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Heritage Commerce Corp reports Financial Results
for the Year Ended December 31, 2002

Heritage Commerce Corp (the “Company”) (Nasdaq: HTBK) today reported consolidated
operating results for the year ended December 31, 2002. Consolidated net income was $7,177,000, or
$0.63 per diluted share, compared to $7,268,000, or $0.64 per diluted share, for the year ended
December 31, 2001. Return on average assets and return on average equity for the year ended
December 31, 2002 were 0.77% and 9.14%, respectively, compared with returns of 0.84% and
10.23%, respectively, for the year ended December 31, 2001.

For the three months ended December 31, 2002, the Company reported net income of $2,291,000,
or $0.20 per diluted share. For the three months ended December 31, 2001, net income was
$1,374,000, or $0.12 per diluted share. Return on average assets and return on average equity for the
three months ended December 31, 2002 were 0.95% and 11.07%, respectively, compared with returns
of 0.60% and 7.30%, respectively, for the three months ended December 31, 2001.

Net interest income declined $3,120,000, or 8%, for the year ended December 31, 2002 to
$37,519,000 from $40,639,000 for the year ended December 31, 2001. Although the Company
experienced a 5% increase in the volume of average earning assets during 2002, it did not fully offset
the effect of the decline in interest rates. Overall, the Company’s net interest margin declined 61 basis
points to 4.39% for the year ended December 31, 2002, from 5.00% for the year ended December 31,
2001, reflecting the impact of a full year’s reduction in interest rates that took place in 2001. The
Company’s net interest margin was 4.55% for the three months ended December 31, 2002, compared
with 4.17% for the three months ended December 31, 2001 and 4.36% for the third quarter of 2002,
evidencing the effect of interest bearing deposits repricing at lower interest rates.

Noninterest income was $9,030,000 for the year ended December 31, 2002, compared with
$6,297,000 for the year ended December 31, 2001. The increase in 2002 of $2,733,000, or 43%, was
primarily due to increases in gain on sale of securities of $304,000, service charges and other fees of
$458,000, servicing income of $603,000, gain on sale of SBA loans of $504,000, and other noninterest
income of $864,000. The increase in other noninterest income was primarily due to an increase in fees
of $459,000 from the Company’s residential mortgage loan operation. The increase in servicing
income and the overall increase in gain on sales of loans was primarily the result of increased SBA loan
origination from the Company’s eight SBA loan production offices. The increases in service charges
and other fees were primarily the result of an increase in activity resulting from the growth of the
Company. In addition, the fourth quarter of 2002 includes a $172,000 gain on sale of the Company’s
credit card portfolio and $103,000 of leasing income.

During 2002 the Company continued to focus on managing operating expenses. Noninterest
expense for the year ended December 31, 2002 was $33,209,000, down slightly from $33,348,000 for
the year ended December 31, 2001. Salaries and employee benefits, the single largest component of
operating expenses, were $18,116,000 for the year ended December 31, 2002, approximately equal to
$18,120,000 for the year ended December 31, 2001. The fourth quarter includes approximately
$300,000 of severance and other expenses associated with the merger of the wholly owned

subsidiaries of the Company. (OVER)
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... continued from front

As of December 31, 2002, the Company’s total assets were $958,752,000, an increase of $46,022,000, or
5%, from $912,730,000 as of December 31, 2001. Total loans were $673,907,000 as of December 31, 2002, up
6% from $632,917,000 as of December 31, 2001. Total deposits were $841,936,000 as of December 31, 2002,
up 4% from $807,908,000 as of December 31, 2001.

The Company added $2,663,000 to the loan loss provision in 2002, compared with $1,910,000 in 2001, an
increase of $753,000, or 39%. The Company’s net loan charge-offs for the year ended December 31, 2002 were
$591,000, representing 0.09% of average loans, compared to $406,000, representing 0.07% of average loans,
for the year ended December 31, 2001. The Company’s allowance for loan losses was $13,227,000, or 1.96% of
total loans, as of December 31, 2002, compared to $11,154,000, or 1.76% of total loans, as of December 31,
2001. The increase in the allowance for loan losses reflects continued weaknesses in the economy. The
Company’s nonperforming assets were $4,571,000, or 0.68% of outstanding loans, as of December 31, 2002,
primarily as a result of the placement of one commercial real estate loan on nonaccrual status in 2002. There
were no nonperforming assets as of December 31, 2001.

