriategradd to by our ALCO.

We manage interest rate risk principally throughtsgies involving our investment securities pditfdncluding adjusting both the maturity
structure of the portfolio and the amount of int¢m&ate sensitive securities. Our policies perhtlimited use of off-balance sheet derivative
instruments in managing interest rate risk.

Our monitoring activities related to managing iesgrrate risk include both interest rate sensytilgiap" analysis and the use of a simulation
model. While traditional gap analysis providesrage picture of the interest rate risk embeddetthénbalance sheet, it provides only a static
view of interest rate sensitivity at a specificqidh time and does not measure the potential Mityah forecasted results relating to changes
in market interest rates over time. Accordingly, seenbine the use of gap analysis with use of alsition model which provides a dynamic
assessment of interest rate sensitivity.

The interest rate sensitivity gap is defined adifference between the amount of interest-earassgts anticipated to reprice within a
specific time period and the amount of funding sesranticipated to reprice within that same tim@ople A gap is considered positive when
the amount of interest rate sensitive assets iagneithin a specific time period exceeds the antairiunding sources repricing within that
same time period. Positive cumulative gaps in earlg periods suggest that earnings will increaBeminterest rates rise. Negative
cumulative gaps suggest that earnings will incredsen interest rates fall. The gap analysis asemfdinber 31, 2000 indicates that the
cumulative one-year gap as a percentage of inteezsing assets was a positive 21.1%.

The following table illustrates our interest ragmsitivity gap positions at December 31, 2000.
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INTEREST RATE SENSITIVITY ANALYSIS AS OF
DECEMBER 31, 2000

ASSETS AND LIABILIT IES WHICH MATURE OR REPRICE

1 DAY
TO

IMMEDIATELY 1 MONTH

INTEREST-EARNING
ASSETS:

Federal funds sold
and securities
purchased under
agreement to resell

Investment
securities:
U.S. Treasury and
agencies
obligations

Collateralized
mortgage
obligations and
mortgage-backed
securities (2)...

Obligations of
states and
political
subdivisions.....

Commercial paper
and other debt
securities.......

Other equity
securities (3)...

Total investment
securities.........

(DOLLAR

$1,389,734

-- 1,531

'
H
N
w
~N
N
©
N

Loans (4), (5)....... $1,232,121 27,585

Total
interest-earning

assets............. $1,232,121 $1,865,298

FUNDING SOURCES:
Money market and
NOW deposits.....
Time deposits......
Total
interest-bearing
deposits...........
Trust preferred
securities.........
Portion of
noninterest-bearing
funding sources....

Total funding

- $1,577,420
- 49,022

SOUrces............ - $1,626,442

GAP.....cccvveee $1,232,121 $ 238,856

Cumulative Gap....... $1,232,121 $1,470,977

ASSETS AND LIABILITIES WHIC

AFTER
1 YEAR
TO AFTER 5
5 YEARS YEARS
(DOLLARS IN THO
INTEREST-EARNING
ASSETS:
Federal funds sold
and securities

AFTER AFTER AFTER

1 MONTH 3 MONTHS 6 MONTHS
TO TO TO

3 MONTHS 6 MONTHS 1YEAR

S IN THOUSANDS)

$ 69,742 $ 84,597 $ 94,596

3,090 4,708 9,676

487 5,523 3,609

73,319 94,828 107,881

50,257 25,845 51,383

$ 123,576 $ 120,673 $ 159,264

$ 533,672 $ 71,981 $ 170,579

533,672 71,981 170,579

$ 533,672 $ 71,981 $ 170,579

$(410,096) $ 48,692 $ (11,315)
$1,060,881 $1,109,573 $1,098,258

H MATURE OR REPRICE

NOT
STATED TOTAL

USANDS)



purchased under
agreement to resell
) - - -- $1,389,734

Investment

securities:
U.S. Treasury and

agencies

obligations

(25 IEv $ 803,607 --
Collateralized

mortgage

obligations and

mortgage-backed

securities (2)... 83,599 $ 273,390
Obligations of

states and

political

subdivisions..... 48,000 106,134 -- 401,047
Commercial paper

and other debt

securities....... - - - 53,900
Other equity

securities (3)... - - % 68,853 224,107

1,052,542

375,994

Total investment
securities......... 935,206 379,524 68,853 2,107,590

Loans (4), (5)....... 264,459 17,078 47,821 1,716,549
Total

interest-earning

assets............. $1,199,665 $ 396,602 $ 116,674 $5,213,873

FUNDING SOURCES:

Money market and

NOW deposits..... - - $1,577,420
Time deposits...... $ 10,827 - - 836,081
Total

interest-bearing

deposits........... 10,827 - - 2,413,501
Trust preferred

securities......... - $ 38,589 - 38,589
Portion of

noninterest-bearing

funding sources.... -- - 2 , 761,783 2,761,783

Total funding
SOUICES............ $ 10,827 $ 38,589 $2 ,761,783 $5,213,873

GAP.....ocve. $1,188,838 $ 358,013 $2 ,642,109 -
Cumulative Gap....... $2,287,096 $2,645,109 - --

(1) Includes interest-bearing deposits in otheariirial institutions of $549 as of December 31, 2000
(2) Principal cash flows are based on estimatettipal payments as of December 31, 2000.

(3) Not stated column consists of investments intggecurities, tax credit funds, venture capfiizids, and Federal Reserve Bank stock as of
December 31, 2000.

(4) Not stated column consists of nonaccrual la#r$18,287 and overdrafts of $37,934, offset byauned income of $8,400 as of December
31, 2000.

(5) Maturity/repricing columns for fixed rate loaase based upon the amount and timing of relatiedtipal payments as of December 31,
2000.
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One application of the aforementioned simulatiordeldnvolves measurement of the impact of markitrast rate changes on the net present
value of estimated cash flows from our assetsilitigls and off-balance sheet items, defined asmarket value of portfolio equity (MVPE).
This analysis assesses the changes in market \@flirgsrest rate sensitive financial instrumemtkich would occur in response to an
instantaneous and sustained increase or decreasket interest rates of 100 and 200 basis paanis the resulting effect on our MVPE.
Policy guidelines establish maximum variances inMVPE of 20.0% and 30.0% in the event of an intaeous and sustained increase or
decrease in market interest rates of 100 and 2618 paints, respectively. At December 31, 2000,MMWPE exposure related to the
aforementioned changes in market interest ratesnithi policy guidelines.

The following table presents our MVPE exposure et&nber 31, 2000 and December 31, 1999 relatenlittstantaneous and sustained
increase or decrease in market interest rates@afh@ 200 basis points, respectively.

ESTIMATED INCREASE/
(DECREASE) IN MVPE
CHANGE IN INTEREST ESTIMATED e
RATES (BASIS POINTS) MVPE AMOUNT  PERCENT

(DOLLARS IN THOUSANDS)
December 31, 2000:

+200 $946,674 $ 3,112 0.3%
+100 942,950 (612) (0.1)
- 943,562
(100) 947,086 3,524 0.4
(200) 952,820 9,258 1.0
December 31, 1999:
+200 $736,488 $ (8,426) (1.1)%
+100 738,983 (5,931) (0.8)
- 744,914 - -
(100) 744,983 69 -
(200) 725,329 (19,585) (2.6)

The preceding table indicates that at Decembe2@10, in the event of an instantaneous and sustaitecase or decrease in market interest
rates, our MVPE would be expected to increase tjigin remain unchanged.

The market value calculations supporting the rednlthe preceding table are based on the preséue wf estimated cash flows utilizing both
market interest rates provided by independent ifdkalers and other publicly available sources tvinve deem reliable. These calculations
do not contemplate any changes that our ALCO cmaHe to reduce our MVPE exposure in response @aage in market interest rates.

As with any method of measuring interest rate righfain shortcomings are inherent in the methaahalysis presented in the preceding
table. For example, although certain of our assetkliabilities may have similar maturities or jpeis to repricing, they may react in different
degrees to changes in market interest rates. liti@udhe interest rates on certain of our asadtlability categories may precede, or lag
behind, changes in market interest rates. Alsoatiheal rates of prepayments on loans and invessneenld vary significantly from the
assumptions utilized in deriving the results asentéed in the preceding table. Further, a changeSn Treasury rates accompanied by a
change in the shape of the treasury yield curvédomsult in different MVPE estimations from thgaesented herein. Accordingly, the res
in the preceding table should not be relied upoim@isative of actual results in the event of cHaggnarket interest rates. Additionally, the
resulting MVPE estimates are not intended to represind should not be construed to represenyrttierlying value.

The simulation model also provides the ALCO with #bility to simulate our net interest income usangnterest rate forecast (simple
simulation). In order to measure, as of Decembef8Q0, the sensitivity of our forecasted net ies¢income to changing interest rates,
utilizing the simple simulation methodology, bothising and falling interest rate scenario were
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projected and compared to a base market intereesfaecast derived from the treasury yield cuf@. the rising and falling interest rate
scenarios, the base market interest rate foreasinereased or decreased, as applicable, by 2 Eints in 12 equal increments over a
one-year period.

Our policy guidelines provide that the differen@viieen a base market interest rate forecast soemaet the succeeding one-year period
compared with the aforementioned rising and fallirigrest rate scenarios over the same time pstiodld not result in net interest income
sensitivity exceeding 20.0%. Simulations as of Datwer 31, 2000 indicated that we were well withiaest policy guidelines.

Interest rate risk is the most significant marksk impacting us. Other types of market risk affegtus in the normal course of our business
activities include foreign currency exchange rigkl quity price risk. The impact on us, resultirg these latter two market risks, is dee
immaterial and no separate quantitative informationcerning market rate and price exposure is ptedéerein. We do not maintain a
portfolio of trading securities and do not intendcehgage in such activities in the immediate future

LIQUIDITY.

Another important objective of asset/liability mgeanent is to manage liquidity. The objective ofildity management is to ensure that fu
are available in a timely manner to meet loan deheard depositors' needs, and to service otheliliabias they come due, without causing
an undue amount of cost or risk, and without capaidisruption to normal operating conditions.

We regularly assess the amount and likelihood ojegted funding requirements through a review ofdes such as historical deposit
volatility and funding patterns, present and fosted market and economic conditions, individuardifunding needs, and existing and
planned business activities. Our ALCO provides sigitt to the liquidity management process and recends policy guidelines, subject to
board of directors approval, and courses of adticaddress our actual and projected liquidity needs

The ability to attract a stable, low-cost baseepakits is our primary source of liquidity. Otheurces of liquidity available to us include
short-term borrowings, which consist of federaldsipurchased, security repurchase agreements fla@dsbiort-term borrowing
arrangements. Our liquidity requirements can atsmlet through the use of our portfolio of liquidets. Our definition of liquid assets
includes cash and cash equivalents in excess ofitlienum levels necessary to carry out normal begsroperations, federal funds sold,
securities purchased under resale agreementstrimmeissecurities maturing within six months, investt securities eligible and available for
pledging purposes with a maturity in excess ofnisonths, and anticipated near term cash flows frorestments.

Our policy guidelines provide that liquid assetagsercentage of total deposits should not fatbhlwe20.0%. At December 31, 2000, our ratio
of liquid assets to total deposits was 65.2%. Téii® is well in excess of our minimum policy guide and is higher than the comparable
ratio of 55.7% as of December 31, 1999. In additeomonitoring the level of liquid assets relatteetotal deposits, we also utilize other
policy measures in our liquidity management adgsgit As of December 31, 2000 and 1999, we wereimpliance with all of these policy
measures.

In analyzing our liquidity during 2000, referensemade to our consolidated statement of cash flomthe year ended December 31, 2000
(see "lItem 8. Consolidated Financial StatementsSamplementary Data"). The statement of cash fioelsides separate categories for
operating, investing and financing activities. Gyiierg activities included net income of $159.1 il for 2000, which was adjusted for
certain noneash items including the provision for loan losskgreciation, deferred tax assets, and an assurtthether miscellaneous iter
Investing activities consisted primarily of botlopeeds from and purchases of investment secusitleish resulted in a net cash outflow of
$296.5 million, and the net change in total lo@®ulting from loan originations and principal cotiens, which resulted in a net
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cash outflow of $156.8 million in 2000. Financingfiaities reflected the net change in our total@s{s, which increased $752.9 million
during 2000, and net cash proceeds received dthingear from the issuance of common stock totsihts.6 million. In total, the
transactions noted above resulted in a net cakiwirdf $415.2 million for 2000 and total cash arglt equivalents, as defined in our
consolidated statement of cash flows, of $1.7dsillat December 31, 2000.

CAPITAL RESOURCES

Our management seeks to maintain adequate capgalpport anticipated asset growth and credit yiskd to ensure that Silicon and Silicon
Valley Bank are in compliance with all regulatogp@al guidelines. Our primary sources of new apitclude the issuance of trust preferred
securities and common stock, as well as retainedress.

In 1998 we issued $40.0 million in cumulative trpetferred securities through a newly formed spegmiapose trust, SVB Capital |. The
securities had an offering price (liquidation amuf $25 per security and distributions at a fixate of 8.25% are paid quarterly. The
securities have a maximum maturity of 30 yearsqralify as Tier 1 capital under the capital guide$ of the Federal Reserve Board. We
received proceeds of $38.5 million related to t#hie sf these securities, net of underwriting consioiss and other offering expenses. The
trust preferred securities are presented as aaegare item in the consolidated balance shee¢wutigk caption "Company obligated
mandatorily redeemable trust preferred securitiessibsidiary trust holding solely junior subordiedtdebentures.” For additional related
discussion, see "ltem 8. Consolidated Financiak8tants and Supplementary Data--Note 9 to the Qidased Financial Statements--Trust
Preferred Securities."

