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Post Office Box 27131

Raleigh, North Carolina 27611-7131

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

The Annual Meeting of shareholders of First Citizens BancShares, Inc. will be held at the First Citizens Center located at 4300 Six Forks Road,
Raleigh, North Carolina, at 1:00 p.m. EDT on Monday, April 23, 2012.

The purposes of the meeting are:

1. Election of Directors: To elect 14 directors for one-year terms;

2. Advisory Vote on Executive Compensation: To vote on a non-binding, advisory resolution to approve compensation paid or
provided to our executive officers as disclosed in our proxy statement for the Annual Meeting (a �say-on-pay� resolution);

3. Ratification of Appointment of Independent Accountants: To vote on a proposal to ratify the appointment of Dixon Hughes
Goodman LLP as our independent accountants for 2012;

4. Shareholder Proposal: To vote on a shareholder proposal regarding cumulative voting in the election of directors; and

5. Other Business: To transact any other business properly presented for action at the Annual Meeting.

Our Board of Directors recommends that you vote �For� each of the nominees named in the enclosed

proxy statement for election as directors, �For� the advisory resolution regarding executive compensation

and ratification of the appointment of our independent accountants, and �Against� the shareholder

proposal regarding cumulative voting.
At the Annual Meeting, you may cast one vote for each share of our Class A Common Stock, and 16 votes for each share of our Class B
Common Stock, you held of record on February 29, 2012, which is the record date for the meeting.

You are invited to attend the Annual Meeting in person. However, if you are the record holder of your shares of our common stock, we ask
that you appoint the Proxies named in the enclosed proxy statement to vote your shares for you by signing and returning the enclosed proxy
card, or following the instructions in the proxy statement to appoint the Proxies by Internet, even if you plan to attend the Annual Meeting.
If your shares are held in �street name� by a broker or other nominee, only the record holder of your shares may vote them for you, so you
should follow your broker�s or nominee�s directions and give it instructions as to how it should vote your shares. Doing that will help us
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ensure that your shares are represented and that a quorum is present at the Annual Meeting. Even if you sign a proxy card or appoint the
Proxies by Internet, you may still revoke your appointment later or attend the Annual Meeting and vote in person.

This notice and the enclosed proxy statement and proxy card are being mailed to our shareholders on or about March 19, 2012.

By Order of the Board of Directors

James E. Creekman

Secretary

YOUR VOTE IS IMPORTANT.

WHETHER YOU OWN ONE SHARE OR MANY, YOUR PROMPT COOPERATION

IN VOTING YOUR PROXY CARD IS APPRECIATED.
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Post Office Box 27131

Raleigh, North Carolina 27611-7131

PROXY STATEMENT

ANNUAL MEETING OF SHAREHOLDERS

General

This proxy statement is dated March 14, 2012, and is being furnished to our shareholders by our Board of Directors in connection with our
solicitation of appointments of proxies in the form of the enclosed proxy card for use at the 2012 Annual Meeting of our shareholders and at any
adjournments of the meeting. The Annual Meeting will be held at the First Citizens Center located at 4300 Six Forks Road, Raleigh, North
Carolina, at 1:00 p.m. EDT on Monday, April 23, 2012.

In this proxy statement, the terms �you,� �your� and similar terms refer to the shareholder receiving it. The terms �we,� �us,� �our� and similar terms refer
to First Citizens BancShares, Inc. �FCB� refers to First-Citizens Bank & Trust Company, our bank subsidiary. �IronStone� refers to IronStone Bank,
our former subsidiary which was merged into FCB during January 2011.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR

THE SHAREHOLDER MEETING TO BE HELD ON APRIL 23, 2012.

The proxy statement and annual report to security holders are available at:

www.firstcitizens.com/proxy
Proposals to be Voted on at the Annual Meeting

At the Annual Meeting, record holders of our common stock will:

· elect 14 directors for one-year terms (see �Proposal 1: Election of Directors� on page 4);

· vote on a proposal to approve a non-binding, advisory resolution (a �say-on-pay� resolution) to approve compensation paid or provided to
our executive officers as disclosed in this proxy statement (see �Proposal 2: Advisory Vote on Executive Compensation� on page 38);

· vote on a proposal to ratify the appointment of Dixon Hughes Goodman LLP as our independent accountants for 2012 (see �Proposal 3:
Ratification of Appointment of Independent Accountants� on page 39);
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· vote on proposal submitted by a shareholder regarding cumulative voting in the election of directors (see �Proposal 4: Shareholder
Proposal Regarding Cumulative Voting� on page 40); and

· transact any other business properly presented for action at the Annual Meeting.
Our Board of Directors recommends that you vote �FOR� the election of each of the 14 nominees for director named in this proxy statement,
�FOR� Proposals 2 and 3, and �AGAINST� Proposal 4.
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How You Can Vote at the Annual Meeting

Record Holders.    If your shares of our common stock are held of record in your name, you can vote at the Annual Meeting in any of the
following ways.

· You can attend the Annual Meeting and vote in person.

· You can sign and return the proxy card enclosed with this proxy statement to appoint the �Proxies� named below to vote your shares for
you at the meeting, or you can validly appoint another person to vote your shares for you.

· You can appoint the Proxies to vote your shares for you by going to our Internet voting website, www.firstcitizens.com/vote. When you
are prompted for your �control number,� enter the number printed just above your name on the enclosed proxy card, and then follow the
instructions provided. You may appoint the Proxies by Internet only until 5:00 p.m. EDT on April 22, 2012, which is the day before the
Annual Meeting date. If you appoint the Proxies by Internet, you need not sign and return a proxy card. You will be appointing the
Proxies to vote your shares on the same terms and with the same authority as if you marked, signed and returned a proxy card. The
authority you will be giving the Proxies is described below and in the proxy card enclosed with this proxy statement.

