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Part1
Item 1. Business

General

2 ¢ EEINT3

First Citizens BancShares, Inc. (“we,” “us,” “our,” “BancShares”) was incorporated under the laws of Delaware on August 7,
1986, to become the holding company of First-Citizens Bank & Trust Company (“FCB,” or “the Bank”), its banking subsidiary.
FCB opened in 1898 as the Bank of Smithfield in Smithfield, North Carolina, and later changed its name to First-Citizens Bank &
Trust Company. BancShares has expanded through de novo branching and acquisitions and now operates in 19 states, providing
a broad range of financial services to individuals, businesses and professionals. At December 31,2019, BancShares had total assets
of $39.82 billion.

Throughout its history, the operations of BancShares have been significantly influenced by descendants of Robert P. Holding, who
came to control FCB during the 1920s. Robert P. Holding’s children and grandchildren have served as members of the Board of
Directors (the “Board”), as chief executive officers and in other executive management positions and, since BancShares’ formation
in 1986, have remained sharecholders owning a large percentage of its common stock.

The Chairman of the Board and Chief Executive Officer, Frank B. Holding, Jr., is the grandson of Robert P. Holding. Hope Holding
Bryant, Vice Chairman of BancShares, is Robert P. Holding’s granddaughter. Peter M. Bristow, President and Corporate Sales
Executive of BancShares, is the brother-in-law of Frank B. Holding, Jr. and Hope Holding Bryant.

BancShares seeks to meet the financial needs of both individuals and commercial entities in its market areas through a wide range
of retail and commercial banking services. Loan services include various types of commercial, business and consumer lending.
Deposit services include checking, savings, money market and time deposit accounts. BancShares’ subsidiaries also provide
mortgage lending, a full-service trust department, wealth management services for businesses and individuals, and other activities
incidental to commercial banking. FCB’s wholly owned subsidiaries, First Citizens Investor Services, Inc. (“FCIS”) and First
Citizens Asset Management, Inc. (“FCAM?”), provide various investment products and services. As a registered broker/dealer,
FCIS provides a full range of investment products, including annuities, discount brokerage services and third-party mutual funds.
As registered investment advisors, FCIS and FCAM provide investment management services and advice.

BancShares’ subsidiaries deliver products and services to its customers through an extensive branch network as well as digital
banking, telephone banking and various ATM networks. Services offered at most offices include the taking of deposits, the cashing
of checks and providing for individual and commercial cash needs. Business customers may conduct banking transactions through
the use of remote image technology.

Statistical information regarding our business activities is found in Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations.

Competition

The financial services industry is highly competitive. BancShares’ subsidiaries compete with national, regional and local financial
services providers. In recent years, the ability of non-bank financial entities to provide services has intensified competition. Non-
bank financial service providers are not subject to the same significant regulatory restrictions as traditional commercial banks.
More than ever, customers have the ability to select from a variety of traditional and nontraditional alternatives. Competition is
based on a number of factors including, among others, customer service, quality and range of products and services offered, price,
reputation, interest rates on loans and deposits and customer convenience.

FCB’s primary deposit markets are North Carolina and South Carolina, which represent approximately 48.8% and 23.2%,
respectively, of total FCB deposits. FCB’s deposit market share in North Carolina was 4.4% as of June 30, 2019, based on the
Federal Deposit Insurance Corporation (“FDIC”) Deposit Market Share Report, which makes FCB the fourth largest bank in North
Carolina. The three banks larger than FCB based on deposits in North Carolina as of June 30,2019, which include Bank of America,
BB&T (now a part of Truist Bank) and Wells Fargo, collectively controlled 74.1% of North Carolina deposits. In South Carolina,
FCB was the fourth largest bank in terms of deposit market share with 9.0% at June 30, 2019. The three larger banks, which include
Bank of America, BB&T (now a part of Truist Bank) and Wells Fargo, collectively represent 43.5% of total deposits in South
Carolina as of June 30, 2019.



Geographic Locations and Employees

As of December 31, 2019, BancShares operated 574 branches in Arizona, California, Colorado, Florida, Georgia, Kansas,
Maryland, Missouri, North Carolina, New Mexico, Oklahoma, Oregon, South Carolina, Tennessee, Texas, Virginia, Washington,
Wisconsin and West Virginia. BancShares and its subsidiaries employ approximately 6,821 full-time staff and approximately 355
part-time staff for a total of 7,176 employees.

Business Combinations

BancShares pursues growth through strategic acquisitions to enhance organizational value, strengthen its presence in existing
markets, as well as expand its footprint in new markets. Additional information relating to business combinations is set forth in
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations, under the caption “Business
Combinations,” and Item 8. Notes to Consolidated Financial Statements, Note B, Business Combinations, in this Form 10-K.

Regulatory Considerations

Various laws and regulations administered by regulatory agencies affect BancShares’ and its subsidiaries’ corporate practices,
including the payment of dividends, the incurrence of debt, and the acquisition of financial institutions and other companies; they
also affect business practices, such as the payment of interest on deposits, the charging of interest on loans, the types of business
conducted, and the location of offices.

Numerous statutes and regulations also apply to and restrict the activities of BancShares and its subsidiaries, including limitations
on the ability to pay dividends, capital requirements, reserve requirements, deposit insurance requirements and restrictions on
transactions with related persons and entities controlled by related persons. The impact of these statutes and regulations is discussed
below and in the accompanying consolidated financial statements.

Dodd-Frank Act. The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”), enacted in 2010,
significantly restructured the financial services regulatory environment; imposed significant regulatory and compliance changes;
increased capital, leverage and liquidity requirements; and expanded the scope of oversight responsibility of certain federal agencies
through the creation of new oversight bodies. For example, the Dodd-Frank Act established the Consumer Financial Protection
Bureau (“CFPB”) with broad powers to supervise and enforce consumer protection laws.

Effective during 2018, the Economic Growth, Regulatory Relief, and Consumer Protection Act (the “EGRRCPA”), while largely
preserving the fundamental elements of the post-Dodd-Frank Act regulatory framework, modified certain requirements of the
Dodd-Frank Act as they applied to regional and community banking organizations. Certain of the significant requirements of the
Dodd-Frank Act are listed below with information regarding how they apply to BancShares following the enactment of the
EGRRCPA.

*  Capital Planning and Stress Testing. The Dodd-Frank Act mandated stress tests be developed and performed to ensure financial
institutions have sufficient capital to absorb losses and support operations during multiple economic and bank scenarios. The
EGRRCPA gave immediate relief from stress testing for applicable bank holding companies and therefore, BancShares is no
longer required to submit company-run annual stress tests. Notwithstanding these amendments to the stress testing
requirements, the federal banking agencies indicated, through inter-agency guidance, the capital planning and risk management
practices of institutions with total assets less than $100 billion would continue to be reviewed through the regular supervisory
process. BancShares will continue to monitor its capital consistent with the safety and soundness expectations of the federal
regulators through the use of internal, customized stress testing in order to support the business and its capital planning process,
as well as prudent risk mitigation.

o The Volcker Rule. The Volcker Rule was promulgated to implement provisions of the Dodd-Frank Act. It prohibits banks and
their affiliates from engaging in proprietary trading and investing in and sponsoring hedge funds and private equity funds.
The EGRRCPA exempted many financial institutions with total consolidated assets of less than $10 billion from the Volcker
Rule, but it continues to apply to BancShares and its subsidiaries. However, the Volcker Rule does not significantly impact
our operations as we do not have any significant engagement in the businesses it prohibits.

o Ability-to-Repay and Qualified Mortgage Rule. Creditors are required to comply with mortgage reform provisions prohibiting
the origination of any residential mortgages that do not meet rigorous Qualified Mortgage standards or Ability-to-Repay
standards. All mortgage loans originated by FCB meet Ability-to-Repay standards and a substantial majority also meet
Qualified Mortgage standards. The EGRRCPA impact on the original Ability-to-Repay and Qualified Mortgage standards is
only applicable to banks with less than $10 billion in total consolidated assets.
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BancShares

General. As a financial holding company registered under the Bank Holding Company Act (“BHCA”) of 1956, as amended,
BancShares is subject to supervision, regulation and examination by the Federal Reserve Board (“Federal Reserve,” or “FRB”).
BancShares is also registered under the bank holding company laws of North Carolina and is subject to supervision, regulation
and examination by the North Carolina Commissioner of Banks (“NCCOB”).