In December 1999, we issued 2.8 million shareoafroon stock at $21.00 per share. In January 2080ssued an additional 0.4 million
shares at $21.00 per share in relation to the eeeaf an over-allotment option by the underwritiersthat offering. Proceeds from the sale of
these securities in December 1999 and January t2@@ed $63.3 million, net of underwriting commis$ and other offering expenses. In
August 2000, we issued an additional 2.3 millioarsis of common stock at $42.19 per share. We redgixoceeds of $91.0 million relatec
the sale of these securities, net of underwritimgmissions and other offering expenses.

Stockholders' equity totaled $614.1 million at Dmber 31, 2000, an increase of $245.3 million, ab&g from the $368.9 million balance at
December 31, 1999. This increase was primarilytdi)00 net income of $159.1 million, net procefdm the issuance of common stock
$115.6 million, offset by a decrease in after-tekunrealized gains on available-for-sale securitie$39.1 million. We have not paid a cash
dividend on our common stock since 1992, and waaldave any material commitments for capital exfitenes as of December 31, 2000.

The table below presents the relationship betweerfidllowing significant financial ratios:

YEARS ENDED DECEMBER
31,

2000 1999 1998

Return on average assetS......ccccceceeeevevennees L 3.1% 1.3% 1.0%
DIVIDED BY

Average equity as a percentage of average assets... ... 9.2% 6.0% 6.6%
EQUALS

Return on average equity......cccccovvvveeeneeeee L. 33.3% 21.9% 14.5%
TIMES

Earnings retained.........ccccooevvvvvvciccccceeeee. 100.0% 100.0% 100.0%
EQUALS

Internal capital growth.......ccccccoovvveeee L 33.3% 21.9% 14.5%

Both Silicon and Silicon Valley Bank are subjectapital adequacy guidelines issued by the Fedsérve Board. Under these capital
guidelines, the minimum total risk-based
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capital ratio and Tier 1 risk-based capital raéiquirements are 10.0% and 6.0%, respectivelys&fwieighted assets and certain off-balance
sheet items for a well capitalized depository tngion.

The Federal Reserve Board has also establishedhonimicapital leverage ratio guidelines for state inenianks. The ratio is determined
using Tier 1 capital divided by quarterly averageltassets. The guidelines require a minimum @¥®bfor a well capitalized depository
institution.

Both Silicon's and Silicon Valley Bank's capitaifioa were in excess of regulatory guidelines foredl capitalized depository institution as of
December 31, 2000, 1999, and 1998. Capital ratioSificon and Silicon Valley Bank are set fortHdve:

DECEMBER 31,

2000 1999 1998

Silicon Valley Bancshares:

Total risk-based capital ratio........cccccceeeeee. L 185% 155% 11.5%
Tier 1 risk-based capital ratio...........ccoeeeee.. L 17.2% 143% 10.3%
Tier 1 leverage ratio........cccceevevvevccceeee 12.6% 8.8% 7.6%
Silicon Valley Bank:

Total risk-based capital ratio........ccccceeeeeee. L 13.8% 14.0% 10.2%
Tier 1 risk-based capital ratio...........ccoeeeee.. L 125% 12.7% 9.0%
Tier 1 leverage ratio.....ccccooeeuveeeevcceeeens 9.1% 7.9% 6.6%

The increase in our total risk-based capital ratid the Tier 1 risk-based capital ratio at the @n2000 from the prior year end was primarily
attributable to an increase in Tier 1 capital. Tihtsease was due to both the issuance of comnock during 2000, which generated net
proceeds of $115.6 million, and internally genedatapital, primarily net income of $159.1 milliofhe Tier 1 leverage ratio also improvec
of December 31, 2000 when compared to Decembek@®B, as an increase in Tier 1 capital was paytatfset by an increase in quarterly
average total assets. Quarterly average totalsassgeased due to the strong growth in depositisag2000.

The increase in the total risk-based capital ratid the Tier 1 risk-based capital ratio at the @td99 from the prior year end was primarily
attributable to an increase in Tier 1 capital. Thigease was due to both the issuance of comnock during 1999, which generated net
proceeds of $55.1 million, and internally generatagital, primarily net income of $52.2 million. @fier 1 leverage ratio also improved a
December 31, 1999 when compared to December 38, afough not as significantly as the risk-basagital ratios, due to an increase in
guarterly average total assets partially offsetthgincrease in Tier 1 capital. Quarterly averagal assets increased due to the strong growth
in deposits during 1999.
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RISK FACTORS
OUR BUSINESS IS SUBJECT TO A NUMBER OF RISKS, INCLUDING THOSE DESCRIBED
BELOW.

IF A SIGNIFICANT NUMBER OF CLIENTS FAIL TO PERFORM UNDER THEIR LOANS, OUR BUSINESS, PROFITABILITY
AND FINANCIAL CONDITION WOULD BE ADVERSELY AFFECTED

As a lender, the largest risk we face is the pdggithat a significant number of our client bowers will fail to pay their loans when due. If
borrower defaults cause losses in excess of cowatice for loan losses, it could have an advefsetadn our business, profitability and
financial condition. We have established an evaugbtrocess designed to determine the adequadedlkbwance for loan losses. While this
evaluation process uses historical and other abgutformation, the classification of loans and #stablishment of loan losses is dependent
to a great extent on our experience and judgmeatca@vinot assure you that our loan loss reservébavilufficient to absorb future loan
losses or prevent a material adverse effect ofbesiness, profitability or financial condition.

BECAUSE OF THE CREDIT PROFILE OF OUR LOAN PORTFOLIOUR LEVELS OF NONPERFORMING ASSETS AND CHARGE-
OFFS CAN BE VOLATILE, AND WE MAY NEED TO MAKE MATERAL PROVISIONS FOR LOAN LOSSES IN ANY PERIOD,
WHICH COULD CAUSE REDUCED NET INCOME OR NET LOSSHS THAT PERIOD.

Our loan portfolio has a credit profile differembin that of most other banking companies. Manywfloans are made to companies in the
early stages of development with negative cash flod no established record of profitable operatitnsome cases, repayment of the loan is
dependent upon receipt of additional equity finegdrom venture capitalists or others. Collatecalrhany of the loans often includes
intellectual property, which is difficult to valmnd may not be readily salable in the case of aulteBecause of the intense competition and
rapid technological change which characterizestimpanies in our technology and life sciences nial®rrower's financial position can
deteriorate rapidly. We also make loans which argdr relative to the revenues of the borrower thase made by traditional small business
lenders, so the impact of any single borrower defaay be more significant to us.

Because of these characteristics, our level of edopming loans and loan charge-offs can be vaatiid can vary materially from period to
period. For example, our nonperforming loans tatale

- $18.4 million, or 1.1% of total loans, at DecemBg, 2000
- $28.5 million, or 1.7% of total loans, at DecemBg, 1999
- $47.4 million, or 3.0% of total loans, at June 3999

- $51.7 million, or 3.2% of total loans, at March, 3999

- $19.9 million, or 1.2% of total loans, at DecemBg, 1998
- $25.5 million, or 2.2% of total loans, at DecemBg, 1997

Changes in our level of nonperforming loans mayiregus to make material provisions for loan loseesny period, which could reduce our
net income or cause net losses in that periodekample, our provision for loan losses was $8.3aniffor the three months ended December
31, 2000 and $54.6 million for the year ended Ddmam31, 2000, as compared to $12.1 million and4s62llion, respectively, for the
comparable 1999 periods.

IF THE AMOUNT OF CAPITAL AVAILABLE TO START-UP ANDEMERGING GROWTH COMPANIES DECREASES, IT COULD
ADVERSELY AFFECT OUR BUSINESS, PROFITABILITY AND GBWTH PROSPECTS.

Our strategy has focused on providing banking petsland services to start-up and emerging growthpemies receiving financial support
from sophisticated investors, including ventureitzdp'angel” and corporate investors. In some sasar lending credit decision is based on
our analysis of the likelihood that our ventureitar "angel"-backed client will receive a secardhird round of equity infusion from
investors. If the amount of capital
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available to start-up and emerging growth compatéeseases, it is likely that the number of our éents and the financial support
investors provide to our existing borrowers woudttitase which could have an adverse effect onuminéss, profitability and growth
prospects.

Among the factors that could affect the amountagfital available to start-up and emerging growtinpanies is the receptivity of the capital
markets to initial public offerings or mergers audjuisitions of companies within our technology &fedsciences niche, the availability and
return on alternative investments and general aoanoonditions in the technology and life sciencehistries. Recently, the stock prices of
many technology companies have declined signifigaand the capital markets have been less reeefuiinitial public offerings. These
reduced capital markets valuations could reducaheunt of capital available to start-up and emnmgrgjrowth companies, including
companies within our technology and life sciendebe

WE ARE SUBJECT TO EXTENSIVE REGULATION THAT COULDIMIT OR RESTRICT OUR ACTIVITIES AND IMPOSE
FINANCIAL REQUIREMENTS OR LIMITATIONS ON THE CONDUC OF OUR BUSINESS.

Silicon and Silicon Valley Bank are extensively ukged under both federal and state law. This a@r is intended primarily for the
protection of depositors and the deposit insurdmed and not for the benefit of stockholders owsitg holders. Federal laws and regulations
limit the activities in which Silicon may engageabank or financial holding company. In additibnth Silicon and Silicon Valley Bank are
required to maintain certain minimum levels of ¢apiFederal and state banking regulators possess! [powers to take supervisory action as
they deem appropriate with respect to Silicon \faBank and Silicon. Supervisory actions can reisuttigher capital requirements, higher
insurance premiums and limitations on the actigitéSilicon or Silicon Valley Bank which could fea material adverse effect on our
business and profitability.

ANY EXISTING UNREALIZED WARRANT, VENTURE CAPITAL FU ND, AND DIRECT EQUITY INVESTMENT PORTFOLIO
GAINS MAY NEVER BE REALIZED.

We have historically obtained rights to acquireckfan the form of warrants, in certain clientspast of negotiated credit facilities. We also
have made investments in venture capital fundsedisas direct equity investments in companies ftone to time. Many of the companies in
our portfolio are non-public. We may not be abledalize gains from warrants in future periodspwor realized gains may be materially less
than the current level of unrealized gains disddsethis filing, due to changes in investor deméordnitial public offerings and fluctuations
in the market prices of the underlying common stotthese companies. In addition, our investmemigenture capital funds and direct eqi
investments could lose value or become worthlesshwiiould reduce our net income or could causetoss in any period. The timing and
amount of income, if any, from the disposition béot warrants and venture capital fund and dieggtity investments typically depend upon
factors beyond our control, including the geneaaldition of the public equity markets, levels ofngers and acquisitions activity, and legal
and contractual restrictions on our ability to sleét underlying securities. Therefore, we cannetljot future gains with any degree of
accuracy and any gains are likely to vary matsritim period to period. In addition, a significgrdrtion of the income we realize from the
disposition of client warrants and venture cagitald and direct equity investments may be offse¢xpenses related to our efforts to build an
infrastructure sufficient to support our preserd &uture business activities, as well as by expeisrurred in evaluating and pursuing new
business opportunities, or by increases to ourigi@vfor loan losses.
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PUBLIC OFFERINGS AND MERGERS AND ACQUISITIONS INVOIING OUR CLIENTS CAN CAUSE LOANS TO BE PAID OFF
EARLY, WHICH COULD ADVERSELY AFFECT OUR BUSINESS AN PROFITABILITY. WE ONLY EXPERIENCED LOAN
GROWTH OF 5.8% IN 2000, PRIMARILY AS A RESULT OF T6l PHENOMENON.

While an active market for public equity offeringisd mergers and acquisitions generally has positipéications for our business, one
negative consequence is that our clients may plagraéduce their loans with us if they completeublic equity offering or are acquired or
merge with another company. Any significant redutiin our outstanding loans could have a matedaéese effect on our business and
profitability. Our total loans, net of unearnedonee, at December 31, 2000, were $1.7 billion, areiase of $93.5 million from the prior year
end. While we continue to generate new loans intmosur technology and life sciences and spea@dlistry niche practices, as well as in
specialized lending products, many of our clieptanarily in the technology and life sciences niginactice, have received significant cash
inflows from the capital markets and venture cdmitanmunity. Consequently, we have experienceddrigfiian normal loan paydowns and
payoffs, which impeded average loan growth durigg®

OUR CURRENT LEVEL OF INTEREST RATE SPREAD MAY DECMNE IN THE FUTURE. ANY MATERIAL REDUCTION IN OUR
INTEREST SPREAD COULD HAVE A MATERIAL IMPACT ON OURBUSINESS AND PROFITABILITY.

A major portion of our net income comes from oueiest rate spread, which is the difference betweelnterest rates paid by us on interest-
bearing liabilities, such as deposits and otherdwangs, and the interest rates we receive onestezarning assets, such as loans extended tc
our clients and securities held in our investmamntfplio. Interest rates are highly sensitive tonpéactors that are beyond our control, suc
inflation, recession, global economic disrupticensg unemployment. In late 1999 and early 2000,esleced the interest rates which we pay
on deposits, despite a generally increasing tremtbmestic interest rates, and our rates are naerlthan those of some of our competitors.
We reduced our rates as part of our balance shamdgement efforts. In late 2000, our average depdsclined slightly, from $4.8 billion at
September 30, 2000 to $4.7 billion at Decembe2800, as a result of slowing venture capital inflanto our clients. In the future, we may
be required to increase our deposit rates to atigmosits. Any material decline would have a maltadverse effect on our business and
profitability. Further, we expect our interest rafead to decrease in 2001 as a result of an ®pdecrease in short-term market interest
rates, as well as our prime rate.

ADVERSE CHANGES IN DOMESTIC OR GLOBAL ECONOMIC CONDIONS, ESPECIALLY IN THE TECHNOLOGY SECTOR,
COULD HAVE A MATERIAL ADVERSE EFFECT ON OUR BUSINES, GROWTH AND PROFITABILITY.

If conditions worsen in the domestic or global emory, especially in the technology sector, our besén growth and profitability are likely to
be materially adversely affected. Our technologgnts would be harmed by any global economic slawdas their businesses are often
dependent upon international suppliers and inteynal sales. They would also be harmed if the Bc®enomy were to decline, as many of
their sales generally are made domestically. Thay be particularly sensitive to any disruptionhie growth of the technology sector of the
U.S. economy. To the extent that our clients' ulyiteg business is harmed, they are more likelyatadlIt on their loans.