Shares Held in �Street Name.�    Only the record holders of shares of our common stock or their appointed proxies may vote those shares. As a
result, if your shares of our common stock are held for you in �street name� by a broker or other nominee (such as a bank or custodian), then only
your broker or nominee (i.e., the record holder) may vote them for you, or appoint the Proxies to vote them for you, unless you make
arrangements for your broker or nominee to assign its voting rights to you or for you to be recognized as the person entitled to vote your shares.
You will need to follow the directions your broker or nominee provides you and give it instructions as to how it should vote your shares by
completing and returning to it the voting instruction sheet you received with your copy of our proxy statement (or by following any directions
you received from your broker or nominee for giving voting instructions electronically). Brokers and other nominees who hold shares in street
name for their clients typically have the discretionary authority to vote those shares on �routine� matters when they have not received instructions
from beneficial owners of the shares. However, they may not vote those shares on non-routine matters (including the election of directors,
say-on-pay proposals, certain proposals pertaining to corporate governance matters, and proposals submitted by shareholders which are opposed
by management) unless their clients give them voting instructions. To ensure that shares you hold in street name are represented at the Annual
Meeting and voted in the manner you desire, it is important that you instruct your broker or nominee as to how it should vote your shares.

Solicitation and Voting of Proxy Cards

If you are the record holder of your shares of our common stock, a proxy card is included with this proxy statement that provides for you to
name five individuals (Hope Holding Connell, H. Lee Durham, Jr., Frank B. Holding, Frank B. Holding, Jr. and Lucius S. Jones), or any
substitutes appointed by them, individually and as a group, to act as your �Proxies� and vote your shares at the Annual Meeting. We ask that you
sign and date your proxy card and return it in the enclosed envelope, or follow the instructions above for appointing the Proxies by Internet, so
that your shares will be represented at the meeting.

If you sign a proxy card and return it so that we receive it before the Annual Meeting, or you appoint the Proxies by Internet, you will be
appointing the Proxies to vote your shares for you, and they will vote, or abstain from voting, according to the instructions you give them in your
proxy card or by Internet. If you sign and return a proxy card, or appoint the Proxies by Internet, but you do not give any voting instructions,
then the Proxies will vote your shares �FOR� the election of each of the 14 nominees for director named in Proposal 1 below, �FOR� Proposals 2 and
3, and �AGAINST� Proposal 4. If, before the Annual Meeting, any nominee named in Proposal 1 becomes unable or unwilling to serve as a director
for any reason, your proxy card will give the Proxies discretion to vote your shares for a substitute nominee named by our Board of Directors. If
no substitute nominee is named by our Board of Directors, then the number of directors to be elected at the Annual Meeting will be reduced
accordingly. We are not aware of any other business that will be brought before the Annual Meeting other than the election of directors and the
proposals described in this proxy statement, but, if any other matter is properly presented for action by our shareholders, your proxy card or
Internet appointment will authorize the Proxies to vote your shares according to their best judgment. The Proxies also will be authorized to vote
your

shares according to their best judgment on matters incident to the conduct of the meeting, including motions to adjourn the meeting.

2
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If you are the record holder of your shares and you do not return a proxy card or appoint the Proxies by Internet, the Proxies will not have
authority to vote for you and your shares will not be represented or voted at the Annual Meeting unless you attend the meeting in person or
validly appoint another person to vote your shares for you.

Revocation of Proxy Cards; How You Can Change Your Voting Instructions

Record Holders.    If you are the record holder of your shares and you sign and return a proxy card or appoint the Proxies by Internet, and you
later wish to change the voting instructions or revoke the authority you gave the Proxies, you can do so before the Annual Meeting by taking the
appropriate action described below.

To change the voting instructions you gave the Proxies, whether by returning a proxy card or appointing the Proxies by Internet, you can:

· sign a proxy card, dated after the date of your original proxy card or after you appointed the Proxies by Internet, which contains your
new voting instructions, and submit it to our proxy tabulator, First Shareholder Services, in care of First Citizens Bank, P. O. Box 29522
(Mail Code FCC-61), Raleigh, North Carolina 27626-0522, or deliver it to our Corporate Secretary at the Annual Meeting, so that your
new proxy card is received before the voting takes place at the Annual Meeting; or

· go to our Internet voting website (www.firstcitizens.com/vote) before 5:00 p.m. EDT on April 22, 2012 (the day before the Annual
Meeting), enter your �control number� (printed just above your name on the enclosed proxy card), and then enter your new voting
instructions.

You may obtain another proxy card by mailing a written request to First Shareholder Services at its address listed above, or by calling them at
(866) 215-2480. Whether you return a proxy card or vote by Internet, the Proxies will follow the last voting instructions received from you
before the voting takes place at the Annual Meeting.

To revoke your proxy card or your appointment of the Proxies by Internet, you can:

· give First Shareholder Services a written notice, at the address listed above, that you want to revoke your proxy card or Internet
appointment; or

· attend the Annual Meeting and either vote your shares in person or notify our Corporate Secretary at the meeting that you want to
revoke your proxy card or Internet appointment. Simply attending the Annual Meeting alone, without voting in person or notifying our
Corporate Secretary, will not revoke your proxy card or Internet appointment.

Shares Held in �Street Name.�    If your shares are held in �street name� and you want to change voting instructions you have given to your broker
or other nominee, you must follow your broker�s or nominee�s directions.

Expenses and Method of Solicitation

We will pay all costs of our solicitation of proxy cards for the Annual Meeting, including costs of preparing and mailing this proxy statement.
We are requesting that banks, brokers, custodians and other nominees and fiduciaries forward copies of our proxy solicitation materials to their
principals and request their voting instructions, and we will reimburse those persons for their expenses in doing so. In addition to solicitation by
mail, our and FCB�s directors, officers and employees may solicit proxy cards, personally or by telephone, electronic mail or other methods of
communication, but they will not receive any additional compensation from us for doing so.

