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SVB FINANCIAL GROUP AND SUBSIDIARIES

INTERIM CONSOLIDATED BALANCE SHEETS

(Unaudited)

(Dollars in thousands, except par value)
September 30,

2005
December 31,

2004
Assets
Cash and due from banks $ 241,263 $ 284,208
Federal funds sold, securities purchased under agreement to resell and other short-term
investments 177,428 343,010
Investment securities 2,155,694 2,074,967
Loans, net of unearned income 2,638,731 2,308,588
Allowance for loan and lease losses (34,863) (37,613)
Loans, net 2,603,868 2,270,975
Premises and equipment, net of accumulated depreciation and amortization 23,148 14,641
Goodwill 35,638 35,639
Accrued interest receivable and other assets 132,027 122,239
Total assets $ 5,369,066 $ 5,145,679

Liabilities, Minority Interest, and Stockholders� Equity
Liabilities:
Deposits:
Noninterest-bearing demand $ 2,696,661 $ 2,649,853
Negotiable order of withdrawal (NOW) 35,650 32,009
Money market 1,264,102 1,206,078
Time 295,726 331,574
Total deposits 4,292,139 4,219,514
Federal funds purchased and securities sold under agreement to repurchase 119,164 �
Contingently convertible debt 147,413 146,740
Junior subordinated debentures 48,818 49,470
Other borrowings 2,396 9,820
Other liabilities 103,973 107,502
Total liabilities 4,713,903 4,533,046

Commitments and contingencies

Minority interest in capital of consolidated affiliates 109,316 70,685

Stockholders� equity:
Preferred stock, $0.001 par value, 20,000,000 shares authorized; no shares issued and
outstanding � �
Common stock, $0.001 par value, 150,000,000 shares authorized; 35,122,829 and 35,970,095
shares outstanding at September 30, 2005 and December 31, 2004, respectively 35 36
Additional paid-in capital 6,028 45,226
Retained earnings 562,067 499,911
Unearned compensation (7,443) (4,512)
Accumulated other comprehensive income (loss) (14,840) 1,287
Total stockholders� equity 545,847 541,948
Total liabilities, minority interest, and stockholders� equity $ 5,369,066 $ 5,145,679

See accompanying notes to interim unaudited consolidated financial statements.
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SVB FINANCIAL GROUP AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

For the three months ended For the nine months ended

(Dollars in thousands, except per share amounts)
September 30,

2005
September 30,

2004
September 30,

2005
September 30,

2004
(As Restated) (As Restated)

Interest income:
Loans $ 57,825 $ 40,692 $ 156,587 $ 111,814
Investment securities:
Taxable 21,976 19,187 64,141 50,259
Non-taxable 872 1,144 2,842 3,895
Federal funds sold, securities purchased under
agreement to resell and other short term
investments 2,284 1,923 7,268 5,613
Total interest income 82,957 62,946 230,838 171,581
Interest expense:
Deposits 3,141 2,138 8,251 6,276
Other borrowings 1,752 762 3,478 2,200
Total interest expense 4,893 2,900 11,729 8,476
Net interest income 78,064 60,046 219,109 163,105
(Recovery of) provision for loan and lease losses 1,427 (1,390) (1,573) (6,920)
Net interest income after (recovery of) provision
for loan and lease losses 76,637 61,436 220,682 170,025

Noninterest income:
Client investment fees 8,700 6,955 23,901 19,622
Letter of credit and standby letter of credit
income 4,429 2,280 9,222 7,294
Corporate finance fees 2,990 3,020 14,739 18,161
Deposit service charges 2,435 3,187 7,317 10,595
Gains (losses) on derivative instruments, net 1,236 2,388 15,377 8,546
Gains (losses) on investment securities, net 1,301 (189) 872 2,035
Other 3,502 3,304 8,438 9,087
Total noninterest income 24,593 20,945 79,866 75,340

Noninterest expense:
Compensation and benefits 37,796 36,461 122,344 110,541
Professional services 6,336 4,967 17,059 13,182
Net occupancy 3,633 4,590 12,506 13,856
Furniture and equipment 3,278 3,067 9,297 9,426
Business development and travel 2,748 2,654 7,540 6,825
Correspondent bank fees 1,429 1,407 4,125 3,931
Data processing services 1,098 735 3,063 2,609
Telephone 894 856 2,844 2,540
Provision for (reduction of) unfunded credit
commitments 1,508 (1,856) 249 526
Other 3,263 5,582 10,096 13,208
Total noninterest expense 61,983 58,463 189,123 176,644

Income before minority interest in net (income)
loss of consolidated affiliates and income tax
expense 39,247 23,918 111,425 68,721
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Minority interest in net (income) loss of
consolidated affiliates (1,281) (2) (468) (550)
Income before income tax expense 37,966 23,916 110,957 68,171
Income tax expense 14,907 8,525 44,066 25,098
Net income $ 23,059 $ 15,391 $ 66,891 $ 43,073

Earnings per common share � basic $ 0.66 $ 0.44 $ 1.90 $ 1.23
Earnings per common share � diluted $ 0.60 $ 0.41 $ 1.73 $ 1.16

See accompanying notes to interim unaudited consolidated financial statements.
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SVB FINANCIAL GROUP AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)

For the three months ended For the nine months ended

(Dollars in thousands)

September
30,

2005

September
30,

2004

September
30,

2005

September
30,

2004
(As Restated) (As Restated)

Net income $ 23,059 $ 15,391 $ 66,891 $ 43,073
Other comprehensive income (loss), net of tax:
Cumulative translation gains (losses):
Translation gains (losses), net of tax (25) � (57) �
Change in unrealized gains (losses) on
available-for-sale investment securities:
Unrealized holding gains (losses), net of tax (12,684) 14,137 (14,881) (2,866)
Reclassification adjustment for gains (losses)
included in net income, net of tax 101 144 (1,189) 854
Other comprehensive income (loss), net of tax (12,608) 14,281 (16,127) (2,012)
Comprehensive income (loss) $ 10,451 $ 29,672 $ 50,764 $ 41,061

See accompanying notes to interim unaudited consolidated financial statements.
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SVB FINANCIAL GROUP AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

For the nine months ended

(Dollars in thousands)
September 30,

2005
September 30

2004
(As Restated)

Cash flows from operating activities:
Net income $ 66,891 $ 43,073
Adjustments to reconcile net income to net cash provided by operating activities:
(Recovery of) provision for loan and lease losses (1,573) (6,920)
(Gains) on investment securities, net (872) (2,035)
Changes in fair values of derivatives 4,612 4,857
Depreciation and amortization 5,958 6,341
Impairment of goodwill � 1,910
Minority interest 468 550
Tax benefits of stock compensation 9,263 6,078
Amortization of stock-based compensation 5,438 1,386
Amortization of deferred warrant-related loan fees (4,796) (3,995)
Deferred income tax expense 435 2,378
Changes in other assets and liabilities:
(Increase) in accrued interest receivable (7,413) (2,689)
(Increase) decrease in accounts receivable 6,722 (9,339)
(Increase) in income tax receivable (2,375) (1,485)
Increase (decrease) in accrued retention, incentive plans, other compensation benefits
payable (9,388) 7,224
Other, net 10,684 15,110
Net cash provided by operating activities 84,054 62,444

Cash flows from investing activities:
Purchases of investment securities (483,321) (1,304,779)
Proceeds from sales of investment securities 355,000 146,809
Proceeds from maturities and pay-downs of investment securities 22,646 648,423
Net (increase) in loans (342,314) (253,392)
Proceeds from recoveries of charged-off loans 9,330 10,414
Purchases of premises and equipment (14,465) (5,814)
Net cash (used by) investing activities (453,124) (758,339)

Cash flows from financing activities:
Net increase in deposits 72,625 370,774
Increase (decrease) in other borrowings, net 111,761 (8,333)
Capital contributions from minority interest participants, net of distributions 38,163 23,445
Proceeds from issuance of common stock 15,655 15,142
Repurchase of common stock (77,661) �
Net cash provided by financing activities 160,543 401,028
Net (decrease) in cash and cash equivalents (208,527) (294,867)
Cash and cash equivalents at beginning of year 627,218 835,313
Cash and cash equivalents at end of period $ 418,691 $ 540,446
Supplemental disclosures:
Cash paid during the period for:
Interest paid $ 11,661 $ 5,517
Income taxes paid $ 36,761 $ 19,973
Noncash items during the period:
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Increase in deferred rent liability and accounts receivable related to landlord non-cash
incentives $ � $ 6,992
Increase in deferred rent liability and deferred rent asset related to rent abatement for lease
of the headquarters property $ � $ 2,288

See accompanying notes to interim unaudited consolidated financial statements.
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SVB FINANCIAL GROUP AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

1.   Nature of Business

SVB Financial Group (formerly known as Silicon Valley Bancshares) (individually referred to as SVB Financial) and its subsidiaries
(collectively, including SVB Financial, referred to as the Company) offer clients financial products and services through five lines of banking
and financial services (see Note 10. Segment Reporting). SVB Financial is a bank holding company and a financial holding company whose
principal subsidiary is Silicon Valley Bank (the Bank), a California chartered bank, founded in 1983. The Company is headquartered in Santa
Clara, California. As of May 31, 2005, the Company changed its name from Silicon Valley Bancshares to SVB Financial Group.

The Bank serves more than 10,000 clients across the country, through its 26 regional offices in the United States, and through two foreign
subsidiaries located in London, England and Bangalore, India. The Bank has 12 offices throughout California and operates regional offices
across the country in Arizona, Colorado, Georgia, Illinois, Massachusetts, Minnesota, New York, North Carolina, Oregon, Pennsylvania, Texas,
Virginia, and Washington. The Bank serves corporate clients in all stages of maturity ranging from emerging-growth companies to established
middle market corporate companies in the technology and life science markets and the premium wine industry. The Company defines
�emerging-growth� clients as companies in the start-up or early stages of their life cycle. These companies tend to be privately-held and backed by
venture capital investors. They generally have few employees, are primarily engaged in research and development, have brought relatively few
products or services to market, and have no or little revenue. By contrast, the Company defines �middle market� clients as companies that tend to
be more mature. These companies may be publicly traded, and more established in the markets in which they participate. Additionally, merger,
acquisition, private placement, and corporate partnering services are provided through the Company�s wholly-owned investment banking
subsidiary, SVB Alliant, whose offices are in California and Massachusetts.

7
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2.  Basis of Presentation

The accompanying unaudited interim consolidated financial statements contain all adjustments (of a normal and recurring nature) that are, in the
opinion of management, necessary to fairly present the financial position, results of operations and cash flows of the Company in accordance
with accounting principles generally accepted in the United States of America (GAAP). Such interim financial statements have been prepared in
accordance with the instructions to Form 10-Q pursuant to the rules and regulations of the Securities and Exchange Commission (SEC). Certain
information and footnote disclosures normally included in financial statements prepared in accordance with GAAP have been condensed or
omitted pursuant to such rules and regulations. The results of operations for the three months and nine months ended September 30, 2005 are not
necessarily indicative of the results for any future periods. These interim consolidated financial statements should be read in conjunction with
the Company�s Amendment No. 1 to its Annual Report on Form 10-K/A for the year ended December 31, 2004 (�2004 Form 10-K/A�).

The consolidated balance sheet at December 31, 2004 has been derived from the audited consolidated financial statements, as restated, at that
date, but does not include all of the information and footnotes required by GAAP for complete financial statements. The accompanying interim
consolidated financial statements have been prepared on a consistent basis with the accounting policies described in Note 2 to the Consolidated
Financial Statements that are presented in the Company�s 2004 Form 10-K/A.

The preparation of interim consolidated financial statements in conformity with GAAP in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, and the disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Prior to fourth quarter of 2004, the Company aggregated its allowance for loan and lease losses and its liability for unfunded credit commitments
and reflected the aggregate allowance in its allowance for loan and lease losses (ALLL) balance. Commencing in the fourth quarter of 2004, the
Company reflected its allowance for loan and lease losses in its ALLL balance and its liability for unfunded credit commitments in other
liabilities. These reclassifications were also made to prior periods� balance sheets to conform to current period�s presentations. Additionally, the
Company reclassified expense related to the ALLL to provision for loan losses and expense related to changes in the liability for unfunded credit
commitments into noninterest expense for all periods presented. Such reclassifications had no effect on our results of operations or stockholders�
equity.

Federal Funds Sold, Securities Purchased under Agreement to Resell and Other Short-Term Investments

Federal funds sold, securities purchased under agreement to resell and other short-term investment securities as reported in the interim
consolidated balance sheets include interest-bearing deposits in other financial institutions of $19.8 million and $11.4 million at September 30,
2005 and December 31, 2004, respectively.

Stock-Based Compensation
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The Company has elected to follow Accounting Principles Board Opinion No. 25, �Accounting for Stock Issued to Employees� (APB No. 25), and
related interpretations, to account for its employee stock options rather than the alternative fair value accounting allowed by Statement of
Financial Accounting Standards (SFAS) No. 123, �Accounting for Stock-Based Compensation,� as amended by SFAS No. 148, �Accounting for
Stock-Based Compensation�Transition and Disclosure.� APB No. 25 provides that the compensation expense relative to the Company�s employee
stock options be measured based on the intrinsic value of the stock option. SFAS No. 123 as amended by SFAS No. 148 requires those
companies that continue to follow APB No. 25 to provide pro forma disclosure of the impact of applying the fair value method of SFAS
No. 123.

The Company accounts for stock issued to non-employees in accordance with the provisions of SFAS No. 123 and Financial Accounting
Standards Board (FASB) Interpretation No. 44, �Accounting for Certain Transactions Involving Stock Compensation.�

The Company records compensation expense for the cost of restricted stock and restricted stock units by amortizing the grant date fair value of
such grants over their vesting period.

Compensation expense related to the Employees Stock Purchase Plan (ESPP), used in determining the pro forma net income and basic and
diluted earnings per share amounts, is calculated in accordance with the provisions of FASB Technical Bulletin No. 97-1, �Accounting under
Statement 123 for certain Employee Stock Purchase Plans with a Look-back Option.�

If compensation cost related to both the Company�s stock option awards to employees and directors and to the Employee Stock Purchase Plan
had been determined under the fair value method prescribed under SFAS No. 123, the Company�s net income, basic earnings per share, and
diluted earnings per share would have been the pro forma amounts shown below for the three months and nine months ended September 30,
2005 and 2004:

8
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For the three months ended
September 30,

For the nine months ended
September 30,

(Dollars in thousands, except per share amounts) 2005 2004 2005 2004
(As Restated) (As Restated)

Net income, as reported $ 23,059 $ 15,391 $ 66,891 $ 43,073
Add:  Stock-based compensation expense, net of
tax reported in net income 1,235 431 3,154 876
Less:  Total stock-based employee compensation
expense determined under fair value based
method, net of tax (5,472) (1,841) (16,381) (16,015)
Net income, pro forma $ 18,822 $ 13,981 $ 53,664 $ 27,934

Earnings per common share � basic:
As reported $ 0.66 $ 0.44 $ 1.90 $ 1.23
Pro forma 0.54 0.40 1.53 0.80
Earnings per common share � diluted:
As reported $ 0.60 $ 0.41 $ 1.73 $ 1.16
Pro forma 0.50 0.39 1.43 0.78

Refer to the Company�s 2004 Form 10-K/A under �Part II. Item 8. Consolidated Financial Statements and Supplementary Data � Note 19 to the
Consolidated Financial Statements � Employee Benefit Plans� for assumptions used in calculating the pro forma amounts above.

Recent Accounting Pronouncements

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

Recent Accounting Pronouncements 18



In December 2004, the FASB issued SFAS No. 123, revised 2004, �Share-Based Payment� (SFAS No. 123(R)) which is a revision of SFAS
No. 123 and supersedes APB No. 25.  SFAS No. 123(R) requires the Company to measure the cost of employee services received in exchange
for an award of equity instruments using a fair value method, and record such expense in the Company�s consolidated financial statements for
interim or annual reporting periods beginning after June 15, 2005. On April 14, 2005, the U.S. Securities and Exchange Commission (the SEC)
provided issuers with an election to defer the adoption date of SFAS No. 123(R) from the first interim or annual reporting period beginning after
June 15, 2005 to the first annual reporting period beginning after June 15, 2005. The Company elected to defer the effective date of SFAS
No. 123(R) until fiscal 2006.

The adoption of SFAS No. 123(R) will require additional accounting related to the income tax effects and additional disclosure regarding the
cash flow effects resulting from share-based payment arrangements. The adoption of SFAS No. 123(R)  will have a material impact on the
Company�s consolidated results of operations, financial position, and statement of cash flows as such expense will then be reported in its
consolidated financial statements rather than on a pro forma basis in the notes to the consolidated financial statements. The Company expects
that the pro forma expense calculated under SFAS No. 123 (above) will approximate the expense to be recognized under SFAS No. 123(R).

In May 2005, the FASB issued SFAS No. 154, �Accounting Changes and Error Corrections� (�SFAS No. 154�), which replaces APB No. 20
�Accounting Changes� and SFAS No. 3 �Reporting Accounting Changes in Interim Financial Statements.� SFAS No. 154 also changes the
requirements for the accounting for and reporting of a change in accounting principle, and applies to all voluntary changes in accounting
principles, as well as changes required by an accounting pronouncement in the unusual instance it does not include specific transition provisions.
Specifically, SFAS No. 154 requires retrospective application to prior periods� financial statements, unless it is impracticable to determine the
period-specific effects or the cumulative effect of the change. SFAS No. 154 is effective for the Company beginning January 1, 2006. The
Company does not expect the adoption of SFAS No. 154 to have a material impact on its results of operations or financial condition.
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3.   Restatement of Financial Statements
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As described in the Company�s 2004 Form 10-K/A and its Amendment No. 1 on Form 10-Q/A for the three months ended March 31, 2005 (�Q1
Form 10-Q/A�), both of which were filed with the SEC prior to the filing of this report on Form 10-Q, the Company has restated its interim
consolidated financial statements as of and for the three-month period ended March 31, 2005, the consolidated annual financial statements for
the years 2004, 2003 and 2002, interim consolidated financial information for each of the quarters within fiscal 2004 and 2003, and selected
financial data for fiscal years 2004, 2003, 2002, 2001 and 2000, for purposes of correcting misapplications of GAAP (the �Restatement�).  This
note should be read in conjunction with Note 3, �Restatement of Financial Statements� in the Notes to the Company�s consolidated financial
statements included in Item 8, Consolidated Financial Statements and Supplementary Data of the 2004 Form 10-K/A, which provides further
information on the nature and impact of the Restatement.

The primary restatement adjustments recorded due to the misapplication of GAAP are described below

Derivative equity warrant assets with net share settlement provisions were not accounted for as derivatives in accordance with the provisions of
Statement of Financial Accounting Standards (SFAS) No. 133, �Accounting for Derivative Instruments And Hedging Activities,� as amended
(SFAS No 133).

Derivative equity warrant assets with net share settlement provisions were not accounted for as derivatives in accordance with the provisions of
SFAS No. 133, as amended.  This misapplication of GAAP resulted in a change to the Company�s interest income, provision for loan and lease
losses, noninterest income and net income for the years ended December 31, 2004, 2003 and 2002 and for all quarterly periods during the years
ended December 31, 2004 and 2003.  The total impact, including all adjustments, increased (decreased) income before income tax expense by
$(1.2) million, $6.1 million and $5.0 million for the years ended December 31, 2004, 2003 and 2002, respectively.

The Company often obtains derivative equity warrant assets to purchase an interest in a client�s stock in connection with providing credit
facilities and, less frequently, for providing other services.  In general, the derivative equity warrant assets that it holds entitle the Company to
buy a specific number of shares of stock at a specific price over a specific time period.  Certain warrants obtained by the Company include
contingent provisions, which set the underlying number of shares or strike price based upon certain future events.  For example, the number of
shares exercisable for some warrants is contingent upon the related lending facility, such as the extent of utilization of the facility, including
draw frequency or amount.  Or, in some cases, the underlying strike price of some warrants may be contingent upon resolution of an event such
as the share price of a subsequent future round of equity financing of the issuer.

Previously, the Company recorded these equity warrant assets on its balance sheet at a nominal value until the date they became marketable, the
date of expiration, or the date the issuer was acquired or completed an initial public offering.  However, the Company determined that its
accounting treatment of equity warrant assets in its private and public client companies should conform to a 2001 interpretation of SFAS No.
133 as amended.  In April 2001, the FASB issued Statement 133 Derivative Implementation Group Issue No. A17, �Contracts That Provide for
Net Share Settlement,� as revised (DIG A17), which was effective with the first financial quarter, after the cleared guidance was posted to the
FASB website and remains effective for all subsequent periods.

As a result, the Company�s accounting for equity warrant assets with net share settlement provisions has been revised beginning as of the third
quarter of 2001. The net share settlement provision contained in each of the Company�s warrant agreements allows it to realize value without a
capital investment.  Under such a provision, the client company delivers to the Company, upon its exercise of the warrant, the amount of shares
with a current fair value equal to the net gain of the warrant agreement (sometimes described as a �cashless� exercise).  Because the Company�s
warrant agreements contain such net share settlement provisions, its warrants are required to be accounted for as derivative instruments under
SFAS No. 133, as amended.
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Under the revised accounting treatment, equity warrant assets in the Company�s private and public client companies, which include net share
settlement provisions are recorded at fair value and are classified as derivative assets, a component of other assets on the Company�s balance
sheet at the time they are obtained. The grant date fair values of these equity warrant assets are deemed to be loan fees and, �Accounting For
NonRefundable Fees and Costs Associated with Originating or Acquiring Loans and Indirect Costs of Leases� (SFAS No. 91) as such, are
required to be recognized as an adjustment of loan yield through interest income, as prescribed by SFAS No. 91.  Similar to other loan fees, the
yield adjustment related to the grant date fair value of equity warrant assets, received directly in connection with the issuance of a credit facility,
is recognized over the life of the related credit facility in interest income.  Any changes in value of the warrant derivative assets subsequent to
the grant date fair value are recognized in gains (losses) on derivative instruments, net in the Company�s consolidated statements of income.  If
the warrant is in the money, the Company exercises these equity warrants for shares when a portfolio company completes an initial public
offering on a publicly reported market or is acquired by a publicly traded company.  On the date a warrant is exercised and exchanged for equity
securities, it is marked to market as a derivative asset with the resulting change in value recognized in gains (losses) on derivative instruments,
net, in noninterest income, a component of consolidated net income.  As of the exercise date, the basis or value in the equity securities is
reclassified from Other Assets to the Investment Securities line item on the balance sheet.  The equity securities are classified as
available-for-sale securities under SFAS No. 115 �Accounting for Certain Investments in Debt and Equity Instruments� (SFAS No. 115).  In
accordance with the provisions of SFAS No. 115, changes in fair value of securities designated as available for sale are excluded from net
income and reported in accumulated other comprehensive income after applicable taxes, which is a separate component of stockholders� equity.
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The initial implementation of the 2001 interpretation of SFAS No. 133, as amended, caused us to recognize the fair value of the equity warrant
assets on the Company�s consolidated balance sheet as of the beginning of the third quarter of 2001.  The Company recorded as unearned
loan fees the estimated grant date fair value of the equity warrant assets that, as of July 1, 2001, would not yet have
been amortized to interest income had this accounting policy been in place since the equity warrant assets were first
received. The unearned loan fees recorded as of July 1, 2001 were amortized, as a loan yield adjustment, over the
remaining life of the related credit facilities.  In accordance with the implementation provisions of SFAS No. 133 as
amended, the fair value of the equity warrant asset portfolio, less the amount recorded as unearned loan fees at July 1,
2001, is reported as a cumulative effect of a change in accounting principle.

Initial non-refundable corporate finance fees were not reported in accordance with the provisions of Staff Accounting Bulleting No. 104,
�Revenue Recognition� (SAB No. 104).

Initial non-refundable corporate finance fees were not reported in accordance with the provisions of SAB No. 104. This misapplication of GAAP
resulted in a change to the Company�s consolidated noninterest income and net income for the years ended December 31, 2004, 2003 and
2002.

The Company is engaged by clients to provide merger and acquisition advisory services. The income from these engagements is typically
comprised of an initial non-refundable fee due upon execution of the engagement letter and a contingent fee due upon a merger or acquisition
event, if any. The engagement letters generally do not include a termination date. Corporate finance fees on mergers and acquisitions advisory
services, a component of noninterest income, have been restated to defer the recognition of the initial upfront non-refundable retainer until the
completion of all contractual obligations pursuant to the terms of the engagement letters or upon receipt or notification of an engagement
termination letter.  Therefore, the change in accounting resulted in a net increase (decrease) in corporate finance fees of $0.1 million, $(0.9)
million and $(1.2) million for the years ended December 31, 2004, 2003 and 2002, respectively, and a corresponding change in deferred revenue
for the same periods, which has been or will be recognized in future periods.
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Non-refundable loan fees and costs associated with our lending products and fees associated with letters of credit were not reported in
accordance with the provisions of SFAS No. 91.

Non-refundable loan fees and costs associated with the Company�s lending products were not reported in accordance with the provisions of
SFAS No. 91.  This misapplication of GAAP resulted in a change to its interest income and net income for the years ended December 31, 2004,
2003 and 2002.