IF WE FAIL TO RETAIN OUR KEY EMPLOYEES, OUR GROWTH AND PROFITABILITY COULD BE ADVERSELY
AFFECTED.

We rely on experienced client relationship managarson officers and employees with strong relatigps with the venture capital
community to generate new business. If a significaimber of these employees were to leave us, rmwtly and profitability could be
adversely affected. We believe that our employesgpuently have opportunities for alternative empieynt with competing financial
institutions and with our clients.
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WE CANNOT ASSURE YOU THAT WE WILL BE ABLE TO MAINTA IN OUR HISTORICAL LEVELS OF PROFITABILITY IN
THE FACE OF SUSTAINED COMPETITIVE PRESSURES.

We cannot assure you that we will be able to mairdar historical levels of profitability in the ¢a of sustained competitive pressures. Other
banks and specialty and diversified financial sssicompanies, many of which are larger and bedigtalized than we are, offer lending,
leasing and other financial products to our custdoase. In some cases, our competitors focus tieiketing on our niche practice areas and
seek to increase their lending and other finarreiationships with technology companies, early stgigpwth companies or special industries
such as wineries or real estate. In other casegamapetitors may offer a financial product whidloyides an alternative to one of the
products we offer to all our customers. When nempetitors seek to enter one of our markets, or vexasting market participants seek to
increase their market share, they sometimes unt#reyricing and/or credit terms prevalent in thmarket. Our pricing and credit terms

could deteriorate if we act to meet these competithallenges.

THE PRICE OF OUR COMMON STOCK MAY DECREASE RAPIDLY AND SIGNIFICANTLY.

The market price of our common stock could decr@ageice rapidly and significantly at any time.& market price of our common stock
fluctuated in recent years. Since January 1, 18@9market price of our common stock has ranged fidow of $8.41 per share to a high of
$64.06 per share. Fluctuations may occur, amongy odasons, in response to:

- our operating results;

- the perceived value of our warrants, venturetedpivestments and direct equity investments;
- trends in our nonperforming assets or the nooperihg assets of other banks;

- announcements by our competitors;

- economic changes;

- general market conditions; and

- legislative and regulatory changes.

The trading price of our common stock may contitaube subject to wide fluctuations in responsé®faictors set forth above and other
factors, many of which are beyond our control. $teek market in recent years has experienced egtprive and trading volume fluctuatic
that often have been unrelated or disproportiottathe operating performance of individual compani&e believe that investors should
consider the likelihood of these market fluctuasidd@fore investing in our common stock.

LITIGATION COULD HAVE A MATERIAL ADVERSE EFFECT ON  OUR BUSINESS, GROWTH AND PROFITABILITY.

Certain lawsuits and claims arising in the ordinaoyrse of business have been filed or are peratjagst Silicon and/or Silicon Valley
Bank. Based upon information available to us, eniaw of such claims to date and consultation withlegal counsel, we believe the
liability relating to these actions, if any, wilbhhave a material adverse effect on our liquiditynsolidated financial position or results of
operations. However, future legal claims could haveaterial adverse effect on our business andtaidity.

42



ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPL EMENTARY DATA
INDEPENDENT AUDITORS' REPORT
[LOGO]

The Board of Directors and Stockholders
Silicon Valley Bancshares:

We have audited the accompanying consolidated balsineets of Silicon Valley Bancshares and sub#&diéhe Company) as of December
31, 2000 and 1999, and the related consolidatéeinséants of income, comprehensive income, changs®dakholders' equity, and cash flows
for each of the years in the three-year period émacember 31, 2000. These consolidated finanGtdments are the responsibility of the
Company's management. Our responsibility is to@sgan opinion on these consolidated financiadistants based on our audits.

We conducted our audits in accordance with aud&iagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then6iig statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of Silicon
Valley Bancshares and subsidiaries as of Decemhez@®0 and 1999, and the results of their oparatamd their cash flows for each of the
years in the thre-year period ended December 31, 2000, in conformitly accounting principles generally acceptechim tynited States of
America.

/sl KPMG LLP

San Francisco, California
January 17, 2001
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS
Cash and due from banks...........ccccceeeeeennn.
Federal funds sold and securities purchased under a
toresell....cceveeveeen.n.
Investment securities
Loans, net of unearned income..
Allowance for loan losses

Net 10ans........cooevvevviiiviiiiiiieeeeeen
Premises and equipment.............occcevvinnnes
Accrued interest receivable and other assets.......

Total aSSetS......ccevvvvvviciiiiiiiiieieeeeeennn

LIABILITIES, MINORITY INTEREST, AND S
Liabilities:
Deposits:

Total deposits.........evevviiiieeeiiiiiieeie
Other liabilities.........ccoeerviiiieiiinnen.

Total liabilities.........cccovveveveiieeeennnn,

Company obligated mandatorily redeemable trust pref
securities of subsidiary trust holding solely jun
subordinated debentures (trust preferred securiti

Minority interest.........ccccoveveeeniinnenne

Stockholders' equity:

Preferred stock, $0.001 par value, 20,000,000 share
authorized; none outstanding

Common stock, $0.001 par value, 60,000,000 shares
authorized; 48,977,906 and 44,800,736 shares outs
at December 31, 2000 and 1999, respectively......

Additional paid-in capital

Retained earnings............

Unearned compensation

Accumulated other comprehensive income:

Net unrealized gains on available-for-sale invest

Total stockholders' equity.............cccuveeenne

Total liabilities, minority interest, and stockhold
(=10 U112

See notes to consolidated financial statements.
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DECEMBER 31,

(DOLLARS IN THOUSANDS,
EXCEPT PAR VALUE)

........ $ 332,632 $ 278,061
greement

........ 1,389,734 898,041
........ 2,107,590 1,747,408
........ 1,716,549 1,623,005

........ (73,800)  (71,800)
........ 1,642,749 1,551,205
........ 18,493 10,742
........ 135,577 110,941

TOCKHOLDERS' EQUITY

........ $2,448,758 $1,928,100

........ 57,857 43,643
........ 1,519,563 1,845,377
........ 836,081 292,285

........ 4,862,259 4,109,405
........ 81,138 79,606

erred

ior

es)..... 38,589 38,537
........ 30,668 --

s

tanding

........ 49 45
........ 280,008 153,440
........ 335,098 176,030
........ (3,634) (2,327)
ments... 2,600 41,662
........ 614,121 368,850
ers'

........ $5,626,775 $4,596,398




SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS, EXCEPT PER

SHARE AMOUNTS)

Interest income:

$189,062 $162,973 $139,136

Investment securities............ccoccveeeenee 114,226 87,692 64,787
Federal funds sold and securities purchased under
agreementtoresell.........cccccveeevennn.n. 83,472 31,204 21,305
Total interest inComMe..........cccceevviieeeene 386,760 281,869 225,228
Interest expense:
DEePOSItS....veeeiiiiiieeeiiiee e 56,912 76,430 78,609
Other borrowings.........c.ocovveeviiieenenns - - 4
Total interest eXpense...........ooecevvvevenennns 56,912 76,430 78,613
Net interest income..........ccccoccvveeeernennn. 329,848 205,439 146,615
Provision for loan losses...........c.cccceeenne 54,602 52,407 37,159
Net interest income after provision for loan
l0SSES....iiiiie 275,246 153,032 109,456
Noninterest income:
Disposition of client warrants................... 86,322 33,003 6,657
Investment gains................. . 37,065 1,056 5,240
Client investment fees...........ccccoevveeene 35,831 4,529 473
Letter of credit and foreign exchange income..... 18,586 14,027 7,397
Deposit service charges..........cccceeeeeuneen. 3,336 2,764 1,730
Other......ocoiviiiiie s 8,490 3,476 1,665
Total noninterest income............ccccceeeueee. 189,630 58,855 23,162
Noninterest expense:
Compensation and benefits............ccccueeen. 106,385 73,794 44,022
Professional services............cccceeeennen. 20,832 11,766 9,876
Retention and warrant incentive plans............ 17,311 2,102 210
Furniture and equipment.................... 11,999 6,178 6,667
Business development and travel... 11,188 6,644 6,025
Net OCCUPANCY......cvvvvereeieiiiiiiiiiiiines 9,363 6,689 5,195
Postage and supplies........cccccvveeveeennennn. 3,500 2,582 2,225
Advertising and promotion................cc...e.. 3,445 2,285 2,215
Trust preferred securities distributions......... 3,300 3,300 2,012
Telephone........ccooooieieiiiiiieiieiee, 2,815 1,846 2,157
Cost of other real estate owned.................. - 268  (1,214)
Other......ocooviiiei e 8,223 8,205 4,255
Total noninterest expense...........cccceeuveeenn. 198,361 125,659 83,645
Minority interest.........ccccovvveeeeniiiinenne 460 - -
Income before income tax expense................... 266,975 86,228 48,973
Income tax eXpense..........ccccvvvvveveeeeeeenn. 107,907 34,030 20,117

Net income.......

Basic earnings per share.............ccccceeene

Diluted earnings per share

See notes to consolidated financial statements.

$159,068 $52,198 $ 28,856

$ 341 $ 127 $ 071
$ 323 $ 123 $ 0.69
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net inCOMe.......ccoevveiiiieeeieeee e
Other comprehensive income (loss), net of tax:
Change in unrealized gains (losses) on
available-for-sale investments:
Unrealized holding gains...............cco...
Less: Reclassification adjustment for gains
included in netincome..............c.ccuee.

Other comprehensive (loss) income..................

Comprehensive iNCOME..........ccccvveeeeeeneninnns

See notes to consolidated financial statements.
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YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS)

. $159,068 $52,198 $28,856

34,452 60,196 6,672

(73,514) (20,606) (7,019)

(39,062) 39,590  (347)

. $120,006 $91,788 $28,509




SILICON VALLEY BANCSHARES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

YEARS ENDED DECEMBER 31,
2000, 1999 AND 1998

AC CUM-

UL ATED

oT HER
COMMON ST OCK ADDITIONAL UNEARNED COM PRE-
--------------------- PAID-IN RETAINED COMPEN- HEN SIVE
SHARES AMOUNT CAPITAL EARNINGS SATION IN COME  TOTAL

(DOLLARS IN THOUSANDS)
Balance at December 31, 1997........ 19,940,474 $20 $82,989 $94,999 $(5,946) $2 419  $174,481
2 for 1 stock split in the form of a

stock dividend (Note 1). . 19,940,474 20 - (20) - - -

Balance at December 31, 1997, as
restated..........occoeveeveennn. 39,880,948 40 82,989 94,979 (5,946) 2 419 174,481

Common stock issued under employee

benefit plans..........cccoceeeee. 771,441 1 7,953 - (207) - 7,747
Income tax benefit from stock

options exercised and vesting of

restricted stocK.................. - - 3,166 - - - 3,166
Net income.........cccceevvvvevnnns - - - 28,856 -- - 28,856
Amortization of unearned

compensation..........c.cueerens - - - - 1,962 - 1,962

Other comprehensive income:
Net change in unrealized gains/
(losses) on available-for-sale
investments............cc...... - - - - - (347) (347)
2 for 1 stock split in the form of a
stock dividend (Note 1)........... 771,441 1 - 1) - - -
Balance at December 31, 1998, as
restated........ccocerereennne 41,423,830 42 94,108 123,834 (4,191) 2 ,072 215,865
Issuance of common stock, net of
offering costs of $3.7 million.... 1,400,000 1 55,071 - - - 55,072
Common stock issued under employee
benefit plans..........cc.ocee.. 288,453 - 3,512 - 97
Income tax benefit from stock
options exercised and vesting of

3,609

restricted stock.................. - -- 749 - -- - 749
Net income.........cccceevvvvvennes - - - 52,198 -- - 52,198
Amortization of unearned

compensation............cce.eee - - - - 1,767 - 1,767

Other comprehensive income:
Net change in unrealized gains/
(losses) on available-for-sale
investments...........ccc..uve. - - - - -- 39 ,590 39,590
2 for 1 stock split in the form of a

stock dividend (Note 1).... 1,688,453 2 - ) - - -

Balance at December 31, 1999, as

restated........c.ccevvveriennns 44,800,736 45 153,440 176,030 (2,327) 41 ,662 368,850
Issuance of common stock, net of

offering costs of $6.2 million.... 2,510,000 3 99,079 - - - 99,082
Common stock issued under employee

benefit plans.............cc..... 1,013,985 1 9,202 - (3,274) - 5,929

Income tax benefit from stock
options exercised and vesting of
restricted stock - - 18,287 -
Net income........ccccvvvvvvvevnnnns - - -- 159,068 -
Amortization of unearned
compensation............cceeeee. - - - - 1,967
Other comprehensive income:
Net change in unrealized gains/
(losses) on available-for-sale
investments..................... -- -- -- - - (39 ,062) (39,062)
2 for 1 stock split in the form of
a stock dividend (Note 1)....... 653,185 - - - - - -

- 18,287
159,068

1,967

48,977,906 $49 $280,008 $335,098 $(3,634) $2

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net inCoOmMe........ccovvveeverieneeen, $
Adjustments to reconcile net income to net
cash provided by operating activities:
Provision for loan losses.................
Minority interest.......ccccccceeveeinne
Depreciation and amortization.............
Net gain on sales of investment
SECUIMHIES...eveeeeiiiiiee e
Net gains on disposition of client
WAITANES. ...
Net gain on sale of other real estate

Increase in accrued interest receivable...
Deferred income tax benefits..............
Increase in inventory...........ccce.....
Increase in prepaid expenses..............
(Decrease) increase in unearned income....
Increase (decrease) in retention, warrant

and other incentive plan payable........
Other, Net........oocoiveiiiiiiees

Net cash provided by operating activities.....
Cash flows from investing activities:
Proceeds from maturities and paydowns of
investment securities.....................
Proceeds from sales of investment
SECUIMLIES...uveieeieiiiee e

Purchases of investment securities.......... (1,

Net increase in loans.......................
Proceeds from recoveries of charged off

Net cash used in investing activities......... (

Cash flows from financing activities:
Net increase in deposits....................