Permitted Activities. A bank holding company is limited to managing or controlling banks, furnishing services to or performing
services for its subsidiaries, and engaging in other activities the Federal Reserve determines by regulation or order to be so closely
related to banking or managing or controlling banks as to be a proper incident thereto. In addition, bank holding companies that
qualify and elect to be financial holding companies, such as BancShares, may engage in any activity, or acquire and retain the
shares of a company engaged in any activity, that is either (i) financial in nature or incidental to such financial activity (as determined
by the Federal Reserve in consultation with the Secretary of the Treasury) or (ii) complementary to a financial activity and does
not pose a substantial risk to the safety and soundness of depository institutions or the financial system generally (as solely
determined by the Federal Reserve), without prior approval of the Federal Reserve. Activities financial in nature include securities
underwriting and dealing, serving as an insurance agent and underwriter and engaging in merchant banking.

Acquisitions. A bank holding company (“BHC”’) must obtain approval from the Federal Reserve prior to directly or indirectly
acquiring ownership or control of 5% of the voting shares or substantially all of the assets of another BHC or bank or prior to
merging or consolidating with another BHC.

Status Requirements. To maintain financial holding company status, a financial holding company and all of its depository institution
subsidiaries must be well-capitalized and well-managed. A depository institution subsidiary is considered to be well-capitalized
if it satisfies the requirements for this status under applicable Federal Reserve capital requirements. A depository institution
subsidiary is considered well managed if it received a composite rating and management rating of at least “satisfactory” in its most
recent examination. If a financial holding company ceases to meet these capital and management requirements, the Federal Reserve
may impose limitations or conditions on the conduct of its activities.

Capital Requirements. The Federal Reserve imposes certain capital requirements on bank holding companies under the BHCA,
including a minimum leverage ratio and a minimum ratio of “qualifying” capital to risk-weighted assets. These requirements are
described below under “Subsidiary Bank - FCB.” As of December 31, 2019, the risk-based Tier 1, common equity Tier 1, total
capital and leverage capital ratios of BancShares were 10.86%, 10.86%, 12.12% and 8.81%, respectively, and each capital ratio
listed above exceeded the applicable minimum requirements as well as the well-capitalized standards. Subject to its capital
requirements and certain other restrictions, BancShares is able to borrow money to make capital contributions to FCB and such
loans may be repaid from dividends paid by FCB to BancShares.

Source of Strength. Under the Dodd-Frank Act, bank holding companies are required to act as a source of financial and managerial
strength to their subsidiary banks. Under this requirement, BancShares is expected to commit resources to support FCB, including
times when BancShares may not be in a financial position to provide such resources. Any capital loans made by a bank holding
company to any of its subsidiary banks are subordinate in right of payment to depositors and to certain other indebtedness of such
subsidiary banks. In the event of a bank holding company’s bankruptcy, any commitment by the bank holding company to a federal
bank regulatory agency to maintain the capital of a subsidiary bank will be assumed by the bankruptcy trustee and entitled to
priority of payment.

Safety and Soundness. The federal bank regulatory agencies have adopted guidelines prescribing safety and soundness standards.
These guidelines establish general standards relating to internal controls and information systems, internal audit systems, loan
documentation, credit underwriting, interest rate exposure, asset growth and compensation, fees and benefits. In general, the
guidelines require, among other things, appropriate systems and practices to identify and manage the risk and exposures specified
in the guidelines. There are a number of obligations and restrictions imposed on bank holding companies and their subsidiary
banks by law and regulatory policy that are designed to minimize potential loss to the depositors of such depository institutions
and to the FDIC insurance fund in the event of a depository institution default.



Limits on Dividends and Other Payments. BancShares is a legal entity, separate and distinct from its subsidiaries. Revenues of
BancShares primarily result from dividends received from FCB. There are various legal limitations applicable to the payment of
dividends by FCB to BancShares and to the payment of dividends by BancShares to its shareholders. The payment of dividends
by FCB or BancShares may be limited by certain factors, such as requirements to maintain capital above regulatory guidelines.
Bank regulatory agencies have the authority to prohibit FCB or BancShares from engaging in an unsafe or unsound practice in
conducting their business. The payment of dividends, depending on the financial condition of FCB or BancShares, could be deemed
to constitute such an unsafe or unsound practice.

Under the Federal Deposit Insurance Act, insured depository institutions, such as FCB, are prohibited from making capital
distributions, including the payment of dividends, if, after making such distributions, the institution would become
“undercapitalized” as such term is used in the statute. Additionally, under Basel III capital requirements, banking institutions with
aratio of common equity Tier 1 to risk-weighted assets above the minimum but below the conservation buffer will face constraints
ondividends, equity repurchases and compensation based on the amount of the shortfall. Based on FCB’s current financial condition,
BancShares currently does not expect these provisions to have any material impact on its ability to receive dividends from FCB.
BancShares’ non-bank subsidiaries pay dividends to BancShares periodically on a non-regulated basis.

Subsidiary Bank - FCB

General. FCB is a state-chartered bank, subject to supervision and examination by, and the regulations and reporting requirements
of, the FDIC and the NCCOB. Deposit obligations are insured by the FDIC to the maximum legal limits.

Capital Requirements. Bank regulatory agencies approved Basel III regulatory capital guidelines aimed at strengthening existing
capital requirements through a combination of higher minimum capital requirements, new capital conservation buffers and more
conservative definitions of capital and balance sheet exposure. BancShares and FCB implemented the requirements of Basel 111
effective January 1, 2015, subject to a transition period for several aspects of the rule. The table below describes the minimum
and well-capitalized requirements.

Basel 111 Basel 111
Basel 111 conservation conservation
minimum buffer buffer Basel I1I well-
requirement 2019 2018 capitalized

Leverage ratio 4.00% N/A N/A 5.00%
Common equity Tier 1 4.50% 2.50% 1.875% 6.50%
Tier 1 capital ratio 6.00% 2.50% 1.875% 8.00%
Total capital ratio 8.00% 2.50% 1.875% 10.00%

The capital conservation buffer is designed to absorb losses during periods of economic stress. Banking institutions with ratios
above the minimum, but below the conservation buffer, will face constraints on dividends, equity repurchases and compensation
based on the amount of the shortfall. The transitional period began in 2016 and the capital conservation buffer requirement was
phased in beginning January 1, 2016, at 0.625% of risk-weighted assets, increasing each year until fully implemented on January
1, 20109.

Failure to meet minimum capital requirements may result in certain actions by regulators that could have a direct material effect
on FCB’s consolidated financial statements. As of December 31, 2019, FCB exceeded the applicable minimum requirements as
well as the well-capitalized standards.

Although FCB is unable to control the external factors influencing its business, by maintaining high levels of balance sheet liquidity,
prudently managing interest rate exposures, ensuring capital positions remain strong and actively monitoring asset quality, FCB
seeks to minimize the potentially adverse risks of unforeseen and unfavorable economic trends and to take advantage of favorable
economic conditions and opportunities when appropriate.

Transactions with Affiliates. Pursuant to Sections 23A and 23B of the Federal Reserve Act, Regulation W and Regulation O, the
authority of FCB to engage in transactions with related parties or “affiliates” or to make loans to insiders is limited. Loan transactions
with an affiliate generally must be collateralized and certain transactions between FCB and its affiliates, including the sale of
assets, the payment of money or the provision of services, must be on terms and conditions that are substantially the same, or at
least as favorable to FCB, as those prevailing for comparable nonaffiliated transactions. In addition, FCB generally may not
purchase securities issued or underwritten by affiliates.



FCB receives management fees from its subsidiaries and BancShares for expenses incurred for performing various functions on
their behalf. These fees are charged to each company based upon the estimated cost for usage of services by that company. The
fees are eliminated from the consolidated financial statements.

Community Reinvestment Act. FCB is subject to the requirements of the Community Reinvestment Act of 1977 (“CRA”). The
CRA imposes on financial institutions an affirmative and ongoing obligation to meet the credit needs of the local communities,
including low-and-moderate-income neighborhoods. If FCB receives a rating from the Federal Reserve of less than “satisfactory”
under the CRA, restrictions would be imposed on our operating activities. In addition, in order for a financial holding company,
like BancShares, to commence any new activity permitted by the BHCA or to acquire any company engaged in any new activity
permitted by the BHCA, each insured depository institution subsidiary of the financial holding company must have received a
rating of at least “satisfactory” in its most recent examination under the CRA. FCB currently has a “satisfactory” CRA rating.