Through the Company�s lending products and services, it extends loans and other credit facilities to its commercial clients, most often secured by
the assets of its clients. The Company often obtains loan fees and incurs capitalizable costs in relation to the extension of these credit facilities to
its clients. Net loan fee income, a component of interest income, has been restated to revise revenue recognition in accordance with the
appropriate straight-line or interest method, as prescribed by SFAS No. 91. In addition, the Company inappropriately recognized non-refundable
loan fees it receives for factoring loans immediately rather than deferring and amortizing fees over the term of the facility granted. In addition,
the Company reclassified certain letters of credit fee income from loan interest income to noninterest income, as the probability of the
commitment being exercised was deemed to be remote. The Company did not properly defer direct loan origination costs associated with
originating certain loan products.  Therefore, the Company restated its recognition of net loan fee income by reducing loan interest income by
$2.5 million, $4.7 million and $3.0 million for the years ended December 31, 2004, 2003 and 2002, respectively.  These amounts
were deferred and are recognized into income using the appropriate loan fee recognition methodology over the lives of
the corresponding loans. In addition, we reclassified certain letters of credit fee income of $7.6 million, $7.0 million
and $8.4 million for the years ended December 31, 2004, 2003 and 2002, respectively, from loan interest income to
non-interest income, as the probability of the commitment being exercised was deemed to be remote.

Certain investment securities that were readily convertible to known amounts of cash and present insignificant risk of changes in value with
original or purchased maturity dates of 90 days or less, were not reported as cash equivalents in accordance with the provisions of SFAS No.
95, Statement of Cash Flows (SFAS No. 95).

Certain investment securities that were readily convertible to known amounts of cash and present insignificant risk of changes in value with
original or purchased maturity dates of 90 days or less, were not reported as cash equivalents in accordance with the provisions of SFAS No. 95.
This reclassification did not result in any change to the Company�s revenue or net income for the years ended December 31, 2004, 2003 and 2002
or for any quarterly period during the years ended December 31, 2004 and 2003.

A reclassification has been made to the Company�s consolidated balance sheets of money market mutual fund investments and commercial paper
investments from Investment securities to the Federal funds sold, securities purchased under agreement to resell and other short-term investment
securities line item. These investment securities were deemed to meet the definition of cash equivalents as they are readily convertible to known
amounts of cash and present insignificant risk of changes in value with original or purchased maturity dates of 90 days or less. Cash equivalents
are required to be reflected separately from investment securities pursuant to SFAS No. 95.  Therefore, the Company reclassified these
investment securities to Federal funds sold, securities purchased under agreement to resell and other short-term investment securities in the
amounts of $181.3 million and $40.3 million as of December 31, 2004 and 2003, respectively.

Current federal income taxes receivable and current federal income taxes payable were not reflected net on the Company�s balances sheets in
accordance with the provisions of FASB Interpretation No. 39, Offsetting of Amounts Related to Certain Contracts (FIN No. 39).

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

Recent Accounting Pronouncements 24



Current federal income taxes receivable and current federal income taxes payable were not reflected net on the Company�s balance sheets. This
misapplication of GAAP resulted in a change to the Company�s Other assets and Other liabilities as of December 31, 2004 and 2003. Current
federal income taxes receivable and current federal income taxes payable should be netted as the Company has the legal right of offset, as
defined by FIN No. 39. Therefore, Other assets and Other liabilities have been restated to reflect the net current federal income taxes receivable
or net current federal income taxes payable at each of these period ends. This correction of the accounting resulted in a decrease to both Other
assets and Other liabilities of $22.5 million and $24.6 million as of December 31, 2004 and 2003, respectively.

Impact of the Restatement of Financial Statements.

The cumulative impact of the restatement, including all adjustments, increased the Company�s opening retained earnings by $11.7 million at
January 1, 2002.  Net income for 2003 and 2002 increased by, $1.1 million and $1.1 million, respectively, and decreased in 2004 by $1.5
million.

The Company also recorded various other adjusting entries as part of the Restatement.

The impact of the restatement on the Company�s interim consolidated balance sheet, statements of income, comprehensive income and
condensed cash flows is shown in the accompanying tables.
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SVB FINANCIAL GROUP AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENT OF INCOME

(Unaudited)

Three Months Ended September 30, 2004
As Previously

(Dollars in thousands, except per share amounts) Reported Adjustments As Restated
Interest Income:
Loans $ 41,639 (947) $ 40,692
Investment securities:
Taxable 19,763 (576) 19,187
Non-Taxable 1,144 � 1,144
Federal funds sold, securities purchased under agreement to
resell and other short-term investments 1,347 576 1,923
Total interest income 63,893 (947) 62,946

Interest expense
Deposits 2,138 � 2,138
Other borrowings 762 � 762
Total interest expense 2,900 � 2,900

Net interest income 60,993 (947) 60,046
(Recovery of) provision for loan and lease losses (1,395) 5 (1,390)
Net interest income after (recovery of) provision for loan and
lease losses 62,388 (952) 61,436

Noninterest income:
Client investment fees 6,955 � 6,955
Corporate finance fees 3,197 (177) 3,020
Letter of credit and standby letter of credit income 3,874 (1,594) 2,280
Deposit service charges 3,187 � 3,187
Income from client warrants 1,152 (1,152) 0
Gains (losses) on derivative instruments, net � 2,388 2,388
Gains (losses) on investment securities, net 133 (322) (189)
Other 3,304 3,304
Total noninterest income 21,802 (857) 20,945

Noninterest expense:
Compensation and benefits 36,926 (465) 36,461
Net occupancy 4,512 78 4,590
Professional services 4,967 � 4,967
Furniture and equipment 3,067 � 3,067
Business development and travel 2,654 � 2,654
Correspondent bank fees 1,407 � 1,407
Data processing services 735 � 735
Telephone 856 � 856
Provision for (reduction of) unfunded credit commitments (1,856) � (1,856)
Other 5,582 � 5,582
Total noninterest expense 58,850 (387) 58,463
Income before minority interest in net (income) losses of
consolidated affiliates and income tax expense 25,340 (1,422) 23,918
Minority interest in net (income) losses of consolidated affiliates (2) � (2)
Income (loss) before income tax expense 25,338 (1,422) 23,916
Income tax expense (benefit) 9,235 (710) 8,525
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Net income $ 16,103 (712) $ 15,391

Earnings per common share-basic $ 0.46 $ (0.02) $ 0.44
Earnings per common share-diluted $ 0.43 $ (0.02) $ 0.41
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SVB FINANCIAL GROUP AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENT OF INCOME

(Unaudited)

For the Nine Months ended September 30,
2004

(Dollars in thousands, except per share amounts)
As Previously

Reported Adjustments As Restated
Interest Income:
Loans $ 115,551 $ (3,737) $ 111,814
Investment securities:
Taxable 51,775 (1,516) 50,259
Non-Taxable 3,895 � 3,895
Federal funds sold, securities purchased under agreement to resell and
other short-term investment securities 4,097 1,516 5,613
Total interest income 175,318 (3,737) 171,581

Interest expense
Deposits 6,276 � 6,276
Other borrowings 2,200 � 2,200
Total interest expense 8,476 � 8,476

Net interest income 166,842 (3,737) 163,105
(Recovery of) provision for loan and lease losses (5,274) (1,646) (6,920)
Net interest income after (recovery of) provision for loan and lease
losses 172,116 (2,091) 170,025

Noninterest income:
Client investment fees 19,622 � 19,622
Corporate finance fees 18,181 (20) 18,161
Letter of credit and standby letter of credit income 11,408 (4,114) 7,294
Deposit service charges 10,595 � 10,595
Income from client warrants 7,370 (7,370) �
Gains (losses) on derivative instruments, net � 8,546 8,546
Gains (losses) on investment securities, net 1,933 102 2,035
Other 9,087 � 9,087
Total noninterest income 78,196 (2,856) 75,340

Noninterest expense:
Compensation and benefits 112,182 (1,641) 110,541
Net occupancy 13,622 234 13,856
Professional services 13,182 � 13,182
Furniture and equipment 9,426 � 9,426
Business development and travel 6,825 � 6,825
Correspondent bank fees 3,931 � 3,931
Data processing services 2,609 � 2,609
Telephone 2,540 � 2,540
Provision for (reduction of) unfunded credit commitments (719) 1,245 526
Other 13,208 � 13,208
Total noninterest expense 176,806 (162) 176,644
Income before minority interest in net (income) losses of consolidated
affiliates and income tax expense 73,506 (4,785) 68,721
Minority interest in net (income) losses of consolidated affiliates (550) � (550)
Income (loss) before income tax expense 72,956 (4,785) 68,171
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Income tax expense (benefit) 27,135 (2,037) 25,098
Net income $ 45,821 $ (2,748) $ 43,073

Earnings per common share-basic $ 1.31 $ (0.08) $ 1.23
Earnings per common share-diluted $ 1.24 $ (0.08) $ 1.16
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SVB FINANCIAL GROUP AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)

For the Three Months ended September
30, 2004

(Dollars in thousands)

As
Previously
Reported Adjustments As Restated

Net income $ 16,103 $ (712) $ 15,391
Other comprehensive income (loss), net of tax:
Change in unrealized gains (losses) on available-for-sale investment
securities:
Unrealized holding gains (losses), net of tax 16,591 (2,454) 14,137
Reclassification adjustment for gains (losses) included in net income,
net of tax (677) 821 144
Other comprehensive income (loss), net of tax 15,914 (1,633) 14,281
Comprehensive income (loss) $ 32,017 $ (2,345) $ 29,672

For the Nine Months ended September
30, 2004

(Dollars in thousands)

As
Previously
Reported Adjustments As Restated

Net income $ 45,821 $ (2,748) $ 43,073
Other comprehensive income (loss), net of tax:
Change in unrealized gains (losses) on available-for-sale investment
securities:
Unrealized holding gains (losses), net of tax (1,345) (1,521) (2,866)
Reclassification adjustment for gains (losses) included in net income,
net of tax (4,910) 5,764 854
Other comprehensive income (loss), net of tax (6,255) 4,243 (2,012)
Comprehensive income (loss) $ 39,566 $ 1,495 $ 41,061
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SVB FINANCIAL GROUP AND SUBSIDIARIES

INTERIM CONDENSED STATEMENT OF CASH FLOW

(Unaudited)

For the Nine Months ended September 30,
2004

(Dollars in thousands)

As
Previously
Reported Adjustments As Restated

Cash flows from operating activities:
Net cash (used) provided by operating activities 51,329 11,115 62,444
Cash flows from investing activities:
Net cash (used) provided by investing activities (807,796) 49,457 (758,339)
Cash flows from financing activities:
Net cash (used) provided by financing activities 410,901 (9,873) 401,028
Foreign exchange effect on cash and cash equivalents � � �
Net increase (decrease) in cash and cash equivalents (345,566) 50,699 (294,867)
Cash and cash equivalents at beginning of period 794,996 40,317 835,313
Cash and cash equivalents at end of period $ 449,430 $ 91,016 $ 540,446

Supplemental disclosures:
Cash paid during the period for:
Interest paid $ 5,517 $ � $ 5,517
Income taxes paid $ 19,973 $ � $ 19,973
Noncash items during the period:
Increase in deferred rent liability and accounts receivable related to
landlord non-cash incentives $ � $ 6,992 $ 6,992
Increase in deferred rent liability and deferred rent asset related to
rent abatement for lease of the headquarters property $ � $ 2,288 $ 2,288
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4.  Earnings Per Share (EPS)

The following is a reconciliation of basic EPS to diluted EPS for the three months and nine months ended September 30, 2005 and
September 30, 2004.

For the three months ended
September 30, 2005

For the nine months ended
September 30, 2004

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

Net
Income

Weighted
Average
Shares

Per Share
Amount

Net
Income

Weighted
Average
Shares

Per Share
Amount

2005:
Basic EPS:
Income available to common
stockholders $ 23,059 34,838 $ 0.66 $ 66,891 35,179 $ 1.90
Effect of dilutive securities:
Stock options, restricted stock
and convertible debt � 3,617 � 3,390

Diluted EPS:
Income available to common
stockholders and assumed
conversions $ 23,059 38,455 $ 0.60 $ 66,891 38,569 $ 1.73

2004: (As Restated)
Basic EPS:
Income available to common
stockholders $ 15,391 35,303 $ 0.44 $ 43,073 35,079 $ 1.23
Effect of dilutive securities:
Stock options, restricted stock
and convertible debt � 2,221 � 2,058

Diluted EPS:
Income available to common
stockholders and assumed
conversions $ 15,391 37,524 $ 0.41 $ 43,073 37,137 $ 1.16

In September 2004, the EITF reached final consensus on EITF Issue No. 04-8, �The Effect of Contingently Convertible Instruments on Diluted
Earnings per Share,� requiring that contingently convertible securities should be treated as convertible securities and included in the calculation of
diluted earnings per common share.  The diluted earnings per common share for the three and nine months ended September 30, 2005 and 2004,
have been restated to reflect the December 31, 2004 adoption of EITF Issue 04-8.  The potentially dilutive effect of
the contingently convertible debt using the treasury stock method was 1,242,237 shares as of September 30, 2005. 
The Company included the dilutive effect of the $150.0 million zero-coupon, convertible subordinated notes due
June 15, 2008 in its fully diluted earnings per share (EPS) calculation using the treasury stock method, in accordance
with the provisions of Emerging Issue Task Force (EITF) issue No. 90-19, �Convertible Bonds With Issuer Option to
Settle in Cash Upon Conversion� and Statement of Financial Accounting Standard (SFAS) No. 128, �Earnings Per
Share.�  However, the exposure draft of SFAS No. 128R, if adopted in its proposed form, will require the Company to
change its accounting for the calculation of EPS on its contingently convertible debt to the �if converted method.�  The
�if converted� treatment of the contingently convertible debt would have decreased EPS by $0.13 per diluted common
share, or 7.7 percent for the three and nine months ended September 30, 2005.
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5.  Investment Securities

The detailed composition of the Company�s investment securities is presented as follows:

(Dollars in thousands)
September 30,

2005
December 31,

2004

Available-for-sale securities, at fair value $ 1,953,712 $ 1,926,685
Marketable securities (investment company fair value accounting) 9 480
Non-marketable securities (investment company fair value accounting):
Venture capital fund investments(1) 71,959 52,547
Other private equity investments(2) 24,836 15,720
Other investments(3) 30,411 11,247
Non-marketable securities (equity method accounting):
Other investments (4) 4,126 2,388
Low income housing tax credit funds 12,279 14,070
Non-marketable securities (cost method accounting):
Fund investments 28,291 27,409
Federal Home Loan Bank stock (5) 17,948 12,798
Federal Reserve Bank stock (5) 8,220 7,967
Other private equity investments 3,903 3,656
Total investment securities $ 2,155,694 $ 2,074,967

(1)  Includes $54.8 million and $45.3 million related to SVB Strategic Investors Fund, LP at September 30, 2005
and December 31, 2004, respectively. The Company has a controlling ownership interest of 12.6% and 11.1% in the
fund at September 30, 2005 and December 31, 2004, respectively. Also includes $17.1 million and $7.3 million
related to SVB Strategic Investors Fund II, LP, at September 30, 2005 and December 31, 2004, respectively. The
Company has a controlling interest of 8.6% and 14.4% in the fund at September 30, 2005 and December 31, 2004.

(2)  Includes $23.8 million and $15.7 million related to Silicon Valley BancVentures, LP at September 30, 2005
and December 31, 2004, respectively. The Company has a controlling ownership interest of 10.7% in the fund for
both the periods ended at September 30, 2005 and December 31, 2004. Also includes $1.0 million related to Partners
for Growth, LP as of September 30, 2005, which the Company has a majority ownership interest of 50.0% in the fund.

(3)  Includes $26.5 million and $9.0 million related to Partners For Growth, LP at September 30, 2005 and
December 31, 2004, respectively. The Company has a majority ownership interest of slightly above 50.0% and 53.2%
in the fund at September 30, 2005 and December 31, 2004 respectively. It also included $3.9 million and $2.3 million
related to Gold Hill Venture Lending 03, LP, as of September 30, 2005 and December 31, 2004, respectively.  The
Company has a direct ownership interest of 4.8% in the fund for both periods ended September 30, 2005 and
December 31, 2004.

(4)  Includes $4.1 million and $2.4 million related to Gold Hill Venture Lending Partners 03, LLC, the general
partners of Gold Hill Venture Lending 03, LP, as of September 30, 2005. The Company has a majority interest of
90.7% in Gold Hill Venture Lending Partners 03, LLC. Gold Hill Venture Lending Partners 03, LLC has an
ownership interest of 5.0% in the fund for both periods ended September 30, 2005 and December 31, 2004.
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(5)  Federal Home Loan Bank (FHLB) and Federal Reserve Bank (FRB) stock are restricted, as the Company is
required to hold shares of FHLB and FRB stock under Silicon Valley Bank�s borrowing agreement.
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The following table presents the components of gains and losses on investment securities, for the three months and nine months ended
September 30, 2005 and September 30, 2004.

For the three months ended For the nine months ended

(Dollars in thousands)
September 30,

2005
September 30,

2004
September 30,

2005
September 30,

2004
(As Restated) (As Restated)

Gross gains on investment securities:
Available-for-sale securities, at fair value $ 173 $ 417 $ 173 $ 1,533
Marketable securities (investment company fair
value accounting) 1,602 159 1,602 159
Non-marketable securities (investment company
fair value accounting):
Venture capital fund investments 2,219 1,594 7,121 4,235
Other private equity investments 6 422 973 2,523
Non-marketable securities (cost method
accounting):
Venture capital fund investments 289 85 816 204
Other private equity investments � � 171 888
Total gross gains on investment securities 4,289 2,677 10,856 9,542
Gross losses on investment securities:
Available-for-sale securities, at fair value 0 (172) (2,274) (160)
Marketable securities (investment company
accounting) � (207) 0 (207)
Non-marketable securities (investment company
fair value accounting):
Venture capital fund investments (1,450) (1,005) (2,903) (3,194)
Other private equity investments (479) (573) (530) (1,935)
Other investments (425) (286) (425) (286)
Non-marketable securities (cost method
accounting):
Venture capital fund investments (634) (378) (3,379) (1,315)
Other private equity investments � (245) (473) (410)
Total gross losses on investment securities (2,988) (2,866) (9,984) (7,507)
Net gains (losses) on investment securities $ 1,301 $ (189) $ 872 $ 2,035
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6.   Loans and Allowance for Loan and Lease Losses

The detailed composition of loans, net of unearned income of $20.0 million and $18.4 million for the periods ended September 30 2005 and
December 31, 2004, respectively, is presented in the following table:

(Dollars in thousands)
September 30,

2005
December 31,

2004

Commercial loans $ 2,220,752 $ 1,927,271

Vineyard development 97,475 80,960
Commercial real estate 20,247 18,562
Total real estate construction 117,722 99,522

Real estate term � consumer 35,942 27,124
Real estate term � commercial 10,656 16,720
Total real estate term 46,598 43,844

Consumer and other 253,659 237,951
Total loans, net of unearned income $ 2,638,731 $ 2,308,588

The activity in the allowance for loan and lease losses for the three months and nine months ended September 30, 2005 and September 30, 2004
was as follows:

Three months ended September 30,
Nine months ended

September 30,
(Dollars in thousands) 2005 2004 2005 2004

(As Restated) (As Restated)
Beginning balance $ 36,372 $ 44,880 $ 37,613 $ 49,862
(Recovery of) provision for  loan and lease
losses 1,427 (1,390) (1,573) (6,920)
Loans charged off (4,437) (3,205) (10,507) (9,920)
Recoveries 1,501 3,151 9,330 10,414
Ending balance $ 34,863 $ 43,436 $ 34,863 $ 43,436

The aggregate recorded investment in loans for which impairment has been determined in accordance with SFAS No. 114 totaled $13.5 million
and $15.0 million at September 30, 2005 and September 30, 2004, respectively. Allocations of the allowance for loan and lease losses specific to
impaired loans totaled $1.4 million at September 30, 2005, and $4.5 million at September 30, 2004. Average impaired loans for the third quarter
of 2005 and 2004 totaled $14.5 million and $13.6 million, respectively.

7.  Borrowings

The following table represents the outstanding borrowings at September 30, 2005 and December 31, 2004:
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(Dollars in thousands) Maturity
September 30,

2005
December 31,

2004

0% Short-term borrowings(1) September 28, 2005 $ � $ 9,120
Other borrowings Overdraft 606 �
Revolving line of credit � venture debt fund Due on Demand 1,790 700
Total other borrowings $ 2,396 $ 9,820

Federal funds purchased and securities sold under
agreement to repurchase Less than One Month $ 119,164 $ �
Contingently convertible debt June 15, 2008 147,413 146,740
Junior subordinated debentures October 15, 2033 48,818 49,470

(1)  Relates to the acquisition of SVB Alliant (Alliant Partners) in 2001 and were payable to the former owners,
who were employed by the Company.  These notes were retired according to their terms during third quarter 2005.

Interest expense related to other borrowings was $1.8 million and $0.8 million for the three months ended September 30, 2005 and 2004, and
$3.5 million and $2.2 million for the nine months ended September 30, 2005 and 2004, respectively. The weighted average
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interest rates associated with the Company�s borrowings outstanding for the three and nine months ended September 30, 2005 were 2.35% and
1.94%, respectively.

Contingently Convertible Debt
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On May 20, 2003, the Company issued $150.0 million of zero-coupon, convertible subordinated notes at face value, due June 15, 2008, to
qualified institutional buyers pursuant to Rule 144A under the Securities Act and outside the United States to non-US persons pursuant to
Regulation S under the Securities Act. The notes are convertible into the Company�s common stock at a conversion price of $33.6277 per share
and are subordinated to all present and future senior debt of the Company. Holders of the notes may convert their notes only if: (i) the price of
the Company�s common stock issuable upon conversion of a note reaches a specified threshold, (ii) specified corporate transactions occur, or
(iii) the trading price for the notes falls below certain thresholds. At the initial conversion price, each $1,000 principal amount of notes will be
convertible into approximately 29.7374 shares of the Company�s common stock. This represents 4,460,610 shares of the Company�s common
stock. On August 14, 2003, the Company filed a shelf registration statement with the SEC, with respect to the resale of the notes and the
common stock issuable upon the conversion of the notes. The fair value of the convertible debt at September 30, 2005 was $213.0 million, based
on quoted market prices. The Company intends to settle the principal amount of $150.0 million (accreted value) in cash. Based on the terms of
the notes, if, at any time before June 15, 2007, the per share stock price on the last trading day of the immediately preceding fiscal quarter was
110% or more of the then current conversion price, the notes would become convertible. The per share closing price of $48.64 of the Company�s
common stock on September 30, 2005, the last trading day of third quarter of 2005, was 110% or more than the then current conversion price of
$33.6277. Accordingly, during the third quarter of 2005, our note holders held the right, at their option, to convert their notes, in whole or in
part, into shares of the Company�s common stock, subject to certain limitations, at the conversion price of $33.6277. The Company received
conversion notice relating to the notes in an aggregate principal amount of $12,000 during the third quarter of 2005.

Concurrent with the issuance of the convertible notes, the Company entered into a convertible note hedge at a cost of $39.3 million and a
warrant transaction providing proceeds of $17.4 million with respect to its common stock, with the objective of decreasing its exposure to
potential dilution from conversion of the notes (see Note 8. Derivative Financial Instruments - Accounting for Derivative Financial Instruments
Indexed to, and Potentially Settled in, a Company�s Own Stock).

7.0% Junior Subordinated Debentures

On October 30, 2003, the Company issued $51.5 million in 7.0% junior subordinated debentures to a special-purpose trust, SVB Capital II. The
Company�s distributions to SVB Capital II are cumulative and are payable quarterly at a fixed rate of 7.0% per annum of the face value of the
junior subordinated debentures. The junior subordinated debentures are mandatorily redeemable upon the maturity of the debentures on
October 15, 2033, or to the extent the Company redeems any debentures earlier. The Company may redeem the debentures prior to maturity in
whole or in part, at its option, at any time on or after October 30, 2008. In addition, the Company may redeem the debentures, in whole but not
in part, prior to October 30, 2008 upon the occurrence of certain events. Issuance costs of $2.2 million related to the junior subordinated
debentures were deferred and are being amortized over the period until mandatory redemption of the debentures in October 2033. Also see Note
8. Derivative Financial Instruments below. The fair value of the 7.0% junior subordinated debentures was estimated to be $51.9 million as of
September 30, 2005 and $50.2 million as of December 31, 2004.  The Company has guaranteed the trust preferred securities issued by SVB
Capital II.

Available Lines of Credit
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As of September 30, 2005, the Company had available $410.0 million in federal funds and lines of credit, all of which were unused. In addition
to the available federal funds lines the Company has reverse repurchase agreement lines available with multiple securities dealers. Reverse
repurchase lines allow the Company to finance short term borrowings using various fixed income securities as collateral. At September 30,
2005, the Company borrowed $119.2 million against its reverse repurchase lines.
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8.  Derivative Financial Instruments

The Company designates a derivative as held for hedging purposes or as non-hedging when it enters into a derivative contract. The designation
may change based upon management�s reassessment or changing circumstances. Derivative instruments that the Company obtains or uses include
interest rate swaps, forward contracts, options and warrants.  A swap agreement is a contract between two parties to exchange cash flows based
on specified underlying notional amounts, assets and/or indices. Forward settlement contracts are agreements to buy or sell a quantity of a
financial instrument, index, currency or commodity at a predetermined future date, and rate or price. An option or warrant contract is an
agreement that conveys to the purchaser the right, but not the obligation, to buy or sell a quantity of a financial instrument (including another
derivative financial instrument), index, currency or commodity at a predetermined rate or price during a period or at a time in the future. Option
or warrant agreements can be transacted on organized exchanges or directly between parties.  The Company records period-end gross positive
fair values of derivative instruments in other assets and gross negative fair value of derivative liabilities are recorded in other liabilities.