In connection with the solicitation of proxy cards for the Annual Meeting, we have not authorized anyone to give you any information, or make
any representation, that is not contained in this proxy statement. If anyone gives you any other information or makes any other representation,
you should not rely on it as having been authorized by us.

Record Date and Voting Securities
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The close of business on February 29, 2012, is the �Record Date� we are using to determine which shareholders are entitled to receive notice of
and to vote at the Annual Meeting and how many shares they are entitled to vote. Our voting securities are the 8,644,307 shares of Class A
Common Stock (�Class A Common�) and 1,639,812 shares of Class B

3
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Common Stock (�Class B Common�) that were outstanding on the Record Date. You must have been a record holder of our stock on that date in
order to vote at the meeting.

Quorum and Voting Procedures

A quorum must be present for business to be conducted at the Annual Meeting. For all matters to be voted on at the meeting, a quorum will
consist of shares representing a majority of the aggregate votes entitled to be cast by holders of outstanding shares of Class A Common and
Class B Common that may be voted at the meeting. Shares represented in person or by proxy at the meeting will be counted for the purpose of
determining whether a quorum exists. Once a share is represented for any purpose at the meeting, it will be treated as present for quorum
purposes for the remainder of the meeting and for any adjournments. If you return a valid proxy card, appoint the Proxies by Internet or attend
the meeting in person, your shares will be counted for purposes of determining whether there is a quorum, even if you abstain or instruct the
Proxies to abstain from voting on one or more matters voted on. Broker �non-votes� also will be counted in determining whether there is a
quorum. Broker �non-votes� will occur if your shares are held by a broker and are voted on one or more matters at the meeting but are not voted
by the broker on a �non-routine� matter because you have not given the broker voting instructions on that matter. If your shares are represented at
the meeting with respect to any matter voted on, they will be treated as present with respect to all matters voted on, even if they are not voted on
all matters.

You may cast one vote for each share of Class A Common, and 16 votes for each share of Class B Common, that you held of record on the
Record Date on each director to be elected and on each other matter voted on by shareholders at the Annual Meeting. Votes may not be
cumulated in the election of directors.

Vote Required for Approval

Our directors are elected by a plurality of the votes cast in elections. In the election of directors at the Annual Meeting, the 14 nominees
receiving the highest numbers of votes will be elected. For Proposals 2, 3 and 4 to be approved, a majority of the votes entitled to be cast with
respect to shares present or represented at the Annual Meeting must be cast in favor of each proposal. Abstentions and broker non-votes will
have no effect in the voting for directors, but they will have the same effect as votes against Proposals 2, 3 and 4 and any other matter voted on
by our shareholders at the Annual Meeting.

PROPOSAL 1:    ELECTION OF DIRECTORS

General

Our Bylaws provide that:

· our Board of Directors will consist of not less than five nor more than 30 members, and our Board is authorized to set and change the
actual number of our directors from time to time within those limits; and

· our directors are elected each year at the Annual Meeting for terms of one year or until their successors have been duly elected and
qualified.

Nominees

The Board has set the number of our directors at 14 for the year following the Annual Meeting, and, based on the recommendation of our
Nominations Committee, it has nominated our 14 current directors for re-election as directors at the meeting. If, before the Annual Meeting, any
nominee becomes unable or unwilling to serve as a director for any reason, the Board of Directors may name a substitute nominee or, if the
Board elects not to name a substitute nominee, the number of our directors will be reduced accordingly.

4
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The following table lists information about each nominee, including a description of his or her principal occupation and business experience.
Our Board of Directors recommends that you vote �FOR� each of the 14 nominees named below.

Name and Age
Current Positions With

Us and FCB (1)
Year First
Elected (2)

Principal Occupation

and Business Experience
John M. Alexander, Jr.

            62

Director 1990 President and Chief Operating Officer, Cardinal
International Trucks, Inc. (truck dealer)

Carmen Holding Ames (3)(4)

            43

Director 1996 Private investor

Victor E. Bell III

            55

Director 2002 Chairman and President, Marjan, Ltd. (real estate
and other investments)

Hope Holding Connell (3)(4)

            49

Director;

our and FCB�s

Vice Chairman

2006 Our and FCB�s executive officer

Hubert M. Craig III

            55

Director 1998 Vice President and director, Gaston County Dyeing
Machine Company (textile machinery manufacturer)

H. Lee Durham, Jr. (4)

            63

Director 2003 Retired; previously, partner,
PricewaterhouseCoopers LLP (public accounting
firm)

Daniel L. Heavner

            64

Director 2007 Managing partner; Heavner Furniture Market (retail
furniture sales)

Frank B. Holding (3)(4)

            83

Director;

our and FCB�s

Executive Vice Chairman

1962 Our and FCB�s executive officer

Frank B. Holding, Jr. (3)(4)

            50

Director;

our and FCB�s

Chairman and

Chief Executive Officer

1993 Our and FCB�s executive officer

Lucius S. Jones

            69

Director 1994 President, Chief Executive Officer and owner,
United Realty & Construction Company, Inc. (real
estate development and construction)

Robert E. Mason IV

            53

Director 2007 President and Chief Executive Officer, R. E. Mason
Company of the Carolinas (industrial automation
and engineering services)

Robert T. Newcomb

            51

Director 2002 Chairman, President and Owner, Newcomb
Affiliates, Inc. and its subsidiary, Newcomb &
Company (mechanical contractors)

James M. Parker

            69

Director 2007 Retired; previously, our and FCB�s Vice Chairman
and IronStone�s President - Western Division and
Chief Operating Officer

Ralph K. Shelton Director 2003
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            69 President, Chief Executive Officer, and Chairman,
Southeast Fuels, Inc. (bulk fuel distributor)

(1) Each of our directors also serves as a director of FCB. Listings of the members of certain committees of our Board are contained below
under the heading �Committees of Our Board.�

(2) �Year First Elected� refers to the year in which each individual first became our director or, if before 1982, a director of FCB.