Anti-Money Laundering and the United States Department of the Treasury s Office of Foreign Asset Control (“OFAC”) Regulation.
Governmental policy in recent years has been aimed at combating money laundering and terrorist financing. The Bank Secrecy
Act of 1970 (“BSA”) and subsequent laws and regulations require financial institutions to take steps to prevent the use of their
systems to facilitate the flow of illegal or illicit money or terrorist funds. The USA Patriot Act of 2001 (“Patriot Act”) significantly
expanded anti-money laundering (“AML”) and financial transparency laws and regulations by imposing new compliance and due
diligence obligations, including standards for verifying customer identification at account opening and maintaining expanded
records, as well as rules promoting cooperation among financial institutions, regulators and law enforcement entities in identifying
persons who may be involved in terrorism or money laundering. These rules were expanded to require new customer due diligence
and beneficial ownership requirements in 2018. An institution subject to the BSA, such as FCB, must additionally provide AML
training to employees, designate an AML compliance officer and annually audit the AML program to assess its effectiveness. The
United States has imposed economic sanctions on transactions with certain designated foreign countries, nationals and others. As
these rules are administrated by OFAC, these are generally known as the OFAC rules. Failure of a financial institution to maintain
and implement adequate BSA, AML and OFAC programs, or to comply with all the relevant laws and regulations, could have
serious legal and reputational consequences, including material fines and sanctions. FCB has implemented a program designed
to facilitate compliance with the full extent of the applicable BSA and OFAC related laws, regulations and related sanctions.

Consumer Laws and Regulations. FCB is also subject to certain laws and regulations designed to protect consumers in transactions
with banks. These laws include the Truth in Lending Act, the Truth in Savings Act, the Electronic Funds Transfer Act, the Expedited
Funds Availability Act, the Equal Credit Opportunity Act, Real Estate Settlement Procedures Act, Home Mortgage Disclosure
Act, the Fair Credit Reporting Act, the Fair Debt Collection Practices Act, the Fair Housing Act and the Servicemembers Civil
Relief Act. The laws and related regulations mandate certain disclosures and regulate the manner in which financial institutions
transact business with certain customers. FCB must comply with these consumer protection laws and regulations in its relevant
lines of business.

Available Information

BancShares does not have its own separate Internet website. However, FCB’s website (www.firstcitizens.com) includes a hyperlink
to the Securities and Exchange Commission’s (“SEC”’) website where the public may obtain copies of BancShares’ annual reports
on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports, free of charge, as
soon as reasonably practicable after they are electronically filed with or furnished to the SEC. Interested parties may also directly
access the SEC’s website (www.sec.gov), which contains reports and other information electronically filed by BancShares.

Item 1A. Risk Factors

We are subject to a number of risks and uncertainties that could have a material impact on our business, financial condition and
results of operations and cash flows. As a financial services organization, certain elements of risk are inherent in our transactions
and operations and are present in the business decisions we make. We encounter risk as part of the normal course of our business,
and we design risk management processes to help manage these risks. Our success is dependent on our ability to identify, understand
and manage the risks presented by our business activities. We categorize risk into the following areas:

*  Operational Risk: The risk of loss resulting from inadequate or failed processes, people and systems or from
external events.

*  Credit Risk: The risk a borrower will fail to perform on an obligation.
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*  Market Risk: The risk to BancShares’ financial condition resulting from adverse movements in market rates or
prices, including, but not limited to, interest rates, foreign exchange rates or equity prices.

»  Liquidity Risk: The risk that BancShares will be unable to meet its obligations as they come due because of an
inability to (i) liquidate assets or obtain adequate funding (referred to as “Funding Liquidity Risk™), or (ii) unwind
or offset specific exposures without significantly lowering market prices because of inadequate market depth or
market disruptions (“Market Liquidity Risk™).

e Capital Adequacy Risk: The risk that capital levels are inadequate to preserve the safety and soundness of
BancShares, support ongoing business operations and strategies and provide support against unexpected or sudden
changes in the business/economic environment.

*  Compliance Risk: The risk of loss or reputational harm resulting from regulatory sanctions, fines, penalties or
losses due to the failure to comply with laws, rules, regulations or other supervisory requirements applicable to a
financial institution.

+  Strategic Risk: The risk to earnings or capital arising from business decisions or improper implementation of those
decisions.

» Financial Reporting Risk: The risk that financial information is reported incorrectly, including incorrect or
incomplete financial information, errors and omissions, or improper application of accounting standards.

Therisks and uncertainties management believes are material are described below. The risks listed are not the only risks BancShares
faces. Additional risks and uncertainties that are not currently known or that management does not currently deem material could
also have a material adverse impact on our financial condition and/or the results of our operations or our business. If such risks
and uncertainties were to materialize or the likelihoods of the risks were to increase, the market price of our common stock could
significantly decline.

Operational Risks
We face significant operational risks in our businesses.

Safely conducting and growing our business requires that we create and maintain an appropriate operational and organizational
control infrastructure. Operational risk can arise in numerous ways, including employee fraud, customer fraud and control lapses
in bank operations and information technology. Our dependence on our employees and internal and third party automated systems
to record and process transactions may further increase the risk that technical failures or system-tampering will result in losses
that are difficult to detect. We may be subject to disruptions of our operating systems arising from events that are wholly or partially
beyond our control. Failure to maintain appropriate operational infrastructure and oversight can lead to loss of service to customers,
legal actions and noncompliance with various laws and regulations. We have implemented internal controls that are designed to
safeguard and maintain our operational and organizational infrastructure and information. However, all internal control systems,
no matter how well designed, have inherent limitations. Therefore, even those systems determined to be effective can provide
only reasonable assurance with respect to financial statement preparation and presentation.

A cyber attack, information or security breach, or a technology failure of ours or of a third party could adversely affect our ability
to conduct our business, manage our exposure to risk, result in the disclosure or misuse of confidential or proprietary information,
increase our costs to maintain and update our operational and security systems and infrastructure, and adversely impact our
results of operations, liquidity and financial condition, as well as cause legal or reputational harm.

Our businesses are highly dependent on the security and efficacy of our infrastructure, computer and data management systems,
as well as those of third parties with whom we interact or on whom we rely. Our businesses rely on the secure processing,
transmission, storage and retrieval of confidential, proprietary and other information in our computer and data management systems
and networks, and in the computer and data management systems and networks of third parties. In addition, to access our network,
products and services, our customers and other third parties may use personal mobile devices or computing devices that are outside
of our network environment and are subject to their own cybersecurity risks.



We, our customers, regulators and other third parties have been subject to, and are likely to continue to be the target of, cyber
attacks. These cyber attacks include computer viruses, malicious or destructive code, phishing attacks, denial of service or
information or other security breaches that could result in the unauthorized release, gathering, monitoring, misuse, loss or destruction
of confidential, proprietary and other information of ours, our employees, our customers or of third parties, damages to systems,
or other material disruption to our or our customers’ or other third parties’ network access or business operations. As cyber threats
continue to evolve, we may be required to expend significant additional resources to continue to modify or enhance our protective
measures or to investigate and remediate any information security vulnerabilities or incidents. Despite efforts to protect the integrity
of our systems and implement controls, processes, policies and other protective measures, we may not be able to anticipate all
security breaches, nor may we be able to implement guaranteed preventive measures against such security breaches.

Cybersecurity risks for banking organizations have significantly increased in recent years in part because of the proliferation of
new technologies, and the use of the Internet and telecommunications technologies to conduct financial transactions. For example,
cybersecurity risks may increase in the future as we continue to increase our mobile-payment and other internet-based product
offerings and expand our internal usage of web-based products and applications. In addition, cybersecurity risks have significantly
increased in recent years in part due to the increased sophistication and activities of organized crime groups, hackers, terrorist
organizations, hostile foreign governments, disgruntled employees or vendors, activists and other external parties, including those
involved in corporate espionage. Even the most advanced internal control environment may be vulnerable to compromise.
Additionally, the existence of cyber attacks or security breaches at third parties with access to our data, such as vendors, may not
be disclosed to us in a timely manner.

Although to date we have not experienced any material losses or other material consequences relating to technology failure, cyber
attacks or other information or security breaches, whether directed at us or third parties, there can be no assurance that we will
not suffer such losses or other consequences in the future. As aresult, cybersecurity and the continued development and enhancement
of our controls, processes and practices designed to protect our systems, computers, software, data and networks from attack,
damage or unauthorized access remain a priority.

We also face indirect technology, cybersecurity and operational risks relating to the customers, clients and other third parties with
whom we do business or upon whom we rely to facilitate or enable our business activities, including financial counterparties;
financial intermediaries such as clearing agents, exchanges and clearing houses; vendors; regulators; providers of critical
infrastructure such as internet access and electrical power. As a result of increasing consolidation, interdependence and complexity
of financial entities and technology systems, a technology failure, cyber attack or other information or security breach that
significantly degrades, deletes or compromises the systems or data of one or more financial entities could have a material impact
on counterparties or other market participants, including us. This consolidation interconnectivity and complexity increases the
risk of operational failure, on both individual and industry-wide bases, as disparate systems need to be integrated, often on an
accelerated basis. Any third-party technology failure, cyber attack or other information or security breach, termination or constraint
could, among other things, adversely affect our ability to effect transactions, service our clients, manage our exposure to risk or
expand our businesses.