The total notional or contractual amounts, credit risk amount and estimated net fair value for derivatives were:

At September 30, 2005
Notional or
contractual

amount
Credit risk
Amount (1)

Estimated net
fair value

Asset (liability)
(Dollars in thousands)

Fair Value Hedge
Interest rate swap $ 50,000 $ � $ (706)

Derivatives
Foreign exchange spot and forwards 537,905 7,367 2,309
Foreign currency options 48,137 236 �
Equity warrant assets N/A 25,021 25,021

At December 31, 2004
(Dollars in thousands)

Fair Value Hedge
Interest rate swap $ 50,000 $ 49 $ 49

Derivatives
Foreign exchange spot and forwards 525,434 10,011 (431)
Foreign currency options 13,460 47 �
Equity warrant assets N/A 28,928 28,928

(1) Credit risk amounts reflect the replacement cost for those contracts in a gain position in the event of nonperformance by all such
counterparties.

Fair Value Hedges

Derivative instruments that the Company holds as part of its interest rate risk management may include interest rate swaps, caps and floors, and
forward contracts. On October 30, 2003, the Company entered into an interest rate swap agreement with a notional amount of $50.0 million.
This agreement hedges against the risk of changes in fair values associated with the majority of the Company�s 7.0% fixed rate, junior
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subordinated debentures. For information on the Company�s junior subordinated debentures, see Note 7 - Borrowings.

The terms of this fair value hedge agreement provide for a swap of the Company�s 7.0% fixed rate payment for a variable rate based on London
Inter-Bank Offer Rate (LIBOR) plus a spread. Because the swap meets the criteria for the short-cut treatment, the benefit or expense is recorded
in the period incurred. This derivative agreement provided net income of $0.3 million and $0.5 million in the  three months ended September 30,
2005 and 2004, and  $1.0 million and $1.7 million in the nine months ended September 30, 2005 and 2004, respectively. The swap agreement
mirrors the terms of the junior subordinated debentures and therefore is callable by the counterparty anytime on or after October 30, 2008. The
Company assumes no ineffectiveness as the swap agreement meets the short-cut method requirements under SFAS No. 133 for fair value hedges
of debt instruments. As a result, changes in the fair value of the swap are
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offset by changes in the fair value of the junior subordinated debentures, and no net gain or loss is recognized in earnings. Changes in the fair
value of the derivative agreement and the junior subordinated debentures are primarily dependent on changes in market interest rates.

Derivatives

The Company enters into various derivatives primarily to provide derivative products or services to customers.  These derivatives are not linked
to specific assets and liabilities on the balance sheet or to forecasted transactions in an accounting hedge relationship and, therefore, do not
qualify for hedge accounting.

The Company enters into foreign exchange forward contracts and non-deliverable foreign exchange forward contracts with clients involved in
international trade finance activities, either as the purchaser or seller of foreign currency at a future date, depending upon the client�s need. For
each of the foreign exchange forward contracts and non-deliverable foreign exchange forward contracts entered into with its clients, the
Company enters into an opposite way foreign exchange forward contract and non-deliverable foreign exchange forward contract with a
correspondent bank, which mitigates the risk of fluctuations in foreign currency exchange rates. These contracts are short-term in nature,
typically expiring within one year. The Company has not experienced nonperformance by counterparties and therefore has not incurred related
losses. Further, the Company anticipates performance by all counterparties to such agreements. Period end fair value of foreign
currency forward contracts is included in other assets and other liabilities as of September 30, 2005 and December 31,
2004. The change in fair value of these contracts is recorded in the line item net gains (losses) on derivative
instruments, a component of consolidated net income.

The Company enters into foreign currency option contracts with clients involved in international trade finance activities, either as the purchaser
or seller of foreign currency options, depending upon the client�s need. For each of the currency option contracts entered into with its clients, the
Company enters into an opposite way foreign currency option contract with a correspondent bank, which mitigates the risk of fluctuations in
foreign currency exchange rates. These contracts typically expire in less than one year. The Company has not experienced nonperformance by
counterparties and therefore has not incurred related losses. Further, the Company anticipates performance by all counterparties. The change
in fair value of these contracts is recorded in gains (losses) on derivatives in noninterest income, a component of
consolidated net income.

The Company enters into foreign exchange forward contracts with correspondent banks to economically hedge foreign exchange exposure risk
related to certain foreign currency denominated loans. These contracts are short term in nature, typically expiring within one year. The Company
has not experienced nonperformance by counterparties and therefore has not incurred related losses. Further, the Company anticipates
performance by all counterparties to such foreign exchange forward contracts. The change in fair value of these contracts is recorded
in gains (losses) on derivatives in noninterest income, a component of consolidated net income.

The Company obtains derivative equity warrant assets to purchase an equity position in a client company�s stock in consideration for providing
credit facilities and less frequently for providing other services. The purpose of obtaining warrants from client companies is to potentially
increase the Company�s future noninterest income.  The change in fair value of equity warrant assets is recorded in noninterest
income, a component of consolidated net income. The change in fair value of the warrants resulted in a net gain (loss)
of $(2.3) million and $(0.2) million for the three months ended September 30, 2005 and 2004, and $(3.9) million and
$(4.9) million for the nine months ended September 30, 2005 and 2004, respectively.  For information on the
Company�s change in the value of warrant assets, see Note 3 � Restatement of Financial Statements.

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

Available Lines of Credit 45



Derivative Fair Value Instruments Indexed to and Potentially Settled in a Company�s Own Stock

Concurrent with the issuance of the $150 million amount of contingently convertible notes (see Note 7-Borrowings), the Company entered into a
convertible note hedge (purchased call option).

At a cost of $39.3 million and a warrant transaction providing proceeds of $17.4 million with respect to its common stock, with the objective of
decreasing its exposure to potential dilution from conversion of the contingently convertible notes, (see Note 7. � Borrowings). Under the terms of
the convertible note hedge, upon the occurrence of conversion events, the Company has the right to purchase up to 4,460,610 shares of its
common stock from the counterparty at a price of $33.6277 per common share. The convertible note hedge agreement will expire on June 15,
2008. The Company has the option to settle any amounts due under the convertible hedge either in cash or net shares of its common stock. The
cost of the convertible note hedge is included in stockholders� equity in accordance with the guidance in EITF No. 00-19. Under the warrant
agreement, the counterparty may purchase up to 4,460,608 shares of the Company�s common stock at $51.34 per share, upon the occurrence of
conversion events defined above. The warrant transaction will expire on June 15, 2008. The proceeds of the warrant transaction were included in
stockholders� equity in accordance with the guidance in EITF No. 00-19. During the three and nine month periods ending September 30, 2005
and 2004, the warrant was not dilutive to the Company�s EPS, as the Company�s average common stock price remained below $51.34 during
these periods.

9.  Common Stock Repurchase

On January 27, 2005, the Company announced that its Board of Directors authorized the repurchase of up to an additional $75.0 million of
common stock under the Company�s stock repurchase program, in conjunction with the $160.0 million originally approved
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in May 2003. The additional $75.0 million of shares may be repurchased at any time, at the Company�s discretion, before June 30, 2006, in the
open market, through block trades or otherwise, pursuant to applicable securities laws. Depending on market conditions, availability of funds,
and other relevant factors, the repurchase of the additional shares may be commenced or suspended at any time prior to June 30, 2006, without
any prior notice.  Since May 2003 when the program was approved by the Board of Directors, the Company has repurchased 6.5 million shares
totaling $203.5 million as of September 30, 2005. The approximate dollar value of shares that may still be repurchased under this program is
$31.5 million.

Under the May 2003 stock repurchase program, the Company repurchased: (i) during the three-month period ending September 30, 2005, 90,000
shares of its common stock for $4.5 million, and (ii) during the nine-month period ending September 30, 2005, 1,688,800 shares of its common
stock for $77.7 million.

From time to time, the Company may implement a non-discretionary Rule 10b5-1 trading plan, under which the Company will automatically
repurchase shares of its common stock pursuant to a predetermined formula for a specified period of time.

10.  Segment Reporting

In accordance with SFAS No. 131, �Disclosures about segments of an Enterprise and Related Information,� the Company reports segment
information based on the �management� approach.  The management approach designates the internal reporting used by management for making
decisions and assessing financial performance as the Company�s reportable segments.

The Company is organized into five lines of banking and financial services for management reporting:  Commercial Banking, SVB Capital, SVB
Alliant, Global Financial Services, and Private Client Services and Other. These operating segments are strategic units that offer different
services to different clients. The segments are managed separately because they appeal to different markets and, accordingly, require different
strategies. The results of operating segments are based on the Company�s internal profitability reporting process. This process assigns each client
relationship in its entirety, to a primary operating segment. The process assigns income and expenses to the operating segments according to the
customer�s primary relationship designation. Additionally, working capital and its associated costs are allocated to the operating segments on an
economic basis, treating each operating segment as if it were an independent entity. Unlike financial reporting, which benefits from the
comprehensive structure provided by GAAP, the internal profitability reporting process is highly subjective, as there is no comprehensive,
authoritative guidance for management reporting. The management reporting process measures the performance of operating segments based on
the Company�s internal operating structure and is not necessarily comparable with similar information for other financial services companies.
Changes in the management structure and/or the allocation process have resulted, and may in the future result in changes in the Company�s
allocation methodology as this process is under constant refinement. In the event of such changes, results for prior periods have been, and may
be, restated for comparability. Changes in an individual client�s primary relationship designation have resulted, and may in the future result in
certain clients� inclusion in different segments in different periods.

As of September 30, 2005, based on the quantitative threshold for determining reportable segments as required by SFAS No. 131, the Company�s
reportable segments are: Commercial Banking and SVB Capital.  SVB Alliant, Private Client Services and Global Financial Services do not
meet the separate reporting thresholds as defined by SFAS No. 131 and as such, have been aggregated in a column labeled Other Business
Services for segment reporting purposes.  For further information, please see the Company�s 2004 Form 10-K/A under �Part II. Item 8.
Consolidated Financial Statements and Supplementary Data - Note 25. Segment Reporting.�
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Commercial Banking provides solutions to the needs of the Company�s commercial clients in the technology, life science, and premium wine
industry niches, through the Company�s lending, cash and deposit management, and global banking and trade products and services.

SVB Capital focuses on the business needs of the Company�s venture capital and private equity clients while establishing and maintaining
relationships with those firms domestically and internationally. Through this segment, the Bank provides banking services and financial
solutions, including traditional deposit and checking accounts, loans, letters of credit, and cash management services.

The Other Business Services segment is principally comprised of Private Client Services, SVB Alliant, and Global Financial Services and other
business service units that are not part of the Commercial Bank or SVB Capital segments. The Private Client Services group provides a wide
range of credit services to high-net-worth individuals using both long-term secured and short-term unsecured lines of credit. Those products and
services include home equity lines of credit, secured lines of credit, restricted stock purchase loans, airplane loans, and capital call lines of credit.
SVB Alliant provides investment banking products and services including, merger and acquisition services, strategic alliances services, and
specialized financial studies such as valuations and fairness opinions. Global Financial Services serves the needs of the Company�s domestic
clients with global banking products, including foreign exchange and global finance and access to SVB Financial Group�s international banking
network for in-country services abroad. Global Financial Services also supports venture capital and commercial banking clients with business
services through subsidiaries in India and the United Kingdom.

The other business services units provide various products and services. The Other Business Services segment also reflects those adjustments
necessary to reconcile the results of operating segments based on the Company�s internal profitability reporting process to the interim
consolidated financial statements prepared in conformity with GAAP.

The Company�s primary source of revenue is from net interest income. Accordingly, the Company�s segments are reported using net interest
income. The Company also evaluates performance based on noninterest income and noninterest expense, which are presented as components of
segment operating profit or loss. The Company does not allocate income taxes to its segments. Additionally, the Company�s management
reporting model is predicated on average asset balances; therefore it is not possible to provide period-end asset balances for segment reporting
purposes.

The Company�s segment information at and for the three months and nine months ended September 30, 2005 and September 30, 2004 are as
follows:
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Commercial
Banking

SVB
Capital

Other Business
Services Total

(Dollars in thousands)
Three months ended September 30, 2005
Net interest income $ 59,161 $ 5,850 $ 13,053 $ 78,064
Provision for (recovery of) loan and lease
losses(1) 2,963 � (1,536) 1,427
Noninterest income (2) 20,377 1,535 2,681 24,593
Noninterest expense (3) 43,858 4,853 13,272 61,983
Minority interest in net (income) loss of
consolidated affiliates � � (1,281) (1,281)
Income (loss) before income tax expense (5) $ 32,717 $ 2,532 $ 2,717 $ 37,966

Total average loans $ 2,107,882 $ 42,908 $ 299,361 $ 2,450,151
Total average assets (4) 3,817,530 706,397 764,363 5,288,290
Total average deposits 3,360,274 667,109 190,533 4,217,916
Goodwill at September 30, 2005 � � 35,638 35,638

Three months ended September 30, 2004 (As
Restated)
Net interest income $ 43,247 $ 2,798 $ 14,001 $ 60,046
Provision for (recovery of) loan and lease
losses(1) 49 � (1,439) (1,390)
Noninterest income (2) 17,433 1,133 2,379 20,945
Noninterest expense (3) 41,561 4,528 12,374 58,463
Minority interest in net (income) losses of
consolidated affiliates � � (2) (2)
Income (loss) before income tax expense (5) $ 19,070 $ (597) $ 5,443 $ 23,916

Total average loans $ 1,686,202 $ 74,532 $ 254,858 $ 2,015,592
Total average assets (4) 3,679,411 567,521 595,571 4,842,503
Total average deposits 3,266,102 533,419 152,149 3,951,670
Goodwill at September 30, 2004 35,639 35,639

Nine months ended September 30, 2005
Net interest income $ 164,783 $ 14,881 $ 39,445 $ 219,109
(Recovery of) provision for loan and lease
losses(1) (191) � (1,382) (1,573)
Noninterest income (2) 61,829 6,785 11,252 79,866
Noninterest expense (3) 131,643 14,272 43,208 189,123
Minority interest in net (income) loss of
consolidated affiliates � � (468) (468)
Income (loss) before income tax expense (5) $ 95,160 $ 7,394 $ 8,403 $ 110,957

Total average loans $ 1,962,492 $ 68,196 $ 262,194 $ 2,292,882
Total average assets (4) 3,825,741 672,269 653,170 5,151,180
Total average deposits 3,372,657 632,384 171,353 4,176,394
Goodwill at September 30, 2005 � � 35,638 35,638

Nine months ended September 30, 2004 (As
Restated)
Net interest income $ 120,934 $ 7,849 $ 34,322 $ 163,105
(Recovery of) provision for loan and lease
losses(1) (88) � (6,832) (6,920)
Noninterest income (2) 56,232 2,962 16,146 75,340
Noninterest expense (3) 122,259 12,192 42,193 176,644
Minority interest in net (income) loss of
consolidated affiliates � � (550) (550)
Income (loss) before income tax expense(5) $ 54,995 $ (1,381) $ 14,557 $ 68,171
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Total average loans $ 1,590,343 $ 73,381 $ 236,268 $ 1,899,992
Total average assets (4) 3,561,748 538,876 573,541 4,674,165
Total average deposits 3,169,023 506,914 147,941 3,823,878
Goodwill at September 30, 2004 � � 35,639 35,639

(1)  For segment reporting purposes, the Company reports net loan charge-offs as the provision for loan losses. 
Thus, the Other segment includes $(1.5) million and $(1.4) million for the three-month periods ended September 30,
2005 and 2004, respectively, and includes $(2.9) million and $(6.8) million for the nine-month periods ended
September 30, 2005 and 2004, respectively, which represent the difference between net charge-offs and the provision
for loan losses.

(2)  Non-interest income presented in the Commercial Bank segment included cash warrant income of $2.1 million
and $1.2 million, for the three months ended September 30, 2005 and 2004, respectively and $9.4 million and $7.4
million, for the nine months ended September 30, 2005 and 2004, respectively.

(3)  Commercial Banking segment includes direct depreciation and amortization of $0.5 million and $0.4 million for the three months ended
September 30, 2005 and 2004, respectively and $1.5 million and $1.3 million for the nine months ended September 30, 2005 and 2004,
respectively.  Due to the complexity of the Company�s cost allocation model, it is not feasible to determine the
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exact amount of the remaining depreciation and amortization expense allocated to the various business segments (totaling approximately $1.2
million and $1.8 million for the three months ended September 30, 2005 and 2004, respectively, and approximately $4.4 million and $5.2
million for the nine months ended September 30, 2005 and 2004, respectively.

(4)  Total assets for the Commercial Banking, SVB Capital, and Other segments equals the greater of total loans or
the sum of total deposits and total stockholders� equity for each segment.

(5)  The internal reporting model used by the Company�s management to assess segment performance does not
calculate tax expense by segment.  The Company�s effective tax rate is a reasonable approximation of the segment
rates.

11.   Obligations Under Guarantees

The Company provides guarantees related to financial and performance standby letters of credit issued to its clients to enhance their credit
standings and enable them to complete a wide variety of business transactions.  Financial standby letters of credit are conditional commitments
issued by the Company to guarantee the payment by a client to a third party (beneficiary). Financial standby letters of credit are primarily used
to support many types of domestic and international payments. Performance standby letters of credit are issued to guarantee the performance of a
client to a third party when certain specified future events have occurred. Performance standby letters of credit are primarily used to support
performance instruments such as bid bonds, performance bonds, lease obligations, repayment of loans, and past due notices. These standby
letters of credit have fixed expiration dates and generally require a fee paid by a client at the time the Company issues the commitment. Fees
generated from these standby letters of credit are recognized in noninterest income over the commitment period using the straight-line method.

The credit risk involved in issuing letters of credit is essentially the same as that involved with extending loan commitments to clients, and
accordingly, the Company uses a credit evaluation process and collateral requirements similar to those for loan commitments. The Company�s
standby letters of credit are often cash-secured by its clients. The actual liquidity needs or the credit risk that the Company has experienced
historically have been lower than the contractual amount of letters of credit issued because a significant portion of these conditional
commitments expire without being drawn upon.

The table below summarizes the Company�s standby letter of credits at September 30, 2005. The maximum potential amount of future payments
represents the amount that could be remitted under the standby letters of credit if there were a total default by the guaranteed parties, without
consideration of possible recoveries under recourse provisions or from the collateral held or pledged.

(Dollars in thousands as of
September 30, 2005)

Expires within one
year or less

Expires after
one year

Total amount
outstanding

Maximum amount
of future payments

Financial standby $ 520,123 $ 105,127 $ 625,250 $ 625,250
Commercial standby 6,807 � 6,807 6,807
Performance standby 9,702 5,575 15,277 15,277
Total $ 536,632 $ 110,702 $ 647,334 $ 647,334

At September 30, 2005, the carrying amount of the liabilities related to financial and performance standby letters of credit was approximately
$3.8 million. At September 30, 2005, cash and investment securities collateral available to us to reimburse losses under financial and
performance standby letters of credits was $243.2 million.
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In addition to standby letter of credit guarantees, the Company has issued additional guarantees as off-balance sheet arrangements. As of
September 30, 2005, those guarantees include the following:

�  The Bank, as a financial provider, routinely guarantees credit cards for some of its customers which have been
provided by an unaffiliated financial institution.  The Bank has recourse against the customer for any amount it is
required to pay to a third party in the event of default under these arrangements. These guarantees are subject to the
same credit policies, underwriting standards and approval process as loans made by the Bank. Certain of these
amounts are secured by certificates of deposit and other assets which the Bank has rights to in the event of
nonperformance by the customers.  The contract amount of these credit cards, which represents the maximum
potential future payments guaranteed, including interest and principal payments, by the Bank, was $51.5 million at
September 30, 2005. It is not considered probable that material losses would be incurred by the Bank as a result of
these arrangements.

�  The Company may be required to make contingent payments to the former owners of Woodside Asset
Management based on their future revenue growth. During 2004, the Company paid one earn-out payment of
$338,000 to the former owners of Woodside Asset Management. As of September 30, 2005, under the acquisition
agreement, the maximum future gross earn-out payments to Woodside Asset Management�s former owners are $1.6
million.
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12.  Related Party Transactions

In April 2005, the Company formed the SVB Qualified Investors Fund II, LLC (QIF II), a $5.1 million investment fund for employees that met
certain eligibility requirements.  To be eligible to participate in QIF II, an employee must be of a certain seniority level and must be a �qualified
investor� as such term is defined by the SEC.  QIF II was capitalized by commitments from certain eligible employees, including certain of the
Company�s executive officers.  All employee participants are required to invest in the fund with their own money, but the Company manages the
fund and pays all associated administrative costs.  QIF II�s principal purpose is to invest in a select number of private equity funds managed
primarily by the Company or its affiliates.  The following individuals who were executive officers in 2005 participated in QIF II, each with
individual commitment amounts between $100,000 and $250,000:  Greg Becker, Tim Hardin, Jack Jenkins-Stark, Harry Kellogg, Lynda Ward
Pierce, Marc Verissimo, Ken Wilcox and Derek Witte.

Additionally, the final closing for SVB Strategic Investors Fund II, L.P. (�SIF II�), a venture investment fund formed by the Company, took place
in June 2005.  SIF II is a $175.0 million venture fund of funds that invests in other venture funds and is managed by its general partner, SVB
Strategic Investors Fund II, LLC, a wholly-owned subsidiary of the Company.  The Company holds a minority interest in SIF II.  The following
two directors of the Company have also invested in SIF II and hold minority interests in the following commitment amounts: Felda Hardymon
(through a family limited partnership), $1,000,000 and James Porter, $100,000.

In August 2005, the Company extended a revolving line of credit in the aggregate amount of $20 million to Gold Hill Venture Lending 03, LP, a
venture debt fund (�Gold Hill�), and its affiliated funds.  The Company has a 9.8% consolidated ownership interest in Gold Hill, as well as a
90.7% majority interest in its general partner, Gold Hill Venture Lending Partners 03, LLC.  The line of credit expires in August 2006 and bears
an interest rate of 8% per annum.  The highest aggregate balance outstanding during the three months ended September 30, 2005 was
approximately $8 million.

13.  Legal Matters

Refer to the Company�s amended Quarterly Report on Form 10-Q/A for the quarter ended March 31, 2005 under �Part I. Item 1. Interim
Consolidated Financial Statements � Note 12 to the Interim Consolidated Financial Statements � Legal Matters� for a description regarding a certain
litigation matter involving Gateway Communications, Inc.  The trial date has been postponed from December 2005 to April 2006.  As previously
disclosed, the Company believes that the sole remaining claim has no merit and intends to defend the lawsuit vigorously.  Accordingly, the
Company has not recorded an accrual related to this litigation.

Additionally, from time to time, the Company is subject to other legal claims and proceedings that are in the normal course of the Company�s
business. While the outcome of these matters is currently not determinable, based on information available to the Company, its review of such
claims to date and consultation with outside counsel, the Company does not currently expect that the ultimate costs to resolve these matters, if
any, will have a material adverse effect on the Company�s liquidity, consolidated financial position or results of operations.

14.  Subsequent Event

Default upon Zero-Coupon Convertible Subordinated Notes
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On October 12, 2005 and December 16, 2005, the trustee under the note indenture relating to the Company�s $150.0 million zero-coupon
convertible subordinated notes due June 15, 2008, provided notice in accordance with the terms of the indenture that the Company was in breach
of its covenant to remain current in its SEC filings because of its failure to file its Quarterly Reports on Form 10-Q for the quarters ended
June 30, 2005 and September 30, 2005, respectively. The Company�s failure to cure this breach within 60 days of the October 12, 2005 notice
constituted an event of default under the indenture as of December 11, 2005. As the indenture does not provide for any right of acceleration of
the payment of the principal of the notes upon a default in the performance of any covenant or agreement in the notes or in the indenture, the
trustee and the holders are not entitled to accelerate the maturity of the notes upon the occurrence of the aforementioned event of default. As a
result, this event of default did not constitute a material default with respect to the Company�s indebtedness. Upon the occurrence of this event of
default, the trustee was entitled, subject to certain limitations and conditions, to seek to enforce the performance of such covenant. In addition,
during the period that the event of default was continuing, the Company could not pay cash upon conversion of any note or portion of the note
(other than cash for fractional shares). Upon the filing by the Company of its Quarterly Reports on Form 10-Q for the quarters ended June 30,
2005 and September 30, 2005, any default or event of default under these notices will be cured.
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ITEM 2 - MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL

CONDITION AND RESULTS OF OPERATIONS

Management�s discussion and analysis below contain forward-looking statements. These statements are based on current expectations and
assumptions that are subject to risks and uncertainties. Actual results could differ materially because of factors discussed in �Item 3. Quantitative
and Qualitative Disclosures about Market Risk�Factors That May Affect Future Results.�

The following discussion and analysis of financial condition and results of operations should be read in conjunction with our interim unaudited
consolidated financial statements and notes as presented in Part I - Item 1 of this report and in conjunction with the Amendment No. 1 to our
Annual Report on Form 10-K/A for the year ended December 31, 2004 (�2004 Form 10-K/A�) as filed with the Securities and Exchange
Commission (SEC). Certain reclassifications have been made to prior years� results to conform to the current period�s presentations. Such
reclassifications had no effect on our results of operations or stockholders� equity.