5
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(3) Mr. F. Holding, Jr. is the son of Mr. F. Holding and the brother of Ms. Connell. Ms. Connell is the daughter of Mr. F. Holding and the
sister of Mr. F. Holding, Jr. Ms. Ames is the niece of Mr. F. Holding and cousin of Mr. F. Holding, Jr. and Ms. Connell.

(4) Certain of our directors and nominees for director serve as directors of other publicly-held companies. Mr. F. Holding, Jr. serves as a
director of Piedmont Natural Gas Company, Inc., Charlotte, NC, and Mr. Durham serves as a director of Triad Guaranty, Inc.,
Winston-Salem, NC. Certain of our directors also serve as directors of other companies that within the past five years were, but currently
are not, publicly held: Ms. Ames and Mr. F. Holding serve as directors of First Citizens Bancorporation, Inc.; Ms. Connell and Mr. F.
Holding serve as directors of Southern BancShares (N.C.), Inc.; and Ms. Connell serves as a director of Yadkin Valley Company.
Additionally, Mr. F. Holding, Jr. serves as a member of the Board of Trustees of Blue Cross and Blue Shield of North Carolina, which is a
not-for-profit health insurer, and Ms. Ames serves as a director of Fidelity BancShares (N.C.), Inc.

Our Board of Directors recommends that you vote �FOR� each of the 14 nominees named above.

The 14 nominees receiving the highest numbers of votes will be elected.
Factors Bearing on Selection of Nominees

The experience, qualifications, attributes, skills and other factors that led our Board to conclude that each nominee listed in the table above
should serve or continue to serve as a director are described below.

John M. Alexander, Jr.

· Thorough understanding of our business and financial operations derived from service as a director since 1990 and as a member of our
Audit and Compliance Committee.

· Extensive community leadership experience. Visible and active as a community leader.

· Management and financial experience derived from more than 43 years in managing, operating, and growing a successful truck
dealership.

· Attuned to the financial needs of family-owned small and mid-size businesses, FCB�s largest business segment.
Carmen Holding Ames

· Thorough understanding of our culture, values, and goals derived from service as a director since 1996. As the daughter of our former
Chairman and Chief Executive Officer and a former employee of FCB, has been imbued over a lifetime with our culture, values, and
goals.

· Substantial personal financial interest in long term growth, stability, and success of our company and FCB because of her significant
personal and/or beneficial ownership of shares of our company.

· As a female, sensitive to the needs of female customers and female business owners.
Victor E. Bell III

· Thorough understanding of our business and operations derived from service as a director since 2002 and as a member of our Audit and
Compliance Committee and Executive Committee.
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· Familiarity with real estate, real estate-related investments, and business in North Carolina�s Triangle market.

· Familiarity with the medical community and universities and other educational institutions in North Carolina derived from service on
the Board of Visitors of the University of North Carolina at Chapel Hill and the Board of Visitors of the UNC Lineberger
Comprehensive Cancer Center, and as chairman and president of Ravenscroft School.

· Management and financial experience derived from more than 32 years in managing, operating, and growing a successful family-owned
real estate and investment business.

· Understands the financial needs and challenges of family-owned small and mid-size businesses, FCB�s largest business segment.

6
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Hope Holding Connell

· Intimate knowledge of our culture, values, goals, strategies, and operations derived from more than 26 years of management experience
with us and our bank subsidiaries, service as a director since 2006, member of our Executive Committee, and Vice Chairman of the
Board.

· Experienced in managing our expansion into new markets as the former President of IronStone Bank.

· Visible and active as a community leader.

· Substantial personal financial interest in the long term growth, stability, and success of our company and FCB because of her significant
ownership of shares of our company.

Hubert M. Craig III

· Thorough understanding of our business and its culture, values, goals and financial operations derived from service as a director since
1998 and as a member of our Audit and Compliance Committee.

· Extensive community leadership experience, and a visible and active as a community leader.

· Management experience derived from more than 25 years of direct involvement in the management of a privately-owned manufacturing
facility engaged in worldwide sales of textile dyeing equipment and custom stainless steel fabrication.

· Personal knowledge of North Carolina�s Charlotte-Gastonia market.

· Understands the financial needs of family-owned small and mid-size businesses, FCB�s largest business segment.
H. Lee Durham, Jr.

· Thorough understanding of our business and its culture, values, and goals derived from service as a director since 2003 and as a
member of our Executive Committee and Chairman of our Audit and Compliance Committee.

· Financial and accounting experience derived from 32 years in public accounting, a significant portion of which was dedicated to bank
clients, including service as auditor and consultant, which qualifies him to continue serving as Chairman of, and financial expert for, the
Audit and Compliance Committee.

· Experience derived from service as a director, chairman of the audit committee, chairman of the nominations and corporate governance
committee, member of the compensation committee, and lead independent director of another public financial services company.

· Visible and active as a member of the North Carolina Innovation Council.
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Daniel L. Heavner

· Thorough understanding of our business and its culture, values, and goals derived from service as a director since 2007 and as a
member of our Nominations and Compensation Committees and FCB�s CRA Committee.

· Management and finance experience derived from more than 41 years in managing, operating, and growing various successful small
business ventures, including retail furniture, owning and managing apartments, real estate development and construction, farming
operations, government service contracts, and real estate investments.

· Intimate knowledge of retail business operations.

· Personal knowledge of North Carolina�s Triangle market.

· Experience in dealing with public agencies for the development of public and low-cost housing.

· Understands the business operations and financial needs of family-owned small and mid-size businesses, FCB�s largest business
segment.

Frank B. Holding

· Intimate knowledge of our business and its culture, values, goals, strategies, and operations derived from more than 50 years of
management experience with us and FCB and service as a director since 1962. Currently serves as our Executive Vice Chairman.

7
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· Political and public leadership experience derived from service as a county commissioner.