Cyber attacks or other information or security breaches, whether directed at us or third parties, may result in a material loss or
have material consequences. Furthermore, the public perception that a cyber attack on our systems has been successful, whether
or not this perception is correct, may damage our reputation with customers and third parties with whom we do business. A
successful penetration or circumvention of system security could cause us negative consequences, including loss of customers
and business opportunities, disruption to our operations and business, misappropriation or destruction of our confidential
information and/or that of our customers, or damage to our customers’ and/or third parties’ computers or systems, and could result
in a violation of applicable privacy laws and other laws, litigation exposure, regulatory fines, penalties or intervention, loss of
confidence in our security measures, reputational damage, reimbursement or other compensatory costs, additional compliance
costs, and could adversely impact our results of operations, liquidity and financial condition.

We are exposed to losses related to fraud.

As technology continues to evolve, criminals are using increasingly more sophisticated techniques to commit and hide fraudulent
activity. Fraudulent activity can come in many forms, including debit card/credit card fraud, check fraud, wire fraud, electronic
scanning devices attached to ATM machines, social engineering, digital fraud and phishing attacks to obtain personal information
and fraudulent impersonation of our clients through the use of falsified or stolen credentials. To counter the increased sophistication
of these fraudulent activities, we have increased our investment in systems, technologies and controls to detect and prevent such
fraud. Combating fraudulent activities as they evolve will result in continued ongoing investments in the future.



We depend on key personnel for our success.

Our success depends to a great extent on our ability to attract and retain key personnel. We have an experienced management team
the Board believes is capable of managing and growing our business. Losses of, or changes in, our current executive officers or
other key personnel and their responsibilities may disrupt our business and could adversely affect our financial condition, results
of operations and liquidity. We have developed an Executive Officer succession plan, but we cannot be certain of its transition or
implementation success. There also can be no assurance we will be successful in retaining our current executive officers or other
key personnel, or hiring additional key personnel to assist in executing our growth, expansion and acquisition strategies.

We are subject to litigation risks, and our expenses related to litigation may adversely affect our results.

We are subject to litigation risks in the ordinary course of our business. Claims and legal actions, including supervisory actions
by our regulators, that may be initiated against us from time to time could involve large monetary sums and significant defense
costs. During the last credit crisis, we saw the number of cases and our expenses related to those cases increase. The outcomes of
such cases are always uncertain until finally adjudicated or resolved.

We establish reserves for legal claims when payments associated with the claims become probable and our liability can be reasonably
estimated. We may still incur legal costs for a matter even if we have not established a reserve. In addition, the actual amount paid
in resolution of a legal claim may be substantially higher than any amounts reserved for the matter. The ultimate resolution of a
legal proceeding, depending on the remedy sought and any relief granted, could materially adversely affect our results of operations
and financial condition.

Substantial legal claims or significant regulatory action against us could have material adverse financial effects or cause significant
reputational harm to us, which in turn could seriously harm our business prospects. We may be exposed to substantial uninsured
legal liabilities and/or regulatory actions which could adversely affect our results of operations and financial condition. For
additional information, see the Notes to the Consolidated Financial Statements, Note T, Commitments and Contingencies, in this
Form 10-K.

Our business and financial performance could be impacted by natural disasters, acts of war or terrorist activities.

Natural disasters (including but not limited to earthquakes, hurricanes, tornadoes, floods, fires, and explosions), acts of war and
terrorist activities could hurt our performance (i) directly through damage to our facilities or other impacts to our ability to conduct
business in the ordinary course, and (ii) indirectly through such damage or impacts to our customers, suppliers or other
counterparties. In particular, a significant amount of our business is concentrated in North Carolina and South Carolina, including
coastal areas where our retail and commercial customers have been and in the future could be impacted by hurricanes. We could
also suffer adverse results to the extent that disasters, wars or terrorist activities affect the broader markets or economy. Our ability
to minimize the consequences of such events is in significant measure reliant on the quality of our disaster recovery planning and
our ability, if any, to forecast the events.

We rely on third parties.

Third party vendors provide key components of our business infrastructure, including certain data processing and information
services. Their services could be difficult to quickly replace in the event of failure or other interruption in service. Failures of
certain vendors to provide services could adversely affect our ability to deliver products and services to our customers. External
vendors also present information security risks. We monitor significant vendor risks, including the financial stability of critical
vendors. The failure of a critical external vendor could disrupt our business and cause us to incur significant expense.

The quality of our data could deteriorate and cause financial or reputational harm to the Bank.

While we have a Data Governance program, it is reliant on the execution of procedures, process controls and system functionality
and there is no guarantee errors will not occur. Incomplete, inconsistent, or inaccurate data could lead to non-compliance with
regulatory statutes and result in fines. Additionally, customer impact could result in reputational harm and customer attrition.
Inaccurate or incomplete data presents the risk business decisions relying on such data will prove inefficient or ineffective.
Additionally, information we provide to our investors and regulators may be negatively impacted by inaccurate or incomplete
data.

Malicious action by an employee could result in harm to our customers or the Bank.

Several high-profile cases of misconduct have occurred at other financial institutions. Such an event may lead to large regulatory
fines, as well as an erosion in customer confidence, which could impact our financial position. BancShares’ employees are subject
to a code of ethics which requires annual review. We also have policies governing our compensation, conduct and sales practices
designed to deter and respond to potential employee misconduct.
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Credit Risks
If we fail to effectively manage credit risk, our business and financial condition will suffer.

We must effectively manage credit risk. There are risks inherent in making any loan, including risks of repayment, risks with
respect to the period of time over which the loan may be repaid, risks relating to proper loan underwriting and guidelines, risks
resulting from changes in economic and industry conditions, risks inherent in dealing with individual borrowers and risks resulting
from uncertainties as to the future value of collateral. There is no assurance that our loan approval procedures and our credit risk
monitoring are or will be adequate to or will reduce the inherent risks associated with lending. Our credit administration personnel,
policies and procedures may not adequately adapt to changes in economic or other conditions affecting customers and the quality
of our loan portfolio. Any failure to manage such credit risks may materially adversely affect our business, and our consolidated
results of operations and financial condition.

Our allowance for loan losses may prove to be insufficient to absorb losses in our loan portfolio.

We maintain an allowance for loan losses that is designed to cover losses on loans that borrowers may not repay in their entirety.
We believe that we maintain an allowance for loan losses at a level adequate to absorb probable losses inherent in the loan portfolio
as of the corresponding balance sheet date, and in compliance with applicable accounting and regulatory guidance. However, the
allowance may not be sufficient to cover actual loan losses, and future provisions for loan losses could materially and adversely
affect our operating results. Accounting measurements related to asset impairment and the allowance require significant estimates
that are subject to uncertainty and revisions driven by new information and changing circumstances. The significant uncertainties
surrounding our borrowers’ abilities to conduct their businesses successfully through changing economic environments,
competitive challenges and other factors complicate our estimates of the risk and/or amount of loss on any loan. Due to the degree
of uncertainty and the susceptibility to change, the actual losses may vary from current estimates. We also expect fluctuations in
the allowance due to economic changes nationally as well as locally within the states in which we conduct business.

As an integral part of their examination process, our banking regulators periodically review the allowance and may require us to
increase it by recognizing additional provisions for loan losses charged to expense or to decrease the allowance by recognizing
loan charge-offs, net of recoveries. Any such required additional loan loss provisions or charge-offs could have a material adverse
effect on our financial condition and results of operations.

In the first quarter of 2020, we adopted a change to the methodology for the recognition and measurement of credit losses to
comply with Financial Accounting Standards Board (“FASB”) Accounting Standards Update (“ASU”) 2016-13, Financial
Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments (“CECL”). CECL introduces a
new credit loss methodology which requires earlier recognition of credit losses, replacing multiple existing impairment methods,
which generally require a loss to be incurred before it is recognized. The amendments in this ASU require loss estimates be
determined over the lifetime of the asset and broaden the information an entity must consider in developing its expected credit
losses. As a result, this will change the manner by which we calculate our allowance for credit losses and may introduce increased
volatility to the balance of our reserves and related provision expense.

Our concentration of loans to borrowers within the medical and dental industries could impair our earnings if those industries
experience economic difficulties.