All of the numbers impacted by the Restatement in this section are as restated.

Restatement of Financial Statements

As described in our 2004 Form 10-K/A and our Amendment No. 1 on Form 10-Q/A for the quarter ended March 31, 2005 (�Q1 Form 10-Q/A�),
we have restated our interim consolidated financial statements as of and for the three-month period ended March 31, 2005, the consolidated
annual financial statements for the years 2004, 2003 and 2002, quarterly financial data for each of the quarters within fiscal 2004 and 2003, and
selected financial data for fiscal years 2004, 2003, 2002, 2001 and 2000, for purposes of correcting misapplications of GAAP (the �Restatement�). 
This note should be read in conjunction with Note 3, �Restatement of Financial Statements� in the Notes to our consolidated financial statements
included in Item 8, Consolidated Financial Statements and Supplementary Data of the 2004 Form 10-K/A, which provides further information
on the nature and impact of the Restatement.

As previously disclosed, the Board of Directors decided on July 18, 2005 that we should restate these financial statements after concluding that
our accounting for our warrant portfolio should conform to certain accounting pronouncements for derivative instruments interpreting Statement
of Financial Accounting Standard (SFAS) No. 133, �Accounting for Derivative Instruments and Hedging Activities,� as amended (SFAS 133). 
The restated financial statements reflect changes in our derivative equity warrant accounting and other related changes.  Additionally, in
connection with the Restatement process, we reviewed, corrected and modified, where appropriate, certain of our accounting policies and
practices.  Changes made as a result of such corrections are also included in the restated financial statements and the selected financial data as
applicable.

In connection with the Restatement, we made corrections primarily related to our reporting of: (i) our derivative equity warrant assets pursuant
to SFAS 133 and other related changes, (ii) our initial non-refundable corporate finance fees pursuant to Staff Accounting Bulletin No. 104,
Revenue Recognition (SAB 104), (iii) our non-refundable loan fees and costs associated with our lending products pursuant to SFAS No. 91,
Accounting for Nonrefundable Fees and Costs associated with Originating or Acquiring Loans and Initial Direct Costs of Leases (SFAS No. 91)
(iv) certain investment securities that were readily convertible to known amounts of cash and presented insignificant risk of changes in value
with initial maturity dates of 90 days or less were reclassified and reported as cash equivalents pursuant to SFAS No. 95, Statement of Cash
Flows and (v) our current federal income taxes receivable and current federal income taxes payable were not reflected net on our balance sheets
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in accordance with the provisions of FASB Interpretation No. 39, Offsetting of Amounts Related to Certain Contracts.  The Company also
recorded various other adjusting entries as part of the Restatement.

Overview of Company Operations

SVB Financial Group is a bank holding company and a financial holding company that was incorporated in the state of Delaware in March 1999.
As of May 31, 2005, we changed our name from Silicon Valley Bancshares to SVB Financial Group. Our principal subsidiary, Silicon Valley
Bank, is a California state-chartered bank and a member of the Federal Reserve System. Silicon Valley Bank�s deposits are insured by the
Federal Deposit Insurance Corporation. Our corporate headquarters is located at 3003 Tasman Drive, Santa Clara, California 95054, and our
telephone number is 408.654.7400. When we refer to �we� or use similar words, we intend to include SVB Financial Group and all of its
subsidiaries collectively, including Silicon Valley Bank. When we refer to �SVB Financial,� we are referring only to the parent company, SVB
Financial Group.

For over 20 years, we have been dedicated to helping entrepreneurs succeed, specifically focusing on industries where we have deep knowledge
and relationships. Our focus is on the technology, life science, private equity, and premium wine industries. We continue to diversify our
products and services to support our clients throughout their life cycles, regardless of their age or size. We offer a range of financial services that
generate three distinct sources of income.

In part, our income is generated from interest rate differentials. The difference between the interest rates received on interest-earning assets, such
as loans extended to clients and securities held in our investment portfolio, and the interest rates paid by us on interest-bearing liabilities, such as
deposits and other borrowings, accounts for the major portion of our earnings. Our deposits are largely obtained from commercial clients within
our technology, life science, private equity, and premium wine industry sectors, and, to a lesser extent, from individuals served by our Private
Client Services group. We do not obtain deposits from conventional retail sources and have no brokered deposits. As part of negotiated credit
facilities and certain other services, we frequently obtain rights to acquire stock in the form of warrants in certain client companies.

Fee-based services also generate income for our business. We market our full range of financial services to all of our commercial
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and private equity firm clients. In addition to commercial banking and private client services, we offer fee-based merger and acquisition
services, private placements, and investment and advisory services. Our ability to integrate and cross-sell our diverse financial services to our
clients is a strength of our business model.

In addition, we seek to obtain returns through investments in private equity and venture capital fund investments. We manage three limited
partnerships: a venture capital fund that invests directly in privately held companies and two funds that invest in other venture capital funds.

Business Overview
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SVB Financial Group is organized into groups, which manage the diverse financial services we offer:

Commercial Banking
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We provide solutions to the needs of our commercial clients in the technology, life science, private equity and premium wine industries through
our lending, deposit account and cash management, and global banking and trade products and services.

Through our lending products and services, we extend loans and other credit facilities to our commercial clients, most often secured by the assets
of our clients. Lending products and services include traditional term loans, equipment loans, revolving lines of credit, accounts-receivable based
lines of credit, asset-based loans, real estate loans, vineyard development loans, and financing of affordable housing projects. We often obtain
warrants to purchase an equity position in a client company�s stock in consideration for making loans, or for providing other services.

Our deposit account and cash management products and services provide commercial clients with short and long-term cash management
solutions. Deposit account products and services include traditional deposit and checking accounts, certificates of deposit, and money market
accounts. In connection with deposit accounts, we also provide lockbox and merchant services that facilitate quicker depositing of checks and
other payments to clients� accounts. Cash management products and services include wire transfer and Automated Clearing House (ACH)
payment services to enable clients to transfer funds quickly from their deposit accounts. Additionally, the cash management services unit
provides collection services, disbursement services, electronic funds transfers, and online banking through SVBeConnect.

Our global banking and trade products and services facilitate our clients� global finance and business needs. These products and services include
foreign exchange services that allow commercial clients to manage their foreign currency risks through the purchase and sale of currencies on
the global inter-bank market. To facilitate our clients� international trade, we offer a variety of loans and credit facilities guaranteed by the
Export-Import Bank of the United States. We also offer letters of credit, including export, import, and standby letters of credit, to enable clients
to ship and receive goods globally.

The Commercial Banking group also provides investment services to our clients through our broker-dealer subsidiary, SVB Securities. SVB
Securities is registered with the National Association of Securities Dealers, Inc. (NASD). These services, which include money market mutual
funds, fixed income securities and repurchase agreements enable our clients to better manage their assets. We also offer investment advisory
services through SVB Asset Management, one of our registered investment advisor subsidiaries. SVB Asset Management specializes in
outsourced treasury management, customized cash portfolio management and reporting and monitoring for corporations.

SVB Capital
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SVB Capital focuses on the business needs of our venture capital and private equity clients, establishing and maintaining relationships with
those firms domestically and internationally. Through this segment, we provide banking services and financial solutions, including traditional
deposit and checking accounts, loans, letters of credit, and cash management services.

SVB Capital also makes investments in venture capital and other private equity firms and in companies in the niches we serve. The segment also
manages three venture funds that are consolidated into our financial statements: SVB Strategic Investors Fund, LP and SVB Strategic Investors
Fund II, LP, which are funds of funds that invest in other venture funds, and Silicon Valley BancVentures, LP, a direct equity venture fund that
invests in privately held technology and life-science companies. This segment also includes investments in Gold Hill Venture Lending Partners
03, LP and its parallel funds (collectively known as Gold Hill Venture Lending Partners 03, LP), which provide secured debt to emerging
growth clients in their earlier stages, and Partners for Growth, LP, a fund that provides secured debt to higher risk, emerging growth clients in
their later stages. We define �emerging-growth� clients as companies in the start-up or early stages of their lifecycle. These companies tend to be
privately held and backed by venture capital; they generally have few employees, have brought relatively few products or services to market,
and have no or little revenue. By contrast, �middle market companies� tend to be more mature; they may be publicly traded and more established
in the markets in which they participate, although not necessarily the leading players in their industries.
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Other Business Services
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The Other Business Services segment is principally comprised of SVB Alliant, Global Financial Services and Private Client Services, and
other business service units that are not part of the Commercial Bank or SVB Capital segments. SVB Alliant, Global Financial Services and
Private Client Services do not meet the separate reporting thresholds as defined by SFAS No. 131 and as such, have been aggregated as
Other Business Services for segment reporting purposes.
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SVB Alliant
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Through SVB Alliant, our investment banking subsidiary, we provide merger and acquisition advisory services, strategic alliance services, and
specialized financial studies such as valuations and fairness opinions. In October 2003, we enhanced our investment banking product set by
launching a Private Capital Group that provides advisory services for the private placement of securities. SVB Alliant is a broker-dealer
registered with the NASD.

Global Financial Services

Global Financial Services serves the needs of our domestic clients with global banking products, including foreign exchange and global finance
and access to SVB Financial Group�s international banking network for in-country services abroad. Global Financial Services also supports
venture capital and commercial banking clients with business services through subsidiaries in India and the United Kingdom.

Private Client Services and Other

Our Private Client Services and Other group is principally comprised of our Private Client Services group and other business services units.
Private Client Services provides a wide range of credit services to high-net-worth individuals using both long-term secured and short-term
unsecured lines of credit. Those products and services include home equity lines of credit, secured lines of credit, restricted stock purchase loans,
airplane loans, and capital call lines of credit. We also help our clients meet their cash management needs by providing deposit account products
and services, including checking accounts, deposit accounts, money market accounts, and certificates of deposit. Through our subsidiary,
Woodside Asset Management, Inc., we provide individual clients with personal investment advisory services, assisting clients in establishing
and implementing investment strategies to meet their individual needs and goals. As a result of the Private Client Services group�s recent decision
to focus on its core banking and credit products, we are exploring strategic alternatives in relation to Woodside Asset Management, including a
possible sale to a third party.

Critical Accounting Policies and Estimates
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The accompanying management�s discussion and analysis of results of operations and financial condition are based upon our interim
consolidated financial statements, which have been prepared in accordance with accounting principles generally accepted in the United States of
America (GAAP). The preparation of these financial statements requires management to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenues, and expenses and related disclosure of contingent assets and liabilities. Management evaluates estimates
on an ongoing basis. Management bases its estimates on historical experiences and various other factors and assumptions that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ materially from these estimates under different assumptions or
conditions.

A summary of significant accounting policies and a description of accounting policies that are considered critical are described in �Part II. Item 8.
Consolidated Financial Statements and Supplementary Data�Note 2. Significant Accounting Policies� and in �Part II. Item 7. Management�s
Discussion and Analysis of Financial Condition and Results of Operations - Critical Accounting Policies� in our 2004 Form 10-K/A.

Recent Accounting Pronouncements

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

Recent Accounting Pronouncements 70



Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

71



In December 2004, the FASB issued SFAS No. 123 (revised 2004), �Share-Based Payment� which is a revision of SFAS No. 123 and supersedes
APB No. 25.  SFAS No. 123(R) requires us to measure the cost of employee services received in exchange for an award of equity instruments
using a fair value method, and record such expense in our consolidated financial statements for interim or annual reporting periods beginning
after June 15, 2005. On April 14, 2005 the SEC changed the effective date of SFAS No. 123(R) from the first interim or annual reporting period
beginning after June 15, 2005 to the first annual reporting period beginning after June 15, 2005. The effect of this change was to defer the
effective date of FAS 123(R) for us and all calendar year companies until fiscal 2006.

The adoption of SFAS No. 123(R) will require additional accounting related to the income tax effects and additional disclosure regarding the
cash flow effects resulting from share-based payment arrangements. The adoption of SFAS No. 123(R) will have a material impact on our
consolidated results of operations, financial position, and statement of cash flows as such expense will now be reported in our consolidated
financial statements rather than on a pro forma basis in the notes to the consolidated financial statements. However, we expect that the pro forma
expense calculated under SFAS No. 123 does approximate the expense that will be recognized under SFAS No. 123(R).
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Results of Operations

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

Results of Operations 73



Earnings Summary
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We reported net income of $23.1 million for the three months ended September 30, 2005, $7.7 million, or 49.8% higher than net income of
$15.4 million for the three months ended September 30, 2004.  Earnings per diluted common share were $0.60 for the three months ended
September 30, 2005, as compared to $0.41 for the comparable prior year period.

Dilutive Effect of Contingently Convertible Debt on our Diluted Earnings per Share Calculation
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We included the dilutive effect of the $150.0 million zero-coupon, convertible subordinated notes due June 15, 2008 in our diluted earnings per
share (EPS) calculation using the treasury stock method, in accordance with the provisions of Emerging Issue Task Force (EITF) issue
No. 90-19, �Convertible Bonds With Issuer Option to Settle in Cash Upon Conversion� and Statement of Financial Accounting Standard (SFAS)
No. 128, �Earnings Per Share�. The exposure draft of SFAS No. 128R, if adopted in its proposed form, will require us to change our accounting
for the calculation of EPS on our contingently convertible debt to the �if converted method.� The �if converted treatment� of the contingently
convertible debt would have decreased EPS by $0.04 per diluted common share, or 7.3% for the three months ended September 30, 2005, and by
$0.13 per diluted common share, or 7.7% for the nine months ended September 30, 2005, respectively.

Three Months ended September 30, 2005 Compared to Three Months ended September 30, 2004

Consolidated net income increased by $7.7 million for the three months ended September 30, 2005 versus the three months ended September 30,
2004.

�  Net interest income increased by $18.0 million due to an increase in average interest-earning assets,
particularly commercial loans and investment securities, and due to an improvement in yields generated from these
assets.

�  The increase in noninterest expense of $3.5 million was largely attributable to increased compensation and
professional services fees.  Additionally, we experienced a change in provision for (reduction of) unfunded credit
commitments.  In the three months ended September 30, 2004, we recorded a reduction of provision for unfunded
commitments of $1.9 million, whereas in the three months ended September 30, 2005, we recorded a provision for
unfunded commitments expense of $1.5 million.

Nine Months ended September 30, 2005 Compared to Nine Months ended September 30, 2004

Consolidated net income increased by $23.8 million between nine months ended September 30, 2005 and nine months ended September 30,
2004.

�  Net interest income increased by $56.0 million due to an increase in average interest-earning assets,
particularly commercial loans and investment securities, and due to an improvement in yields generated from these
assets.

�  An increase in noninterest expense of $12.5 million was largely attributable to higher compensation expenses
of $11.8 million in 2005 which was primarily attributable to higher salaries and wages of $5.1 million as well as
higher equity based compensation of $4.1 million.  In addition, we incurred higher professional services fees
associated with the restatement of the Company�s financial statements and commitment of resources to maintain
compliance with the Sarbanes-Oxley Act of 2002.
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The major components and changes of net income are summarized in the following table:

For the three months
ended September 30, %

For the nine months
ended September 30, %

(Dollars in thousands) 2005 2004 Change 2005 2004 Change
(As Restated) (As Restated)

Net interest income $ 78,064 $ 60,046 30.0% $ 219,109 $ 163,105 34.3%
(Recovery of) provision for
loan and lease losses 1,427 (1,390) (202.7) (1,573) (6,920) (77.3)
Noninterest income 24,593 20,945 17.4 79,866 75,340 6.0
Noninterest expense 61,983 58,463 6.0 189,123 176,644 7.1
Minority interest in net income
of consolidated affiliates (1,281) (2) � (468) (550) (14.9)
Income before income tax
expense 37,966 23,916 58.7 110,957 68,171 62.8
Income tax expense 14,907 8,525 74.9 44,066 25,098 75.6
Net income $ 23,059 $ 15,391 49.8 $ 66,891 $ 43,073 55.3
Return on average assets(1) 1.73% 1.26% 1.74% 1.23%
Return on average stockholders�
equity(1) 16.93 12.21 16.68 11.92
Average stockholders� equity to
average assets 10.22 10.36 10.41 10.32

(1)  Quarterly ratios represent annualized net income divided by quarterly average assets/equity.

Net Interest Income and Margin
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Net interest income is defined as the difference between interest earned primarily on loans, investment securities, federal funds sold, securities
purchased under agreement to resell and other short-term investment securities, and interest paid on funding sources, primarily deposits. Net
interest income is our principal source of revenue. Net interest margin is defined as the amount of annualized net interest income, on a fully
taxable-equivalent basis, expressed as a percentage of average interest-earning assets. The average yield earned on interest-earning assets is the
amount of annualized taxable-equivalent interest income expressed as a percentage of average interest-earning assets. The average rate paid on
funding sources is defined as annualized interest expense as a percentage of average funding sources.

The following tables set forth average assets, liabilities, minority interest, stockholders� equity, interest income, interest expense, annualized
yields and rates, and the composition of our annualized net interest margin for the three months and nine months ended September 30, 2005 and
2004, respectively.  (For a description of certain off-balance sheet arrangements, see also �Note 11 � Obligations Under Guarantees� to the interim
financial statements contained in this report.)
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AVERAGE BALANCES, RATES AND YIELDS

For the three months ended September 30,
2005 2004

(Dollars in thousands)
Average
Balance

Interest
Income/
Expense

Yield/
Rate

Average
Balance

Interest
Income/
Expense

Yield/
Rate

(As Restated)
(As

Restated)
(As

Restated)
Interest-earning assets:
Federal funds sold, securities
purchased under agreement to
resell and other short-term
investments(1) $ 258,485 $ 2,284 3.51% $ 481,737 $ 1,923 1.59%
Investment securities:
Taxable 1,979,504 21,976 4.40 1,802,084 19,187 4.24
Non-taxable(2) 80,624 1,342 6.60 107,176 1,760 6.53
Loans:
Commercial 2,055,765 51,335 9.91 1,662,962 36,430 8.72
Real estate construction and
term 156,428 2,503 6.35 129,524 1,728 5.31
Consumer and other 237,958 3,987 6.65 223,106 2,534 4.52
Total loans, net of unearned
income 2,450,151 57,825 9.36 2,015,592 40,692 8.03
Total interest-earning assets 4,768,764 83,427 6.94 4,406,589 63,562 5.74

Cash and due from banks 220,666 203,719
Allowance for loan and lease
losses (36,923) (47,256)
Goodwill 35,638 37,531
Other assets (3) 300,145 241,920
Total assets $ 5,288,290 $ 4,842,503

Funding sources:
Interest-bearing liabilities:
NOW deposits $ 32,973 34 0.41 $ 26,663 34 0.51
Regular money market
deposits 372,678 739 0.79 528,048 667 0.50
Bonus money market deposits 882,815 1,906 0.86 769,664 968 0.50
Time deposits 288,256 463 0.64 310,672 469 0.60
Federal funds purchased and
securities sold under agreement
to repurchase 88,099 802 3.61 � � �
Contingently convertible debt 147,286 238 0.64 146,376 236 0.64
Junior subordinated debentures 49,215 612 4.93 48,139 383 3.17
Other borrowings 11,699 100 3.39 18,478 143 3.08
Total interest-bearing liabilities 1,873,021 4,894 1.04 1,848,040 2,900 0.62
Portion of noninterest-bearing
funding sources 2,895,743 2,558,549
Total funding sources 4,768,764 4,894 0.41 4,406,589 2,900 0.26

Noninterest-bearing funding
sources:
Demand deposits 2,641,194 2,316,623
Other liabilities 132,096 111,867
Minority interest in capital of
consolidated affiliates 101,590 64,309

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

81



Stockholders� equity 540,389 501,664
Portion used to fund interest-
earning assets (2,895,743) (2,558,549)
Total liabilities, minority
interest and stockholders�
equity $ 5,288,290 $ 4,842,503

Net interest income and margin $ 78,533 6.53% $ 60,662 5.48%

Total deposits $ 4,217,916 $ 3,951,670

(1)  Includes average interest-bearing deposits in other financial institutions of $19.5 million and $10.6
million for the three months ended September 30, 2005 and 2004, respectively.

(2)  Interest income on non-taxable investments is presented on a fully taxable-equivalent basis using the
federal statutory income tax rate of 35.0% in 2005 and 2004.  The tax equivalent adjustments were $0.5 million and
$0.6 million for the three months ended September 30, 2005 and 2004, respectively.

(3)  Average equity investments of $156.9 million and $126.2 million (as restated) for the three months
ended September 30, 2005 and 2004, respectively, were reclassified to other assets as they were noninterest-yielding.
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For the nine months ended September 30,
2005 2004

(Dollars in thousands)
Average
Balance

Interest
Income/
Expense

Yield/
Rate

Average
Balance

Interest
Income/
Expense

Yield/
Rate

(As Restated)
(As

Restated)
(As

Restated)
Interest-earning assets:

Federal funds sold, securities
purchased under agreement to
resell and other short-term
investments (1) $ 340,982 $ 7,268 2.85% $ 624,089 $ 5,613 1.20%
Investment securities:
Taxable 1,934,215 64,141 4.43 1,584,690 50,259 4.24
Non-taxable(2) 86,257 4,372 6.78 131,854 5,993 6.07
Loans:
Commercial 1,899,308 138,518 9.75 1,576,386 100,500 8.52
Real estate construction and
term 155,016 7,271 6.27 112,109 4,409 5.25
Consumer and other 238,558 10,798 6.05 211,497 6,905 4.36
Total loans, net of unearned
income 2,292,882 156,587 9.13 1,899,992 111,814 7.86
Total interest-earning assets 4,654,336 232,368 6.67 4,240,625 173,679 5.47

Cash and due from banks 226,344 209,459
Allowance for loan and lease
losses (37,499) (49,735)
Goodwill 35,638 37,545
Other assets (3) 272,360 235,917
Total assets $ 5,151,179 $ 4,673,811

Funding sources:
Interest-bearing liabilities:
NOW deposits $ 34,026 103 0.40 $ 25,411 85 0.45
Regular money market
deposits 432,315 2,186 0.68 504,081 1,900 0.50
Bonus money market deposits 816,281 4,546 0.74 739,726 2,784 0.50
Time deposits 296,320 1,416 0.64 333,986 1,507 0.60
Federal funds purchased and
securities sold under
agreement to repurchase 32,326 866 3.58 � � �
Contingently convertible debt 147,072 708 0.64 146,137 707 0.65
Junior subordinated debentures 49,231 1,650 4.48 49,329 1,062 2.88
Other borrowings 10,499 254 3.23 18,568 430 3.09
Total interest-bearing
liabilities 1,818,070 11,729 0.86 1,817,238 8,475 0.62
Portion of noninterest-bearing
funding sources 2,836,266 2,423,387
Total funding sources 4,654,336 11,729 0.33 4,240,625 8,475 0.27

Noninterest-bearing funding
sources:
Demand deposits 2,597,452 2,220,674
Other liabilities 111,426 98,288
Minority interest in capital of
consolidated affiliates 87,957 55,077
Stockholders� equity 536,274 482,534

(2,836,266) (2,423,387)
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Portion used to fund interest-
earning assets
Total liabilities, minority
interest and stockholders�
equity $ 5,151,179 $ 4,673,811

Net interest income and
margin $ 220,639 6.34% $ 165,204 5.20%

Total deposits $ 4,176,394 $ 3,823,878

(1)  Includes average interest-bearing deposits in other financial institutions of $18.7 million and $9.0 for the nine
months ended September 30, 2005 and 2004, respectively.

(2)  Interest income on non-taxable investments is presented on a fully taxable-equivalent basis using the federal
statutory income tax rate of 35.0% in 2005 and 2004.  The tax equivalent adjustments were $1.5 million and $2.1
million for the nine months ended September 30, 2005 and 2004, respectively.

(3)  Average equity investments of $154.6 million and $130.5 million (as restated) for the nine months ended
September 30, 2005 and 2004, respectively, were reclassified to other assets as they were noninterest-yielding.
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Net interest income is affected by changes in the amount and mix of interest-earning assets and interest-bearing liabilities, referred to as �volume
change.�  Net interest income is also affected by changes in yields earned on interest-earning assets and rates paid on interest-bearing liabilities,
referred to as �rate change.� The following table sets forth changes in interest income and interest expense for each major category of
interest-earning assets and interest-bearing liabilities. The table also reflects the amount of simultaneous change attributable to both volumes and
rates for the periods indicated. For this table, changes that are not solely due to either volume or rate are allocated in proportion to the percentage
changes in average volume and average rate. Changes relating to investments in non-taxable municipal securities are presented on a fully
taxable-equivalent basis using the federal statutory rate of 35.0% in 2005 and 2004.