· Substantial personal financial interest in the long term growth, stability, and success of our company and FCB because of his significant
personal ownership of shares of our company.

Frank B. Holding, Jr.

· Intimate knowledge of our business and its culture, values, goals, strategies, and operations derived from more than 22 years
of management experience with us and FCB and service as a director since 1993. Currently serves as our Chairman and Chief
Executive Officer and Chairman of our and the Bank�s Executive Committee.

· Substantial personal financial interest in the long term growth, stability, and success of our company and FCB because of his significant
personal ownership of shares of our company.

· Visible and active as a community leader, including current service as chairman of the statewide North Carolina Chamber of
Commerce.

· Experience derived from service as a director of other public companies.
Lucius S. Jones

· Thorough understanding of our business and its culture, values, and goals derived from service as a director since 1994, and his current
service as Lead Independent Director, Chairman of our Compensation Committee and member of our Executive Committee.

· Financial institution management experience derived from service as former president and chief executive officer of a federal savings
and loan association.

· Political and public leadership experience derived from service as mayor of Wendell, North Carolina, chairman of the North Carolina
Housing Finance Board, president of the North Carolina League of Municipalities, and service on various state and local boards,
commissions, and agencies.

· Management experience derived from more than 27 years in managing, operating, and growing a successful real estate development and
construction business.

· Experienced community leader.

· Experience in dealing with public agencies regarding land use and the development of public and low-cost housing.

· Familiar with residential real estate development and home building in North Carolina.
Robert E. Mason IV
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· Thorough understanding of our business and its culture, values, and goals derived from service as a director since 2007 and a member
of our Nominations and Compensation Committees.

· Active as a community leader.

· Management experience derived from more than 16 years in managing, operating, and growing a successful small business.

· Provides national and international business perspective derived from business experience.

· Understands the financial needs and operations of small and mid-size businesses, FCB�s largest business segment.
Robert T. Newcomb

· Thorough understanding of our business and its culture, values, and goals derived from service as a director since 2002 and as a
member of our Nominations Committee and FCB�s Investment Committee.

· Active as a community leader.

· Management experience derived from more than 30 years in managing, operating, and growing a successful mechanical contracting
company.
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· Knowledge of the construction and development industry, market conditions, and business opportunities in North Carolina�s Triangle
market.

· Understands the needs of family-owned small and mid-size businesses, FCB�s largest business segment.
James M. Parker

· Intimate knowledge of our business and its culture, values, goals, strategies, and operations derived from more than 45 years of
management experience with us, FCB and IronStone Bank in a variety of markets and in differing economic climates, and service as a
director since 2007.

· Experienced in managing our expansion into new markets.

· Intimate knowledge of our markets in the nation�s western states.
Ralph K. Shelton

· Thorough understanding of our business and its culture, values, and goals derived from service as a director since 2003, Chairman of
FCB�s CRA Committee, and member of FCB�s Investment Committee.

· Visible and active as a community leader.

· Management experience derived from more than 27 years in managing, operating, and growing a successful business marketing coal
and oil to major accounts in the southeastern United States.

· Intimate knowledge of North Carolina�s Triad market, as well as market and economic conditions in the southeastern United States.

· Familiarity with the medical community and universities and other educational institutions in North Carolina derived from service as
chairman of Moses Cone-Wesley Long Community Foundation, trustee and chairman of NC A&T State University, vice chairman of
the Gateway University Research Park, and member of the Guilford Technical Community College Foundation Board.

· Able to identify with the financial needs of family-owned small and mid-size businesses, FCB�s largest business segment.

· As an African-American and as an organizer of the Greensboro Venture Capital Fund (a fund created to assist women and
minority-owned start-up businesses), understands the financial needs and concerns of minority customers and, more specifically,
minority business owners.

CORPORATE GOVERNANCE

Our Board of Directors has adopted Corporate Governance Guidelines that describe principles and practices that our Board will follow in
carrying out its responsibilities. Together with our Bylaws, the Guidelines establish various processes related to the structure and leadership of
our Board and the governance of our organization, including certain of the matters described below.

Director Independence
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Determination of Independent Directors.    Each year our Board of Directors reviews transactions, relationships and other arrangements
involving our directors and determines which of the directors the Board considers to be �independent.� In making those determinations, the Board
applies the independence criteria contained in the listing requirements of The Nasdaq Stock Market. The Board has directed our Audit and
Compliance Committee to assess each outside director�s independence and report its findings to the Board in connection with the Board�s annual
determination, and, between those annual determinations, to monitor the status of each director on an ongoing basis and inform the Board of
changes in factors or circumstances that may affect a director�s ability to exercise independent judgment. The following table lists our current
directors, persons who served as directors during 2011, and nominees for election as directors at the Annual Meeting, who our Board believes
were during their terms of office, and will be if elected, �independent� directors under Nasdaq�s criteria.

John M. Alexander, Jr. H. Lee Durham, Jr. Robert E. Mason IV
Victor E. Bell III Daniel L. Heavner Robert T. Newcomb
Hubert M. Craig III Lucius S. Jones Ralph K. Shelton
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In addition to the specific Nasdaq criteria, in assessing each director�s or nominee�s independence, the Audit and Compliance Committee and the
Board consider whether they believe transactions that are disclosable in our proxy statements as �related person transactions,� as well as any other
transactions, relationships, arrangements or other factors, could impair his or her ability to exercise independent judgment. In its determination
that the directors named above are or were independent, those other factors considered by the Committee and the Board included: (1) FCB�s
lending relationships with directors who are loan customers and whose loans are subject to laws and regulations pertaining to loans to directors
(including the requirement that those loans be approved by a majority of the full Board); (2) Mr. Bell�s interest in an entity that is co-owner of
investment real property in which our former Chairman, Lewis R. Holding, owned an interest prior to his death; (3) Mr. Heavner�s and his
family�s interest, and his position as a general partner, in a real estate partnership in which a company owned by our Executive Vice Chairman,
Frank B. Holding, and his family members also is a partner and holds an interest; (4) services provided from time to time by Mr. Newcomb�s
mechanical contracting firm, directly and on a competitive bid basis as a contractor or subcontractor, in connection with the construction or
renovation of FCB�s facilities; and (5) Messrs. Bell�s and Newcomb�s service as directors and/or officers of non-profit organizations to which FCB
has a lending relationship and/or from time-to-time has made contributions.

