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Valley Community Bancshares, Inc. Reports Improved Second Quarter 2003 Earnings

PUYALLUP, WA—July 28, 2003—Valley Community Bancshares, Inc., parent company to Valley Bank of
Puyallup, Washington, today announced results for the three and six months ended June 30, 2003.

For the second quarter ended June 30, 2003, earnings totaled $527,000, or $.45 per diluted share, an increase
from the $509,000, or $.43 per diluted share earned for the same quarter of the previous year.

For the first half of 2003, earnings totaled $972,000 or $.83 per diluted share, a decrease from the $1,059,000 or
$.89 per diluted share earned for the same quarter of the previous year.

David Brown, President and Chief Executive Officer stated: “The first half of 2003 presented a challenging
interest-rate environment as rates declined to their lowest levels in forty years. Revenue growth slowed as a
result of the compression in net interest margin as customers refinanced their loans to benefit from the
historically low interest rates.”

Mr. Brown further indicated, “However, because of our purchase of Puget Sound Mortgage Brokers last May,
we have been able to capitalize on these current low interest rates by significantly increasing our volume of
mortgage loans brokered and resulting origination fee income.”

The increase in second quarter earnings can be primarily attributed to a $117,000 increase in noninterest income
and a $60,000 decrease in the provision for loan losses. Impacting noninterest income was a $71,000 increase in
origination fees earned on mortgage loans brokered. Offsetting the increase in noninterest income was an
increase in noninterest expense. Noninterest expense was impacted by a $75,000 increase in salaries and
employee benefits associated with the recent opening of the Company’s new Kent and Gig Harbor facilities.

The decrease in the first half earnings can be primarily attributed to a $414,000 increase in noninterest expense.
Impacting noninterest expense was a $212,000 increase in salaries and employee benefits associated with the
recent opening of the Company’s new Kent and Gig Harbor facilities. Offsetting the increase in noninterest
expense was an increase in noninterest income and a $91,000 decrease in the provision for loan losses.
Noninterest income was impacted by a $162,000 increase in origination fees earned on mortgage loans
brokered.

At June 30, 2003, total assets were $176 million compared to $172 million at December 31, 2002. Loans
increased to $110 million and deposits increased to $152 million at June 30, 2003, compared to loans and
deposits of $105 million and $147 million at December 31, 2002, respectively.

Valley Bank serves the South King and Pierce County region of Washington State with eight banking facilities,
one drive-up facility, a commercial loan production office, and a mortgage production office.



This press release contains "forward-looking statements™ as defined by federal securities laws. These statements
address issues that involve risks, uncertainties, estimates and assumptions made by management, and actual
results could differ materially from the results contemplated by these forward-looking statements. Factors that
could have a material adverse effect on the operations and future prospects of the company include, but are not
limited to, changes in: interest rates, general economic conditions, legislative/regulatory policies, monetary and
fiscal policies of the U.S. Government, including policies of the U.S. Treasury and the Board of Governors of
the Federal Reserve System, the quality or composition of the loan or investment portfolios, demand for loan
products, deposit flows, competition, demand for financial services in the company's market area, and
accounting principles, policies and guidelines. Other risk factors are detailed from time to time in the
Company's Securities and Exchange Commission filings. Readers should consider these risks and uncertainties
in evaluating forward-looking statements and should not place undue reliance on such statements. Valley
Community Bancshares, Inc. undertakes no obligation to update these statements following the date of this
press release.
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