Shareholders’ equity as of December 31, 2002 was $82,865,000 compared with $74,574,000 as of
December 31, 2001. Book value per share increased to $7.39 as of December 31, 2002, from $6.71 as of
December 31, 2001. The Company’s leverage capital ratio was 10.80% as of December 31, 2002, up from
10.20% as of December 31, 2001. All of the Company’s subsidiary bank capital ratios continue to be above the
well-capitalized guidelines established by the bank regulatory agencies.

During 2002, the Company’s Board of Directors approved the merger of three of its wholly owned
commercial bank subsidiaries into the Company’s original wholly owned bank subsidiary. On January 1, 2003,
Heritage Bank East Bay, Heritage Bank South Valley, and Bank of Los Altos were merged into Heritage Bank of
Commerce. Heritage Bank East Bay, Heritage Bank South Valley, and Bank of Los Altos now operate as divisions of
Heritage Bank of Commerce and continue to serve their local markets and communities under their current
names. As the Company continues to develop, consolidating the four bank operations under one bank charter is
expected to eliminate many of the duplicate activities required to maintain four separate charters, thus creating
opportunities for additional cost savings and increased efficiency in the delivery of products and services.

Heritage Commerce Corp, a bank holding company established in February 1998, is the parent company of
Heritage Bank of Commerce, headquartered in San Jose. Heritage Bank of Commerce has three divisions:
Heritage Bank East Bay, headquartered in the city of Fremont with an office in Danville; Heritage Bank South
Valley in Morgan Hill with an office in Gilroy, and Bank of Los Altos, with two locations in Los Altos and one in
Mountain View, and SBA Loan Production Offices in San Jose, Fresno, Santa Cruz, Elk Grove, Watsonville, Chico,
Pittsburg, and Glendale.

The Company’s common stock is listed on the Nasdaq National Market under the symbol HTBK.

Readers should carefully review the risk factors described in other documents the Company files from time
to time with the Securities and Exchange Commission, including the Annual Report on Form 10-K for the year
ended December 31, 2001 and the Quarterly Reports on Form 10-Q filed by the Company in fiscal 2002.

For further information about the Company’s financial performance, contact Brad L. Smith, Chairman and
Chief Executive Officer, at (408) 947-6900 or visit the Company’s website at www.heritagecommercecorp.com.

Forward Looking Statement Disclaimer

This release may contain forward-looking statements that are subject to risks and uncertainties. Such risks and uncertainties may include
but are not necessarily limited to fluctuations in interest rates, inflation, government regulations and general economic conditions, and
competition within the business areas in which the Company is conducting its operations, including the real estate market in California and
other factors beyond the Company’s control. Such risks and uncertainties could cause results for subsequent interim periods or for the
entire year to differ materially from those indicated. For a discussion of factors which could cause results to differ, please see the Company’s
reports on Forms 10-K and 10-Q as filed with the Securities and Exchange Commission and the Company'’s press releases. Readers should
not place undue reliance on the forward-looking statements, which reflect management’s view only as of the date hereof. The Company

undertakes no obligation to publicly revise these forward-looking statements to reflect subsequent events or circumstances.
(END)




(1910)

% (1) 89CL $ LLIL S %L9 %9%¢ vLET $ CTIST $ 162°C $ swoou] 19N

%(12) OI+'td 00S°‘c %9¢ %IE 918 818 LOT‘T S9XB], 9UI0dU]

% (6) 8/9°T1T LL9°01 %SS % 8T 061°C 099°C 86¢‘C SOXE], 910Jod dUI0dU]

%0 svg‘ge 60T‘SE %ST %9 STLL 918 9188 9suadxy 1S9I9IUIUON [elo],
%(S) 82601 TTrot %0¢T %ST 149C €LSC ¥02°¢ asuadxy 1S9I9IUIUON 1930
%6 00€Yy 19 %ST %8 AN €61°T L8T'T yuswdinby R A>uedndadQ
%0 021°81 91181 %IT %(S) 1€6°C 085St SSeEY syyauag aa4o[dwy 3 saLees