Executive Sessions of Independent Directors.    Our independent directors meet separately, without management or non-independent directors
being present, in conjunction with each regular meeting of our Board, and, at their discretion, they may hold separate meetings other than in
conjunction with Board meetings. During 2011, the independent directors met in executive session following each of our Boards� quarterly
meetings.

Lead Independent Director.    Under our Corporate Governance Guidelines, if the Chairman elected by our Board is not an independent
director, then each year our independent directors will designate a separate �Lead Independent Director.� Even if the Chairman is an independent
director, our independent directors still may, at their option, designate a Lead Independent Director. Lucius S. Jones has been designated and
currently serves as our Lead Independent Director.

Under the Guidelines, the duties of our Lead Independent Director include:

· convening and presiding at executive sessions and separate meetings of our independent directors, and serving as the liaison between
the independent directors and our Chairman and management;

· consulting with the Chairman regarding concerns of our independent directors and matters discussed, decisions reached, or suggestions
made, at executive sessions and separate meetings of independent directors;

· consulting with the Chairman regarding the schedule, agenda, and information for Board meetings;

· consulting with the Chairman with respect to consultants who may report directly to the Board;

· consulting with the Chairman and management as to the quality, quantity, and timeliness of information provided to the Board by
management;

· being available, as appropriate, for communications with our shareholders; and

· such other duties and authority as is described elsewhere in the Guidelines and as the Board may from time to time determine.
A special meeting of the Board will be called at the Lead Independent Director�s request. Also, while our Chairman sets the agenda for each
Board meeting, a matter will be placed on the agenda for any regular or special Board meeting at the Lead Independent Director�s request.

Board Leadership Structure

Our Board annually elects a Chairman whose duties are described in our Bylaws, and it performs its oversight role through various committees
which are appointed by the Board after consideration of the recommendations made by our independent Nominations Committee and which may

Edgar Filing: FIRST CITIZENS BANCSHARES INC /DE/ - Form DEF 14A

23



be established as separate committees of our Board or as joint committees of our and FCB�s Boards. Currently, our Chief Executive Officer also
serves as Chairman of our and FCB�s Boards. However, although our Bylaws contemplate that our Chairman will be considered an officer, the
Board may select any of its members as its Chairman, and it has no formal policy as to whether our Chief Executive Officer will serve as
Chairman or whether any other director, including an independent director, may be elected to serve as Chairman.

10

Edgar Filing: FIRST CITIZENS BANCSHARES INC /DE/ - Form DEF 14A

24



Because our Chief Executive Officer currently serves as Chairman and members of our management beneficially own large percentages of our
voting stock, our management�s influence over the Boards and their processes could diminish the effectiveness of our independent directors and
their ability to influence our policies and the Boards� decisions. As a result, and as required by our Corporate Governance Guidelines, our
independent directors have designated a separate Lead Independent Director who has the duties and authority described above under the caption
�Lead Independent Director,� including the calling of meetings of the Board and placement of matters on the agenda for Board meetings.

Additionally, as described below under the heading �COMMITTEESOF OUR BOARD,� all matters pertaining to executive compensation, the selection of
nominees for election as directors, and approval of transactions with related persons, are subject to the review and recommendation of Board
committees made up of independent directors, and our Corporate Governance Guidelines provide that:

· all outside directors have full access to any member of management and to our and FCB�s independent auditors and internal auditors for
the purpose of understanding issues relating to our business;

· our management will arrange for our outside advisors to be made available for discussions with the Board, a Board committee, our
independent directors as a group, or individual directors; and

· the Board, each Board committee, and our independent directors as a group, in each case by a majority vote, have the authority to retain
independent advisors from time to time, at our expense, and separate and apart from our regular advisors.

Our Board believes that the provisions described above enhance the effectiveness of our independent directors and provide for a leadership
structure that is appropriate for our company, without regard to whether our Chairman is an independent director.

Board�s Role in Risk Management

Risk is inherent in any business and, as is the case with other management functions, our senior management has primary responsibility for
day-to-day management of the risks we face. However, as a financial institution, our business involves financial risks that do not exist, or that
are more extensive than the risks that exist, in some other types of businesses. We are subject to extensive regulation that requires us to assess
and manage those risks, and during their periodic examinations our regulators assess our performance in that regard. As a result, our Board is
actively involved in overseeing our risk management programs.

Our Board administers its oversight function primarily through committees which may be established as separate or joint committees of our
and/or FCB�s Boards and the members of which are appointed by the Board after its consideration of recommendations made by our independent
Nominations Committee. Among others, those Board committees include our Audit and Compliance Committee, Compensation Committee,
Investment Committee and Executive Committee. Our Chief Executive Officer, Chief Financial Officer and other officers who oversee
departments or functions within our and the Bank�s operations make reports directly to one or more of those committees. In particular, reports are
made directly to our Audit and Compliance Committee by our General Auditor regarding our internal audit function, and by our Chief
Governance Officer regarding the Corporate Governance Department and the other departments he oversees (including Corporate Security and
Loss Mitigation, Credit Risk Review, and Compliance).

We believe our regulatory environment and our committee structure result in our Board being more actively involved in risk management than
the boards of corporations that are not financial institutions or that are not regulated as extensively as financial institutions. The involvement of
our committees in the Board�s oversight function enhances our Board�s effectiveness and leadership structure by providing opportunities for
non-employee directors to become more familiar with the Bank�s critical operations and more actively involved in the Board�s oversight role,
particularly with respect to risk management.