2005 Compared to 2004 2005 Compared to 2004
Three months ended September 30,

Increase (Decrease)
Due to Change in

Nine months ended September 30,
Increase (Decrease)
Due to Change in

(Dollars in thousands) Volume Rate Total Volume Rate Total

Interest income:
Federal funds sold and securities
purchased under agreement to resell
and other short-term investment
securities $ (1,191) $ 1,552 $ 361 $ (3,412) $ 5,067 $ 1,655
Investment securities 1,548 822 2,370 9,208 3,053 12,261
Loans 9,684 7,448 17,132 25,137 19,636 44,773
Increase (decrease) in interest
income 10,041 9,822 19,863 30,933 27,756 58,689

Interest expense:
NOW deposits 7 (7) � 27 (9) 18
Regular money market deposits (234) 306 72 (298) 584 286
Bonus money market deposits 161 777 938 312 1,450 1,762
Time deposits (34) 28 (6) (177) 86 (91)
Federal funds purchased and
securities sold under agreement to
repurchase 802 � 802 866 � 866
Contingently convertible debt 2 � 2 4 (3) 1
Junior subordinated debentures 9 220 229 (2) 590 588
Other borrowings (56) 13 (43) (195) 19 (176)
(Decrease) increase in interest
expense 657 1,337 1,994 537 2,717 3,254
Increase in net interest income $ 9,384 $ 8,485 $ 17,869 $ 30,396 $ 25,039 $ 55,435

Three Months ended September 30, 2005 Compared to Three Months ended September 30, 2004

Net Interest Income

Net interest income, on a fully taxable-equivalent basis, totaled $78.5 million for the three months ended September 30, 2005, an increase of
$17.9 million, or 29.5% from the comparable 2004 period. The increase in net interest income was the result of a $19.9 million increase in
interest income, offset by a $2.0 million increase in interest expense.

Interest Income - Net Increase in Interest-Earning Assets (Volume Variance)
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The $19.9 million increase in interest income, on a fully taxable-equivalent basis, was partially due to a $10.0 million favorable volume
variance. The favorable volume variance resulted from a $362.2 million, or 8.2% increase, in average interest-earning assets. Increases in our
sources of funding, largely deposits, were the main contributors to the increase in average interest-earning assets. Average deposits increased
due to an improved venture capital funding environment and a general improvement in business conditions for many of our clients. This increase
in average interest-earning assets was primarily centered in loans and investment securities, which collectively increased $585.4 million. This
increase was partially offset by a decrease in federal funds sold, securities purchased under agreement to resell and other short-term investments
of $223.3 million.

Average investment securities increased by $150.9 million, resulting in a $1.5 million favorable volume variance. In particular, mortgage-backed
securities and collateralized mortgage obligations increased by $95.5 million. We estimated the duration of the total investment portfolio at
September 30, 2005 to be 2.5 years, compared to 2.8 years at September 30, 2004.

In addition, average loans increased by $434.6 million resulting in a $9.7 million favorable volume variance. The volume variance is largely
driven by growth in our commercial loan category, which represented $392.8 million of the increase, followed by smaller increases in the real
estate and consumer loan categories. The increase in average loans reflects an improvement in economic activity and in the markets served by
us. Our loan yield in the three months ended September 30, 2005 included $1.3 million from accretion of warrant loan fees as compared to $1.4
million in
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the three months ended September 30, 2004.

Average federal funds sold, securities purchased under agreement to resell and other short-term investment securities for the three months ended
September 30, 2005 decreased, resulting in a $1.2 million unfavorable volume variance. The decrease was mainly due to our shifting funds into
our loan and taxable investment portfolios.

Interest Income - Change in Market Interest Rates and Shift in Investment Portfolio Mix (Rate Variance)

Favorable rate variances associated with each component of interest earning assets caused a $9.8 million increase in interest income.  The yield
on average interest-earning assets increased 120 basis points overall, largely driven by higher yields generated by loans and total investment
securities. The increase in yields on interest-earning assets was primarily caused by:

�  a shift in the loan portfolio mix,

�  a shift in the average investment portfolio mix,

�  an increase in our weighted-average prime lending rate, and

�  an increase in short-term market rates.

The average yield on taxable investment securities for the three months ended September 30, 2005 increased 16 basis points to 4.40% from
4.24% in the comparable prior year period, causing a $0.8 million favorable rate variance associated with our average investment securities. This
was primarily due to a shift in the composition of a portion of the investment portfolio to relatively higher-yielding, mortgage-backed securities
and collateralized mortgage obligations.

We realized a $7.4 million favorable rate variance associated with our loan portfolio, largely driven by higher yields from loans. The increase in
loan yields was partially attributable to a shift in the composition of the loan portfolio to higher-yielding, asset-based lending and accounts
receivable factoring products, which, on an average balance basis, increased by approximately 27.4% in the third quarter of 2005 compared to
the third quarter of 2004. In addition, on February 3, 2005, March 23, 2005, May 4, 2005, July 1, 2005, August 10, 2005 and again, on
September 21, 2005, we increased our prime lending rate, each time by 25 basis points, bringing our prime rate to 6.75%, in response to
increases in short-term market interest rates. Our weighted-average prime lending rate increased to 6.41% in the third quarter of 2005 from
4.41% in the 2004 third quarter. As of September 30, 2005, approximately 74.8%, or $2.0 billion of our total loan portfolio, were variable rate
loans and would reprice with an increase in our prime lending rate.

In addition, we realized a $1.6 million favorable rate variance associated with federal funds sold, securities under agreement to resell and other
short-term investment securities. The aforementioned increases in short-term market interest rates were largely responsible for this favorable rate
variance.
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Many elements of our interest-earning assets are extremely interest rate sensitive, thus we expect that any future increase in market interest rates
will be incremental to our earnings.

Interest Expense

Total interest expense for the three months ended September 30, 2005 increased by $2.0 million, largely due to unfavorable rate variance of $1.3
million associated with an increase in interest expense related to money market deposits and an unfavorable volume variance of $0.7 million
associated with federal funds purchased and securities sold under agreement to repurchase.

The average cost of funds paid in the three months ended September 30, 2005 was 0.41%, compared to 0.26% for the three months ended
September 30, 2004. The increase in deposit rates resulted from our decision to increase rates for interest-bearing  deposit accounts, in response
to recent increases in short term market interest rates.

During the three month period ended September 30, 2005, the average balance of federal funds purchased and securities sold under agreement to
repurchase was $88.1 million and the average interest rate during that period was 3.61%.

Nine Months ended September 30, 2005 Compared to Nine Months ended September 30, 2004

Net Interest Income

Net interest income, on a fully taxable-equivalent basis, totaled $220.6 million for the nine months ended September 30, 2005, an increase of
$55.4 million, or 33.6% from the comparable 2004 period. The increase in net interest income was the result of a $58.7 million increase in
interest income and slightly offset by a $3.3 million increase in interest expense.

Interest Income - Net Increase in Interest-Earning Assets (Volume Variance)

The $58.7 million increase in interest income, on a fully taxable-equivalent basis, was partially due to the result of a $30.9 million favorable
volume variance. The favorable volume variance resulted from a $413.7 million, or 9.8% increase, in average interest-earning assets. Increases
in our sources of funding, largely non-interest bearing funding sources, were the main contributors to the increase in average interest-earning
assets. Average deposits increased due to an improved venture capital funding environment and a general improvement in business conditions
for many of our clients. This increase was primarily centered in loans and taxable investment securities, which collectively increased $742.4
million. This increase was partially offset by a decrease in federal funds sold, securities purchased under agreement to resell and other short-term
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investments of $283.1 million.

Average investment securities increased by $303.9 million, resulting in a $9.2 million favorable volume variance. In particular, mortgage-backed
securities and collateralized mortgage obligations increased by $247.2 million. We estimated the duration of the total investment portfolio at
September 30, 2005 to be 2.5 years, compared to 2.8 years at September 30, 2004.

In addition, average loans increased by $392.9 million resulting in a $25.1 million favorable volume variance. The volume variance is largely
driven by growth in our commercial loan category, which represented $322.9 million of the increase, followed by smaller increases in the real
estate and consumer loan categories. The increase in average loans reflects an improvement in economic activity and in the markets served by
us. Our strategy is to grow average loans modestly throughout fourth quarter of 2005. Our loan yield in the nine months ended September 30,
2005 included $4.8 million from accretion of warrant loan fees as compared to $4.0 million in the nine months ended September 30, 2004.

Average federal funds sold and securities purchased under agreement to resell and other short-term investment securities for the nine months
ended September 30, 2005 decreased by $283.1 million, resulting in a $3.4 million unfavorable volume variance. The decrease was mainly due
to our shifting funds into our loan and investment portfolios.

Interest Income - Change in Market Interest Rates and Shift in Investment Portfolio Mix (Rate Variance)

Favorable rate variances associated with each component of interest earning assets caused a $27.8 million increase in interest income.  The yield
on average interest-earning assets increased 120 basis points overall, largely driven by higher yields generated by average taxable investment
securities and loans. The increase in yields on interest-earning assets was primarily caused by:

�  a shift in the loan portfolio mix,

�  a shift in the average investment portfolio mix,

�  an increase in our weighted-average prime lending rate, and

�  an increase in short-term market rates.

The average yield on taxable investment securities for the nine months ended September 30, 2005 increased 19 basis points to 4.43% from
4.24% in the comparable prior year period, causing a $3.1 million favorable rate variance associated with our average investment securities. This
was primarily due to a shift in the composition of a portion of the investment portfolio to relatively higher-yielding, mortgage-backed securities
and collateralized mortgage obligations.

We realized a $19.6 million favorable rate variance associated with our loan portfolio, largely driven by higher yields from loans. The increase
in loan yields was partially attributable to a shift in the composition of the loan portfolio to higher-yielding, asset-based lending and accounts
receivable factoring products, which, on an average balance basis, increased by approximately 41.9% in the first nine months of 2005 compared
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to the first nine months of 2004. In addition, on February 3, 2005, March 23, 2005, May 4, 2005, July 1, 2005, August 10, 2005, and again, on
September 21, 2005, we increased our prime lending rate, each time by 25 basis points, bringing our prime rate to 6.75%, in response to
increases in short-term market interest rates. Our weighted-average prime lending rate increased to 5.92% in the first nine months of 2005 from
4.14% in the first nine months of 2004. As of September 30, 2005, approximately 74.8%, or $2.0 billion of our total loan portfolio, were variable
rate loans and would reprice with an increase in our prime lending rate.

In addition, we realized a $5.1 million favorable rate variance associated with federal funds sold, securities under agreement to resell and other
short-term investment securities. The aforementioned increases in short-term market interest rates were largely responsible for this favorable rate
variance.

Interest Expense

Total interest expense for the nine months ended September 30, 2005 increased by $3.3 million largely due to unfavorable rate variance of $2.0
million from an increase in interest expense related to money market deposits and an unfavorable volume variance of $0.9 million associated
with federal funds purchased and securities sold under agreement to repurchase.

The average cost of funds paid increased 6 basis points in the nine months ended September 30, 2005 to 0.33%, changed from 0.27% for the
nine months ended September 30, 2004. The increase in deposit rates resulted from our decision to increase rates for interest-bearing deposit
accounts in response to recent increases in short term market interest rates.

During the nine month period ended September 30, 2005 the average balance of federal funds purchased and securities sold under agreement to
repurchase was $32.3 million and the average interest rate during the period was 3.58%.

Provision for (Recovery of) Loan and Lease Losses

The provision for loan and lease losses is based on our evaluation of the adequacy of the existing allowance for loan and lease losses in relation
to total loans, and on our periodic assessment of the inherent and identified risk dynamics of the loan portfolio resulting from reviews of selected
individual loans and loan commitments.
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Three Months ended September 30, 2005 Compared to Three Months ended September 30, 2004

We recorded a provision for loan and lease losses of $1.4 million for the three months ended September 30, 2005, compared to a recovery of
loan and lease losses of $1.4 million for the comparable three month period a year ago.

We incurred net charge-offs of approximately $2.9 million for the three months ended September 30, 2005 compared to net charge-offs of $0.1
million for the three months ended September 30, 2004.

Nine Months ended September 30, 2005 Compared to Nine Months ended September 30, 2004

We recorded a provision for loan and lease losses of $1.6 million for the nine months ended September 30, 2005, compared to $6.9 million for
the comparable period a year ago.

We incurred net charge offs of approximately $1.1 million for the nine months ended September 30, 2005 compared to net recoveries of $0.5
million for the nine months ended September 30, 2004, respectively. Credit quality remained strong with nonperforming loans at 0.51% of total
gross loans. See �Financial Condition - Credit Quality and the Allowance for Loan and Lease Losses� for additional related discussion.

Noninterest Income
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The following table summarizes the components of noninterest income for the three months and nine months ended September 30, 2005 and
2004, and the percent changes from period to period:

For the three months
ended September 30, %

For the nine months
ended September 30, %

(Dollars in thousands) 2005 2004 Change 2005 2004 Change
(As

Restated) (As Restated)

Client investment fees $ 8,700 $ 6,955 25.1% $ 23,901 $ 19,622 21.8%
Letter of credit and standby letter of
credit income 4,429 2,280 94.3 9,222 7,294 26.4
Corporate finance fees 2,990 3,020 (1.0) 14,739 18,161 (18.8)
Deposit service charges 2,435 3,187 (23.6) 7,317 10,595 (30.9)
Gains (losses) on derivative
instruments, net 1,236 2,388 (48.2) 15,377 8,546 79.9
Gains (losses) on investment
securities, net 1,301 (189) (788.4) 872 2,035 (57.1)
Other 3,502 3,304 6.0 8,438 9,087 (7.1)
Total noninterest income $ 24,593 $ 20,945 17.4 $ 79,866 $ 75,340 6.0
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We offer client directed investment assets, sweep products, and asset management services on which we earn fees. The following table
summarizes client investment funds in client directed investment assets, sweep products, and client investment assets under management as of
September 30, 2005 and 2004:

(Dollars in millions)

At
September 30,

2005

At
September 30,

2004
Client investment funds:
Client directed investment assets $ 8,419 $ 7,211
Sweep money market funds 1,663 1,129
Client investment assets under management 3,740 2,338
Total client investment funds(1) $ 13,822 $ 10,678

(1) Client funds maintained at third party financial institutions.

Total client investment funds were $13.8 billion at September 30, 2005, compared to $10.7 billion at September 30, 2004, an increase of $3.1
billion, or 29.4%. As of September 30, 2005, SVB Asset Management accounted for $3.7 billion, or 27.1%, of the total client investment funds.
Mutual fund products totaled $7.1 billion and $6.1 billion at both September 30, 2005 and 2004, respectively.

The following table summarizes the components of gains (losses) on derivative instruments for the three and nine months ended September 30,
2005 and 2004, and the percent changes from period to period:

For the three months ended
September 30, %

For the nine months ended
September 30, %

(Dollars in thousands) 2005 2004 Change 2005 2004 Change
(As Restated) (As Restated)

Foreign exchange forwards $ 3,082 $ 3,414 (9.7)% $ 14,693 $ 9,939 47.8%
Equity warrant assets change in
fair value:
Cancellations and expirations (1,875) (1,295) 44.8% (2,694) (1,781) 51.3%
Change in underlying
assumption used to value 29 269 (89.2)% 3,378 388 770.6%

Total gains (losses) on
derivatives instruments $ 1,236 $ 2,388 (48.2)% $ 15,377 $ 8,546 79.9%

The change in fair value of equity warrant assets is primarily attributed to the changes in the value of the underlying assumptions used to value
the equity warrants including: changes in the risk-free interest rate, changes in the underlying value of the client companies stock, changes in the
volatility of market comparable public companies and changes in the expected life.
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The following table presents the components of gains and losses on investment securities, for the three months and nine months ended
September 30, 2005 and 2004.

For the three months ended For the nine months ended

(Dollars in thousands)
September 30,

2005
September 30,

2004
September 30,

2005
September 30,

2004
(As Restated) (As Restated)

Gross gains on investment securities:
Available-for-sale securities, at fair value $ 173 $ 417 $ 173 $ 1,533
Marketable securities (investment company fair
value accounting): 1,602 159 1,602 159
Non-marketable securities (investment company
fair value accounting):
Venture capital fund investments 2,219 1,594 7,121 4,235
Other private equity investments 6 422 973 2,523
Non-marketable securities (cost method
accounting):
Venture capital fund investments 289 85 816 204
Other private equity investments � � 171 888
Non-marketable securities (fair value accounting):
Total gross gains on investment securities 4,289 2,677 10,856 9,542
Gross losses on investment securities:
Available-for-sale securities, at fair value � (172) (2,274) (160)
Marketable securities (investment company
accounting): � (207) � (207)
Non-marketable securities (investment company
fair value accounting):
Venture capital fund investments (1,450) (1,005) (2,903) (3,194)
Other private equity investments (479) (573) (530) (1,935)
Other investments (425) (286) (425) (286)
Non-marketable securities (cost method
accounting):
Venture capital fund investments (634) (378) (3,379) (1,315)
Other private equity investments � (245) (473) (410)
Non-marketable securities (fair value accounting):
Total gross losses on investment securities (2,988) (2,866) (9,984) (7,507)
Net gains (losses) on investment securities $ 1,301 $ (189) $ 872 $ 2,035

Net gains (losses) on investment securities during the three months ended September 30, 2005 and 2004 were $1.3 million and $0.2 million,
respectively, an improvement of $1.5 million or 788.4%.  Gains (losses) on investment securities for the three months ended September 30, 2005
were concentrated in our managed funds of funds, our managed venture capital fund, and direct equity investments. We expect continued
variability in the performance of our investment securities portfolios.

Three Months ended September 30, 2005 Compared to Three Months ended September 30, 2004

Client investment fee income for the three months ended September 30, 2005 of $8.7 million was $1.7 million higher than $7.0 million for the
three months ended September 30, 2004. The increased income in the three months ended September 30, 2005 as compared to September 30,
2004 was largely attributable to the growth in client investment funds generating this income.
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Our fees, calculated on client average balances, ranged from 5 to 74 basis points as of September 30, 2005, compared to a range of 9 to 72 basis
points as of September 30, 2004.

Letter of credit and standby letter of credit income for the three months ended September 30, 2005 were $4.4 million, compared to $2.3 million
at September 30, 2004, an increase of $2.1 million, or 94.3% more than for the three months ended September 30, 2004.

Deposit services for the three months ended September 30, 2005 were $2.4 million, compared to $3.2 million at September 30, 2004, a decrease
of $0.8 million, or 23.6% lower, than for the three months ended September 30, 2004. Clients compensate us for depository services, either
through earnings credits computed on their demand deposit balances, or via explicit payments that we recognize as deposit service charge
income. Earnings credits are calculated using client average daily deposit balances, less a reserve requirement and a discounted U.S. Treasury
bill interest rate. Clients received higher earnings credit in the three months ended September 30, 2005 compared to the respective prior year
period due to increased short-term market interest rates in the third quarter
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of 2005, resulting in additional credits to offset deposit service charges.

Nine Months ended September 30, 2005 Compared to Nine Months ended September 30, 2004

Client investment fee income for the nine months ended September 30, 2005 of $23.9 million was $4.3 million higher than $19.6 million for the
nine months ended September 30, 2004. The increased income in the nine months ended September 30, 2005 as compared to September 30,
2004 was largely attributable to the growth in client investment funds.

Corporate finance fees for the nine months ended September 30, 2005 were $14.7 million, compared to $18.2 million at September 30, 2004, a
decrease of $3.4 million, or 18.8% lower, than for the nine months ended September 30, 2004. SVB Alliant�s business is highly variable, thus we
expect significant changes in corporate finance fees from period to period.

Letter of credit and standby letter of credit income for the nine months ended September 30, 2005 were $9.2 million, compared to $7.3 million at
September 30, 2004, an increase of $1.9 million higher than for the nine months ended September 30, 2004.

Deposit services for the nine months ended September 30, 2005 were $7.3 million, compared to $10.6 million at September 30, 2004, a decrease
of $3.3 million. Clients compensate us for depository services, either through earnings credits computed on their demand deposit balances, or via
explicit payments that we recognize as deposit service charge income. Earnings credits are calculated using client average daily deposit
balances, less a reserve requirement and a discounted U.S. Treasury bill interest rate. Clients received higher earnings credit in the nine months
ended September 30, 2005 compared to the respective prior year period due to increased short-term market interest rates in the first nine months
of 2005, resulting in additional credits to offset deposit service charges.
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Noninterest Expense
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The following table presents the detail of noninterest expense including the percent change in noninterest expense for the current year periods
compared to the prior year periods:

For the three months ended
September 30, %

For the nine months ended
September 30, %

(Dollars in thousands) 2005 2004 Change 2005 2004 Change
(As Restated) (As Restated)

Compensation and benefits $ 37,796 $ 36,461 3.7% $ 122,344 $ 110,541 10.7%
Professional services 6,336 4,967 27.6 17,059 13,182 29.4
Net occupancy 3,633 4,590 (20.8) 12,506 13,856 (9.7)
Furniture and equipment 3,278 3,067 6.9 9,297 9,426 (1.4)
Business development and
travel 2,748 2,654 3.5 7,540 6,825 10.5
Correspondent bank fees 1,429 1,407 1.6 4,125 3,931 4.9
Data processing services 1,098 735 49.4 3,063 2,609 17.4
Telephone 894 856 4.4 2,844 2,540 12.0
Provision for (reduction of)
unfunded credit commitments 1,508 (1,856) (181.3) 249 526 (52.7)
Other 3,263 5,582 (41.5) 10,096 13,208 (23.6)
Total noninterest expense $ 61,983 $ 58,463 6.0 $ 189,123 $ 176,644 7.1

Three Months ended September 30, 2005 Compared to Three Months ended September 30, 2004

The increase in compensation and benefits expense of $1.3 million was primarily due to an increase in equity based compensation expense of
$1.3 million, to $2.0 million for the three months ended September 30, 2005, compared to $0.7 million for the comparable prior year period.
This increase reflects our increased use of restricted stock and restricted stock units, in lieu of stock options, as components of our employee
compensation structure, as we transition our equity-based compensation programs. Compensation and benefits expense also increased due to
payroll and benefit expenses caused by an increase in FTE, partially offset by a decrease of employee stock ownership plan expense.

Employee stock ownership plan expense decreased by $0.7 million, or 28.0%, to $1.8 million for the 2005 third quarter, compared to $2.5
million for the 2004 third quarter.

Professional service expense totaled $6.3 million for the three months ended September 30, 2005, an increase of $1.4 million as compared to
$5.0 million for the three months ended September 30, 2004. The primary components of this net increase were associated with commitment of
resources to accomplish and maintain compliance with the Sarbanes-Oxley Act of 2002 and the restatement of the Company�s financial
statements.

Nine Months ended September 30, 2005 Compared to Nine Months ended September 30, 2004

The increase in compensation and benefits expense of $11.8 million was primarily due to an increase in salaries and wages expense of $5.1
million, or 8.5%, to $64.9 million for the nine months ended September 30, 2005, compared to $59.8 million for the comparable prior year
period. The increase in salaries and wages is largely attributable to an increase in average full-time equivalent (FTE) personnel and higher rates
of employee salaries and wages. FTE personnel were 1,030 for the third quarter of 2005, a slight increase from 1,019 FTE personnel for the third
quarter of 2004.
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Equity-based compensation increased by $4.1 million, or 292.9%, to $5.5 million for the first nine months of 2005, compared to $1.4 million for
the first nine months of 2004. This increase reflects our increased use of restricted stock and restricted stock units, in lieu of stock options, as
components of our employee compensation structure, as we transition our equity-based compensation programs.

Employee stock ownership plan expense increased by $0.3 million, or 6.8%, to $4.7 million for the first nine months of 2005, compared to $4.4
million for the first nine months of 2004.

Professional service expense totaled $17.1 million for the nine months ended September 30, 2005, an increase of $3.9 million as compared to
$13.2 million for the nine months ended September 30, 2004. The primary components of this net increase were associated with commitment of
resources to document, enhance and audit internal controls to accomplish and maintain compliance with the Sarbanes-Oxley Act of 2002 and the
independent audit thereof, the commitment of resources to amend and restate our Form 10-K for the year ended December 31, 2004, and
expenses associated with certain IT development projects.
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Minority Interest in Net (Gains) Losses of Consolidated Affiliates
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Investment gains or losses related to our managed funds, (see Note 5. Investment Securities), are included in noninterest income. Minority
interest in the net gains or losses of these consolidated managed funds primarily represents net investment gains or losses and management fees
expenses attributable to the minority interest holders in these managed funds.

The increase in net minority interest gains from the third quarter of 2004 to the third quarter of 2005 is primarily attributable to higher returns
from our managed funds. Net minority interest gains in the first nine months of 2005 were $0.1 million less than the nine months ended
September 30, 2004.

(Dollars in thousands)

For the three months
ended

September 30, 2005

For the three months
ended

September 30, 2004

For the nine months
ended

September 30, 2005
For the nine months ended

September 30, 2004
Minority interest in net (gains)
losses of consolidated affiliates $ (1,281) $ (2) $  (468) $ (550)

Income Taxes
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Our effective tax rate was 39.3% for the third quarter ended September 30, 2005, compared with 35.7% for the third quarter ended September
30, 2004.  The increase in our effective tax rate was primarily attributable to a lower impact of our tax-advantaged investments on the overall
pro-tax income.

The Company�s effective tax rate for the first nine months of 2005 was 39.7% compared to 36.8% for the first nine months of 2004.  The lower
rate in the first nine months of 2004 was primarily attributable to a higher impact of our tax-advantaged investments on the overall pre-tax
income.

Operating Segment Results
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Our primary source of revenue is from net interest income. Accordingly, our segments are reported using net interest income. We also evaluate
performance based on noninterest income and noninterest expense, which are presented as components of segment operating profit or loss. We
do not allocate income taxes to our segments. Additionally, our management reporting model is predicated on average asset balances therefore,
it is not possible to provide period end asset balances for segment reporting purposes. Our segment information at and for the three months
ended September 30, 2005 and 2004 are as follows:

Commercial Banking

Third quarter ended September 30, 2005 compared to third quarter ended September 30, 2004

Net Income (Loss) Before Taxes
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Commercial Banking�s income before income taxes for the third quarter ended September 30, 2005 of $32.7 million represented an increase of
$13.7 million, or 71.6%, from $19.1 million for the same period a year ago. This increase was the net result of higher revenues of $18.9 million,
offset by higher noninterest expenses of $2.3 million, and a higher provision for loan and lease losses of $2.9 million. The higher revenues were
comprised of higher net interest income of $15.9 million and higher noninterest income of $2.9 million.