Statutory or regulatory changes, or economic conditions in the market generally, could negatively impact borrowers’ businesses
and their ability to repay their loans with us, which could have a material adverse effect on our financial condition and results of
operations. Additionally, smaller practices such as those in the dental industry generally have fewer financial resources in terms
of capital or borrowing capacity than larger entities, and generally have a heightened vulnerability to negative economic conditions.
Consequently, we could be required to increase our allowance for loan losses through additional provisions on our income statement,
which would reduce reported net income. See Note D, Loans and Leases, in the Notes to the Consolidated Financial Statements
for additional discussion.
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Economic conditions in real estate markets and our reliance on junior liens may adversely impact our business and our results
of operations.

Real property collateral values may be impacted by economic conditions in the real estate market and may result in losses on loans
that, while adequately collateralized at the time of origination, become inadequately collateralized. Our reliance on junior liens is
concentrated in our non-commercial revolving mortgage loan portfolio. Approximately two-thirds of the noncommercial revolving
mortgage portfolio is secured by junior lien positions, and lower real estate values for collateral underlying these loans may cause
the outstanding balance of the senior lien to exceed the value of the collateral, resulting in a junior lien loan becoming effectively
unsecured. Inadequate collateral values, rising interest rates and unfavorable economic conditions could result in greater
delinquencies, write-downs or charge-offs in future periods, which could have a material adverse impact on our results of operations
and capital adequacy.

Our financial condition could be adversely affected by the soundness of other financial institutions.

Financial services institutions are interrelated as a result of trading, clearing, counterparty and/or other relationships. We have
exposure to numerous financial services providers, including banks, securities brokers and dealers and other financial services
providers. Although we monitor the financial conditions of financial institutions with which we have credit exposure, transactions
with those institutions expose us to credit risk through the possibility of counterparty default.

Market Risks
Unfavorable economic conditions could adversely affect our business.

Our business is subject to periodic fluctuations based on national, regional and local economic conditions. These fluctuations are
not predictable, cannot be controlled and may have a material adverse impact on our operations and financial condition. Our
banking operations are located within several states but are locally oriented and community based. Our retail and commercial
banking activities are primarily concentrated within the same geographic footprint. Our markets include the Southeast, Mid-
Atlantic, Midwest and Western United States, with our greatest presence in North Carolina and South Carolina. Worsening economic
conditions within our markets, particularly within North Carolina and South Carolina, could have a material adverse effect on our
financial condition, results of operations and cash flows. Accordingly, we expect to continue to be dependent upon local business
conditions as well as conditions in the local residential and commercial real estate markets we serve. Unfavorable changes in
unemployment, real estate values, interest rates and other factors could weaken the economies of the communities we serve.
Economic growth and business activity have remained relatively stable across a wide range of industries and geographic locations,
but there can be no assurance that current economic conditions will continue or that these conditions will not worsen.

In addition, the political environment, the level of United States (“U.S.”) debt and global economic conditions can have a
destabilizing effect on financial markets. Weakness in any of our market areas could have an adverse impact on our earnings, and
consequently, our financial condition and capital adequacy.

Accounting for acquired assets may result in earnings volatility.

Fair value discounts that are recorded at the time an asset is acquired are accreted into interest income based on accounting principles
generally accepted in the United States (“GAAP”). The rate at which those discounts are accreted is unpredictable and the result
of various factors including prepayments and changes in credit quality. Post-acquisition deterioration in excess of remaining
discounts results in the recognition of provision expense. Additionally, the income statement impact of adjustments to the
indemnification asset recorded in certain FDIC-assisted transactions may occur over a shorter period of time than the adjustments
to the covered assets.

Fair value discount accretion, post-acquisition impairment and adjustments to the indemnification asset may result in significant
volatility in our earnings. Volatility in earnings could unfavorably influence investor interest in our common stock, thereby
depressing the market value of our stock and the market capitalization of our company.

The performance of equity securities and corporate bonds in the investment portfolio could be adversely impacted by the soundness
and fluctuations in the market values of other financial institutions.

Our investment securities portfolio contains certain equity securities and corporate bonds of other financial institutions. As a result,
a portion of our investment securities portfolio is subject to fluctuation due to changes in the financial stability and market value
of other financial institutions, as well as interest rate sensitivity to economic and market conditions. Such fluctuations could have
an adverse effect on our results of operations.
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Failure to effectively manage our interest rate risk could adversely affect us.

Our results of operations and cash flows are highly dependent upon net interest income. Interest rates are sensitive to economic
and market conditions that are beyond our control, including the actions of the Federal Reserve Board’s Federal Open Market
Committee (“FOMC”). Changes in monetary policy could influence interest income, interest expense, and the fair value of our
financial assets and liabilities. If changes in interest rates on our interest-earning assets are not equal to the changes in interest
rates on our interest-bearing liabilities, our net interest income and, therefore, our net income, could be adversely impacted.

As interest rates rise, our interest expense will increase and our net interest margins may decrease, negatively impacting our
performance and, potentially, our financial condition. To the extent banks and other financial services providers compete for
interest-bearing deposit accounts through higher interest rates, our deposit base could be reduced if we are unwilling to pay those
higher rates. If we decide to compete with those higher interest rates, our cost of funds could increase and our net interest margins
could be reduced. Additionally, higher interest rates will impact our ability to originate new loans. Increases in interest rates could
adversely affect the ability of our borrowers to meet higher payment obligations. If this occurred, it could cause an increase in
nonperforming assets and net charge-offs, which could adversely affect our business and financial condition.

Although we maintain an interest rate risk monitoring system, the forecasts of future net interest income are estimates and may
be inaccurate. Actual interest rate movements may differ from our forecasts, and unexpected actions by the FOMC may have a
direct impact on market interest rates.

We may be adversely impacted by the transition from LIBOR as a reference rate

In 2017, the United Kingdom’s Financial Conduct Authority announced that after 2021 it would no longer compel banks to submit
the rates required to calculate the London Interbank Offered Rate (“LIBOR”). This announcement indicates that the continuation
of LIBOR on the current basis cannot and will not be guaranteed after 2021. Consequently, at this time, it is not possible to predict
whether and to what extent banks will continue to provide submissions for the calculation of LIBOR. Similarly, it is not possible
to predict whether LIBOR will continue to be viewed as an acceptable market benchmark, what rate or rates may become accepted
alternatives to LIBOR, or what the effect of any such changes in views or alternatives may be on the markets for LIBOR-indexed
financial instruments.

We have loans, borrowings and other financial instruments with attributes that are either directly or indirectly dependent on LIBOR.
The transition from LIBOR could create additional costs and risks. Since proposed alternative rates are calculated differently,
payments under contracts referencing new rates will differ from those referencing LIBOR. The transition will change our market
risk profiles, requiring changes to risk and pricing models, systems, contracts, valuation tools, and product design. Furthermore,
failure to adequately manage this transition process with our customers could adversely impact our reputation and potentially
introduce additional legal risks. Although we are currently unable to assess what the ultimate impact of the transition from LIBOR
will be, failure to adequately manage the transition could have a material adverse effect on our business, financial condition and
results of operations.

The value of our goodwill may decline in the future.

AtDecember 31,2019, we had $349.4 million of goodwill recorded as an asset on our balance sheet. We test goodwill for impairment
at least annually, comparing the estimated fair value of a reporting unit with its net book value. We also test goodwill for impairment
when certain events occur, such as a significant decline in our expected future cash flows, a significant adverse change in the
business climate or a sustained decline in the price of our common stock. These tests may result in a write-off of goodwill deemed
to be impaired, which could have a significant impact on our financial results; however, any such write-off would not impact our
regulatory capital ratios, given that regulatory capital ratios are calculated using tangible capital amounts.

The market price of our stock may be volatile.

Although publicly traded, our common stock has less liquidity and public float than many other large, publicly traded financial
services companies. Lower liquidity increases the price volatility of our stock and could make it difficult for our shareholders to
sell or buy our common stock at specific prices.

Excluding the impact of liquidity, the market price of our common stock can fluctuate widely in response to other factors, including
expectations of financial and operating results, actual operating results, actions of institutional shareholders, speculation in the
press or the investment community, market perception of acquisitions, rating agency upgrades or downgrades, stock prices of
other companies that are similar to us, general market expectations related to the financial services industry and the potential
impact of government actions affecting the financial services industry.
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Liquidity Risks

If our current level of balance sheet liquidity were to experience pressure, it could affect our ability to pay deposits and fund our
operations.

Our deposit base represents our primary source of core funding and balance sheet liquidity. We normally have the ability to stimulate
core deposit growth through reasonable and effective pricing strategies. However, in circumstances where our ability to generate
needed liquidity is impaired, we need access to noncore funding such as borrowings from the Federal Home Loan Bank (“FHLB”)
and the Federal Reserve, Federal Funds purchased lines and brokered deposits. While we maintain access to these noncore funding
sources, some sources are dependent on the availability of collateral as well as the counterparty’s willingness and ability to lend.