rasuadxi 182.49JUIUON

%€t L6T9 0€0°6 %18 %81 1SN | 09€‘C €6L°T 9WI0OU] }SIIDIUTUON [elo],
%I 611°C £86°C %16 %19 TLS 189 ¥60°T QWO0DU] 1SAIAIUIUON T30
%8 124 ¥TE1 %7T9 %9 9¢T 79¢ €8¢ QwodU] 3UPIAIRS
%Ch 44 9¢0°T V/N %(1€) 0 19¢ 0ST  9[eS-10-3[qe[BAY SIMLINIIS JO SAES UO UTeD
%6¢C 8GL°1 79CC %¢TS %ST €St 965 889 SueOT JO 9[eS U0 ureH
%Ly £96 STH1 %bre %S Z8¢C 09¢ 8/¢ 99 I2YIQ puk sa3IeyD DIAIDS

ouloduj wwmkwuthoz

%68 016t €99°C %P %1(07T) 9.9 0SL L6S UOISIAOIJ SSO'T URO]

% (8) 6£9°0Y 61S‘LE %T¢TI %L 81t6‘S 96£°6 8001 awIodu] 1sa193U] 19N

%(LE)  99¢YT LETST %(28) % (0T) 0S¢‘s G59°¢ 962°¢ asuadxy Isa193u]

%(61) S00°S9$ 9G4TS $ %(9) % 86T VT $ I1S0°CT $ PrEET $ QUIOdU] 1S3I93U]

DID JUIUWIIIDIS W OIU]

%0 TCL6LETT  TLE LIV IT %1 %0 6S6°I8ETT  6ST8YYIT  SP6‘0SH 1T SurpueisinQ saieys paInjiq "SAY paiysepm

%I LSTTSOTT  L8TLSITIT %1 %0 PS8CTTIT  SOL'69TTT  €86°LZ6T°TT  SurpueisinQ saIeys diseq “3AY paiysam

%I L96VITTIT  +vIVPICTI %1 %0 L96VTITTIT  LI6HSIIT  $IVHICII SurpueisinQ sareys JOd

%O0T 1249 § 6L $ %01 %¢C 129 $ TTL % 6L $ areys 1ad anfep yoog (dJOH) poLed Jo pug
%(2) ¥9°0 $ €90 $ %L9 %S¢T ZIo $ 910 $ 0z0 ¢ Sdd pemia
%(€) 990 ¢ Y90 $ %29 %ST Zro $ 910 $ 0zo0 ¢ Sdd d1seg

Ammmc ouwﬂm Iad mmﬁ:ﬁﬂmm

a3uey)d 1002 T00%¢T 100%T T00T 1002 200¢ 2002 DID{ 24DYS Jod

Juad19d ‘Ig 99 ‘Ig 92 ‘1€ 99@ ‘og -ades ‘I¢ 99 ‘og -1das ‘I¢ *99d
0069-L¥6 (80%)
€I1S6 VD ‘Osor ues “pA[g Uspew[y 0ST
(syunoure a1eys I9d 3dedxa ‘Spuesnoy) ul sIefoq) ddO0OD d9D0Y4dWWOD