Net interest income of $59.2 million for the third quarter ended September 30, 2005 increased $15.9 million, or 36.8%, from $43.2 million for
the same period a year ago. Higher loans and deposit volumes along with higher interest rates drove this increase.

Noninterest income of $20.4 million for third quarter ended September 30, 2005 increased $2.9 million, or 16.9%, from $17.4 million for the
same period a year ago. This increase in noninterest income was primarily driven by increased cash management investment and sweep fees of
$1.6 million, and increased cash warrant income of $1.0 million, partially offset by decreased cash management account fees of $0.8 million.

Noninterest expense of $43.9 million for the third quarter ended September 30, 2005 increased $2.3 million, or 5.5%, from $41.6 million for the
same period a year ago. The increase in direct noninterest expense was primarily driven by expense related to compensation and benefits.
Specifically, base compensation increased $0.7 million, and incentive compensation increased $0.7 million. Noninterest expenses related to units
supporting Commercial Bank activities were also allocated to Commercial Bank. Increases in stock based compensation, and professional
services related to the support units contributed to the expense increase.
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Financial Condition

Commercial Banking had an increase in average deposits of $94.2 million, or 2.9%, and an increase in average loans of $421.7 million, or
25.0%, during the third quarter ended September 30, 2005 compared to the same period a year ago. The loan products with the largest growth
were core commercial, which grew by $259.0 million, and asset-based lending, which grew by $106.1 million. The increase in average deposits
and average loans reflect an improved funding environment for our venture capital-backed commercial clients and other market factors.
Additionally, we are engaged in various marketing initiatives to attract and retain commercial clients at all stages of growth.

Nine months ended September 30, 2005 compared to nine months ended September 30, 2004

Net Income (Loss) Before Taxes

Commercial Banking�s income before income taxes for the nine months ended September 30, 2005 of $95.2 million represented an increase of
$40.2 million, or 73.0%, from $55.0 million for the same period a year ago. This increase was the net result of higher revenues of $49.4 million,
offset by higher noninterest expenses of $9.4 million. The higher revenues were comprised of higher net interest income of $43.8 million and
higher noninterest income of $5.6 million.

Net interest income of $164.8 million for the nine months ended September 30, 2005 increased $43.8 million, or 36.3%, from $120.9 million for
the same period a year ago. Higher loans and deposit volumes along with higher interest rates drove this increase.

Recovery of provision for loan and lease losses of $0.2 million for the nine months ended September 30, 2005 represented a net change of
approximately $0.1 million from $0.1 million for the same period a year ago.

Noninterest income of $61.8 million for the nine months ended September 30, 2005 increased $5.6 million, or 10.0%, from $56.2 million for the
same period a year ago. This increase in noninterest income was primarily driven by increased cash management sweep fees of $3.0 million,
increased international fee income of $2.8 million, increased cash warrant income of $2.0 million, partially offset by decreased cash
management account fees of $3.4 million.

Noninterest expense of $131.6 million for the nine months ended September 30, 2005 increased $9.4 million, or 7.7%, from $122.3 million for
the same period a year ago. The increase in direct noninterest expense was primarily driven by expense related to compensation and benefits.
Specifically, base compensation increased $2.1 million, and incentive compensation increased $1.8 million. Noninterest expenses related to units
supporting Commercial Bank activities were also allocated to Commercial Bank. Increases in base compensation, stock based compensation,
and professional services related to the support units contributed to the expense increase.

Financial Condition
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Commercial Banking had an increase in average deposits of $203.6 million, or 6.4%, and an increase in average loans of $372.1 million, or
23.4%, during the nine months ended September 30, 2005 compared to the same period a year ago. The loan products with the largest growth
were core commercial, which grew by $156.7 million, and asset-based lending, which grew by $149.9 million. The increase in average deposits
and average loans reflect an improved funding environment for our venture capital-backed commercial clients and other market factors.
Additionally, we are engaged in various marketing initiatives to attract and retain commercial clients at all stages of growth.

SVB Capital

Third quarter ended September 30, 2005 compared to third quarter ended September 30, 2004

Net Income (Loss) Before Taxes

SVB Capital�s income (loss) before income taxes for the third quarter ended September 30, 2005 of $2.5 million represented an increase of $3.1
million, or 524.12%, from $(0.6) million for the same period a year ago. This increase was the net result of higher revenues of $3.7 million,
offset by higher noninterest expenses of $0.3 million. The higher revenues were comprised of higher net interest income of $3.1 million and
higher noninterest income of $0.4 million.

Net interest income of $5.9 million for the third quarter ended September 30, 2005 increased $3.1 million, or 109.1%, from $2.8 million for the
same period a year ago. Higher deposit volumes along with higher interest rates drove this increase.

Noninterest income of $1.5 million for third quarter ended September 30, 2005 increased $0.4 million, or 35.5%, from $1.1 million for the same
period a year ago. The increase was primarily a result of increased international fees of $0.2 million, and increased cash management investment
fees of $0.2 million.

Noninterest expense of $4.9 million for the third quarter ended September 30, 2005 increased $0.3 million, or 7.2%, from $4.5 million for the
same period a year ago. Noninterest expenses related to units supporting SVB Capital activities were allocated to SVB Capital. Increases in
stock based compensation, and professional services related to the support units contributed to the expense increase.
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Financial Condition

SVB Capital had an increase in average deposits of $133.7 million, or 25.1%, and a decrease in average loans of $31.6 million, or 42.4%, during
the third quarter ended September 30, 2005 compared to the same period a year ago. The increase in average deposits reflect an improved
funding environment for our venture capital-backed commercial clients and other market factors. Additionally, we are engaged in various
marketing initiatives to attract and retain commercial clients at all stages of growth.

Nine months ended September 30, 2005 compared to nine months ended September 30, 2004

Net Income (Loss) Before Taxes

SVB Capital�s income (loss) before income taxes for the nine months ended September 30, 2005 of $7.4 million represented an increase of $8.8
million, or 635.4%, from $(1.4) million for the same period a year ago. This increase was the net result of higher revenues of $10.9 million,
offset by higher noninterest expenses of $2.1 million. The higher revenues were comprised of higher net interest income of $7.0 million and
higher noninterest income of $3.8 million.

Net interest income of $14.9 million for the nine months ended September 30, 2005 increased $7.0 million, or 89.6%, from $7.8 million for the
same period a year ago. Higher deposit volumes along with higher interest rates drove this increase.

Noninterest income of $6.8 million for nine months ended September 30, 2005 increased $3.8 million, or 129.1%, from $3.0 million for the
same period a year ago. The increase was primarily a result of gains on securities net of minority interest, and increased fund management fees.
The gains were related to SVB Financial�s distributions from venture fund investments, compared to a loss for the same period a year ago.
Investment gains or losses related to our managed funds, (see Note 5 Investment Securities), are included in our consolidated noninterest
income. Minority interest in the net gains or losses of these consolidated managed funds primarily represent net investment gains or losses and
management fees expense attributable to the minority interest holders in these managed funds.

Noninterest expense of $14.3 million for the nine months ended September 30, 2005 increased $2.1 million, or 17.1%, from $12.2 million for
the same period a year ago. The increase in direct noninterest expense was primarily driven by expense related to compensation and benefits.
Specifically, stock based compensation increased $1.3 million, and incentive compensation increased $0.4 million. Noninterest expenses related
to units supporting SVB Capital activities were also allocated to SVB Capital. Increases in base compensation, stock based compensation, and
professional services related to the support units contributed to the expense increase.

Financial Condition

SVB Capital had an increase in average deposits of $125.5 million, or 24.8%, and decrease in average loans of $5.2 million, or 7.1%, during the
nine months ended September 30, 2005 compared to the same period a year ago. The increase in average deposits reflect an improved funding
environment for our venture capital-backed commercial clients and other market factors. Additionally, we are engaged in various marketing
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initiatives to attract and retain commercial clients at all stages of growth.

Other Business Services

The Other Business Services segment is principally comprised of Private Client Services, SVB Alliant and other business service units that are
not part of the Commercial Bank or SVB Capital segments. These segments do not meet the separate reporting thresholds as defined by SFAS
No. 131 and as such have been combined with other business service units for segment reporting purposes. The Other Business Services
segment also reflects those adjustments necessary to reconcile the results of operating segments based on the Company�s internal profitability
reporting process to the interim unaudited consolidated financial statements prepared in conformity with GAAP. The Private Client Services
group provides a wide range of credit services to high-net-worth individuals using both long-term secured and short-term unsecured lines of
credit. Those products and services include home equity lines of credit, secured lines of credit, restricted stock purchase loans, airplane loans,
and capital call lines of credit. SVB Alliant provides investment banking products and services including merger and acquisition services,
strategic alliances services, and specialized financial studies such as valuations and fairness opinions.

Net interest income of $13.1 million for the third quarter ended September 30, 2005 decreased $0.9 million, or 6.8%, from $14.0 million for the
same period a year ago. The decrease in net interest income is primarily attributed to a decrease of $1.1 million related to a decreased gap
between the funds transfer rates utilized for profitability reporting and the realized earnings on the investment portfolio. This was partly offset by
higher loans and deposit volumes for Private Client Services along with higher interest rates.

Net interest income of $39.4 million for the nine months ended September 30, 2005 increased $5.1 million, or 14.9%, from $34.3 million for the
same period a year ago. The increase in net interest income is primarily attributed to an increase of $4.0 million related to an increased gap
between the funds transfer rates utilized for profitability reporting and the realized earnings on the investment portfolio. Higher loans and
deposit volumes for Private Client Services along with higher interest rates also drove this increase.
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Consolidated Financial Condition
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Our total assets were $5.4 billion at September 30, 2005, an increase of $223.4 million, or 4.3%, compared to $5.1 billion at December 31,
2004.  The increase in our total assets was primarily concentrated in loans.

Federal Funds Sold, Securities Purchased Under Agreement to Resell and Other Short-Term Investments
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Federal funds sold, securities purchased under agreement to resell and other short-term securities totaled $177.4 million at September 30, 2005, a
decrease of $165.6 million, or 48.3%, compared to the $343.0 million outstanding at December 31, 2004. The decrease was caused by lower
short-term investment balances at September 30, 2005.

Investment Securities
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Investment securities totaled $2.2 billion at September 30, 2005, a slight increase of $80.7 million, or 3.9% from $2.1 billion in December 31,
2004.

The increase in certain market interest rates during the three months ended September 30, 2005 resulted in pre-tax unrealized losses on our
available-for-sale fixed income securities investment portfolio, of $25.3 million as of September 30, 2005.

Refer to our 2004 Form 10-K/A under �Part II. Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations -
Critical Accounting Policies� and �Part II. Item 8. Consolidated Financial Statements and Supplementary Data�Note 2. Significant Accounting
Policies�Investment Securities� for our accounting policies related to investment securities.

Loans
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Loans, net of unearned income, at September 30, 2005, totaled $2.6 billion, an increase of $330.1 million from the balance at December 31,
2004.  Our gross loans by industry niche as of September 30, 2005 and December 31, 2004 are as follows:

(Dollars in thousands) September 30, 2005 December 31, 2004
Technology $ 1,281,771 $ 1,044,906
Life science 240,153 232,654
Venture capital 349,678 306,939
Winery 326,040 329,812
Other (1) 461,123 412,647
Total gross loans $ 2,658,765 $ 2,326,958

(1)  At September 30, 2005, this balance is predominantly Private Client Services loans.  The balance also includes real estate, media and
religious niche loans, areas that we exited in 2002 but will continue to service until the loans are paid off.
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Credit Quality and the Allowance for Loan and Lease Losses
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For a description of the accounting policies related to the allowance for loan and lease losses, see �Part 1. Item 2. Management�s Discussion and
Analysis of Financial Condition and Results of Operations � Critical Accounting Policies� in our 2004 Form 10-K/A.

We realized $4.4 million and $1.5 million in gross loan charge-offs and recoveries, respectively, during the three months ended September 30,
2005. The gross charge-offs and recoveries for the third quarter ended September 30, 2005 represented a diverse portfolio of relatively small
loans.

Nonperforming assets consist of well-secured loans that are past due 90 days or more but are still accruing interest, and loans on nonaccrual
status. The decrease of nonperforming loans was primarily related to loans secured by real estate. Due to the quality of the related collateral, this
decrease in nonperforming loans did not result in a significant impact on the allowance for loan and lease losses at September 30, 2005. The
table below sets forth certain relationships between nonperforming assets and the allowance for loan and lease losses:
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(Dollars in thousands)
September 30,

2005
December 31,

2004
Nonperforming assets:
Loans past due 90 days or more $ � $ 616
Nonaccrual loans 13,482 14,322
Total nonperforming assets $ 13,482 $ 14,938

Nonperforming loans as a percentage of total gross loans 0.51% 0.64%
Nonperforming assets as a percentage of total assets 0.25% 0.29%

Allowance for loan and lease losses $ 34,863 $ 37,613
As a percentage of total gross loans 1.31% 1.62%
As a percentage of nonperforming assets 258.59% 251.79%

Derivatives

September 30, 2005 compared to December 31, 2004

Derivative assets are recorded as a component of other assets and liabilities and are comprised of the following:

(Dollars in thousands)
As of September

30, 2005
As of December 31,

2004 % change
Assets (liabilities):
Equity warrant assets $ 25,021 $ 28,928 (13.5)%
Foreign exchange forward and option contracts 2,309 (431) (635.7)%
Total $ 27,330 $ 28,497 (4.1)%

The fair value of equity warrant assets decreased by $3.9 million. The fair value related to exercise of equity warrant assets into equity securities
decreased by $1.9 million as of the dates of exercise, while $5.3 million in aggregate grant date fair value of new equity warrant assets was
added to the portfolio.  Additionally, the decrease in fair value of our equity warrant assets attributable to cancellations and expirations was $2.7
million. The remaining $4.6 million decrease was related to changes in the fair value of equity warrant assets attributable to changes in the
underlying assumptions used to value the equity warrants including: changes in the risk-free interest rate, changes in the underlying value of our
clients� company stock, changes in the volatility of share prices for comparable public companies, and changes in the expected life.

We enter into foreign exchange forward contracts with clients involved in international trade finance activities, either as the purchaser or seller
of foreign currency at a future date, depending upon the clients� need. We enter into an opposite way foreign exchange forward contract with a
correspondent bank to hedge these contracts, which mitigates the risk of fluctuations in foreign currency exchange rates, for each of the foreign
exchange forward contracts entered into with our clients. These contracts are short term in nature, typically expiring within one year. At
September 30, 2005 and December 31, 2004, the aggregate notional amounts of these contracts totaled $537.9 million and $525.4 million,
respectively. The maximum credit exposure for counter-party nonperformance for foreign exchange forward contracts with both clients and
correspondent banks amounted to $7.4 million at September 30, 2005 and $10.0 million at December 31, 2004. We have not experienced
nonperformance by a counter party and therefore have not incurred related losses. Further, we anticipate performance by all counter-parties to
such foreign exchange forward contracts.
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We enter into foreign currency option contracts with clients involved in international trade finance activities, either as the purchaser or seller of
foreign currency options, depending upon the clients� need. We enter into an opposite way foreign currency option contract with a correspondent
bank, which completely mitigates the risk of fluctuations in foreign currency exchange rates, for each of the currency option contracts entered
into with our clients. These contracts typically expire in less than one year. At September 30, 2005 and December 31, 2004, the aggregate
notional amounts of these contracts totaled $48.1 million and $13.5 million, respectively. We have not experienced nonperformance by a counter
party and therefore have not incurred related losses. Further, we anticipate performance by all counter-parties.
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Deposits
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Deposits increased by $72.6 million to $4.3 billion at September 30, 2005, compared to the balance at December 31, 2004. Noninterest-bearing
demand deposits remained stable from December 31, 2004, as a percentage of total deposits, at approximately 62.8%.

Liabilities
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Other liabilities at September 30, 2005 decreased from December 31, 2004, primarily due to a decrease in income taxes payable and accrued
incentive compensation.

Capital Resources
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Our management seeks to maintain adequate capital to support anticipated asset growth and credit risks, and to ensure that SVB Financial and
Silicon Valley Bank are in compliance with all regulatory capital guidelines. Our primary sources of new capital include the issuance of
common stock, as well as retained earnings.

Common Stock
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On January 27, 2005, we announced that our Board of Directors authorized the repurchase of up to an additional $75.0 million of common stock
under our stock repurchase program, in conjunction with the $160.0 million originally approved in May 2003. The additional $75.0 million of
shares may be repurchased at any time, at our discretion, before June 30, 2006, in the open market, through block trades or otherwise, pursuant
to applicable securities laws. Depending on market conditions, availability of funds, and other relevant factors, the repurchase of the additional
shares may be commenced or suspended at any time prior to June 30, 2006, without any prior notice.  Since May 2003 when the program was
approved by the Board of Directors, we have repurchased 6.4 million shares totaling $199.0 million as of September 30, 2005. The approximate
dollar value of shares that may still be repurchased under this program is $31.5 million.

We repurchased 90,000 shares of its common stock for $4.5 million in the third quarter of 2005 under the May 2003 stock repurchase program.

From time to time, we may implement a non-discretionary Rule 10b5-1 trading plan, under which the Company will automatically repurchase
shares of its common stock pursuant to a predetermined formula for a specified period of time.

Stockholders� Equity
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Stockholders� equity totaled $545.8 million at September 30, 2005, an increase of $3.9 million, or 0.7%, from the $541.9 million balance at
December 31, 2004. This increase was primarily the result of our net income in the nine months ended September 30, 2005 offset by our
initiative to repurchase our common stock during the period. We have not paid a cash dividend on our common stock since 1992, and we do not
have any material commitments for capital expenditures as of September 30, 2005. As of September 30, 2005, there were no plans for payment
of dividends.

Funds generated through retained earnings are a significant source of capital and liquidity, and are expected to continue to be so in the future.
Our management engages in a periodic capital planning process in an effort to make effective use of the capital available to us. The capital plan
considers capital needs for the foreseeable future and allocates capital to both existing business activities and expected future business activities.
Expected future activities for which capital is set aside include potential product expansions and acquisitions of new business lines.

Both SVB Financial and Silicon Valley Bank are subject to capital adequacy guidelines issued by the Federal Reserve Board. Under these
capital guidelines, the minimum total risk-based capital ratio and Tier 1 risk-based capital ratio requirements are 10.0% and 6.0%, respectively.

The Federal Reserve Board has also established minimum capital leverage ratio guidelines for state member banks. The ratio is determined using
Tier 1 capital divided by quarterly average total assets. The guidelines require a minimum of 5.0% for a well-capitalized depository institution.
For further information on risk-based capital and leverage ratios as defined by the Federal Reserve Board, see our 2004 Form 10-K/A, under
�Part I. Item 1. Business�Supervision and Regulation�Regulatory Capital.�

Both SVB Financial and Silicon Valley Bank�s capital ratios were in excess of regulatory guidelines for a well-capitalized depository institution
as of September 30, 2005, and December 31, 2004. Capital ratios for SVB Financial are set forth below:

September 30,
2005

December 31,
2004

SVB Financial:
Total risk-based capital ratio 14.53% 16.09%
Tier 1 risk-based capital ratio 12.16% 12.75%
Tier 1 leverage ratio 11.12% 11.17%

The decline in total risk-based capital and Tier 1 risk-based capital was due to the declining eligibility of the convertible bond as an element of
Tier 2 capital based on its remaining maturity, year-to-date repurchases of our common shares, and growth in risk weighted assets, particularly
loans, partially offset by year-to-date earnings.
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A part of the dividends paid in 2003 and the dividend paid in 2004 were in excess of the amount permitted under the California State
Department of Financial Institutions (DFI) guidelines. Therefore, SVB Financial was required by the DFI to return to Silicon Valley Bank a
portion the 2003 dividend and the 2004 dividend�the total amount returned totaled $28.4 million. At this time, Silicon Valley Bank must obtain
prior approval from the DFI before paying any further dividends to SVB Financial.

Liquidity
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An important objective of asset/liability management is to manage liquidity. The objective of liquidity management is to ensure that funds are
available in a timely manner to meet loan demand, to meet depositors� needs, and to service other liabilities as they become due without causing
an undue amount of cost or risk and without causing a disruption to normal operating conditions.

We regularly assess the amount and likelihood of projected funding requirements through a review of factors such as historical deposit volatility
and funding patterns, present and forecasted market and economic conditions, individual client funding needs, and existing and planned business
activities. Our asset/liability committee provides oversight to the liquidity management process and recommends policy guidelines, subject to
the approval of our Board of Directors, and courses of action to address our actual and projected liquidity needs.

The ability to attract a stable, low-cost deposit base is our primary source of liquidity. We continue to expand on opportunities to increase our
liquidity and take steps to carefully manage our liquidity. In 2002, we became a member of the Federal Home Loan Bank of San Francisco,
thereby adding to our liquidity channels.  Other sources of liquidity available to us include federal funds purchased, reverse repurchase
agreements, and other short-term borrowing arrangements. Our liquidity requirements can also be met through the use of our portfolio of liquid
assets. Our definition of liquid assets includes cash and cash equivalents in excess of the minimum levels necessary to carry out normal business
operations, federal funds sold, securities purchased under resale agreements, investment securities maturing within six months, investment
securities eligible and available for financing or pledging purposes with a maturity in excess of six months, and anticipated near-term cash flows
from investments.

Our policy guidelines provide that liquid assets as a percentage of total deposits should not fall below 20%.  Silicon Valley Bank�s ratio of liquid
assets to total deposits was 41.8% and 47.6% at September 30, 2005 and December 31, 2004, respectively, both well in excess of our minimum
policy guidelines.  In addition to monitoring the level of liquid assets relative to total deposits, we also utilize other policy measures in liquidity
management activities. As of September 30, 2005 and December 31, 2004, we were in compliance with all of these policy measures.

In analyzing our liquidity during the nine months ended September 30, 2005 and 2004, reference is made to our interim unaudited consolidated
statement of cash flows for the nine months ended September 30, 2005 and 2004; see �Item 1. Interim Unaudited Consolidated Financial
Statements.� The statement of cash flows includes separate categories for operating, investing, and financing activities.

Cash provided by operating activities was $84.1 million, which included net income of $66.9 million for the nine months ended September 30,
2005. Adjustments for noncash items included $9.3 million of tax benefits primarily attributable to stock compensation and depreciation and
amortization of $6.0 million, offset primarily by amortization of deferred warrant related loan fees of $4.8 million and the recovery of loan and
lease losses of $1.6 million.  Changes in other assets and liabilities used $1.8 million in cash.

Cash used for investing activities was $453.1 million for the nine months ended September 30, 2005. Net cash inflow was primarily driven by
proceeds from sales, maturities and pay-downs of investment securities of $377.6 million, offset by $483.1 million in purchases of investment
securities and an increase in loans of $342.3 million.

Cash provided by financing activities was $160.5 million for the nine months ended September 30, 2005, and was largely driven by an increase
in other borrowings of $111.8 million and a net increase in deposits of $72.6 million. Capital contributions from minority interest participants
and proceeds from the issuance of common stock contributed $38.2 million and $15.7 million, respectively, offset by share repurchases of $77.7
million.
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Cash and cash equivalents at September 30, 2005 were $418.7 million.

Cash provided by operating activities was $62.4 million, which included net income of $43.1 million for the nine months ended September 30,
2004. Adjustments for noncash items included depreciation and amortization of $6.3 million and amortization of tax benefits attributable to
stock compensation and the contingently convertible debt of $6.1 million, offset primarily by recoveries of loan and lease losses of $6.9 million
and amortization of deferred warrant related loan fees of $4.0 million.  Sources of cash from changes in other assets and liabilities included
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increases in accrued retention, incentive plans and other compensation benefits payable.

Cash used for investing activities was $758.3 million for the nine months ended September 30, 2004. Net cash outflow was primarily driven by
purchases of investment securities of $1.3 billion and increases in loans of $253.4 million, partially offset by $146.8 million in proceeds from the
sale of investment securities, $648.4 million in proceeds from maturities, and pay-downs of investment securities.

Cash provided by financing activities was $401.0 million for the nine months ended September 30, 2004, was largely driven by net increases in
deposits of $370.8 million. Capital contributions from minority interest participants contributed $23.4 million and proceeds from the issuance of
common stock of $15.1 million were partially offset by a decrease in other borrowings of $8.3 million.

Cash and cash equivalents at September 30, 2004 were $540.4 million.

On a stand-alone basis, SVB Financial�s primary liquidity channels include dividends from Silicon Valley Bank, its investment portfolio assets,
and its ability to raise debt and capital.  The ability of Silicon Valley Bank to pay dividends is subject to certain regulations described in �Part I.
Item 1. Business�Supervision and Regulation�Restriction on Dividends� of our 2004 Form 10-K/A.