Proceeds from issuance of common stock, net

of issuance CostS..........cccoeevveeenn.
Proceeds from issuance of trust preferred

securities, net of issuance costs.........
Capital contributions from minority interest

participants.............ccccvvivinenns

Net cash provided by financing activities.....

Net increase in cash and cash equivalents.....
Cash and cash equivalents at January 1,.......

Cash and cash equivalents at December 31,...

Supplemental disclosures:
Interest paid..........ccooeeeiiiennnnne $
Income taxes paid.........ccceceeeiinrne $

See notes to consolidated financial statements.
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YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS)

159,068 $ 52,198 $ 28,856

54,602 52,407 37,159
(460) - -

4016 3,266 1,837
(37,065)  (1,056)  (5,240)
(86,322) (33,003) (6,657)
- —~  (1,298)
(4,331) (12,474) (1,570)
(5127) (11,989) (5,346)
(5,991) (12,520) -
(1,128)  (351) (1,013)
(167) (1,436) 1,993
19,285 12,914  (2,503)
4591 30,066 15,197
100,971 78,022 61,415
914,238 1,130,975 1,810,770
224,015 577,773 850,879
434,770) (1,992,948) (3,033,517)
156,757)  (44,156) (470,392)
10,778 7,901 2,264

- 400 1,323
(11,767)  (2,654)  (8,909)
454,263) (322,709) (847,582)
752,854 839,652 837,347
115,574 58,934 5,706
- -~ 38,485
31,128 - -
899,556 898,586 881,538
546,264 653,899 95,371
176,102 522,203 426,832

722,366 $1,176,102 $ 522,203

55,789 $ 76,250 $ 78,445
105,709 $ 54,760 $ 16,900



SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of Silicoril®aBancshares and its subsidiaries (the "Compacytiform with generally accepted
accounting principles and prevailing practices witihe banking industry. Certain reclassificatitlase been made to the Company's 1999
and 1998 consolidated financial statements to canfo the 2000 presentations. Such reclassificati@u no effect on the results of
operations or stockholders' equity. The followiag@isummary of the significant accounting and réppipolicies used in preparing the
consolidated financial statements.

NATURE OF OPERATIONS

Silicon Valley Bancshares is a bank holding compahgse principal subsidiary is Silicon Valley Baftlke "Bank"), a California-chartered
bank with headquarters in Santa Clara, Califorfifree Bank maintains regional banking offices in @aliia, and additionally has loan offices
in Arizona, Colorado, Florida, Georgia, lllinois adsachusetts, Minnesota, North Carolina, Oregamd3gvania, Texas, Virginia, and
Washington. The Bank serves emerging growth andlleicharket companies in targeted niches, focusinthe technology and life sciences
industries, while also addressing other specifitugiries in which it can provide a higher levekefvice and better manage credit through
specialization and focus. Substantially all of #ssets, liabilities and earnings of the Comparstedb its investment in the Bank.

CONSOLIDATION

The consolidated financial statements include te®ants of Silicon Valley Bancshares and thosésofvholly owned subsidiaries, the Bank,
SVB Strategic Investors, LLC, Silicon Valley Banaleres, Inc., SVB Capital | and SVB Leasing Compéngctive). Intercompany
accounts and transactions have been eliminateshisotidation. SVB Strategic Investors, LLC and@ih Valley BancVentures, Inc., as
general partners, are considered to have signifiolnence over the operating and financing peficof SVB Strategic Investors Fund, L.P.
and Silicon Valley BancVentures, L.P., respectiv@lgerefore, SVB Strategic Investors Fund, L.P. @itidon Valley BancVentures, L.P. are
included in the Company's consolidated financialeshents. Minority interest represents the mingrégticipants' share of the equity of SVB
Strategic Investors Fund, L.P., and Silicon ValBancVentures, L.P.

BASIS OF FINANCIAL STATEMENT PRESENTATION

The preparation of consolidated financial states@ntonformity with generally accepted accountinigiciples requires management to
estimates and judgments that affect the reportezbata of assets and liabilities as of the balaheetsdate and the results of operations for
the period. Actual results could differ from thastimates. A material estimate that is particuladgceptible to possible change in the near
term relates to the determination of the allowafiocdoan losses. An estimate of possible changearage of possible changes cannot be
made.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents as reported in the ¢datal statements of cash flows includes cash od,t@ash balances due from banks,
federal funds sold, and securities purchased uagieement to resell. The cash equivalents arelyeaativertible to known amounts of cash
and present insignificant risk of changes in value to maturity dates of 90 days or less.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) FEDEAL FUNDS SOLD AND SECURITIES PURCHASED UNDER
AGREEMENT TO RESELL

Federal funds sold and securities purchased umgleement to resell as reported in the consolidatdaihce sheets include interest-bearing
deposits in other financial institutions of $549)Gthd $291,000 at December 31, 2000 and 1999, csgg.

INVESTMENT SECURITIES

Investment securities are classified as eitherilable-for-sale," "held-to-maturity,” "trading,” dnon-marketable" upon acquisition.

Securities that are held to meet investment oljjestsuch as interest rate risk and liquidity marmeagg, but which may be sold by the
Company as needed to implement management strsitegéeclassified as available-for-sale and arewatted for at fair value. Unrealized
gains or losses on warrant securities, venturdaldpind investments or other private equity inueestits are recorded upon the establishment
of a readily determinable fair value of the undieddysecurity. Unrealized gains and losses on aviaHor-sale securities, after applicable
taxes, are excluded from earnings and are repagedseparate component of stockholders' equityrealized.

Securities acquired with the ability and positisgent to hold to maturity are classified as heldawraturity and are accounted for at historical
cost, adjusted for the amortization of premiumgheraccretion of discounts to maturity, where appate. Unrealized losses on held-to-
maturity securities are realized and charged agearsings when it is determined that an other tearporary decline in value has occurred.

Securities acquired and held principally for thepgmse of sale in the near term are classifiedaahirtg and are accounted for at fair value.
Unrealized gains and losses resulting from faingaldjustments on trading securities, as well asgmd losses realized upon the sale of
investment securities, are included in noninteiresime.

The amortization of premiums and the accretionieéa@lints are included in interest income over theractual terms of the underlying
investment securities using the interest methati@straightine method, if not materially different. Gains dodses realized upon the sale
investment securities are computed on the speadéiatification method.

The Company records nonarketable warrant securities, venture capital fnvdstments and other private equity investmenisy cost basi
less any identified impairment. The asset valueasfmarketable equity securities is reduced when deslin value are considered to be o
than temporary. Any estimated loss is recordedimmerest income as a loss from equity securitiesg with income recognized on similar
assets, if any. Venture capital fund limited parineestment interests are reported under thernestiod as the Company's interests are
considered so minor that it has no influence olrerrelated venture capital fund's operating anahiinal policies. The Company's basis in
these venture capital fund investments is redugedidtributions until fully depleted. Distributioris excess of the venture capital fund limi
partner investment cost basis are recognized &siment gains in noninterest income.

LOANS

Loans are reported at the principal amount outétandet of unearned income. Unearned income irduxbth deferred loan origination and
commitment fees and costs. The net amount of uaddntome is amortized into loan interest incomerakie contractual terms of the
underlying loans and commitments using the intarexthod or the straight-line method, if not matéridifferent.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) ALL@/ANCE FOR LOAN LOSSES

The allowance for loan losses is established tHr@ugrovision charged to expense. It is the Compamlicy to charge off loans which, in
the judgment of management, are deemed to haviestasitial risk of loss.

The allowance for loan losses is maintained avel ldeemed adequate by the Company, based upausastimates and judgments, to
provide for known and inherent risks in the loamtfmdio, including loan commitments. The evaluatiofithe adequacy of the allowance for
loan losses is based upon a continuous reviewnahgber of factors, including historical loss expade, a review of specific loans, loan
concentrations, prevailing and anticipated econaraiditions that may impact the borrowers' abiitie repay loans as well as the value of
underlying collateral, delinquency analysis, andissessment of credit risk in the loan portfoli@etshed through an ongoing credit review
process by the Company and through periodic regyla@axaminations.

NONACCRUAL LOANS

Statement of Financial Accounting Standards ("SHA®). 114, "Accounting by Creditors for Impairmerita Loan" and SFAS No. 118,
"Accounting by Creditors for Impairment of a Loamcbme Recognition and Disclosures" require the Gompo measure impairment of a
loan based upon the present value of expectedefaash flows discounted at the loan's effectiveredt rate, except that as a practical
expedient, the Company may measure impairment k@séte loan's observable market price or theviine of the collateral if the loan is
collateral-dependent. A loan is considered impaivedn, based upon currently known informations idléemed probable that the Company
will be unable to collect all amounts due accordimghe contractual terms of the agreement.

Loans are placed on nonaccrual status when theyme=®0 days past due as to principal or interganpats (unless the principal and interest
are well secured and in the process of collectimhgn the Company has determined, based upon tyrkeown information, that the timely
collection of principal or interest is doubtful, when the loans otherwise become impaired undeprihvésions of SFAS No. 114.

When a loan is placed on nonaccrual status, theieddnterest is reversed against interest incamletfze loan is accounted for on the cash or
cost recovery method thereafter until qualifying fieturn to accrual status. Generally, a loan beéllreturned to accrual status when all
delinquent principal and interest become curremicicordance with the terms of the loan agreemanhfuwdhcollection of the principal and
interest appears probable.

PREMISES AND EQUIPMENT

Premises and equipment are reported at cost, tessnallated depreciation and amortization compugiaguthe straight-line method over the
estimated useful lives of the assets or the teffrtisearelated leases, whichever is shorter. Thig fperiod may range from one to 10 years.
The Company had no capitalized lease obligatiomeatmber 31, 2000 and 1999.

FOREIGN EXCHANGE FORWARD CONTRACTS

The Company enters into foreign exchange forwardraots with customers involved in internationalde finance activities, and enters into
offsetting foreign exchange forward contracts witiirespondent banks to hedge against the riskictuihtions in foreign currency exchange
rates related to the forward contracts enteredviitto its customers. The notional, or contract, ante associated with these financial
instruments are not recorded as assets or
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) lidlities in the Company's consolidated balance shéetes on these foreign
exchange forward contracts are included in nongistancome when the contracts are settled. Casls flesulting from these financial
instruments are classified in the same categotli@asash flows resulting from the items being heldgée Company is an end-user of these
derivative financial instruments and does not centhading activities for such instruments.

INCOME TAXES

The Company files a consolidated federal incomeeéxn, and consolidated or combined state incaxeeturns as appropriate. The
Company's federal and state income tax provisiomdased upon taxes payable for the current yeaelss current year changes in defe
taxes related to temporary differences betweemath®asis and financial statement balances of siaset liabilities. Deferred tax assets and
liabilities are included in the consolidated finmhstatements at currently enacted income tas rapglicable to the period in which the
deferred tax assets and liabilities are expectdxb tieealized. As changes in tax laws or rates@aeted, deferred tax assets and liabilities are
adjusted through the provision for income taxes.

STOCK-BASED COMPENSATION

The Company has elected to follow Accounting Pples Board Opinion No. 25, Accounting for Stockulss to Employees (APB No. 25),
and related interpretations, in accounting foeitgployee stock options rather than the alterndivesalue accounting allowed by SFAS No.
123, "Accounting for Stock-Based Compensation." A¥RB 25 provides that the compensation expenstével® the Company's employee
stock options is measured based on the intrindieevaf the stock option. SFAS No. 123 requires canigs that continue to follow APB No.
25 to provide a pro forma disclosure of the impdapplying the fair value method of SFAS No. 12Be Company accounts for stock issued
to non-employees in accordance with the provis@rSFAS No. 123 and Financial Accounting Stand&dard Interpretation No. 44,
"Accounting for Certain Transactions Involving Std@ompensation.”

EARNINGS PER SHARE

Basic earnings per share (EPS) excludes dilutiohsanomputed by dividing income available to comnstockholders by the weighted-
average number of common shares outstanding fqrehed. Diluted EPS reflects the potential dilatibat could occur if financial
instruments or other contracts to issue commorkst@re exercised or converted into common stodlesulted in the issuance of common
stock that then shared in the earnings of theyentit

SEGMENT REPORTING

Management views the Company as one operating segtherefore, separate reporting of financial segihnformation is not considered
necessary. Management approaches the Companygpptisubsidiary, the Bank, as one business efgerprhich operates in a single
economic environment, since the products and sesyigpes of customers and regulatory environmiéehage similar economic
characteristics.

RECENT ACCOUNTING PRONOUNCEMENTS

In June 1998, SFAS No. 133, "Accounting for Delivatinstruments and Hedging Activities" was issaed was effective for all fiscal years
beginning after June 15, 1999. SFAS No. 133 waseyently amended by SFAS No. 137, "Accountingdferivative Instruments and
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) Hediag Activities--Deferral of the Effective Date 0SB Statement No.
133" and will now be effective for fiscal years begng after June 15, 2000, with early adoptiompéed. SFAS No. 133, as amended,
requires the Company to recognize all derivativesither assets or liabilities and measure thasteuiments at fair value. It further provides
criteria for derivative instruments to be desigdads fair value, cash flow and foreign currencygesdand establishes respective accounting
standards for reporting changes in the fair valub@ derivative instruments. Upon adoption, thenpany will be required to adjust hedging
instruments to fair value in the balance sheetrandgnize the offsetting gains or losses as adprst$rto be reported in net income or other
comprehensive income, as appropriate. The Compdopted this statement on January 1, 2001. The imshogid not have a material effect
on the Company's financial statements.