Capital Adequacy Risks
Our ability to grow is contingent upon access to capital.

Our primary capital sources have been retained earnings and debt issued through both private and public markets. Rating agencies
regularly evaluate our creditworthiness and assign credit ratings to BancShares and FCB. The ratings of the agencies are based
on a number of factors, some of which are outside our control. In addition to factors specific to our financial strength and
performance, the rating agencies also consider conditions generally affecting the financial services industry. There can be no
assurance that we will maintain our current credit ratings. Rating reductions could adversely affect our access to funding sources
and the cost of obtaining funding.

Based on existing capital levels, BancShares and FCB are well-capitalized under current leverage and risk-based capital standards.
Our ability to grow is contingent on our ability to generate sufficient capital to remain well-capitalized under current and future
capital adequacy guidelines.

We are subject to capital adequacy and liquidity guidelines and, if we fail to meet these guidelines, our financial condition would
be adversely affected.

Under regulatory capital adequacy guidelines and other regulatory requirements, BancShares, together with FCB, must meet
certain capital and liquidity guidelines, subject to qualitative judgments by regulators about components, risk weightings and other
factors.

We are subject to capital rules issued by the Federal Reserve that established a new comprehensive capital framework for U.S.
banking institutions and established a more conservative definition of capital. These requirements, known as Basel III, became
effective January 1, 2015, and, as a result, we became subject to enhanced minimum capital and leverage ratios. These requirements
could adversely affect our ability to pay dividends, restrict certain business activities or compel us to raise capital, each of which
may adversely affect our results of operations or financial condition. In addition, the costs associated with complying with more
stringent capital requirements, such as the requirement to formulate and submit capital plans based on pre-defined stress scenarios
on an annual basis, could have an adverse effect on results of operations. See Item 1. Business of this Form 10-K for additional
information regarding the capital requirements under the Dodd-Frank Act and Basel I11.

Compliance Risks

We operate in a highly regulated industry, the laws and regulations that govern our operations, taxes, corporate governance,
executive compensation and financial accounting and reporting, including changes in them or our failure to comply with them,
may adversely affect us.

We are subject to extensive regulation and supervision that govern almost all aspects of our operations. In addition to a multitude
of regulations designed to protect customers, depositors and consumers, we must comply with other regulations that protect the
deposit insurance fund and the stability of the U.S. financial system, including laws and regulations that, among other matters,
prescribe minimum capital requirements; impose limitations on our business activities and investments; limit the dividends or
distributions that we can pay; restrict the ability of our bank subsidiaries to guarantee our debt; and impose certain specific
accounting requirements that may be more restrictive and may result in greater or earlier charges to earnings or reductions in our
capital than GAAP. Compliance with laws and regulations can be difficult and costly, and changes in laws and regulations often
impose additional compliance costs.

The Sarbanes-Oxley Act of 2002 and the related rules and regulations issued by the SEC and The Nasdaq Stock Market LLC
(“Nasdaq”), as well as numerous other recently enacted statutes and regulations, including the Dodd-Frank Act, EGRRCPA, and
regulations promulgated thereunder, have increased the scope, complexity and cost of corporate governance and reporting and
disclosure practices, including the costs of completing our external audit and maintaining our internal controls. Such additional
regulation and supervision may limit our ability to pursue business opportunities.
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The failure to comply with these various rules and regulations could subject us to restrictions on our business activities, including
mergers and acquisitions, fines and other penalties, any of which could adversely affect our results of operations, capital base and
the price of our common stock.

We may be adversely affected by changes in U.S. tax laws and other laws and regulations.

Corporate tax rates affect our profitability and capital levels. The U.S. corporate tax code may be further reformed by the U.S.
Congress and additional guidance may be issued by the U.S. Department of the Treasury relevant to the Tax Cuts and Jobs Act
(“Tax Act”) enacted during 2017. Additional adverse amendments to the Tax Act or other legislation could have an adverse impact
on our financial condition and results of operations.

Strategic Risks
We encounter significant competition that may reduce our market share and profitability.

We compete with other banks and specialized financial services providers in our market areas. Our primary competitors include
local, regional and national banks; credit unions; commercial finance companies; various wealth management providers;
independent and captive insurance agencies; mortgage companies; and non-bank providers of financial services. Some of our
larger competitors, including certain banks with a significant presence in our market areas, have the capacity to offer products and
services we do not offer. Some of our non-bank competitors operate in less stringent regulatory environments, and certain
competitors are not subject to federal and/or state income taxes. The fierce competitive pressures that we face adversely affect
pricing for many of our products and services.

Certain provisions in our Certificate of Incorporation and Bylaws may prevent a change in management or a takeover attempt a
shareholder might consider to be in their best interests.

Certain provisions contained in our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws could
delay or prevent the removal of directors and other management. The provisions could also delay or make more difficult a tender
offer, merger or proxy contest a shareholder might consider to be in their best interests. For example, our Certificate of Incorporation
and/or Bylaws:

+ allow the Board to issue and set the terms of preferred shares without further shareholder approval;
*  limit who can call a special meeting of shareholders; and

» establish advance notice requirements for nominations for election to the Board and proposals of other business to be
considered at annual meetings of shareholders.

These provisions, as well as provisions of the BHCA and other relevant statutes and regulations that require advance notice and/
or applications for regulatory approval of changes in control of banks and bank holding companies, may discourage bids for our
common stock at a premium over market price, adversely affecting its market price. Additionally, the fact that the Holding family
holds or controls shares representing a majority of the voting power of our common stock may discourage potential takeover
attempts and/or bids for our common stock at a premium over market price.

We rely on dividends from FCB.

As a financial holding company, we are a separate legal entity from FCB. We derive most of our revenue and cash flow from
dividends paid by FCB. These dividends are the primary source from which we pay dividends on our common stock and interest
and principal on our debt obligations. State and federal laws impose restrictions on the dividends that FCB may pay to us. In the
event FCB is unable to pay dividends to us for an extended period of time, we may not be able to service our debt obligations or
pay dividends on our common stock.

Our financial performance depends upon our ability to attract and retain clients for our products and services, which ability may
be adversely impacted by weakened consumer and/or business confidence, and by any inability on our part to predict and satisfy
customers’needs and demands.

Our financial performance is subject to risks associated with the loss of client confidence and demand. A fragile or weakening
economy, or ambiguity surrounding the economic future, may lessen the demand for our products and services. Our performance
may also be negatively impacted if we fail to attract and retain customers because we are not able to successfully anticipate,
develop and market products and services that satisfy market demands. Such events could impact our performance through fewer
loans, reduced fee income and fewer deposits, each of which could result in reduced net income.
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New technologies, and our ability to efficiently and effectively develop, market and deliver new products and services to our
customers present competitive risks.

The rapid growth of new digital technologies, including internet services, smart phones and other mobile devices, requires us to
continuously evaluate our product and service offerings to ensure they remain competitive. Our success depends in part on our
ability to adapt and deliver our products and services in a manner responsive to evolving industry standards and consumer
preferences. New technologies by banks and non-bank service providers may create risks if our products and services are no longer
competitive with then-current standards, and could negatively affect our ability to attract or maintain a loyal customer base. These
risks may affect our ability to grow and could reduce our revenue streams from certain products and services, while increasing
expenses associated with developing more competitive solutions. Our results of operations and financial condition could be
adversely affected.

We may be adversely affected by risks associated with completed, pending or any potential future acquisitions.

We plan to continue to grow our business organically. However, we have pursued and expect to continue to pursue acquisition
opportunities that we believe support our business strategies and may enhance our profitability. We must generally satisfy a number
of material conditions prior to consummating any acquisition including, in many cases, federal and state regulatory approval. We
may fail to complete strategic and competitively significant business opportunities as a result of our inability to obtain required
regulatory approvals in a timely manner or at all.

Acquisitions of financial institutions, assets of financial institutions, or other operating entities involve operational risks and
uncertainties, and acquired companies or assets may have unknown or contingent liabilities, exposure to unexpected asset quality
problems that require write downs or write-offs, or difficulty retaining key employees and customers. Additionally, acquired
companies may have product lines, regulatory requirements, or operational challenges with which we are not familiar. These,
among other issues, could negatively affect our results of operations and financial condition.

We may not be able to realize projected cost savings, synergies or other benefits associated with any such acquisition. Failure to
efficiently integrate any acquired entities or assets into our existing operations could significantly increase our operating costs and
have material adverse effects on our financial condition and results of operations. There can be no assurance that we will be
successful in identifying, consummating, or integrating any potential acquisitions.

Financial Reporting Risks
Accounting standards may change and increase our operating costs and/or otherwise adversely affect our results.