Attendance by Directors at Meetings

Board of Directors Meetings.    Our Board of Directors met five times during 2011. Each of our current directors attended at least 75% of the
aggregate number of those meetings and meetings of any committees on which he or she served.
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Annual Meetings.    Attendance by our directors at Annual Meetings of our shareholders gives directors an opportunity to meet, talk with and
hear the concerns of shareholders who attend those meetings, and it gives those shareholders access to our directors that they may not have at
any other time during the year. Our Board of Directors recognizes that our outside directors have their own business interests and are not our
employees, and that it is not always possible for them to attend Annual Meetings. However, our Board�s policy recognizes that attendance by
directors at our Annual Meetings is beneficial to us and to our shareholders. As a result, our directors are strongly encouraged to attend each
Annual Meeting whenever possible. Each of our 14 directors then in office attended our last Annual Meeting which was held during April 2011.

Communications with Our Board

Our Board of Directors encourages our shareholders to communicate with it regarding their concerns and other matters related to our business,
and the Board has established a process by which you may send written communications to the Board or to one or more individual directors.
You may address and mail your communication to:

Board of Directors

First Citizens BancShares, Inc.

Attention: Corporate Secretary

Post Office Box 27131 (Mail Code FCC22)

Raleigh, North Carolina 27611-7131

You also may send communications by email to fcbdirectors@firstcitizens.com. You should indicate whether your communication is directed to
the entire Board of Directors, to a particular committee of the Board or its Chairman, or to one or more individual directors. All communications
will be reviewed by our Corporate Secretary and, with the exception of communications our Corporate Secretary considers to be unrelated to our
or FCB�s business, forwarded to the intended recipients. Copies of communications from a customer of FCB or one of its subsidiaries relating to
a deposit, loan or other financial relationship or transaction will be forwarded to the department or division most closely associated with the
subject of the communication, with a copy to the Chairman of the Audit and Compliance Committee, and, if indicated, to a particular director.

Code of Ethics

Our Board of Directors has adopted three codes of ethics that apply separately to our and FCB�s financial officers, directors, and all employees,
respectively. The code that applies to our financial officers is posted on FCB�s Internet website at
www.firstcitizens.com/meet-first-citizens/corporate-information/governance/code-of-ethics. It covers our Chief Executive Officer, Chief
Financial Officer, and other senior financial officers who have primary responsibility for our financial reporting and accounting functions.
Among other things, all three codes are intended to promote:

· honest and ethical conduct;

· the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;

· full, fair, accurate, timely and understandable disclosure in reports and documents that we file with the Securities and Exchange
Commission and in other public communications we make;

· compliance with applicable governmental laws, rules and regulations;

· prompt internal reporting of violations of the codes to the Board�s Audit and Compliance Committee; and
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· accountability for adherence to the codes.
We have established a means by which officers, employees, customers, suppliers, shareholders or others may submit confidential and
anonymous reports regarding ethical or other concerns about our company, FCB, or any of our respective employees. Anyone wishing to submit
a report may call (800) UREPORT (800-873-7678). Reports also may be submitted online through FCB�s Internet website at
www.firstcitizens.com/meet-first-citizens/report-ethical-concerns.
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COMMITTEES OF OUR BOARD

General

Among other committees, our Board of Directors has three independent, standing committees that assist the Board in oversight and governance
matters. They are the Audit and Compliance Committee, the Nominations Committee, and the Compensation Committee. Each of those
committees operates under a written charter approved by our Board that sets out the committee�s composition, authority, duties and
responsibilities. We believe that each member of those committees is an �independent director� as that term is defined by Nasdaq�s listing
standards. Current copies of the charters of those committees are posted on FCB�s Internet website at
www.firstcitizens.com/meet-first-citizens/corporate-information/governance.

The Board also has an Executive Committee, of which a majority of the members are independent directors. Under North Carolina banking law,
FCB�s Board of Directors is required to have an executive committee which meets as often as required by the Board, but at least once during each
month in which the full Board does not meet. Our Executive Committee is a joint committee of our and FCB�s Boards of Directors. Under our
and FCB�s Bylaws, the Committee is authorized to exercise all the powers of the Boards in the management of our affairs when the Boards are
not in session, subject to certain statutory limitations and the ability of the full Boards to limit the Committee�s authority. The Committee met
eight times during 2011.

The current members of each of the above committees are listed in the following table, and the function of and other information about the Audit
and Compliance, Nominations, and Compensation Committees is described in the paragraphs below.

Audit and Compliance Nominations Compensation Executive

H. Lee Durham, Jr. - Chairman Robert T. Newcomb - Chairman Lucius S. Jones - Chairman Frank B. Holding, Jr. - Chairman
John M. Alexander, Jr. Daniel L. Heavner Daniel L. Heavner Victor E. Bell III
Victor E. Bell III Robert E. Mason IV Robert E. Mason IV Hope Holding Connell
Hubert M. Craig III H. Lee Durham, Jr.

Lucius S. Jones
Audit and Compliance Committee

Function.    Our Audit and Compliance Committee is a joint committee of our and FCB�s Boards of Directors. Under its charter, and among its
other duties and responsibilities, the Committee is responsible for:

· appointing our independent accountants and approving their fees and the terms of their engagement;

· approving services proposed to be provided by the independent accountants; and

· monitoring and overseeing the quality and integrity of our accounting and financial reporting process and systems of internal controls.
The Committee reviews various reports from our independent accountants (including its annual report on our audited consolidated financial
statements), as well as financial reports we file under the Securities Exchange Act of 1934 and reports of examinations by our regulatory
agencies, and it oversees our and FCB�s internal audit program. At least quarterly, the Committee reviews reports on the work performed by
FCB�s Audit and Corporate Finance Departments, and it receives reports from our Corporate Governance Officer regarding the Corporate
Governance Department and the other departments he oversees (including Corporate Security and Loss Mitigation, Credit Risk Review, and
Compliance). Also, as described above under the caption �Director Independence,� our Board has directed the Committee to monitor and make
annual reports regarding the independence of our directors and, as described below under the heading �TRANSACTIONSWITH RELATED PERSONS,� the
Board has directed the Committee to review and approve certain transactions, arrangements or relationships with us or FCB in which one of our
related persons has a material interest. The Committee met 16 times during 2011.