(paupneun) — UONBULIOJU] [BIDUBUL] PO)BPI[OSUOD) PISUIPUO) mﬁw/\r_ﬁ%% m_ﬁz



%9 %0201 %08°0T %9 %0 %0201 %ES'0T %08°0T oY 93RIIAIT
V/N V/N %68C V/N %IT V/N %7¢9T %68¢ SURO 3UIULIOIS]-UON 03
%IT %9L'T %96°'T %IT %0 %9L°'T %L6'T %96°'T sueoT [e30], 03
:S9SSOT UeOT .5.« IUBMOIY
%(C1)  %00°S %6E Y %6 %P %LTY %9Et %SSY UISIRIA 1S9191U] 19N
% (£) %8¢ %8S°E %6 %E %LE'E %LS'E %89°C  SI9SSY 9ZBISAY JO JUSDIS] SB ISUAXD ISIDIUIUON
%0 %S0 1. %Y 1L %(9) %/(€) %E9ECL %66°0L %68°89 oney Adusnyyy
%(IT)  %ETOL %Y1°6 %TS %CT %0E°L %S0°6 %LO'TT d0Y pazienuuy
% (8) %%8°0 %LLO %68 %ET %09°0 %LLO %S6°0 VOY pazijenuuy
sonuny
%61 pST'IT  §  LTTel § %61 %L PSTTT  §  9TbCT § [TT’el § SoAI9S3Y SSOT UBOT JOH
%6E  %L0O0 %60°0 %(028) % (602) %90°0 %210 %(€1°0) SUBOT3AY JO 04 SB (SOLIDA0DY)/SJPO-931eYD 19N
%9t 90t $ 16S $ %F2e) % (TIT) S6 $ 161 $ (e12) % (S9119A009Y) / SPFO-981eYD 19N dOH
V/N O $ 0 $ V/N V/N 0 $ 0 $ 0 $ SumIy [[BS pue sueoT an( sed £Aep-06 JOI
VN 0 $ 145V S V/N % (¥) 0 $  LbLY 0§ 1LY $ $39ssy SUIULIOJISd-UON [e30], dOH
VN 0 $ 145V S V/N % () 0 $ LY 0§ 1LY $ SuBOT [ENIDY-UON JOH
DIDQ A1PNY 11P3LD
%IT  bLSVL $ S98°C8 $ %Il %€ vLS'VL $ T6L°08 $ S98°C8 $ Lymby dod
%P 806°L08% 9€6°I¥8$% %P %0 806°4L08$% LE6'I¥8$ 9£6°IV8$ sytsodad dO3 [2I0L
% (82)  L¥L06C $65°80C % (82) % (21) L¥L06T 08T1°LET $65°80T sysoda(q aw],
%92 S66°6C¢ L1¥°06C %92 %E S66°6C¢ 00v28¢2 L1¥°06C 19)IRIN ASUOIA/SSUIARS
%LIT 62508 60Ev6 %LT %TI 62508 185v8 60Ev6 Surreaq 3sa1a1u] — sysoda puewa(q
%0¢T £€9°90T $ 9T9°8HC $ %0¢ %S ££9°90C $§  9LLLET $  919°8pC $ Sulreaq IsaIUIUON - sysodaq puewsg
ssusodag doA
%S 0SL4C16$ TSL‘8S6$ %S %0 0SL‘CTI6$ TBT9S6$ TSL8S6$ $39ssY dOd
%9 L16CTE9$ LO6°SL9S %9 %L L16°CTE9$ $89°0€9$% L06°SL9$ sueoT dOd [®IOL
%(92) €£8°‘c 0S8°C % (92) % (#€) €e8°¢ 0zeY 0S8°C Jawnsuo)
%9¢ 888°80C 192°€9¢C %9¢C %ST 888°80C 969°8C¢C 192°€9¢ [erIaWuIo)
%9 611°9tC ¥16°6S¢ %9 %0 611°9%C L£019C ¥16°6SC 93e31I0]\ — 21e3IsH [e9Y
%(ST)  ZL0PLT $  TTBULYVT $ %(ST) %8 LLOVLT $  TE99ET $  TTBLVI $ UuondNIISu0) pue pue] — 21elsy [ey
SUDOT dOH
SaouDPIPY POLIdd JO puq
%S EITLLL $  SOV'8I8 $ %€ %T STSTI8 §  88Y6I8 §  6¥8°8€8 § susoda( 23e104Y
%01 9S0°TZ § SIS8L § %01 %E veovL $  vev'eL $ 6808 § Aymby a3e1aay
%9 T00°€LS §  0TTL09 $ % (1) % (1) L6€609 §  LES609 $§ ¥0T909 $ spun,j SuLIesq 1s313u] 23814y
%L ¥29'898 §  €8L°LT6 $ %S %€ S8€'606 §  €E€¥'8T6 §  €TOVS6 $ 51985V 93eI9AY
%S 9GS€I8 $ TLOPS8 $ %E %E LE6°0S8 $  86CPS8 $  S98°9/8 $ $19sSy SUIUIRy 93RISAY
%S 6€L60C $ 00L91T $ %9 %S €L1°81C $§ €0€CCT $ SIECET $ $19ssy Suruiey 1930 23eIoAY
%S LI8°L09 $ TL6'LEY $ %T %CT 9269 $  S66'TE9 $  0SSPP9 $ SUROT 93RIDAY
aduey) 100%C 200%¢ 1002 200%T 1002 T00% 2002 S20UDIDY 28DJIIAY
JuIdd  ‘Ig 92d ‘Ig 99 ‘1g '99@  ‘o¢g *3dss ‘IE *92a ‘og "ydas ‘I€ "92a

(paupneun) — UONBULIOJU] [RIDURUI]
Po1BpI[OSUOD PISUIPUO) ***IU0D