FASB and the SEC periodically modify the standards governing the preparation of our financial statements. The nature of these
changes is not predictable and could impact how we record transactions in our financial statements, which could lead to material
changes in assets, liabilities, shareholders’ equity, revenues, expenses and net income. In some cases, we could be required to
apply new or revised standards retroactively, resulting in changes to previously reported financial results or a cumulative adjustment
to retained earnings. Implementation of new accounting rules or standards could additionally require us to implement technology
changes which could impact ongoing earnings.

In the first quarter of 2020, we adopted a change to the methodology for the recognition and measurement of credit losses to
comply with CECL. This accounting standard change will result in a decrease of $32 million to $42 million to the BancShares
allowance for credit losses (“ACL”), as well as a corresponding increase to retained earnings of $32 million to $42 million and a
decrease of $10 million to $15 million in deferred tax assets. Application of this new accounting standard resulted in additional
technology investments to support enhanced modeling efforts and ongoing reporting requirements.

Our accounting policies and processes are critical to the reporting of financial condition and results of operations. They
require management to make estimates about matters that are uncertain.

Accounting policies and processes are fundamental to how BancShares records and reports its financial condition and results of
operations. Management must exercise judgment in selecting and applying many of these accounting policies and processes so
they comply with GAAP. In some cases, management must select the accounting policy or method to apply from two or more
alternatives, any of which may be reasonable under the circumstances, yet may result in BancShares reporting materially different
results than would have been reported under a different alternative.
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Management has identified certain accounting policies as being critical because they require management to make difficult,
subjective or complex conclusions about matters that are uncertain. Materially different amounts could be reported under different
conditions or using different assumptions or estimates. BancShares has established policies and control procedures that are intended
to ensure these critical accounting estimates and judgments are well controlled and applied consistently. In addition, the policies
and procedures are intended to ensure that the process for changing methodologies occurs in an appropriate manner. Because of
the uncertainty surrounding management's judgments and the estimates pertaining to these matters, BancShares cannot guarantee
that it will not be required to adjust accounting policies or restate prior period financial statements. See “Critical Accounting
Policies” included in Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Our business is highly quantitative and requires widespread use of financial models for day-to-day operations, these models may
produce inaccurate predictions that significantly vary from actual results.

We rely on quantitative models to measure risks and to estimate certain financial values. Such models may be used in many
processes including, but not limited to, the pricing of various products and services, classifications of loans, setting interest rates
on loans and deposits, quantifying interest rate and other market risks, forecasting losses, measuring capital adequacy and calculating
economic and regulatory capital levels. Models may also be used to estimate the value of financial instruments and balance sheet
items. Inaccurate or erroneous models present the risk that business decisions relying on the models will prove inefficient or
ineffective. Additionally, information we provide to our investors and regulators may be negatively impacted by inaccurately
designed or implemented models. For further information on models, see the “Risk Management” section included in Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations of this Form 10-K.

Failure to maintain an effective system of internal control over financial reporting could have a material adverse effect on our
results of operations and financial condition and disclosures.

We must have effective internal controls over financial reporting in order to provide reliable financial reports, to effectively prevent
fraud and to operate successfully as a public company. If we were unable to provide reliable financial reports or prevent fraud,
our reputation and operating results would be harmed. As part of our ongoing monitoring of our internal controls over financial
reporting, we may discover material weaknesses or significant deficiencies requiring remediation. A “material weakness” is a
deficiency, or a combination of deficiencies, in internal controls over financial reporting such that there is a reasonable possibility
that a material misstatement of a company’s annual or interim financial statements will not be prevented or detected on a timely
basis.

We continually work to improve our internal controls; however, we cannot be certain that these measures will ensure appropriate
and adequate controls over our future financial processes and reporting. Any failure to maintain effective controls or to implement
any necessary improvement of our internal controls in a timely manner could, among other things, result in losses from fraud or
error, harm our reputation or cause investors to lose confidence in our reported financial information, each of which could have
a material adverse effect on our results of operations and financial condition and the market value of our common stock.

Item 2. Properties

BancShares’ and FCB’s headquarters facility, a nine-story building with approximately 163,000 square feet, is located in Raleigh,
North Carolina. In addition, FCB occupies two separate facilities in Raleigh as well as a facility in Columbia, South Carolina,
which serve as data and operations centers. As of December 31, 2019, FCB operated 574 branch offices throughout the Southeast,
Mid-Atlantic, Midwest and Western United States. FCB owns many of the buildings and leases other facilities from third parties.

Additional information relating to premises, equipment and lease commitments is set forth in Note F, Premises and Equipment,
of BancShares’ Notes to Consolidated Financial Statements.

Item 3. Legal Proceedings

BancShares and various subsidiaries have been named as defendants in various legal actions arising from our normal business
activities in which damages in various amounts are claimed. Although the amount of any ultimate liability with respect to those
matters cannot be determined, in the opinion of management, no legal actions expected to have a material effect on BancShares’
consolidated financial statements currently exist. Additional information related to legal proceedings is set forth in Note T,
Commitments and Contingencies, of BancShares’ Notes to Consolidated Financial Statements.
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Part I1

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

BancShares has two classes of common stock—Class A common and Class B common. Shares of Class A common have one vote
per share, while shares of Class B common have 16 votes per share. BancShares’ Class A common stock is listed on the Nasdaq
Global Select Market under the symbol FCNCA. The Class B common stock is traded on the over-the-counter market and quoted
on the OTC Pink Market under the symbol FCNCB. As of February 14, 2020, there were aggregates of 1,301 and 216 holders of
record and individual participants in securities position listings with respect to the Class A common stock and Class B common
stock, respectively. The market volume for Class B common stock is extremely limited. On many days there is no trading and, to
the extent there is trading, it is generally low volume. Over-the-counter bid prices for BancShares Class B common stock represent
inter-dealer prices without retail markup, markdown or commissions, and may not represent actual transaction prices.

The average monthly trading volume for the Class A common stock was 742,991 shares for the fourth quarter of December 31,
2019 and 902,318 shares for the year ended December 31, 2019. The Class B common stock monthly trading volume averaged
490 shares in the quarter ended December 31, 2019 and 780 shares for the year ended December 31, 2019.

During 2019, the Board approved a series of authorizations of share repurchases of BancShares’ Class A common stock. The shares
could be repurchased from time to time at management’s discretion during the authorized periods. The authorizations did not
obligate BancShares to repurchase any particular amount of shares, and repurchases were able to be suspended or discontinued
at any time. A summary of share repurchases during 2019 is disclosed below. An additional 120,990 shares have been repurchased
subsequent to December 31, 2019 through February 14, 2020.

During 2019, the share repurchases included 100,000 shares of Class A common stock purchased from Ella Anna Holding, as
trustee of her revocable trust. Mrs. Holding is the widow of BancShares’ former Executive Vice Chairman, Frank B. Holding, and
the mother of Frank B. Holding, Jr. and Hope H. Bryant, BancShares’ Chairman and Chief Executive Officer and Vice Chairman,
respectively. Pursuant to the existing share repurchase authorization, the Board’s independent Audit Committee reviewed and
approved the repurchase of up to 250,000 shares held by Mrs. Holding on or before April 30, 2020, pursuant to BancShares’ related
person transaction policy.

On January 28, 2020, the Board authorized the repurchase of up to 500,000 shares of Class A common stock for the period of
February 1, 2020 through April 30, 2020. This authority supersedes all previously approved authorities.

Shares of Class A common stock repurchased by BancShares during the year ended December 31, 2019.

Total Number of  Maximum Number

Shares of Shares that May
Total Number Repurchased as Yet be
of Class A Average Part of Publicly Repurchased
Shares Price Paid Announced Plans  Under the Plans or
Class A common stock Repurchased per Share or Programs Programs

Total repurchases in the first quarter of 2019 243,000 $§ 414.58 243,000 375,000
Total repurchases in the second quarter of 2019 205,500 436.81 205,500 169,500
Total repurchases in the third quarter of 2019 295,900 457.50 295,900 504,100
Repurchases from October 1, 2019 to October 31, 2019V 146,100 472.94 146,100 358,000
Repurchases from November 1, 2019 to November 30, 2019 64,210 511.11 64,210 435,790
Repurchases from December 1, 2019 to December 31, 2019 44,200 521.22 44,200 391,590
Total repurchases in the fourth quarter of 2019 254,510 $  490.96 254,510 391,590
Total repurchases in 2019 998910 $ 45133 998.910 391.590

(DThe Board authorized the repurchase of up to 800,000 of BancShares' Class A common stock for the period July 1, 2019 through June 30, 2020. The
authorization was publicly announced on July 30, 2019.