In September 2000, the FASB issued SFAS No. 146¢8Anting for Transfers and Servicing of Finanéiasets and Extinguishments of
Liabilities, a replacement of SFAS No. 125." Pravis of SFAS No. 140, primarily relating to transfef financial assets and securitizations
that differ from provisions of SFAS No. 125, aréeetive for transfers taking place after March 3001. SFAS No. 140 also provides revised
guidance for an entity to be considered a qualif\dpecial purpose entity (QSPE). It is not expethiatithere will be a material effect on the
consolidated financial statements relating to axghan consolidation status for existing QSPEs. SWb. 140 also amends the accountiny
collateral and requires new disclosures for caldtesecuritizations and retained interests in gézations. These provisions are effective for
financial statements for fiscal years ending dftecember 15, 2000. This change in accounting filateral did not have a material effect on
the Company's consolidated financial statements.

COMMON STOCK SPLIT

In March 2000, the Board of Directors approved a-far-one stock split, in the form of a stock dieitl of the Company's common stock.
Holders of the Company's $0.001 par value commoeksis of the record date, April 21, 2000 received additional share of $0.001 par
value for every one share of common stock they ahaseof the record date. Shares and per share #&srfoull periods presented in the
accompanying consolidated financial statements baea adjusted to give retroactive recognition twafor-one stock split distributed on
May 15, 2000.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
2. EARNINGS PER SHARE
The following is a reconciliation of basic EPS ftutéd EPS for the years ended December 31, 20889 and 1998:

YEARS ENDED DECEMBER 31,
2000, 1999 AND 1998

PER SHARE
NET INCOME SHARES AMOUNT

(DOLLARS AND SHARES IN THOUSANDS,
EXCEPT PER SHARE AMOUNTS)
2000:

Basic EPS:
Income available to common stockholders............ ... $159,068 46,656 $3.41

Effect of Dilutive Securities:
Stock options and restricted stock................. - 2,564

Diluted EPS:
Income available to common stockholders plus assume d
CONVETSIONS.....oiurirenriiiiiiieiieeeree e .. $159,068 49,220 $3.23

1999:

Basic EPS:
Income available to common stockholders............ ... $52,198 41,258 $1.27

Effect of Dilutive Securities:
Stock options and restricted stock................. - 1,260

Diluted EPS:
Income available to common stockholders plus assume d
CONVEISIONS....oovvvinieeiireiiesieeeieeneeeneees .. $52,198 42,518 $1.23

1998:

Basic EPS:
Income available to common stockholders $28,856 40,536 $0.71

Effect of Dilutive Securities:

Stock options and restricted stock................. - 1,311
Diluted EPS:
Income available to common stockholders plus assume d
CONVEISIONS. ....uviiiiiieiiiieeiie e .. $28,856 41,847 $0.69

3. RESTRICTIONS ON CASH BALANCES

The Bank is required to maintain reserves agaimstocner deposits by keeping balances with the Bé&aserve Bank of San Francisco in a
noninterest-bearing cash account. The minimum reduieserve amounts were $33.3 million and $16lomiat December 31, 2000 and
1999, respectively. The average required reserlemba totaled $22.8 million in 2000 and $7.0 miilio 1999

4. SECURITIES PURCHASED UNDER AGREEMENT TO RESELL

Securities purchased under agreement to resetbodiag at December 31, 2000 consisted of U.S.@gsecurities. The securities underly
the agreement are book-entry securities in the Baadcount at a correspondent bank. Securitiehpsed under agreement to resell totaled
$519.2 million at December 31, 2000, averaged $668llion in 2000, and the maximum amount outstagdit any month-end during 2000
was $707.0 million.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
5. INVESTMENT SECURITIES

The Company did not maintain a trading portfoligidg 2000 or 1999. The following tables detail thejor components of the Company's
investment securities portfolio at December 31,(280d 1999.

DECEMBER 31, 2000

AMORTIZED UNREALIZED UNREALIZED CARRYING
COST GAINS LOSSES VALUE

(DOLLARS IN THOUSANDS)
Available-for-sale securities:

U.S. Treasury securities............ $ 25,000 $ 11 - $ 25,011
U.S. agencies and corporations:

Discount notes and bonds.......... 1,027,663 3,160  $(3,292) 1,027,531

Mortgage-backed securities........ 166,613 1,176 (1,380) 166,409

Collateralized mortgage

obligations...........c..c...... 212,582 601 (3,598) 209,585

Obligations of states and political

subdivisions...........cccveeeees 400,127 1,620 (700) 401,047
Commercial paper and other debt

SECUIMIES...vvveeiiiiieeeeiis 53,900 - - 53,900
Money market mutual funds........... 155,254 - - 155,254
Warrant securities................. 224 6,809 -- 7,033
Other equity investments............ 50 - 27) 23

Total available-for-sale securities... $2,041,413 $13,377  $(8,997) 2,045,793

Non-marketable securities at cost:

Federal Reserve Bank stock and tax credit funds.. 15,538

Venture capital fund investments 30,519

Other private equity investments................. 15,740
Total non-marketable securities.......ccccccceeeee. 61,797
Total investment SECUNtIeS.......ccceeeeeveeeeee e, $2,107,590
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
5. INVESTMENT SECURITIES (CONTINUED)

DECEMBER 31, 1999

AMORTIZED UNREALIZED UNREALIZED CARRYING
COST GAINS LOSSES VALUE

(DOLLARS IN THOUSANDS)
Available-for-sale securities:

U.S. Treasury securities............ $ 30,001 - $ (203) $ 29,798
U.S. agencies and corporations:
Discount notes and bonds.......... 875,682 - (20,112) 855,570
Mortgage-backed securities........ 168,318 - (6,496) 161,822
Collateralized mortgage
obligations...........cccc...... 234,538 - (12,586) 221,952
Obligations of states and political
subdivisions.............ccc.... 201,434 $ 23 (5,061) 196,396
Commercial paper and other debt
SECUIIES...vvvveiriirieeiiis 117,084 - - 117,084
Money market mutual funds........... 27,103 -- - 27,103
Warrant securities................. 204 68,154 - 68,358
Venture capital fund investments.... 250 42,500 - 42,750
Other equity investments............ 50 2,306 - 2,356
Total available-for-sale securities... $1,654,664 $112,983  $(44,458) 1,723,189
Non-marketable securities at cost:
Federal Reserve Bank stock and tax credit funds.. 12,336
Venture capital fund investments.................. L 9,811
Other private equity investments...........cee. L 2,072
Total non-marketable securities..........coeeeeee.. s 24,219
Total investment SECUNtieS.......cccovvceeeeees e $1,747,408

The amortized cost and fair value of investmentisges classified as available-for-sale at Decen3de 2000, categorized by remaining
contractual maturity, are shown below. Expectedaiamg maturities of mortgage-backed securitieateralized mortgage obligations and
callable U.S. agency securities will generally eliffrom contractual maturities because borrowerng naae the right to call or prepay
obligations with or without penalties. Warrant séties, venture capital fund investments, othevae equity investments, Federal Reserve
Bank stock, and tax credit funds were includedtable below as due after ten years.

DECEMBER 31, 2000

AMORTIZED CARRYING
COST VALUE

(DOLLARS IN THOUSANDS)

Dueinone year or leSS.....cccceevvveevvvenceees $ 468,491 $ 468,081
Due after one year through five years............... ... 858,356 858,684
Due after five years through ten years.............. ... 133,073 133,627
Due aftertenyearS......cccccceeevevvvvevcccceeeee. L 643,290 647,198
Totaloeiciieiiie e $2,103,210 $2,107,590

Investment securities with a fair value of $45.%iom and $36.8 million at December 31, 2000 an89,%espectively, were pledged to secure
certain public deposits and a line of credit atRleeeral Reserve Bank of San Francisco discourdawin

Sales of available-for-sale investment securitiedugling warrant gains resulted in the Companyize® gross gains of $37.2 million, $2.0
million and $5.3 million, and gross losses of $iflion, $1.0 million and $0.1 million in 2000, 19%nd 1998, respectively. Warrant gains
totaled $86.3 million, $33.0 million, and $6.7 r@h in 2000, 1999, and 1998, respectively.
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6. LOANS AND THE ALLOWANCE FOR LOAN LOSSES

The detailed composition of loans, net of uneainedme of $8.4 million and $8.6 million at Decemi3dr, 2000 and 1999, respectively, is
presented in the following table:

DECEMBER 31,

2000 1999
(DOLLARS IN THOUSANDS)
commercial....c.ccooveeeeieiiiiieeeeciee e $1,531,468 $1,414,728
Real estate construction.........ccccccvveeeeee. L 62,253 76,209
Real estate term.........ccccovvvvevvvveeeenene. 38,380 67,738
Consumer and other.........ccccocvvvvvveveneee. L 84,448 64,330
Total loans.....cccccvvevveeiieeie e $1,716,549 $1,623,005

The Company's loan classifications for financigamting purposes differ from those for regulatogparting purposes. Loans are classifiec
financial reporting purposes based upon the purpodeprimary source of repayment of the loans. kaae classified for regulatory report
purposes based upon the type of collateral sectmmtpans.

As of December 31, 2000, there was no single imgustctor (as identified by Standard Industrial €)dvhich represented more than 109
the Company's loan portfolio.

The activity in the allowance for loan losses imguarized below:

YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS)

Balance at January 1,.........ccccoevveeiiinnanne ... $71,800 $46,000 $37,700
Provision for loan losses..............ccccvvu. ... 54,602 52,407 37,159
Loans charged off..........ccoociiiiiinnennnnn. .... (63,380) (34,508) (31,123)
RECOVENES....coveveeeeeieieieceeeeeee ... 10,778 7,901 2,264
Balance at December 31,.........ccccceeeeeunneennn. .... $73,800 $71,800 $46,000

The aggregate recorded investment in loans fortwimpairment has been determined in accordanceS®KS No. 114 totaled $18.3 millic
and $27.6 million at December 31, 2000 and 199%heetively. During 2000 and 1999, nonaccrual lagapsesented all impaired loans.
Allocations of the allowance for loan losses raldi@impaired loans totaled $8.0 million at Decentki 2000 and $14.9 million at Decem
31, 1999. Average impaired loans for 2000 and 1888ed $24.3 million and $37.8 million, respechéf these loans had not been
impaired, $1.4 million in interest income would kaween realized during the years ended Decemb@080,and 1999, respectively. The
Company realized no interest income on such imgaaans during 2000 or 1999.
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7. PREMISES AND EQUIPMENT
Premises and equipment consist of the following:

DECEMBER 31,

2000 1999
(DOLLARS IN THOUSANDS)
Cost:
Furniture and equipment.......cccccccoveveeeeee. . $17,568 $11,067

Leasehold improvements.......cccccceveveeveeee. L 12,648 7,626

Total COSt...vvviiiiiiiiieiieee e 30,216 18,693
Accumulated depreciation and amortization.......... ... (11,723) (7,951)
Premises and equipment-net.........ccccceveeeeeeee. L. $18,493 $10,742

The Company is obligated under a number of nondableeoperating leases for premises that expivaabus dates through January 2006,
and in most instances, include options to reneextend at market rates and terms. Such leases roaye for periodic adjustments of
rentals during the term of the lease based on @saimgvarious economic indicators. The followingléapresents minimum payments under
noncancelable operating leases as of Decembe080; 2

YEARS ENDING DECEMBER 31,

Rent expense for premises leased under operatisgdeotaled $5.4 million, $3.8 million and $3.0liom for the years ended December 31,
2000, 1999 and 1998, respectively.

8. DEPOSITS

The aggregate amount of time deposit accountsiohailly exceeding $100,000 totaled $773.5 milliord £258.1 million at December 31,
2000 and 1999, respectively. At December 31, 200® deposit accounts, individually exceeding $000, totaling $768.2 million were
scheduled to mature within one year.

9. TRUST PREFERRED SECURITIES

In May 1998, the Company issued $40.0 million imelative trust preferred securities through a nefatyned special-purpose trust, SVB
Capital I. The trust is a wholly owned consolidasedbsidiary of the Company and its sole assettharpinior subordinated deferrable interest
debentures. Distributions are cumulative and ayalpia quarterly at a rate of 8.25% per annum ofthted liquidation amount of $25 per
preferred security. Distributions of $3.3 milliorere paid for each of the years ended December08D 2nd 1999 and $2.0 million for the
year ended December 31, 1998. The obligationseofrtist are fully and unconditionally guaranteadacsubordinated basis, by the Comp.
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9. TRUST PREFERRED SECURITIES (CONTINUED) The trpstferred securities are mandatorily redeemabda gipe maturity of the
debentures on June 15, 2028, or to the extentyoéariier redemption of any debentures by the Campand are callable beginning June 15,
2003.

Issuance costs of $1.6 million related to the tpusferred securities were deferred and are bematized over the period until mandatory
redemption of the securities in June 2028.

Based on the Nasdaq closing price, the fair vafubeotrust preferred securities totaled $32.8ionlland $29.6 million as of December 31,
2000 and 1999, respectively.

10. INCOME TAXES
The components of the Company's provision for ine¢axes consist of the following:

YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS)
Current provision:

Federal........cccooviviiiiiiece .. $89,415 $36,089 $19,649
State. .o .. 23,619 9,930 5,814
Deferred expense (benefit):

Federal.......ccooviiiiniiiiece ... (6,205) (10,198) (4,629)
State. ..o .. 1,078 (1,791) (717)
INncome tax eXPENSE........cccveevuveerieeiiieene ... $107,907 $34,030 $20,117

A reconciliation between the federal statutory imeotax rate and the Company's effective incomeatexis shown below.