Forward-Looking Statements

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

Forward-Looking Statements 136



The foregoing discussion and analysis contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act
of 1995. Our management has in the past and might in the future make forward-looking statements orally to analysts, investors, the media, and
others. Forward-looking statements are statements that are not historical facts. Broadly speaking, forward-looking statements include, without
limitation:

�  Projections of our revenues, income, earnings per share, cash flows, balance sheet, capital expenditures, capital
structure or other financial items;

�  Descriptions of strategic initiatives, plans or objectives of our management for future operations, including pending
acquisitions;

�  Forecasts of future economic performance; or

�  Descriptions of assumptions underlying or relating to any of the foregoing.

In this Quarterly Report on Form 10-Q, we make forward-looking statements discussing our management�s expectations about:

�  Sensitivity of our interest-earning assets to interest rates, and impact to earnings from an increase in interest rates;

�  Realization, timing and performance of investments in equity securities;

�  Management of federal funds sold and overnight repurchase agreements at appropriate levels;

�  Development of our later-stage corporate technology lending efforts;

�  Growth in loan balances;

�  Credit quality of our loan portfolio;

�  Levels of nonperforming loans;

�  Liquidity provided by funds generated through retained earnings;

�  Activities for which capital will be required;

�  Ability to meet our liquidity requirements through our portfolio of liquid assets;

�  Ability to expand on opportunities to increase our liquidity;

�  Use of excess capital; and/or

�  Volatility of performance of our equity portfolio.
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You can identify these and other forward-looking statements by the use of words such as �becoming�, �may�, �will�, �should�, �predicts�, �potential�,
�continue�, �anticipates�, �believes�, �estimates�, �seeks�, �expects�, �plans�, �intends�, the negative of such words, or comparable terminology. Although we
believe that the expectations reflected in these forward-looking statements are reasonable, we have based these expectations on our beliefs as
well as our assumptions, and such expectations may prove to be incorrect. Our actual results of operations and financial performance could
differ significantly from those expressed in or implied by our management�s forward-looking statements.

For information with respect to factors that could cause actual results to differ from the expectations stated in the forward-looking statements,
see Item 1A of Part II �Risk Factors.� We urge investors to consider all of these factors carefully in evaluating the forward-looking statements
contained in this discussion and analysis. All subsequent written or oral forward-looking statements attributable to us or persons acting on our
behalf are expressly qualified in their entirety by these cautionary statements. The forward-looking statements included in this filing are made
only as of the date of this filing. We do not intend, and undertake no obligation, to update these forward-looking statements.

50

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

Forward-Looking Statements 138



ITEM 3 � QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk Management
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A key objective of asset/liability management is to manage interest rate risk associated with changing asset and liability cash flows and market
interest rate movements. Interest rate risk occurs when interest rate sensitive assets and liabilities do not re-price simultaneously both in timing
and volume. Our asset/liability committee provides oversight to our interest rate risk management process and recommends policy guidelines
regarding exposure to interest rates for approval by our Board of Directors. Adherence to these policies is monitored on an ongoing basis, and
decisions related to the management of interest rate exposure are made when appropriate.

We manage interest rate risk principally through strategies involving our investment securities portfolio. Our policies permit the use of
off-balance-sheet derivative instruments in managing interest rate risk.

Our monitoring activities related to managing interest rate risk include both interest rate sensitivity gap analysis and the use of a simulation
model. While traditional gap analysis provides a simple picture of the interest rate risk embedded in the balance sheet, it provides only a static
view of interest rate sensitivity at a specific point in time and does not measure the potential volatility in forecasted results relating to changes in
market interest rates over time.  Accordingly, we combine the use of gap analysis with use of a simulation model that provides a dynamic
assessment of interest rate sensitivity.

For further information see �Part II. Item 7A. Quantitative and Qualitative Disclosures About Market Risk� in our 2004 Form 10-K/A for
disclosure of the quantitative and qualitative information regarding the interest rate risk inherent in interest rate risk sensitive instruments as of
December 31, 2004. As of September 30, 2005, there have been no significant changes to the interest rate risk information contained in our 2004
Form 10-K/A and our policies in managing interest rate risk.

Market Value of Portfolio Equity (MVPE)
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One application of the aforementioned simulation model involves measurement of the impact of market interest rate changes on the net present
value of estimated cash flows from our assets, liabilities, and off-balance sheet items, defined as our market value of portfolio equity (MVPE).

The following table presents our MVPE exposure at September 30, 2005 and December 31, 2004, related to an instantaneous and sustained
increase or decrease in market interest rates of 100 and 200 basis points, respectively.

Estimated
Estimated Increase/
(Decrease) in MVPE

Estimated
Net

Interest

Estimated Increase/
(Decrease) in Net
Interest Income

Change in interest rates (basis points) MVPE Amount Percent Income Amount Percent
(Dollars in thousands)

September 30, 2005:
+200 $ 1,119,431 $ (11,212) (1.0)% $ 412,525 $ 42,722 11.6%
+100 1,126,251 (4,392) (0.4) 391,248 21,445 5.8
- 1,130,643 � � 369,803 � �
-100 1,105,616 (25,027) (2.2) 345,897 (23,906) (6.5)
-200 1,059,799 (70,844) (6.3) 315,842 (53,961) (14.6)

December 31, 2004:
+200 $ 1,019,622 $ 20,290 2.0% $ 326,744 $ 41,285 14.5%
+100 1,014,190 14,858 1.5 306,492 21,033 7.4
- 999,332 � � 285,459 � �
-100 936,599 (62,733) (6.3) 257,295 (28,164) (9.9)
-200 876,445 (122,887) (12.3) 230,514 (54,945) (19.2)

The preceding table indicates that at September 30, 2005, in the event of an instantaneous and sustained increase or decrease in market interest
rates, our MVPE would be expected to increase or decrease accordingly.

The market value calculations supporting the results in the preceding table are based on the present value of estimated cash flows using both
market interest rates provided by independent broker/dealers and other publicly available sources that we deem reliable. These calculations do
not contemplate any changes that we could make to reduce our MVPE exposure in response to a change in market interest rates.
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As with any method of measuring interest rate risk, certain shortcomings are inherent in the method of analysis presented in the preceding table.
For example, although certain of our assets and liabilities may have similar maturity or re-pricing profiles, they may react to changes in market
interest rates with different magnitudes. Also, actual prepayment rates on loans and investments could vary substantially from the assumptions
utilized in the model to derive the results as presented in the preceding table. Further, a change in the shape of the forward yield curve could
result in different MVPE estimations from those presented herein. Accordingly, the results in the preceding table should not be relied upon as
indicative of actual results in the event of changing market interest rates. Additionally, the resulting MVPE estimates are not intended to
represent, and should not be construed to represent the underlying value.

Our MVPE sensitivity at September 30, 2005 increased slightly from December 31, 2004, primarily due to changes in the investment portfolio
while staying well within our policy guidelines. In addition, our net interest income at risk remains within policy limits. These estimates are
highly assumption dependent and will change regularly as the company�s asset-liability structure changes and as different interest rate
environments evolve. We expect to continue to manage our interest rate risk actively utilizing on and off balance sheet strategies as appropriate.

The simulation model also gives us the ability to simulate our net interest income using an interest rate forecast (simple simulation). In order to
measure the sensitivity of our forecasted net interest income to changing interest rates utilizing the simple simulation methodology, both a rising
and falling interest rate scenario are projected and compared to a base market interest rate forecast derived from the current yield curve. For the
rising and falling interest rate scenarios, the base market interest rate forecast is increased or decreased, as applicable, by 200 basis points in 12
equal increments over a one-year period.

We perform net interest income and net income simulations in an interest rate environment whereby we shock the base rate immediately both up
and down 300 basis points in 100 basis point increments. Shock scenarios provide us with additional information with respect to our sensitivity
to interest rates and the impact on our net income under varied interest rate scenarios.

Our policy guidelines provide that the difference between a base market interest rate forecast scenario over the succeeding one-year period
compared with the aforementioned rising and falling interest rate scenarios over the same time period should not result in net interest income
degradation exceeding 25.0%. Simulations as of September 30, 2005, indicated that we were within these policy guidelines.

Interest rate risk is the most significant market risk impacting us. Other types of market risk affecting us in the normal course of our business
activities include foreign currency exchange risk, equity price risk, and basis risk. The impact resulting from these market risks is not considered
significant, and no separate quantitative information concerning market rate and price exposure is presented herein.
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ITEM 4 � CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Disclosure controls and procedures are the controls and other procedures that are designed to ensure that information required to be disclosed in
the reports that the Company files or submits under the Securities Exchange Act of 1934 (Exchange Act) is recorded, processed, summarized,
and reported within the time periods specified in the Securities and Exchange Commission�s (SEC) rules and forms. Disclosure controls and
procedures include, among other processes, controls and procedures designed to ensure that information required to be disclosed in the reports
that the Company files or submits under the Exchange Act is accumulated and communicated to management, including the Chief Executive
Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.

The Company carried out an evaluation, under the supervision and management, including the Chief Executive Officer and the Chief Financial
Officer, of the effectiveness of the design and operation of our disclosure controls and procedures as of September 30, 2005 pursuant to
Exchange Act Rule 13a-15. Based upon that evaluation and as a result of the material weaknesses described below that existed as of
December 31, 2004 that were identified in the Company�s amended Annual Report on Form 10-K/A on December 28, 2005 filed with the SEC
on December 29, 2005 (the �Form 10-K/A�) still being present at September 30, 2005, the Chief Executive Officer and Chief Financial Officer
have concluded that the Company�s disclosure controls and procedures were not effective as of September 30, 2005.

Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting at the Company. Our internal
control over financial reporting is a process designed under the supervision of the Chief Executive Officer and Chief Financial Officer to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of the Company�s financial statements for external
reporting purposes in accordance with U.S. generally accepted accounting principles (GAAP). A company�s internal control over financial
reporting includes policies and procedures that (1) pertain to the maintenance of records that accurately and fairly reflect, in reasonable detail,
transactions and dispositions of the company�s assets, (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles and that receipts and expenditures are being
made only in accordance with authorizations of management and the directors of the company, and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company�s assets that could have a material effect on the
company�s financial statements.

Because of its inherent limitations, internal control over financial reporting cannot provide absolute assurance of achieving financial reporting
objectives. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

As of December 31, 2004, the Company carried out an evaluation, under the supervision and with the participation of the Company�s
management, including the Company�s Chief Executive Officer and Chief Financial Officer, of the effectiveness of the Company�s internal
control over financial reporting pursuant to Rule 13a-15(c), as adopted by the SEC under the Exchange Act. In evaluating the effectiveness of
the Company�s internal control over financial reporting, management used the framework established in �Internal Control�Integrated Framework,�
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).  In the Company�s Annual Report on Form 10-K
for the year-ended December 31, 2004 filed with the SEC on March 16, 2005, management concluded that the Company�s internal control over
financial reporting as of December 31, 2004, was effective.
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However, on July 18, 2005, the Company determined that it needed to restate certain of its previously issued consolidated financial statements
and accordingly filed the Form 10-K/A.  As a result of such restatement, management reassessed the Company�s internal control over financial
reporting using the COSO criteria and identified material weaknesses in internal control over financial reporting.  A material weakness is a
control deficiency, or combination of control deficiencies, that results in more than a remote likelihood that a material misstatement of the
annual or interim financial statements will not be prevented or detected. Management identified the following material weaknesses as of
December 31, 2004:

The Company did not have adequately designed internal controls in its financial reporting process related to the selection and application of U.S.
generally accepted accounting principles (GAAP). Specifically, accounting policies, procedures and practices were not consistently developed,
maintained or updated in a manner ensuring that financial statements were prepared in accordance with GAAP. Also, policies and procedures
were not designed to consistently ensure the preparation and retention of adequate documentation to support key judgments made in connection
with the selection and application of significant accounting policies within the Company�s financial reporting process. 
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Finally, the Company�s policies and procedures did not consistently provide for effective analysis, implementation, and documentation of new
accounting pronouncements.

The Company did not maintain sufficient levels of appropriately qualified and trained personnel in its financial reporting processes. As a result,
the Company did not establish internal control over financial reporting policies and procedures related to (a) the timely preparation of
comprehensive documentation supporting management�s analysis of the appropriate accounting treatment for equity warrant assets or other
non-routine or complex transactions, and (b) the review of such documentation by qualified internal staff, assisted by external advisors as
deemed necessary, to determine its completeness and the propriety of the Company�s conclusions.

These material weaknesses resulted in the restatement of the Company�s previously issued consolidated financial statements as of and for the
three-month period ended March 31, 2005, consolidated financial statements as of December 31, 2004 and 2003, and for each of the years in the
three-year period ended December 31, 2004, and the interim consolidated financial information for each of the quarterly periods in 2004 and
2003.  Specifically, the aforementioned material weaknesses in internal control over financial reporting resulted in the following accounting
errors:

1)  Derivative equity warrant assets with net share settlement provisions were not reported as derivatives in
accordance with the provisions of Statement of Financial Accounting Standards (SFAS) No. 133, Accounting for
Derivative Instruments and Hedging Activities, as amended.  Specifically, the Company failed to properly reflect the
fair value of equity warrant assets with net settlement terms received during lending activity in its consolidated
balance sheet, the change in fair value of the equity warrant assets in the income statement and the accretion of the
grant date fair value of equity warrant assets to interest income as a yield adjustment. This misapplication of GAAP
resulted in a change to the Company�s interest income, provision for loan and lease losses, noninterest income and net
income for the years ended December 31, 2004, 2003 and 2002, for the first quarter of 2005 and for all quarterly
periods during the years ended December 31, 2004 and 2003.

2)  Initial non-refundable corporate finance fees were not reported in accordance with the provisions of Staff
Accounting Bulletin No. 104, Revenue Recognition.  Specifically, the Company failed to defer recognition of initial
upfront non-refundable retainers received upon execution of engagement letters to provide mergers and acquisitions
advisory services until the completion of all contractual obligations pursuant to the terms of the engagement letters or
upon receipt or notification of an engagement termination letter. This misapplication of GAAP resulted in a change to
the Company�s noninterest income and net income for the years ended December 31, 2004, 2003, and 2002, for the
first quarter of 2005 and for all quarterly periods during the years ended December 31, 2004 and 2003.

3)  Non-refundable loan fees and costs associated with the Company's lending products and fees associated with
letters of credit were not reported in accordance with the provisions of SFAS No. 91, Accounting for Nonrefundable
Fees and Costs Associated with Originating or Acquiring Loans and Initial Direct Costs of Leases. Specifically, the
Company failed to recognize net fee revenue in accordance with the appropriate straight-line or interest method, as
prescribed by SFAS No. 91, for net loan fee income obtained in connection with the extension of lending products. In
addition, the Company inappropriately recognized non-refundable loan fees it receives for factoring loans
immediately rather than deferring and amortizing fees over the term of the facility granted. The Company had not
properly deferred direct loan origination costs associated with originating certain loan products. In addition, the
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Company misclassified fees on certain letters of credit as interest income rather than noninterest income on
commitments where the probability of exercise was deemed remote. These misapplications of GAAP resulted in a
change to the Company's interest income, noninterest income and net income for the years ended December 31, 2004,
2003, and 2002 and for all quarterly periods during the years ended December 31, 2004 and 2003.

4)  Certain investment securities that were readily convertible to known amounts of cash and present insignificant
risk of changes in value with original or purchased maturity dates of 90 days or less, were not reported as cash
equivalents in accordance with the provisions of SFAS No. 95, Statement of Cash Flows.  This misapplication of
GAAP resulted in a reclassification in the Company�s consolidated balance sheets of money market mutual fund
investments and commercial paper investments from Investment Securities line item to the Federal funds sold and
securities purchased under agreement to resell and other short-term investments securities. This reclassification did
not result in any change to the Company�s revenue or net income for the years ended December 31, 2004, 2003 and
2002, for the first quarter of 2005 or for any quarterly period during the years ended December 31, 2004 and 2003.

5)  Current federal income taxes receivable and current federal income taxes payable were not reflected net on the
Company�s balance sheet.  The misapplication of GAAP resulted in a change to the Company�s other assets and other
liabilities as of December 31, 2004 and 2003.  Current federal income taxes receivable and current federal income
taxes payable should be netted as the Company has the legal right of offset, as defined by FASB Interpretation No. 39,
Offsetting of Amounts Related to Certain Contracts.  Therefore, other assets and other liabilities have been restated to
reflect the net current federal income taxes receivable or net current federal income taxes payable at each of these
period ends.  This correction of accounting resulted in a decrease to both the Company�s other assets and other
liabilities as of December 31, 2004 and 2003.

Also, as a result of the aforementioned material weaknesses, there were other errors in previously issued financial statements that were corrected
as part of the restatement.

Remediation of Material Weaknesses

The Company�s management has identified the steps necessary to address the aforementioned material weaknesses, including:
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Documenting of processes and procedures, along with appropriate training, to ensure that the Company�s accounting policies, which have been
corrected to conform with U.S. GAAP, are consistently applied going forward;

Hiring additional accounting personnel to ensure that accounting personnel with adequate experience, skills and knowledge particularly in
relation to complex or non-routine transactions are directly involved in the review and accounting evaluation of such transactions;

Involving internal personnel assisted by external advisors, as deemed necessary, early in the process, particularly in complex or non-routine
transactions, to obtain additional guidance as to the application of generally accepted accounting principles to any such proposed transaction;

Ensuring comprehensive documentation supporting management�s analysis of the appropriate accounting treatment for warrant derivatives or
other non-routine or complex transactions and the related review thereof are completed to standards established by senior accounting personnel
and the principal accounting officer.

Requiring senior accounting personnel and the principal accounting officer to review all complex or non-routine transactions to evaluate and
approve the accounting treatment for such transactions; and

Requiring regular periodic review of all significant accounting policies and their adoptions, application, and impact by senior accounting
personnel and the principal accounting officer together with the Audit Committee of the Board of Directors.

The Company began to execute the remediation plans identified above in the third quarter of 2005, and we believe our controls and procedures
will continue to improve as a result of the further implementation of these actions.

We cannot assure you that these remediation efforts will be successful or that our internal control over financial reporting will be effective in
accomplishing all control objectives all of the time. See Part I, Item 3. Quantitative and Qualitative Disclosures about Market Risk�Factors That
May Affect Future Results.

Changes in Internal Control

Except as described above under �Remediation of Material Weaknesses,� no changes in our internal control over financial reporting occurred
during the period covered by this Quarterly Report on 10-Q that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.
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PART II - OTHER INFORMATION

ITEM 1 - LEGAL PROCEEDINGS

The following information supplements and amends our discussion set forth under Part II, Item 1 �Legal Proceedings� in our amended Quarterly
Report on Form 10-Q/A for the quarter ended March 31, 2005.

With regard to the litigation matter regarding Gateway Communications, Inc., the trial date has been postponed from December 2005 to
April 2006.

Additionally, from time to time, the Company is subject to other legal claims and proceedings that are in the normal course of the Company�s
business. While the outcome of these matters is currently not determinable, based on information available to the Company, its review of such
claims to date and consultation with outside counsel, the Company does not currently expect that the ultimate costs to resolve these matters, if
any, will have a material adverse effect on the Company�s liquidity, consolidated financial position or results of operations.

ITEM 1A � RISK FACTORS

Our business faces significant risks. The factors described below may not be the only risks we face, and are not intended to serve as a
comprehensive listing. Additional risks that we do not yet know of or that we currently think are immaterial may also impair our business
operations. If any of the events or circumstances described in the following factors actually occurs, our business, financial condition and/or
results of operations could suffer.

The risk factors set forth below are also set forth in our 2004 Form 10-K/A.  No changes have been made.

If a significant number of clients fail to perform under their loans, our business, profitability, and financial condition would be
adversely affected.
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As a lender, the largest risk we face is the possibility that a significant number of our client borrowers will fail to pay their loans when due. If
borrower defaults cause losses in excess of our allowance for loan and lease losses, it could have an adverse effect on our business, profitability,
and financial condition. We have established an evaluation process designed to determine the adequacy of the allowance for loan and lease
losses. While this evaluation process uses historical and other objective information, the classification of loans and the establishment of loan
losses are dependent to a great extent on our experience and judgment. We cannot assure you that our allowance for loan and lease losses will be
sufficient to absorb future loan losses or prevent a material adverse effect on our business, profitability, or financial condition.

Because of the credit profile of our loan portfolio, our levels of nonperforming assets and charge-offs can be volatile, and we may need
to make material provisions for loan losses in any period, which could reduce net income or increase net losses in that period.
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Our loan portfolio has a credit profile different from that of most other banking companies. Many of our loans are made to companies in the
early stages of development with negative cash flow and no established record of profitable operations. In many cases, repayment of the loan is
dependent upon receipt of additional equity financing from venture capitalists or others. Collateral for many of the loans often includes
intellectual property, which is difficult to value and may not be readily salable in the case of default. Because of the intense competition and
rapid technological change that characterizes the companies in our technology and life science industry sectors, a borrower�s financial position
can deteriorate rapidly. We also make loans that are larger, relative to the revenues of the borrower, than those made by traditional small
business lenders, so the impact of any single borrower default may be more significant to us. Because of these characteristics, our level of
nonperforming loans and loan charge-offs can be volatile and can vary materially from period to period. Changes in our level of nonperforming
loans may require us to make material provisions for loan losses in any period, which could reduce our net income or cause net losses in that
period.

Our current level of interest rate spread may decline in the future. Any material reduction in our interest spread could have a material
impact on our business and profitability.
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A major portion of our net income comes from our interest rate spread, which is the difference between the interest rates paid by us on
interest-bearing liabilities, such as deposits and other borrowings, and the interest rates and fees we receive on interest-earning assets, such as
loans extended to our clients and interest rates we receive on securities held in our investment portfolio. Interest rates are highly sensitive to
many factors beyond our control, such as inflation, recession, global economic disruptions, and unemployment. In addition, legislative changes
could affect the manner in which we pay interest on deposits or other liabilities. For example, Congress has for many years debated repealing a
law that prohibits banks from paying interest rates on checking accounts. If this law were to be repealed, we would be subject to competitive
pressure to pay interest on our clients� checking accounts, which would negatively affect our interest rate spread. Any material decline in our
interest rate spread would have a material adverse effect on our business and profitability. Additionally, a portion of our loan fee income, a
component of loan interest income, is predicated on the receipt of warrant securities.  If we fail to continue to receive warrant securities our
future interest margin may decline.
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Decreases in the amount of equity capital available to start-up and emerging-growth companies could adversely affect our business, profitability,
and growth prospects.

Our strategy has focused on providing banking products and services to emerging-growth and corporate technology companies receiving
financial support from sophisticated investors, including venture capitalists, �angels,� and corporate investors. In some cases, our lending credit
decision is based on our analysis of the likelihood that our venture capital or angel-backed client will receive a second or third round of equity
infusion from investors. If the amount of capital available to such companies decreases, it is likely that the number of new clients and investor
financial support to our existing borrowers could decrease, which would have an adverse effect on our business, profitability and growth
prospects.

Among the factors that have and could in the future affect the amount of capital available to startup and emerging-growth companies are the
receptivity of the capital markets to initial public offerings or mergers and acquisitions of companies within our technology and life science
industry sectors, the availability and return on alternative investments, and general economic conditions in the technology and life science
industries. Reduced capital markets valuations could reduce the amount of capital available to startup and emerging-growth companies,
including companies within our technology and life science industry sectors.

Our business is dependent upon access to funds on attractive terms.
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We derive our net interest income through lending or investing capital on terms that provide returns in excess of our costs for obtaining that
capital. As a result, our credit ratings are important to our business. A reduction in our credit ratings could adversely affect our liquidity and
competitive position, increase our borrowing costs (or trigger obligations under certain existing borrowings and other contracts), or increase the
interest rates we pay our depositors. Further, our credit ratings and the terms upon which we have access to capital may be influenced by
circumstances beyond our control, such as overall trends in the general market environment, perceptions about our creditworthiness or market
conditions in the industries in which we focus.

Changes to our employee compensation structure could adversely affect our results of operations and cash flows, as well as our ability to
attract, recruit, and retain certain key employees.
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We account for our employee stock options in accordance with Accounting Principles Board Opinion No. 25 and related interpretations, which
provide that any compensation expense relative to employee stock options be measured based on the intrinsic value of the stock options. As a
result, when options are granted at fair market value of the underlying stock on the date of grant, as is our practice, we incur no compensation
expense. In December 2004, the FASB issued SFAS No. 123 (revised 2004), �Share-Based Payment,� which is a revision of SFAS No. 123 and
supersedes APB No. 25.  SFAS No. 123(R) requires us to record compensation expense for all employee stock grants. Such expense will have a
material impact on our results of operations. In October 2004, in an effort to align our option grant rate to that of other financial institutions
similar to us, we significantly decreased the number of shares subject to options granted to our employees on a prospective basis. We may in the
future consider taking other actions to modify employee compensation structures, such as granting cash compensation or other forms of equity
compensation. Our decision to reduce the number of option shares to be granted on a prospective basis, and any other future changes we may
adopt in our employee compensation structures, could adversely affect our results of operations and cash flows, as well as our ability to attract,
recruit, and retain certain key employees.