@The Board authorized the repurchase of up to 500,000 shares of BancShares' Class A common stock for the period November 1, 2019 through January 31,
2020, superseding all previous authorities. The authorization was publicly announced on October 29, 2019.
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The following graph compares the cumulative total shareholder return (CTSR) of our Class A common stock during the previous
five years with the CTSR over the same measurement period of the Nasdaq — Banks Index and the Nasdaq — U.S. Index. Each
trend line assumes $100 was invested on December 31, 2014, and dividends were reinvested for additional shares.
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Item 6. Selected Financial Data

Table 1
FINANCIAL SUMMARY AND SELECTED AVERAGE BALANCES AND RATIOS
(Dollars in thousands, except share data) 2019 2018 2017 2016 2015
SUMMARY OF OPERATIONS
Interest income $ 1,404,011 $ 1245757 $ 1,103,690 $ 987,757  $ 969,209
Interest expense 92.642 36.857 43.794 43.082 44.304
Net interest income 1,311,369 1,208,900 1,059,896 944,675 924,905
Provision for loan and lease losses 31,441 28,468 25,692 32,941 20,664
Net interest income after provision for loan and lease losses 1,279,928 1,180,432 1,034,204 911,734 904,241
Gain on acquisitions — — 134,745 5,831 42,930
Noninterest income excluding gain on acquisitions 415,861 400,149 387,218 371,268 424,158
Noninterest expense 1,103,741 1,076,971 1,012,469 937,766 1,038,915
Income before income taxes 592,048 503,610 543,698 351,067 332,414
Income taxes 134,677 103,297 219,946 125,585 122,028
Net income S 457371 0§ 400313 § 323752 § 225482 § 210336
Net interest income, taxable equivalent $ 1314940 § 1212280 $ 1,064,415 $ 949,768  $ 931,231
PER SHARE DATA
Net income $ 41.05 $ 33.53 $ 2696 $ 1877  § 17.52
Cash dividends 1.60 1.45 1.25 1.20 1.20
Market price at period end (Class A) 532.21 377.05 403.00 355.00 258.17
Book value at period end 337.38 300.04 277.60 250.82 239.14
SELECTED PERIOD AVERAGE BALANCES
Total assets $ 37,161,719 $ 34,879,912 $ 34,302,867 $ 32,439,492 $ 31,072,235
Investment securities 6,919,069 7,074,929 7,036,564 6,616,355 7,011,767
Loans and leases 26,656,048 24,483,719 22,725,665 20,897,395 19,528,153
Interest-earning assets 34,866,734 32,847,661 32,213,646 30,267,788 28,893,157
Deposits 32,218,536 30,165,249 29,119,344 27,515,161 26,485,245
Interest-bearing liabilities 20,394,815 18,995,727 19,576,353 19,158,317 18,986,755
Securities sold under customer repurchase agreements 530,818 555,555 649,252 721,933 606,357
Other short-term borrowings 23,087 58,686 77,680 7,536 227,937
Long-term borrowings 392,150 304,318 842,863 811,755 547,378
Shareholders’ equity $ 3,551,781 $  3,422.941 $ 3206250 $ 3,001,269 $ 2,797,300
Shares outstanding 11,141,069 11,938,439 12,010,405 12,010,405 12,010,405
SELECTED PERIOD-END BALANCES
Total assets $ 39,824,496 $ 35,408,629 $ 34,527,512 $ 32,990,836 $ 31,475,934
Investment securities 7,173,003 6,834,362 7,180,256 7,006,678 6,861,548
Loans and leases 28,881,496 25,523,276 23,596,825 21,737,878 20,239,990
Deposits 34,431,236 30,672,460 29,266,275 28,161,343 26,930,755
Securities sold under customer repurchase agreements 442,956 543,936 586,256 590,936 592,182
Other short-term borrowings 295,277 28,351 107,551 12,551 2,551
Long-term borrowings 588,638 319,867 870,240 832,942 704,155
Shareholders’ equity $ 3,586,184 § 3488954 $§ 3334064 $ 3,012,427 $§ 2,872,109
Shares outstanding 10,629,495 11,628,405 12,010,405 12,010,405 12,010,405
SELECTED RATIOS AND OTHER DATA
Rate of return on average assets 1.23% 1.15% 0.94% 0.70% 0.68%
Rate of return on average shareholders’ equity 12.88 11.69 10.10 7.51 7.52
Average equity to average assets ratio 9.56 9.81 9.35 9.25 9.00
Net yield on interest-earning assets (taxable equivalent) 3.77 3.69 3.30 3.14 3.22
Allowance for loan and lease losses to total loans and leases:
PCI 1.35 1.51 1.31 1.70 1.72
Non-PCI 0.77 0.86 0.93 0.98 0.98
Total 0.78 0.88 0.94 1.01 1.02
Ratio of total nonperforming assets to total loans, leases an
othe(r) r?:aloestatgol\fne(c)l g asscts to total loans, leases and 0.58 0.52 0.61 0.67 0.83
Tier 1 risk-based capital ratio 10.86 12.67 12.88 12.42 12.65
Common equity Tier 1 ratio 10.86 12.67 12.88 12.42 12.51
Total risk-based capital ratio 12.12 13.99 14.21 13.85 14.03
Leverage capital ratio 8.81 9.77 9.47 9.05 8.96
Dividend payout ratio 3.90 432 4.64 6.39 6.85
Average loans and leases to average deposits 82.74 81.17 78.04 75.95 73.73

) The taxable-equivalent adjustment was $3.6 million, $3.4 million, $4.5 million, $5.1 million and $6.3 million for the years 2019, 2018, 2017, 2016, and

2015, respectively.

@ Average loan and lease balances include PCI loans, non-PCI loans and leases, loans held for sale and nonaccrual loans and leases.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s discussion and analysis (“MD&A”) of earnings and related financial data are presented to assist in understanding
the financial condition and results of operations of First Citizens BancShares, Inc. (“BancShares”) and its banking subsidiary,
First-Citizens Bank & Trust Company (“FCB”). This discussion and analysis should be read in conjunction with the audited
consolidated financial statements and related notes presented within this report. Intercompany accounts and transactions have
been eliminated. See Note A, Accounting Policies and Basis of Presentation, in the Notes to the Consolidated Financial Statements
included in Part I1, Item 8, of this report for more detail. Although certain amounts for prior years have been reclassified to conform
to statement presentations for 2019, the reclassifications had no effect on shareholders’ equity or net income as previously reported.

Unless otherwise noted, the terms “we,” “us,” “our,” and “BancShares” in this section refer to the consolidated financial position
and consolidated results of operations for BancShares.

Year-over-year comparisons of the financial results for 2018 and 2017 are contained in Item 7 of BancShares’ Form 10-K for 2018
filed with the SEC on February 20, 2019 and available through FCB’s website www.firstcitizens.com or the SEC’s EDGAR
database.

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K includes statements and exhibits relating to plans, strategies, economic performance and trends,
projections of results of specific activities or investments, expectations or beliefs about future events or results and other statements
which are not descriptions of historical facts may be forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.

EENT3 99 ¢6r

Forward-looking statements may be identified by terms such as “may,” “will,” “should,” “could,” “expects,” “plans,” “intends,”
“anticipates,” “believes,” “estimates,” “predicts,” “forecasts,” “projects,” “potential” or “continue,” or similar terms or the negative
of these terms, or other statements concerning opinions or judgments of BancShares’ management about future events.
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Forward-looking information is inherently subject to risks and uncertainties, and actual results could differ materially from those
currently anticipated due to a number of factors which include, but are not limited to, the financial success or changing strategies
of our customers, customer acceptance of our services, products and fee structure, the competitive nature of the financial services
industry, our ability to compete effectively against other financial institutions in our banking markets, actions of government
regulators, the level of market interest rates and our ability to manage our interest rate risk, changes in general economic conditions
affecting our loan and lease portfolio, the abilities of our borrowers to repay their loans and leases, the values of real estate and
other collateral, the impact of acquisition transactions and/or the risks discussed in Item 1A. Risk Factors above and other
developments or changes in our business we do not expect.

Actual results may differ materially from those expressed in or implied by any forward-looking statements. Except to the extent
required by applicable law or regulation, BancShares undertakes no obligation to revise or update publicly any forward-looking
statements for any reason.

CRITICAL ACCOUNTING ESTIMATES

The accounting and reporting policies of BancShares are in accordance with GAAP and are described in Note A, Accounting
Policies and Basis of Presentation, of the Notes to the Consolidated Financial Statements. The preparation of financial statements
in conformity with GAAP requires us to exercise judgment in determining many of the estimates and assumptions utilized to arrive
at the carrying value of as