YEARS ENDED
DECEMBER 31,

2000 1999 1998

Federal statutory income tax rate........ccceeeee. . Ll 35.0% 35.0% 35.0%
State income taxes, net of the federal tax effect.. =~ ... 6.0 6.1 6.8
Tax-exempt interest inCOMe......cccccoveveeeeeees L (0.9) (2.0) (2.0)
Other-net......ccooovevviiiiieees 0.3 0.4 13

Effective income tax rateé...........ccccoeveeeeeee. . 40.4% 395% 41.1%
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10. INCOME TAXES (CONTINUED) Deferred tax asseialfilities) consist of the following:

DECEMBER 31,

(DOLLARS IN THOUSANDS)
Deferred tax assets:

Allowance for loan losses........ccceeveveeeeeeee. Ll $28,000 $28,138
Other accruals not currently deductible.......... .. 8,196 3,661
State income taxXxes.......occevvvvvvvvvveenenens 7,480 3,522
Depreciation and amortization.................... . .. - 1,891
Deferred tax assets.........ccocovvvvvvvvvvvvenes 43,676 37,212
Less: Valuation allowance.........cccccoeeveveeee. . - --
Deferred tax assets, net of valuation allowance.... ... 43,676 37,212
Deferred tax liabilities:
Depreciation and amortization.................... . .. (1,333) --
Other deferred tax liabilities.........ccoceec.... L. (127) (123)
Net unrealized gain on available-for-sale securit ies...... (1,781) (26,861)
Deferred tax liabilities........ccccoooveveeee. L (3,241) (26,984)
Net deferred tax assets.........cccoevveeeeeevee. L $40,435 $10,228

The Company believes a valuation allowance is petied to reduce the net deferred tax assetssasdre likely than not that the net

deferred tax assets will be realized through regowétaxes previously paid and/or future taxableome. The amount of the total gross

deferred tax assets considered realizable, howeweld be reduced in the near term if estimatdsitofe taxable income during the
carryforward periods are reduced.

11. COMPREHENSIVE INCOME
Components of other comprehensive income/(loss)tadelated income tax expense or benefit, caneisthe following:

YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS)
Change in unrealized gains/(losses) on

available-for-sale investments:
Unrealized holding gains arising during the

PETIOd. ..o . $ 57,824 $99,498 $11,310
Related income tax expense............ccccveees . (23,372) (39,302) (4,638)
Less: Reclassification adjustment for gains

included in netincome...........ccccceeeene . (123,387) (34,059) (11,897)
Related income tax benefit...................... . 49,873 13,453 4,878

Other comprehensive (loss)/income.................. . $(39,062) $39,590 $ (347)

12. EMPLOYEE BENEFIT PLANS

The Silicon Valley Bank 401(k) and Employee Stockr@rship Plan (the "Plan") is a combined 401(k}daferred savings plan and
employee stock ownership plan (ESOP) in which miplyees of the Company are eligible to participate
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12. EMPLOYEE BENEFIT PLANS (CONTINUED) Employeesrfieipating in the 401(k) component of the Plan ne¢sct to have a portion
of their salary deferred and contributed to thenPTdhe amount of salary deferred is not subjeftderal or state income taxes at the time of
deferral. The Company matches up to $1,000 of gul@mae’s contributions in any plan year, with them@any's matching contribution
vesting in equal annual increments over five yeaine Company's matching 401(k) contributions tat&6.7 million in 2000, $0.6 million in
1999 and $0.5 million in 1998.

The Silicon Valley Bank Money Purchase Pension Riaa "MPP Plan") guarantees a 5.0% quarterly dmution to all individuals that are
employed by the Company on the first and last dayftscal quarter. The Company contributes casdmimmount equal to 5.0% of an eligi
employee's quarterly base salary, less InternatRex Code (IRC) Section 401(k) and Section 125rddée The MPP Plan contributions v
in equal annual increments over five years. The g's contributions to the MPP Plan totaled $2ildam in 2000, $1.7 million in 1999
and $1.1 million in 1998.

Discretionary ESOP contributions, based on the Goyg net income, are made by the Company toigibkd individuals employed by the
Company on the last day of the fiscal year. The gamy may elect to contribute cash, or the Compamytsmon stock, in an amount not
exceeding 10.0% of the eligible employee's basagalarned in the fiscal year, less IRC Section(i)cdnd

Section 125 deferrals. The ESOP contributions ivestjual annual increments over five years.

The Company's contributions to the ESOP totale8l §#llion in 2000 and $3.1 million in 1999. In 1998e Company did not make a
discretionary ESOP contribution as net income fierytear ended December 31, 1998 did not meet thshblds set by the Company's Board
of Directors at the beginning of 1998. At Decem®&y 2000, the ESOP owned 1,531,799 equivalent stdithe Company's common stock.
All shares held by the ESOP are treated as outsigustiares in both the Company's basic and dile¢éedings per share computations.

The Company maintains an employee stock purchase(BISPP) under which participating employees nmayially contribute up to 10.0%

of their gross compensation to purchase shardedfbmpany's common stock at 85% of its fair mavkéie at either the beginning or ent
each six-month offering period, whichever pricéess. All employees of the Company are eligiblpddicipate in the ESPP. The ESPP is
noncompensatory to the employees and results @axpense to the Company. For the first six-montbkroffy period of 2000, 84,789 shares of
the Company's common stock were issued at $21 10ghaee, while 61,261 shares of the Company's camsturk were issued at $29.38 per
share for the second six-month offering period@@ At December 31, 2000, a total of 1,841,392eshaf the Company's common stock
were reserved for future issuance under the ES&f Pl

The Company's 1997 Equity Incentive Plan (the "1BRiA"), along with the Company's 1983 and 1986kstption plans, provides for the
granting of incentive and non-qualified stock opsavhich entitle directors, employees and cert#ieioparties to purchase shares of the

Company's common stock at a price not less thafolf@d 85% of the fair market value of the commaitlsbn the date the option is gran
for incentive and non-qualified stock options, mdjvely. Options may vest over various periodsin@xcess of five years from the
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12. EMPLOYEE BENEFIT PLANS (CONTINUED) date of gtaand expire five to ten years from the date ohgr@he following table
provides stock option information related to th&3@nd 1989 stock option plans and the 1997 Plan:

2000 1999 1998

WEIGHTED- WEIGHTED- WEIGHTED-

AVERAGE AVERAGE AVERAGE

EXERCISE EXERCISE EXERCISE

SHARES PRICE SHARES PRICE SHARES PRICE

Outstanding at
January 1,............. 3,803,258 $9.25 3,154,174 $8.78 3,810,216 $5.84
Granted................ 2,069,100 28.43 1,060,000 9.32 762,180 14.56
Exercised (1,066,534) 7.45 (311,986) 4.15 (1,233,262) 3.44
Forfeited.............. (226,250) 16.89 (98,930) 11.01 (184,960) 8.06
Outstanding at
December 31,........... 4,579,574 $17.93 3,803,258 $9.25 3,154,174 $8.78
Exercisable at
December 31,........... 1,278,475 $9.10 1,611,108 $7.37 1,341,974 $6.06

The following table summarizes information abowicktoptions outstanding as of December 31, 2000:

OPTIONS OUTSTAN DING 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
$3.41-$6.53 257,692 0.56 $ 5.50 257,692 $5.67
7.88-8.25 824,032 6.08 8.24 592,032 8.24
8.94 735,102 8.06 8.94 150,103 8.94
9.16-15.03 686,648 7.56 13.68 237,648 13.66
15.63-21.28 235,000 8.59 16.81 37,000 16.47
23.69 1,138,500 9.30 23.69 4,000 23.69
26.03-40.00 470,100 9.75 32.96 - -
40.38-49.50 129,000 9.69 48.55
51.69 98,500 9.72 51.69
58.25 5,000 9.75 58.25
$3.41-$58.25 4,579,574 7.79 $17.93 1,278,475 $9.10

At December 31, 2000, options for 433,016 sharee weailable for future grant under the Compan9%7iplan. There were no shares
available for future grant under the Company's 1883 1989 stock option plans.

The Company's 1989 stock option plan and 1997 &emprovide for the granting of shares of the Canys common stock to directors,
employees and certain other parties. Shares grém&tployees under these plans may be subjeettair vesting requirements and resale
restrictions (restricted stock). For restrictecckiaunearned compensation equivalent to the maedae of the Company's common stock on
the date of grant is charged to stockholders' gguitl amortized into noninterest expense over #séing term. In 2000, 129,776 shares of
restricted stock were issued to employees at ahtasdigaverage fair value of $29.48 per share. Ir9199,400 shares of restricted stock were
issued to employees at a weightaderage fair value of $10.34 per share. In 1998 shares of restricted stock were issued to@yepk ¢

a weighted-average fair value of $15.00 per sh&tr®ecember
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12. EMPLOYEE BENEFIT PLANS (CONTINUED) 31, 2000¢ite were 460,609 shares of restricted stock owtstgnand the vesting of
these shares occurs at various periods througyedure2003.

The Company recognized $2.2 million, $1.8 millioxd&2.0 million in employee stock-based compensat@sts resulting from the
amortization of unearned compensation relatedstricted stock, stock options and other miscellasezamployee stock awards during 2000,
1999 and 1998, respectively.

The weightedaverage fair values of options granted to employdiesctors and certain other parties were $2240/6 and $6.20 per share
2000, 1999 and 1998, respectively. Had compensatenrelated to both the Company's stock optioardsito employees and directors and
to the ESPP been determined under the fair valubaderescribed under SFAS No. 123, the Compamy'smmome, basic earnings per share
and diluted earnings per share would have beeprthébrma amounts indicated below.

YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS, EXCEPT PER
SHARE AMOUNTS)

Net income:

As reported.........coeeevieeiieeiiee e ... $159,068 $52,198 $28,856

Pro forma.......cccooevieeiiiiiiiciiieen ... 148,897 48,149 26,344
Basic earnings per share:

AS reported.........cocveiiieiiieeiiie i .. $ 341 $127 $071

Pro forma.......cccooooiveiiiiiiiiieen 3.19 1.17 0.65
Diluted earnings per share:

AS reported.........cceeiiieiiiieiiee i 323 $ 123 $ 0.69

Pro forma.......cccoooiiiiiiiiiin 3.07 1.15 0.63

The fair value of the stock option grants in 200899 and 1998 used in determining the pro formametme and the basic and diluted
earnings per share amounts indicated above weneagstl using the Black-Scholes option-pricing maaligh the following assumptions:

YEARS ENDED
DECEMBER 31,

2000 1999 1998

Dividend yield......ccccccoeevviviiiiiiieeee --% --% --%
Expected life of options in years.........ccceeee. . L 5 5 5
Expected volatility of the Company's underlying com mon

StOCK. cviii v 105.1% 49.7%  39.5%
Expected risk-free interest rate......ccccooceeee.. L. 5.0% 6.3% 5.3%

The expected volatility of the Company's underly@ognmon stock and the expected risk-free intesgstwere calculated using a term
commensurate with the expected life of the options.

Compensation expense related to the ESPP in 2009, dnd 1998, used in determining the pro formanueime and basic and diluted
earnings per share amounts indicated above, wad &xjne difference between the fair value of@mmpany's common stock when issued
under the ESPP and the actual price paid by eme#otgeacquire the common stock.
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13. RELATED PARTIES

Certain directors and employees have loan balamtssanding with the Company at December 31, 20@01899. These loans have
primarily been granted by the Company for the paepof assisting employee relocations, and typidattjude terms more favorable than
those prevailing at the time for comparable tratisas with other borrowers.

YEARS ENDED
DECEMBER 31,

(DOLLARS IN THOUSANDS)

Balance at January 1,.........ccccoevueeiiinnenns $1,685 $ 955
Loan proceeds disbursed. 633 1,100
Loan repayments...........coeeeviveviinineenennnn. (205) (370)
Balance at December 31,......ccccoovevvceeveeee $2,113 $1,685

The Silicon Valley Bank Foundation (the "Foundatjomas established by the Company in 1995 to mairgaod corporate citizenship in its
communities. The Foundation is funded entirelyly €Company, and received a contribution from then@any totaling $2.1 million in 1999.

14. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RBK

In the normal course of business, the Company firsascial instruments with off-balance sheet righrteet the financing needs of its
customers and to reduce its own exposure to flticlgin foreign currency exchange rates and manketest rates. These financial
instruments include commitments to extend credimmercial and standby letters of credit, foreignrenge forward contracts, and interest
rate swap agreements. These instruments involwaryong degrees, elements of credit risk. Cradk is defined as the possibility of
sustaining a loss because other parties to thadiakinstrument fail to perform in accordance wille terms of the contract.

COMMITMENTS TO EXTEND CREDIT

A commitment to extend credit is a formal agreenteriénd funds to a customer as long as there isalation of any condition established
the agreement. Such commitments generally havd fixgiration dates, or other termination claused,sually require a fee paid by the
customer upon the Company issuing the commitmenbfdDecember 31, 2000 and 1999, the Company haddfilion and $1.2 billion of
unused loan commitments available to customenshath $282.3 million and $132.3 million had a fixiederest rate, respectively. The
Company's exposure arising from interest rateagsdociated with fixed rate loan commitments isaootsidered material. Commitments
which are unavailable for funding due to custormersmeeting all collateral, compliance and finahc@enants required under loan
commitment agreements totaled $2.3 billion and $illidn at December 31, 2000 and 1999, respegctivEhe Company's potential exposure
to credit loss, in the event of nonperformanceh®ydther party to the financial instrument, is ¢batractual amount of the available unused
loan commitment. The Company uses the same cneplib@al and monitoring process in extending loammitments as it does in making
loans. The actual liquidity needs or the credk tlgat the Company has experienced have histoyibakn lower than the contractual amount
of commitments to extend credit because a sigmifipartion of these commitments expire without lgedinawn upon. The Company evalu:
each potential borrower and the necessary collateran individual basis. The type of collateratiga, but may include real property, bank
deposits, or business and personal assets. Thetipbtzedit risk associated with these commitméntonsidered in management's evaluz
of the adequacy of the allowance for loan losses.
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14. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RBK (CONTINUED) COMMERCIAL AND STANDBY LETTERS OF
CREDIT

Commercial and standby letters of credit representlitional commitments issued by the Company drabbef a customer to guarantee the
performance of the customer to a third party whemain specified future events have occurred. Coroigaldetters of credit are issued
primarily for inventory purchases by customers areltypically short-term in nature. Standby let@frsredit are typically issued as a credit
enhancement for clients' contractual obligationthixl parties such as landlords and are often sasbired by the clients. Letters of credit
have fixed expiration dates and generally requiieegpaid by the customer upon the Company isshi@gommitment. Fees generated from
these letters of credit are recognized in nonistareome over the commitment period. At Decemider2®00 and 1999, commercial and
standby letters of credit totaled a combined $918illion and $289.9 million, respectively.