We are subject to extensive regulation that could limit or restrict our activities and impose financial requirements or limitations on the
conduct of our business.
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SVB Financial, Silicon Valley Bank, and their subsidiaries are extensively regulated under federal and state law. These regulations are intended
primarily for the protection of depositors, other clients, and the deposit insurance fund�not for the benefit of stockholders or security holders.
Federal and state laws and regulations limit or otherwise affect the activities in which SVB Financial, Silicon Valley Bank, and their subsidiaries
may engage. A change in the applicable statutes, regulations, or regulatory policy may have a material effect on our business and that of our
subsidiaries. In addition, SVB Financial, Silicon Valley Bank, and their subsidiaries are required to maintain certain minimum levels of capital.
Federal and state banking regulators possess broad powers to take supervisory action, as they deem appropriate, with respect to SVB Financial
and Silicon Valley Bank. SVB Alliant and SVB Securities, both broker-dealer subsidiaries, are regulated by the SEC and the National
Association of Securities Dealers, Inc. (NASD). Violations of the stringent regulations governing the actions of a broker-dealer can result in the
revocation of broker-dealer licenses, the imposition of censures or fines, the issuance of cease and desist orders, and the suspension or expulsion
from the securities business of a firm, its officers or employees. Supervisory actions can result in higher capital requirements, higher insurance
premiums, and limitations on the activities of SVB Financial, Silicon Valley Bank or their subsidiaries. These supervisory actions could have a
material adverse effect on our business and profitability.

Warrant, venture capital fund, and direct equity investment portfolio gains or losses depend upon the performance of the portfolio
investments and the general condition of the public equity markets, which is uncertain.
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We have historically obtained rights to acquire stock, in the form of equity warrants, in certain clients as part of negotiated credit facilities and
for other services. In future periods we may not be able to ultimately realize gains from the sale of securities to third parties related to the
exercise of warrants, or our realized gains may be materially less than the current level of fair value of derivative
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warrants and unrealized gains disclosed in this filing. We also have made investments in venture capital funds as well as direct equity
investments in companies. The timing and amount of income, if any, from the disposition of client warrants, venture capital funds, and direct
equity investments typically depend upon factors beyond our control, including the performance of the underlying portfolio companies, investor
demand for initial public offerings, fluctuations in the market prices of the underlying common stock of these companies, levels of mergers and
acquisitions activity, and legal and contractual restrictions on our ability to sell the underlying securities. In addition, our investments in venture
capital funds and direct equity investments have lost value and could continue to lose value or become worthless, which would reduce our net
income or could cause a net loss in any period. All of these factors are difficult to predict, particularly in the current economic environment.
Additionally, due to the nature of investing in private equity venture-backed technology and life science companies, it is likely that additional
investments within our existing portfolio will become impaired. However, we are not in a position to know at the present time which specific
investments, if any, are likely to be impaired or the extent or timing of individual impairments. Therefore, we cannot predict future investment
gains or losses with any degree of accuracy, and any gains or losses are likely to vary materially from period to period.

Public equity offerings and mergers and acquisitions involving our clients can cause loans to be paid off early, which could adversely
affect our business and profitability.
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While an active market for public equity offerings and mergers and acquisitions generally has positive implications for our business, one
negative consequence is that our clients may pay off or reduce their loans with us if they complete a public equity offering or are acquired or
merge with another company. Any significant reduction in our outstanding loans could have a material adverse effect on our business and
profitability.

Adverse changes in domestic or global economic conditions, especially in the technology sector and particularly in California, could
have a material adverse effect on our business, growth, and profitability.
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If conditions deteriorate in the domestic or global economy, especially in the technology, life science, private equity, and premium wine industry
niches, our business, growth, and profitability are likely to be materially adversely affected. A worsening of the global or U.S. economic
slowdown would harm many of our clients. Our clients may be particularly sensitive to disruptions in the growth of the technology sector of the
U.S. economy. In addition, a substantial number of our clients are geographically concentrated in California, and adverse economic conditions in
California could harm the businesses of a disproportionate number of our clients. To the extent that our clients� underlying businesses are
harmed, they are more likely to default on their loans.

If we fail to retain our key employees, our growth and profitability could be adversely affected.
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We rely on experienced client relationship managers and on officers and employees with strong relationships with the venture capital
community to generate new business. If a significant number of these employees were to leave us, our growth and profitability could be
adversely affected. We believe that our employees frequently have opportunities for alternative employment with competing financial
institutions and with our clients.

We cannot assure that we will be able to maintain our historical levels of profitability in the face of sustained competitive pressures.
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Other banks and specialty and diversified financial services companies, many of which are larger and have more capital than we do, offer
lending, leasing, other financial products and advisory services to our client base. In some cases, our competitors focus their marketing on our
industry sectors and seek to increase their lending and other financial relationships with technology companies, early stage growth companies or
special industries such as wineries. In other cases, our competitors may offer a broader range of financial products to our clients. When new
competitors seek to enter one of our markets, or when existing market participants seek to increase their market share, they sometimes undercut
the pricing and/or credit terms prevalent in that market. Our pricing and credit terms could deteriorate if we act to meet these competitive
challenges.

We face risks in connection with completed or potential acquisitions.
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We completed one acquisition in each of 2002 and 2001 and, if appropriate opportunities present themselves, we intend to acquire businesses,
technologies, services or products that we believe are strategic. There can be no assurance that we will be able to identify, negotiate or finance
future acquisitions successfully or integrate such acquisitions with our current business.

Future acquisitions could result in potentially dilutive issuances of equity securities, the incurrence of debt, and/or contingent liabilities, which
could have a material adverse effect on our business, results of operations, and/or financial condition. Any such future acquisitions of other
businesses, technologies, services, or products might require us to obtain additional equity or debt financing, which might not be available on
terms favorable to us, or at all; and such financing, if available, might be dilutive.

Upon completion of an acquisition, we are faced with the challenges of integrating the operations, services, products, personnel, and systems of
acquired companies into our business, which may divert management�s attention from ongoing business operations. In addition, acquisitions of
new businesses may subject us to regulatory scrutiny. We cannot assure that we will be successful in integrating any acquired business
effectively into the operations of our business. Moreover, there can be no assurance that the anticipated benefits of any acquisition will be
realized.
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The success of our acquisitions is dependent on the continued employment of several key employees. If acquired businesses do not meet
projected revenue targets, or if certain key employees were to leave the businesses, we could conclude that the value of the businesses has
decreased and that the related goodwill has been impaired. If we were to conclude that goodwill has been impaired that conclusion would result
in an impairment of goodwill charge to us, which would adversely affect our results of operations.

We could be liable for breaches of security in our online banking services. Fear of security breaches could limit the growth of our online
services.
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We offer various Internet-based services to our clients, including online banking services. The secure transmission of confidential information
over the Internet is essential to maintain our clients� confidence in our online services. Advances in computer capabilities, new discoveries, or
other developments could result in a compromise or breach of the technology we use to protect client transaction data. Although we have
developed systems and processes that are designed to prevent security breaches and periodically test our security, failure to mitigate breaches of
security could adversely affect our ability to offer and grow our online services and could harm our business.

People generally are concerned with security and privacy on the Internet and any publicized security problems could inhibit the growth of the
Internet as a means of conducting commercial transactions. Our ability to provide financial services over the Internet would be severely impeded
if clients became unwilling to transmit confidential information online. As a result, our operations and financial condition could be adversely
affected.

We face risks associated with international operations.
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A component of our strategy is to expand internationally on a limited basis. Expansion into international markets, albeit on a limited basis,
requires management�s attention and resources. We have limited experience in internationalizing our service, and we believe that many of our
competitors are also undertaking expansion into foreign markets. There can be no assurance that we will be successful in expanding into
international markets. In addition to the uncertainty regarding our ability to generate revenues from foreign operations and to expand our
international presence, there are certain risks inherent in doing business on an international basis, including, among others, regulatory
requirements, legal uncertainty regarding liability, tariffs, and other trade barriers, difficulties in staffing and managing foreign operations,
longer payment cycles, different accounting practices, problems in collecting loan or other types of payments, political instability, seasonal
reductions in business activity, and potentially adverse tax consequences, any of which could adversely affect the success of our international
operations. To the extent we continue to expand our international operations and have additional portions of our international revenues
denominated in foreign currencies, we could become subject to increased risks relating to foreign currency exchange rate fluctuations. There can
be no assurance that one or more of the factors discussed above will not have a material adverse effect on our business, results of operations,
and/or financial condition.

Maintaining or increasing our market share depends on market acceptance and regulatory approval of new products and services.
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Our success depends, in part, upon our ability to adapt our products and services to evolving industry standards and client demands. There is
increasing pressure on financial services companies to provide products and services at lower prices. In addition, the widespread adoption of
new technologies, including Internet-based services, could require us to make substantial expenditures to modify or adapt our existing products
or services. A failure to achieve market acceptance of any new products we introduce, or a failure to introduce products that the market may
demand, could have an adverse effect on our business, profitability, or growth prospects.

Business interruptions due to natural disasters and other events beyond our control can adversely affect our business.
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Our operations can be subject to natural disasters and other events beyond our control, such as earthquakes, fires, power failures,
telecommunication loss, terrorist attacks, and acts of war. Our corporate headquarters and a portion of our critical business offices are located in
California near major earthquake faults. Such events of disaster, whether natural or manmade, could cause severe destruction or interruption to
our operations and as a result, our business could suffer serious harm. To mitigate these risks we have begun a phased business continuity
program, with initial capabilities scheduled to become available during 2005 and additional work continuing throughout 2006.

If we fail to maintain an effective system of internal control over financial reporting, we may not be able to accurately report our
financial results. As a result, current and potential stockholders could lose confidence in our financial reporting, which would harm our
business and the trading price of our stock.

Our management has determined that as of December 31, 2004, the Company did not maintain effective internal controls over financial
reporting based on criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control-Integrated
Framework as a result of identified material weaknesses in the Company�s internal control over financial reporting. Specifically, the Company
did not have adequately designed internal controls in its financial reporting process related to the selection and application of generally accepted
accounting principles in that (a) accounting policies, procedures and practices were not consistently developed, maintained or updated in a
manner ensuring that financial statements were prepared in accordance with U.S.
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generally accepted accounting principles, (b) these policies and procedures were not designed to consistently ensure the preparation and
retention of adequate documentation to support key judgments made in connection with the selection and application of significant accounting
policies within the Company�s financial reporting process and (c) the Company�s policies and procedures did not consistently provide for
effective analysis, implementation, and documentation of new accounting pronouncements.  In addition, the Company did not maintain
sufficient levels of appropriately qualified and trained personnel in its financial reporting processes resulting in management�s inability to
consistently follow its internal control over financial reporting related to (x) the timely preparation of comprehensive documentation supporting
management�s analysis of the appropriate accounting treatment for warrant derivatives or other non-routine or complex transactions, and (y) the
review of such documentation by qualified internal staff, assisted by external advisors as deemed necessary, to determine its completeness and
the propriety of our conclusions. For a detailed description of these material weaknesses and the Company�s remediation efforts and plans, see
Part I, Item 4. These control deficiencies resulted in material errors in the Company�s financial reporting which resulted in a restatement of the
Company�s financial statements for the years 2002, 2003 and 2004 and for the quarter ended March 31, 2005, as discussed elsewhere in this
Quarterly Report on Form 10-Q/A. We have not yet fully remediated these material weaknesses.

In response to these material weaknesses in our internal control over financial reporting, we are implementing additional controls and procedures
and are incurring additional related expenses. We cannot be certain that the measures we have taken and are planning to take will sufficiently
and satisfactorily remediate the identified material weaknesses in full. Furthermore, we intend to continue improving our internal control over
financial reporting and the implementation and testing of these efforts could result in increased cost and could divert management attention away
from operating our business.

If we are unable to remediate the identified material weaknesses discussed above, or if additional material weaknesses are identified in our
internal control over financial reporting, our management will be unable to report favorably as to the effectiveness of our internal control over
financial reporting and/or our disclosure controls and procedures, and we could be required to further implement expensive and time-consuming
remedial measures and potentially lose investor confidence in the accuracy and completeness of our financial reports which could have an
adverse effect on our stock price and potentially subject us to litigation.

We have received two delisting notices from Nasdaq.  Our common stock and 7% cumulative trust preferred securities may become
delisted from the Nasdaq National Market, which may have a material adverse effect on us, including an adverse impact on the liquidity
of our common stock and on our ability to attract, recruit or retain key employees.

On August 16, 2005 and November 15, 2005, we received notices from the staff of the Nasdaq Stock Market stating that the Company�s
securities are subject to delisting because it was not in compliance with Nasdaq�s Marketplace Rule 4310©(14) due to the delayed filing of its
Quarterly Reports on Form 10-Q for the quarters ended June 30, 2005 and September 30, 2005.  Currently, both the Company�s common stock
and 7% cumulative trust preferred securities are traded on the Nasdaq National Market, under the symbols SIVBE and SIVOE, respectively.

At an appeal hearing before a Nasdaq Listing Qualifications Panel on September 29, 2005, we submitted a plan to Nasdaq that would bring us
back in compliance with Marketplace Rule 4310©(14).  The plan, which was subsequently approved by the Nasdaq panel in November 2005,
requires us to file our restated financials and our Quarterly Reports on Form 10-Q for the quarters ended June 30, 2005 and September 30, 2005
on or before December 28, 2005.  We did not file either of these Quarterly Reports by the SEC filing deadline on that date.  Once these reports
have been filed, the Company expects that it will be back in compliance with Nasdaq marketplace rules, so long as it has not actually been
delisted by Nasdaq.

While the Company intends to continue its plan to achieve and sustain compliance as requested by Nasdaq, there can be no guarantee that we
will be successful in implementing our plan as intended, or that our common stock will not be delisted by Nasdaq.  If our common stock is
delisted, the only public market for our common stock is likely to be the �pink sheets� or the OTC Bulletin Board. Being delisted will likely
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significantly and adversely impact the liquidity of our common stock and significantly depress its value.

Additionally, if we are delisted, the reduced marketability of our common stock may have a material adverse affect on our ability to attract,
recruit and retain key employees, especially since our employee compensation structure includes equity compensation.
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ITEM 2 � UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

(c)     Purchases of Equity Securities by the Issuer and Affiliated Purchasers

Period

(a)
Total Number of
Shares Purchased

(b)
Average Price Paid

per Share

(c)
Total Number of

Shares Purchased as
Part of Publicly

Announced Plans or
Programs(1)

(d)
Maximum Approximate

Dollar Value of Shares that
May Yet Be Purchased

Under the Plans or
Programs(1)

July 1, 2005 - July 31, 2005 90,000 $ 49.94 90,000 $ 31,500,000
August 1, 2005 - August 31,
2005 � � � 31,500,000
September 1, 2005 -
September 30, 2005 � � � 31,500,000
Total 90,000 $ 49.94 � $ 31,500,000

(1)   On May 7, 2003, the Company announced that its Board of Directors authorized a stock repurchase program of up to $160.0 million, with
no specified expiration date. This program became effective immediately and replaced previously announced stock repurchase programs. Stock
repurchases under this program may be made from time to time. On January 27, 2005, the Company announced that its Board of Directors
authorized the repurchase of up to an additional $75.0 million of common stock under the stock repurchase program, in conjunction with the
$160.0 million originally approved in May 2003. This $75.0 million of shares under this program may be repurchased at any time, at our
discretion, before June 30, 2006, in the open market, through block trades or otherwise, pursuant to applicable securities laws. Under this
program, the Company repurchased in aggregate 6.5 million shares of common stock totaling $203.5 million as of September 30, 2005. The
approximate dollar value of shares that may still be repurchased under this program totaled $31.5 million as of September 30, 2005.

ITEM 3 - DEFAULTS UPON SENIOR SECURITIES

On October 12, 2005 and December 16, 2005, the trustee under the note indenture relating to the Company�s $150.0 million zero-coupon
convertible subordinated notes due June 15, 2008, provided notice in accordance with the terms of the indenture that the Company was in breach
of its covenant to remain current in its SEC filings because of its failure to file its Quarterly Reports on Form 10-Q for the quarters ended
June 30, 2005 and September 30, 2005, respectively. The Company�s failure to cure this breach within 60 days of the October 12, 2005 notice
constituted an event of default under the indenture as of December 11, 2005. As the indenture does not provide for any right of acceleration of
the payment of the principal of the notes upon a default in the performance of any covenant or agreement in the notes or in the indenture, the
trustee and the holders are not entitled to accelerate the maturity of the notes upon the occurrence of the aforementioned event of default. As a
result, this event of default did not constitute a material default with respect to the Company�s indebtedness. Upon the occurrence of this event of
default, the trustee was entitled, subject to certain limitations and conditions, to seek to enforce the performance of such covenant. In addition,
during the period that the event of default was continuing, the Company could not pay cash upon conversion of any note or portion of the note
(other than cash for fractional shares). Upon the filing by the Company of its Quarterly Reports on Form 10-Q for the quarters ended June 30,
2005 and September 30, 2005, any default or event of default under these notices will be cured.

ITEM 4 - SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
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None.

ITEM 5 - OTHER INFORMATION

None.

ITEM 6 � EXHIBITS

See Index of Exhibits at the end of this report.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

SVB Financial Group

Date:  December 28, 2005 /s/ DONAL D. DELANEY
Donal D. Delaney
Corporate Controller
(Principal Accounting Officer)
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INDEX TO EXHIBITS

Exhibit Incorporated by Reference Filed
Number Exhibit Description Form File No. Exhibit Filing Date Herewith
2.1 Asset Purchase Agreement between the

registrant and SVB Alliant 8-K 000-15637 2.1 October 2, 2001
3.1 Restated Certificate of Incorporation 8-K 000-15637 3.1 May 31, 2005
3.2 Amended and Restated Bylaws 10-K 000-15637 3.3 March 11, 2004
3.3 Certificate of Designation of Rights,

Preferences and Privileges of Series A
Participating Preferred Stock 8-A/A 000-15637 3.4 February 27, 2004

4.1 Indenture dated as of May 20, 2003
between the Company and Wells Fargo
Bank Minnesota, National Association S-3 333-107994 4.1 August 14, 2003

4.2 Form of Note (included in Exhibit 4.9) S-3 333-107994 4.2 August 14, 2003
4.3 Registration Rights Agreement dated as

of May 20, 2003, between the Company
and the initial purchasers named therein S-3 333-107994 4.3 August 14, 2003

4.4 Junior Subordinated Indenture, dated as
of October 30, 2003 between Silicon
Valley Bancshares and Wilmington Trust
Company, as trustee 8-K 000-15637 4.12 November 19, 2003

4.5 Junior Subordinated Deferrable
Debenture due October 15, 2033 of
Silicon Valley Bancshares 8-K 000-15637 4.13 November 19, 2003

4.6 Amended and Restated Trust Agreement,
dated as of October 30, 2003, by and
among Silicon Valley Bancshares as
depositor, Wilmington Trust Company as
property trustee, Wilmington Trust
Company as Delaware trustee, and the
Administrative Trustees named therein. 8-K 000-15637 4.14 November 19, 2003

4.7 Certificate Evidencing 7% Cumulative
Trust Preferred Securities of SVB Capital
II 8-K 000-15637 4.15 November 19, 2003

4.8 Guarantee Agreement, dated October 30,
2003 between Silicon Valley Bancshares
and Wilmington Trust Company, as
trustee 8-K 000-15637 4.17 November 19, 2003

4.9 Agreement as to Expenses and
Liabilities, dated as of October 30, 2003,
between Silicon Valley Bancshares and
SVB Capital II 8-K 000-15637 4.17 November 19, 2003

4.10 Certificate Evidencing 7% Common
Securities of SVB Capital II 8-K 000-15637 4.18 November 19, 2003

4.11 Silicon Valley Bancshares Officers�
Certificate and Company Order, dated
October 30, 2003 8-K 000-15637 4.19 November 19, 2003

4.12 Amended and Restated Preferred Stock
Rights Agreement dated as of
January 29, 2004, between Silicon Valley
Bancshares and Wells Fargo Bank
Minnesota, N.A. 8-A/A 000-15637 4.20 February 27, 2004

4.13 Amendment No. 1 to Amended &
Restated Preferred Stock Rights
Agreement, dated as of August 2, 2004,

8-A/A 000-15637 4.13 August 3, 2004
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by and between Silicon Valley
Bancshares and Wells Fargo Bank, N.A.

10.1 Office Lease Agreement, dated as of
September 15, 2004, between CA-Lake
Marriott Business Park Limited
Partnership and Silicon Valley Bank:
3003 Tasman Drive, Santa Clara,
CA 95054 8-K 000-15637 10.28 September 20, 2004

10.2 Amended and Restated Lease
Termination Agreement, dated as of
October 20, 2004, by and between
CA-Lake Marriott Business Park Limited
Partnership and Silicon Valley Bank 8-KA 000-15637 99.1 October 22, 2004

*10.3 Amended and Restated Silicon Valley
Bancshares 1989 Stock Option Plan 10-Q 000-15637 10.28 August 13, 1996

*10.4 Silicon Valley Bank Money Purchase
Pension Plan 10-Q 000-15637 10.29 August 13, 1996

63

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

Market Value of Portfolio Equity (MVPE) 190



*10.5 Amendment and Restatement of the Silicon
Valley Bank Money Purchase Pension Plan 10-Q 000-15637 10.30 August 13, 1996

*10.6 Silicon Valley Bank 401(k) and Employee
Stock Ownership Plan, as amended and
restated 10-K 000-15637 10.6 March 16, 2005

*10.7 Form of Change in Control Severance Benefits
Policy for Non-Executives 10-Q 000-15637 10.33 November 13, 1996

*10.8 Amended and Restated Silicon Valley
Bancshares Retention Program Plan 10-Q 000-15637 10.8 August 9, 2004

*10.9 Severance Agreement between the Company
and John C. Dean related to Garage.com� as of
August 12, 1998 10-Q 000-15637 10.40 November 13, 1998

*10.10 Severance Agreement between the Company
and Harry W. Kellogg related to Garage.com� as
of August 12, 1998 10-Q 000-15637 10.41 November 13, 1998

*10.11 1999 Employee Stock Purchase Plan 10-K 000-15637 10.44 March 17, 2000
*10.12 Silicon Valley Bancshares 1998 Equity

Incentive Plan, amended as of July 20, 2000 10-Q 000-15637 10.45 November 14, 2000
*10.13 Change in Control Severance Benefits Policy

of Silicon Valley Bank 10-Q 000-15637 10.46 November 14, 2000
*10.14 Consulting Agreement between Silicon Valley

Bancshares and John C. Dean, effective as of
May 1, 2001 10-Q 000-15637 10.47 May 15, 2001

*10.15 Silicon Valley Bancshares 1997 Equity
Incentive Plan, as amended DEF 14A 000-15637 B-1 March 16, 2005

*10.16 Form of Indemnity Agreement between the
Company and its directors and officers 10-Q 000-15637 10.50 November 14, 2003

*10.17 Severance Agreement between the Company
and Lauren Friedman 10-Q 000-15637 10.51 November 14, 2003

*10.18 Promissory Note Between Silicon Valley
Bancshares and Marc Verissimo dated
August 4, 2000 10-K 000-15637 10.52 March 11, 2004

*10.19 Bonus Agreement Between Silicon Valley
Bank and Marc Verissimo dated September 20,
2000 10-K 000-15637 10.53 March 11, 2004

*10.20 Promissory Note Between Silicon Valley
Bancshares and Ken Wilcox dated April 4,
2002 10-K 000-15637 10.54 March 11, 2004

*10.21 Promissory Note Between Silicon Valley
Bancshares and Marc Verissimo dated April 2,
2002 10-K 000-15637 10.55 March 11, 2004

*10.22 Promissory Note Between Silicon Valley
Bancshares and Greg Becker dated May 6,
2002 10-K 000-15637 10.56 March 11, 2004

*10.23 Promissory Note Between Silicon Valley
Bancshares and Greg Becker dated January 16,
2003 10-K 000-15637 10.57 March 11, 2004

*10.24 Silicon Valley Bancshares Senior Management
Incentive Compensation Plan 10-K 000-15637 10.58 March 11, 2004

*10.25 Separation Agreement Between Silicon Valley
Bank and Leilani Gayles dated July 16, 2003 10-K 000-15637 10.59 March 11, 2004

*10.26 Offer Letter to Jack Jenkins-Stark dated
February 20, 2004 10-Q 000-15637 10.26 May 7, 2004

*10.27 Offer Letter to David C. Webb dated May 25,
2004 10-Q 000-15637 10.27 August 9, 2004

*10.28 Silicon Valley Bank Deferred Compensation
Plan, as amended and restated 8-K 000-15637 10.29 November 3, 2004
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*10.29 Form of Restricted Stock Unit Agreement
under 1997 Equity Incentive 8-K 000-15637 10.30 November 5, 2004

*10.30 Form of Incentive Stock Option Agreement
under 1997 Equity Incentive Plan 10-Q 000-15637 10.31 November 9, 2004

*10.31 Form of Nonqualified Stock Option Agreement
under 1997 Equity Incentive Plan 10-Q 000-15637 10.32 November 9, 2004

*10.32 Form of Restricted Stock Award under 1997
Equity Incentive Plan 10-Q 000-15637 10.33 November 9, 2004

*10.33 Offer Letter to David Ketsdever dated
November 13, 2004 8-K 000-15637 10.34 November 30, 2004

14.1 Code of Ethics 10-K 000-15637 14.1 March 16, 2005
21.1 Subsidiaries of Silicon Valley Bancshares 10-K 000-15637 21.1 March 16, 2005
31.1 Rule 13a-14(a)/ 15d-14(a) Certification of

Principal Executive Officer ý
31.2 Rule 13a-14(a)/ 15d-14(a) Certification of

Principal Financial Officer ý
32.1 Section 1350 Certifications ý

�  Denotes management contract or any compensatory plan, contract or arrangement.

65

Edgar Filing: SVB FINANCIAL GROUP - Form 10-Q

Market Value of Portfolio Equity (MVPE) 193