The credit risk involved in issuing letters of citdd essentially the same as that involved witteesling loan commitments to customers, and
accordingly, the Company uses a credit evaluationgss and collateral requirements similar to tlioséoan commitments. The actual
liquidity needs or the credit risk that the Compéiag experienced have historically been lower tharcontractual amount of letters of credit
issued because a significant portion of these tiomadil commitments expire without being drawn upon.

FOREIGN EXCHANGE FORWARD CONTRACTS

The Company enters into foreign exchange forwardracts with customers involved in internationaldie finance activities, either as the
purchaser or seller of foreign currency at a futlate, depending upon the customer need. The Congrders into offsetting foreign
exchange forward contracts with correspondent bemkedge against the risk of fluctuations in fgrecurrency exchange rates related to the
foreign exchange forward contracts entered inth i customers. These contracts are short-tematire, typically expiring in less than 90
days. At December 31, 2000 and 1999, the notiamalumts of these contracts totaled $102.6 millioth $82.4 million, respectively. The
maximum credit exposure for counterparty nonpertorae for foreign exchange forward contracts witthlmustomers and correspondent
banks amounted to $3.6 million at December 31, 20@0$0.2 million at December 31, 1999. The Comgaasyincurred no losses from
counterparty nonperformance and anticipates pedoom by all counterparties to such foreign exchdoyeard contracts.

COMMITMENTS TO INVEST IN VENTURE CAPITAL FUNDS

As of December 31, 2000, the Company committed3pdtillion to 208 limited partnership interests ienture capital funds, of which $26.2
million has been funded. Approximately $6.1 milliondistributions were used to reduce the Comparggs basis in these investments.
Additionally, as of December 31, 2000, the Compemyimitted $15.0 million and $6.0 million to SVB &tegic Investors Fund, L.P., to
invest in top-tier venture capital funds, and $itid/alley BancVentures, L.P., to make direct equityestments in emerging growth high
technology and life sciences companies, respegti@f these commitment amounts $3.0 million an®@$aillion have been funded,
respectively.

INTEREST RATE SWAP AGREEMENTS

During the fourth quarter of 1998, the Company eaeénto an interest rate swap agreement with amitabf one year in order to manage its
exposure to market interest rate movements bytafédg converting a portion of its interesarning assets from variable rate to fixed rate
face value of the interest rate swap at Decembget 39 was $150.0 million. This agreement involtieelexchange of variable rate payments
for fixed rate payments without the exchange ofuthderlying face value. Under this agreement, thmgany
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14. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RBK (CONTINUED) received fixed interest paymentgaaate of
7.765% and paid variable rate interest paymentedan the average three-month U.S. Prime RateUT®ePrime Rate at December 31,
1999 was 8.50%. Interest rate differentials paideoeived under this agreement are recognized adjastment to interest income. The
notional amount does not represent the amount egeltbby the parties, and thus is not a measurepofseire of the Company. The amounts
exchanged were based on the notional amount aed t@tms of the swap. The average variable ratesubject to change over time as the
U.S. Prime Rate fluctuates. The counterparty tosth@p agreement was Bank of America National TanstSavings Association. The
Company was not a party to any swap agreemente@rbber 31, 2000.

15. FAIR VALUE OF FINANCIAL INSTRUMENTS

SFAS No. 107, "Disclosures about Fair Value of Rrial Instruments,” requires that the Company diselestimated fair values for its
financial instruments. Fair value estimates, meshemt assumptions, set forth below for the Comgéimancial instruments, are made solely
to comply with the requirements of SFAS No. 107 ahduld be read in conjunction with the Compangtssolidated financial statements ¢
related notes.

Fair values are based on estimates or calculatibtie transaction level using present value tegles in instances where quoted market
prices are not available. Because broadly tradattetsado not exist for most of the Company's finaniastruments, the fair value
calculations attempt to incorporate the effectofent market conditions at a specific time. Failuations are management's estimates of the
values, and they are often calculated based oemtpricing policies, the economic and competiBweironment, the characteristics of the
financial instruments, expected losses, and other factors. These calculations are subjectiveatane, involve uncertainties and matters of
significant judgment, and do not include tax raogfions; therefore, the results cannot be deteminivith precision, substantiated by
comparison to independent markets, and may notddized in an actual sale or immediate settlemetiteoinstruments. There may be
inherent weaknesses in any calculation techniquéchanges in the underlying assumptions usedjdimgy discount rates and estimates of
future cash flows, could significantly affect thesults. For all of these reasons, the aggregafitmedair value calculations presented herein
does not represent, and should not be construepiesent, the underlying value of the Company.

The following methods and assumptions have beeth tasestimate the fair value of each class of farinstruments for which it is
practicable to estimate the value.

Cash and cash equivalents: This category includsis and due from banks, interest-bearing depwosdthier financial institutions, federal
funds sold, and securities purchased under agreéd¢messell. The cash equivalents are readily cdible to known amounts of cash and
present insignificant risk of changes in value ttumaturity dates of 90 days or less. For theset4bhom financial instruments, the carrying
amount is a reasonable estimate of fair value.

Investment securities: For marketable investmeritrsies classified as available-for-sale, fairued are based on quoted market prices or
dealer quotes. The Company records non-marketaileire capital fund investments and other privgtétg investments, on a cost basis less
any identified impairment.

Loans: The fair value of fixed and variable raterls is calculated by discounting contractual chshsfusing discount rates that reflect the
Company's current pricing for loans and the forwaedd curve.

Deposits: The fair value of deposits is calculdigdiiscounting the deposit balances using the Cogip&ost of borrowing funds in the
market and the forward yield curve. The depositfpbio was segregated by core and non-core depdsiteddition, the duration and
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15. FAIR VALUE OF FINANCIAL INSTRUMENTS (CONTINUED)nterest rate sensitivity of the individual depi@icounts was taken
into account in determining the fair value.

Off-balance sheet financial instruments: The Comgeas not estimated the fair value of off-balartoees commitments to extend credit,
commercial letters of credit and standby lettersreflit. Because of the uncertainty involved iemipting to assess the likelihood and timing
of a commitment being drawn upon, coupled withlguk of an established market for these financisiruments, management does not
believe it is meaningful or practicable to provaieestimate of fair value. The fair value of foreexchange forward contracts and interest
rate swaps are based on the estimated amountothpady would receive or pay to terminate the catdrat the reporting date.

Limitations: The information presented herein isdzhon pertinent information available to the Conypas of December 31, 2000 and 1999,
respectively. Although management is not awarengffactors that would significantly affect the esdited fair value amounts, such amounts
have not been comprehensively revalued since ttst racent year end and the estimated fair valuéisese financial instruments may have
changed significantly since that point in time.

The estimated fair values of the Company's findricgruments at December 31, 2000 and 1999 asepted below. Bracketed amounts in
the estimated fair value columns represent estiinedsh outflows required to settle the obligatianmarket rates as of the respective
reporting dates.

DECEMBER 31,

2000 1999
CARRYING ES TIMATED CARRYING ESTIMATED
AMOUNT  FA IR VALUE AMOUNT FAIR VALUE
(D OLLARS IN THOUSANDS)

Financial Assets:
Cash and due from banks......... $ 332,632 $ 332,632 $ 278,061 $ 278,061
Federal funds sold and
securities purchased under

agreement to resell........... 1,389,734 1 389,734 898,041 898,041
Investment securities, at fair

value......coceeevevveeeen, 2,045,793 2 ,045,793 1,723,189 1,723,189
Non-marketable securities, at

[o701) S 61,797 61,797 24,219 24,219
Net loans.........c.ccccuveennn. 1,642,749 1 ,636,748 1,551,205 1,555,729

Financial Liabilities:
Noninterest-bearing demand

deposits......coccvveeernns 2,448,758 2 ,229,068 1,928,100 1,671,647
NOW deposits...........ccuveee.. 57,857 42,238 43,643 39,245
Money market deposits........... 1,519,563 1 469,534 1,845,377 1,735,982
Time deposits.........cccc...... 836,081 784,523 292,285 291,412

Off-Balance Sheet Financial
Instruments:
Foreign exchange forward

contracts--receive............ - 49,180 - 16,238
Foreign exchange forward

contracts--pay................ -- (49,180) - (16,238)
Interest rate swap agreement.... - - -- (211)

16. LEGAL MATTERS

Certain lawsuits and claims arising in the ordineoyrse of business have been filed or are peratjaghst the Company and/or the Bank.
Based upon information available to the
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
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16. LEGAL MATTERS (CONTINUED) Company, its review such claims to date and consultation with italegpunsel, management
believes the liability relating to these actiorigny, will not have a material adverse effectloe €ompany's liquidity, consolidated financial
position or results of operations.

17. REGULATORY MATTERS

The Bank is subject to certain restrictions onahmunt of dividends that it may declare without phier approval of the Federal Reserve
Board and the California Department of Financiatimtions. At December 31, 2000, approximately%24million of the Bank's retained
earnings were available for dividend declaratiotheoCompany without prior regulatory approval.

The Company and the Bank are subject to capitajuaty guidelines issued by the Federal ReservedB&ailure to meet minimum capital
requirements can initiate certain mandatory angipfsadditional discretionary actions by regulattirat, if undertaken, could have a mat
impact on the Company's and/or the Bank's finam@atlition and results of operations. Under capgitidquacy guidelines and the regulatory
framework for prompt corrective action, the Compang the Bank must meet specific capital guidelthasinvolve quantitative measures of
the Company's and the Bank's balance sheet itamgelhas certain off-balance sheet items, as ttledi under regulatory accounting
practices. The Company's and the Bank's capitabata@nd classifications are also subject to qatalé judgments by the regulators about
components, risk weightings and other factors.

Under these capital guidelines, the minimum tatK-based capital ratio and Tier 1 risk-based ehpittio requirements are 10.0% and 6.0%,
respectively, of risk-weighted assets and certéibalance sheet items for a well capitalized dépog institution.

The Federal Reserve Board has also establishedhonimicapital leverage ratio guidelines for state to@nianks. The ratio is determined
using Tier 1 capital divided by quarterly averagmltassets. The guidelines require a minimum @¥bfor a well capitalized depository
institution.
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17. REGULATORY MATTERS (CONTINUED) The following kde presents the capital ratios for the Companytaedank, compared to
the minimum regulatory capital requirements foladequately capitalized depository institution, BBecember 31, 2000 and 1999:

MINIMUM
ACTUAL ACTUAL MINIMUM  CAPITAL

RATIO AMOUNT RATIO REQUIREMENT

(DOLLARS IN THOUSANDS)
As of December 31, 2000:
Total risk-based capital ratio

CoMPaNY...cccoiieiiieiiie e 18.5% $730,453 8.0%  $315,993

Bank.......ccoooiiniiiiiiiee 13.8% $523,816 8.0%  $304,539
Tier 1 risk-based capital ratio

CoMPaNY...cccoiieiiieiiie e 17.2% $680,778 4.0%  $157,997

BanK......ccoooiiiiiieiiie e 12.5% $475,908 4.0%  $152,270
Tier 1 leverage ratio

CoOMPANY....ccovieriieiree e 12.6% $680,778 4.0%  $216,576

BanK......ccoooiiiiiieiiie e 9.1% $475,908 4.0%  $210,210

As of December 31, 1999:
Total risk-based capital ratio

CoMPANY.....coveeireeeree e 15.5% $398,268 8.0%  $205,145

Bank......ccoovioeiiiiec 14.0% $354,599 8.0%  $202,824
Tier 1 risk-based capital ratio

CoOMPANY....ccoieeireeiree e 14.3% $365,724 4.0%  $102,573

Bank......ccooveiiiii 12.7% $322,413 4.0%  $101,412
Tier 1 leverage ratio

COMPANY...c.veeeierieiieee e 8.8% $365,724 4.0%  $165,901

Bank......ccoovveiiiiiii 7.9% $322,413 4.0%  $162,397

18. STOCKHOLDERS' RIGHTS PLAN

On October 22, 1998, the Company's Board of Dirscdopted a stockholders rights plan (the "Righas") designed to protect the
Company's stockholders from various abusive takematics, including attempts to acquire controthed Company without offering a fair
price to all stockholders. Under the Rights Plathestockholder received a dividend of one righefach outstanding share of common stock
of the Company. The rights are attached to, ansignitty only traded with, the common stock and areently not exercisable. Except as
specified below, upon becoming exercisable, alitgddholders will be entitled to purchase from tler@any 1/1000th of a share of the
Company's preferred stock at a price of $120.00.

The rights become exercisable and will begin tddrseparately from the common stock of the Compgoy the earlier of (i) the tenth day
after a person or group has acquired beneficialengitip of 10% or more of the outstanding commonkstd the Company or (ii) the tenth
business day after a person or group announceglarter exchange offer, the consummation of whiolla/ result in ownership by a person
or group of 10% or more of the Company's commookstBach right will entitle the holder to purchasenmon stock of the Company hav

a current market value of twice the exercise poicihe right. If the Company is acquired througmearger or other business combination
transaction or there is a sale of more than 50#hefompany's assets or earning power, each righentitle the holder (other than rights
held by the acquiring person) to purchase, at xleecése price, common stock of the acquiring erftaying a value of twice the exercise price
at the time.

The Company's Board of Directors has the optiontang after a person or group becomes a 10% holiddie outstanding common stock of
the Company to exchange all or part of the rigbte€gr than rights held by the acquiring person)sfaares of common stock of
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18. STOCKHOLDERS' RIGHTS PLAN (CONTINUED) the Conmgaprovided that the Company may not make suctxahange after the
person becomes the beneficial owner of 50% or rabtke Company's outstanding common stock.

The Company may redeem the rights for $0.001 eaahyatime on, or prior to, public announcement thperson has acquired beneficial
ownership of 10% or more of the Company's commookstThe rights will expire on October 22, 2008less earlier redeemed or exchan
The rights will not have any voting rights, but Mihve the benefit of certain customary anti-ddatprovisions. The dividend distribution of
the rights was not taxable to the Company or d@sldtolders.

19. PARENT COMPANY ONLY CONDENSED FINANCIAL INFORMAION

The condensed balance sheets of Silicon Valley 8f@ares (parent company only) at December 31, 200@899, and the related condensed
statements of income and condensed statementsiofloavs for the years ended December 31, 20000 288 1998 are presented below.
Certain reclassifications have been made to thenpaompany's 1999 and 1998 financial informatmodnform to the 2000 presentations.
Such reclassifications had no effect on the residltperations or stockholders' equity.

CONDENSED BALANCE SHEETS

DECEMBER 31,

2000 1999
(DOLLARS IN THOUSANDS)

Assets:

Cash on deposit with bank subsidiary.............. . ... $37,552 $ 1,313

Securities purchased under agreementtoresell... ... - 17,750

Investment securities, at fair value............. ... 127,275 134,346

Loans to related parties 2,113 1,685

Other assetS.....oooveeeiniiiieiiiiieeeeeeee 18,577 2,133

Investment in subsidiaries:

Bank subsidiary......ccccccoovvviiiiiiiieeeee. 474,478 295,395
Nonbank subsidiaries.........cccccccoveeveeeee. L 5,706 1,237

Total @SSetS...cccovviiiiiiieiie e $665,701  $453,859
Short-term liabilities......c.ccocevcvevcveveeee. L $ 8858 $ 813
Deferred tax liability........ccccovcvveeeveeeeeee L 2,754 44,281
Indebtedness to nonbank subsidiary.................. . .. 41,379 41,379
Deferred issuance COStS.......cccovvvvvvvvevenenns . (1,411) (1,464)
Indebtedness to nonbank subsidiary, net of deferred issuance

COSES i 39,968 39,915
Stockholders' equity........ccovvvvccvvvvveeeeee 614,121 368,850
Total liabilities and stockholders' equity......... ... $665,701  $453,859
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19. PARENT COMPANY ONLY CONDENSED FINANCIAL INFORMAION (CONTINUED) CONDENSED STATEMENTS OF
INCOME

YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS)

Interest income...... .. $3518 $ 972 $1,050
Interest expense (3,402) (3,402) (2,070)
Income from the disposition of client warrants..... ... 86,322 33,003 6,657
Investment gains........ccceeeveeveiiiiiiiienens ... 37,065 1,510 --
General and administrative expenses................ ... (1,153) (562) (285)
Income tax eXPense........cccceeeevuveeeeeeinnen. ... (49,664) (12,932) (2,248)
Income before equity in net income of subsidiaries. ... 72,686 18,589 3,104
Equity in net loss of nonbank subsidiaries......... (139) -- --

Equity in net income of bank subsidiary............ ... 86,521 33,609 25,752
Net iNCOME.......coovrerrieceeee e ... $159,068 $52,198 $28,856

CONDENSED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31,

2000 1999 1998

(DOLLARS IN THOUSANDS)
Cash flows from operating activities:
Net iNCOME......cceevverierierieree e ... $159,068 $52,198 $28,856
Adjustments to reconcile net income to net cash
(used in) provided by operating activities:

Net gains on dispositions of client warrants... ... (86,322) (33,003) (6,657)
Net gains on sale of investment securities..... ... (37,065) (1,510) --
Equity in net income of bank subsidiary........ ... (86,521) (33,609) (25,752)
Equity in net loss of nonbank subsidiaries..... 139 -- -
(Increase) decrease in other assets............ ... (16,444) (1,814 192
Increase (decrease) in short-term and other
liabilities........ccccooveiiiiiiee. ... 8,045 (172) 467
Other, net 493 33,042 6,658
Net cash (used in) provided by operating activities ... (58,607) 15,132 3,764
Cash flows from investing activities:
Net (increase) decrease in investment securities. ... 24,281 12,034 (29,377)

Net increase in loans to related parties......... (428) (730) (705)
Investment in bank subsidiary (57,723) (69,200) (26,039)

Investment in nonbank subsidiaries (4,608) - (1,237)
Net cash used in investing activities.............. ... (38,478) (57,896) (57,358)
Cash flows from financing activities:

Proceeds from issuance of common stock, net of

ISSUANCE COSES...ccevurvrreeririeeeereeen ... 115574 59,331 7,642

Proceeds from borrowings from nonbank subsidiary,

net of COSES...uuviiiiiiieiiiiiec e, - -- 39,864
Net cash provided by financing activities.......... ... 115574 59,331 47,506
Net increase (decrease) in cash.................... ... 18,489 16,567 (6,088)
Cash and cash equivalents at January 1,............ ... 19,063 2,496 8,584
Cash and cash equivalents at December 31,.......... .. $37,552 $19,063 $2,496
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20. UNAUDITED QUARTERLY FINANCIAL DATA

2000 1999
FIRST SECOND THIRD FOURTH FIRST SECOND THIRD FOURTH
QUARTER QUARTER Q UARTER QUARTER QUARTER QUARTER QUARTER QUARTER
(DoL ARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)
Net interest income....... $71,500 $81,898 $ 87,766 $88,684 $41,402 $46,772 $54,389 $62,876
Provision for loan
losses......cccceeenes 12,572 11,058 22,679 8,293 7,968 10,802 21,563 12,074
Noninterest income........ 81,134 34,595 43,058 30,843 5,252 6,458 13,414 33,731
Noninterest expense....... 47,519 49,000 50,024 51,818 25,537 27,797 29,716 42,609
Minority interest......... - - 209 251 - -- - -
Income before income
taxes.....cooeeeeeennes 92,543 56,435 58,330 59,667 13,149 14,631 16,524 41,924
Income tax expense........ 37,888 22,700 23,391 23,928 5,313 5,678 6,015 17,024
Net income................ $54,655 $33,735 $ 34,939 $35,739 $7,836 $8,953 $10,509 $24,900
Basic earnings per
share......ccccceeevns $121 $074 $ 074 $ 074 $019 $ 022 $ 0.26 $ 0.60
Diluted earnings per
share.........cccouu. $ 115 $070 $ 069 $ 070 $ 019 $ 021 $ 0.25 $ 0.57

72



ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

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

The information set forth under the sections titledoposal No. 1 Election of Directors," "Informati on Executive Officers" and "Section 16
(a) Beneficial Ownership Reporting Compliance" eaméd in the definitive proxy statement for the @amy's 2001 Annual Meeting of
Stockholders is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information set forth under the sections titledormation on Executive Officers," "Report ofetfexecutive Committee of the Board on
Executive Compensation," "Table 1--Summary Compémsd able,” "Table 2--Option Grants in Last Fis¥alar," "Table 3--Aggregated
Option Exercises in Last Fiscal Year and FiscalrYfead Option Values," "Termination Arrangementdeturn to Stockholders Performance
Graph," and "Director Compensation” contained mdlefinitive proxy statement for the Company's 28@hual Meeting of Stockholders is
incorporated herein by reference.

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

The information set forth under the sections titl8dcurity Ownership of Directors and Executivei€dfs" and "Security Ownership of
Principal Stockholders" contained in the definitprexy statement for the Company's 2001 Annual Mgetf Stockholders is incorporated
herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information set forth under the section titl€krtain Relationships and Related Transactiongfiéndefinitive proxy statement for the
Company's 2001 Annual Meeting of Stockholders é®iporated herein by reference.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K
(@) 1. and 2.

The consolidated financial statements and suppleanedata contained in Item 8 of this report aledfias part of this report. All schedules
omitted because of the absence of the conditioderuwhich they are required or because the reqirnifedmnation is included in the
consolidated financial statements or related notes.

(@) 3.
Exhibits are listed in the Index to Exhibits bedimnon page 76 of this report.
(B) REPORTS ON FORM 8-K.

1. A report on Form & was filed on June 16, 2000, whereby the Compampanced that the Federal Reserve Bank of San iScanand the
California Department of Financial Institutions kaemoved the memorandum of understanding the Badlbeen under since September
1999.

2. Areport on Form 8-K was filed on June 16, 208Bereby the Company announced financial highlifirtshe two-months ended May 31,
2000.

3. Areport on Form & was filed on July 24, 2000, whereby the Compamycainced financial results for the three and sixtin® ended Jui
30, 2000.

4. On July 25, 2000, the Company filed a reporEorm 8-K to announce its investment in the Nippoadit Bank and partnering of the
Company with the Softbank in connection with theeistment in the Nippon Credit Bank. Also, the Compannounced that SVB Strategic
Investors Fund, L.P., completed its first clos&®4.5 million on June 21, 2000.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

Silicon Valley Bancshares

By: /s/ JOHN C. DEAN

John C. Dean
PRESIDENT AND CHIEF EXECUTIVE OFFICER

Dated: March 16, 2001

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed belptine following persons in the
capacities and on the dates indicated:

SIGNATURE T ITLE DATE
/sl DANIEL J. KELLEHER
Chairman of the Board of Directors March 16, 2001
Daniel J. Kelleher and Director
/sl JOHN C. DEAN President, Chief Executive Officer
and Director March 16, 2001
John C. Dean (Principal Exe cutive Officer)

/sl KENNETH P. WILCOX
Executive Vice P resident and March 16, 2001
Kenneth P. Wilcox Director

/s/ CHRISTOPHER T. LUTES

Chief Financial Officer March 16, 2001
Christopher T. Lutes (Principal Fin ancial Officer)
/s/ DONAL D. DELANEY
Controller March 16, 2001
Donal D. Delaney (Principal Acc ounting Officer)
/sl GARY K. BARR
Director March 16, 2001

Gary K. Barr

/sl JAMES F. BURNS, JR.
Director March 16, 2001

James F. Burns, Jr.

/sl DAVID M. DEWILDE
Director March 16, 2001

David M. deWilde

/sl STEPHEN E. JACKSON
Director March 16, 2001

Stephen E. Jackson

/sl JAMES R. PORTER
Director March 16, 2001

James R. Porter
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(6) Incorporated by reference to Exhibit 10.17¢edhie Company's Quarterly Report on Form 10-QHerduarter ended June 30, 1997.
(7) Incorporated by reference to Exhibit 3.2 to @@mpany's Quarterly Report on Form 10-Q for thartpr ended September 30, 1997.

(8) Incorporated by reference to Exhibits 10.36 4087 to the Company's Annual Report on Form 1f@fKhe fiscal year ended December
31, 1997.

(9) Incorporated by reference to Exhibit 3.1 to @@mpany's Quarterly Report on Form 10-Q for thartar ended March 31, 1998.

(10) Incorporated by reference to Exhibits 4.2, 4.8, 4.7, 4.8, 4.9, 4.10, 4.11, 10.38, and 1@3Be Company's Quarterly Report on Form
10-Q for the quarter ended June 30, 1998.

(11) Incorporated by reference to Exhibits 10.40 40.41 to the Company's Quarterly Report on Fddr@for the quarter ended September
30, 1998.

(12) Incorporated by reference to Exhibits 3.3 40d!3 to the Company's Annual Report on Form 1@#He fiscal year ended December
31, 1998.

(13) Incorporated by reference to Exhibits 3.1a &ddof the Company's Report on Form 8-K filed quriA26, 1999.
(14) Incorporated by reference to Exhibit 10.44ht® Company's Annual Report on Form 10-K for tsedl year ended December 31, 1999.

(15) Incorporated by reference to Exhibits 10.48 40.46 of the Company's Quarterly Report on Fobr@Q1for the quarter ended September
30, 2000.

77



SILICON VALLEY BANCSHARES ANNUAL REPORT ON FORM 10- K
EXHIBIT 21.1--SUBSIDIARIES OF SILICON VALLEY BANCSH ARES

Silicon Valley Bancshares owns outstanding votiegusities or partnership interests of the followaugporations and partnerships, which are
included in Silicon Valley Bancshares' consoliddirdncial statements:

NAME OWNERSH IP INTEREST JURISDICTION OF INCORPORATION
Silicon Valley Bank.............cccc...... 100% California

SVB Leasing Company (inactive)............ 100% California

SVB Capital l........cooeviiiiieiiins 100% Delaware

SVB Strategic Investors, LLC 100% California

SVB Strategic Investors Fund, L.P 11% California

Silicon Valley BancVentures, Inc.......... 100% California

Silicon Valley BancVentures, L.P.......... 11% California

Silicon Valley Bank owns 100.0% of the outstandioging securities of the following corporations,ialihare included in Silicon Valley
Bancshares' consolidated financial statements:

NAME JURISDICTION OF INCORPORATION
SVB Venture Link Operations, InC......cccocoeee. L. California
Silicon Valley BancVenture Link, Inc................ ... California
SVB Securities, INC.....cccoevvvivieiiis California
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EXHIBIT 23.1
CONSENT OF INDEPENDENT AUDITORS

The Board of Directors
Silicon Valley Bancshares:

We consent to incorporation by reference in théstegfion statements (Nos. 333-89641, 33-60467;68857, 33-05489, and 333-39680) on
Forms S-8 and registration statement No. 333-08BilEorm S-3 of Silicon Valley Bancshares of ouroréplated January 17, 2001, relating
to the consolidated balance sheets of Silicon Yalancshares and subsidiaries as of December 80, &@d 1999, and the related
consolidated statements of income, comprehensoanir, changes in stockholders' equity, and cas¥sffor each of the years in the three-
year period ended December 31, 2000, which repmears in the December 31, 2000, annual reporpom E(-K of Silicon Valley
Bancshares.

San Francisco, California
March 14, 2001
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