Audit Committee Financial Expert.    H. Lee Durham, Jr., the Committee Chairman, is a retired partner in the accounting firm of
PricewaterhouseCoopers LLP. He has 32 years of public accounting experience, much of which involved financial institutions and other public
companies. Our Board of Directors believes that Mr. Durham is an �audit committee financial expert� as that term is defined by the rules of the
Securities and Exchange Commission.
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Audit and Compliance Committee Report

This report is submitted by the Audit and Compliance Committee, the members of which are named below.

Our management is responsible for our financial reporting process, including our system of internal controls and disclosure controls and
procedures, and for the preparation of our consolidated financial statements in accordance with accounting principles generally accepted in the
United States of America. Our independent accountants are responsible for auditing those financial statements. The Audit and Compliance
Committee oversees and reviews those processes. In connection with the preparation and audit of our consolidated financial statements for 2011,
the Committee has:

· reviewed our audited consolidated financial statements for 2011 and discussed them with management;

· discussed with our independent accountants the matters required to be discussed by Statement on Auditing Standards No. 61, as
amended, as adopted by the Public Company Accounting Oversight Board in Rule 3200T;

· received written disclosures and a letter from our independent accountants required by independence standards of the Public Company
Accounting Oversight Board (PCAOB Rule 3526); and

· discussed the independence of our independent accountants with the accountants.
Based on the above reviews and discussions, the Committee recommended to our Board of Directors that the audited consolidated financial
statements be included in our 2011 Annual Report on Form 10-K as filed with the Securities and Exchange Commission.

The Audit and Compliance Committee:

H. Lee Durham, Jr.                    John M. Alexander, Jr.                    Victor E. Bell III                    Hubert M. Craig III

Nominations Committee

Function.    Our Nominations Committee is a committee of our Board of Directors. Under its charter, and among other duties and
responsibilities assigned from time to time by the Board, the Committee makes recommendations to the Board regarding the size and
composition of our and FCB�s Boards and Board committees, candidates for selection as nominees for election as directors at our Annual
Meetings and for appointments to fill vacancies on the Board, appointments to the various committees of the Boards, and elections of our
Chairman, Vice Chairmen, President and Chief Executive Officer. The Committee met five times during 2011.

The Committee�s charter and our Corporate Governance Guidelines provide for the Committee annually to recommend Board candidates who
have personal and professional integrity, sound judgment, business acumen, and the time, ability and commitment to make a constructive and
meaningful contribution to the Board, and who, with other members of the Board, will be effective in collectively serving the long-term interests
of our shareholders. Candidates also must satisfy applicable requirements of state and federal banking regulators, and the Committee may
develop other criteria or minimum qualifications for use in identifying and evaluating candidates. The Board makes all final decisions regarding
nominations. In identifying candidates to be recommended from time to time, the Committee considers incumbent directors and will consider
candidates suggested by our management, other directors or shareholders. The Committee has not used the services of a third-party search firm.
Shareholders who wish to recommend candidates to the Committee should send their recommendations in writing to:

Nominations Committee

First Citizens BancShares, Inc.

Attention: Corporate Secretary

Post Office Box 27131 (Mail Code FCC22)
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Raleigh, North Carolina 27611-7131

Each recommendation should be accompanied by:

· the full name, address and telephone number of the person making the recommendation, a statement that the person making the
recommendation is a shareholder of record (or, if the person is a beneficial owner of our shares but not a record holder, a statement from
the record holder of the shares verifying the number of shares beneficially owned), and a statement as to whether the person making the
recommendation has a good faith intention to continue to hold those shares through the date of our next Annual Meeting;
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· the full name, address and telephone number of the candidate being recommended, information regarding the candidate�s beneficial
ownership of our stock and any business or personal relationship between the candidate and the person making the recommendation;

· a statement signed by the candidate that he or she is aware of and consents to being recommended to the Committee and will provide
information that the Committee may request in connection with its evaluation of candidates;

· a description of the candidate�s current principal occupation, business or professional experience, previous employment history,
educational background, and any particular skills, experience or areas of expertise;

· a description of any potential contributions to the Board that the candidate might make that are unusual or unique, and an explanation of
the value or benefit that the person making the recommendation believes the candidate would provide us as a director;

· a description of the candidate�s current positions and experience as a community leader;

· a description of the candidate�s current positions and experience over the previous ten years as a director of a public company;

· information regarding any business or personal relationships between the candidate and any of our or FCB�s customers, suppliers,
vendors, competitors, directors or officers, affiliated companies, or other persons with any special interest regarding our company or our
affiliated companies, and any transactions between the candidate and our company or any of our affiliated companies; and

· any information in addition to the above regarding the candidate that would be required to be included in our proxy statement pursuant
to the Securities and Exchange Commission�s Regulation 14A (including without limitation information regarding legal proceedings in
which the candidate has been involved within the past ten years).

In order to be considered by the Committee in connection with its recommendations of candidates for selection as nominees for election at an
Annual Meeting, a shareholder�s recommendation must be received by the Committee not later than the 120th day prior to the first anniversary of
the date that our proxy statement was first mailed to our shareholders in conjunction with our preceding year�s Annual Meeting.
Recommendations submitted by shareholders other than in accordance with these procedures will not be considered by the Committee.

The Committee will evaluate candidates recommended by shareholders in a manner similar to its evaluation of other candidates. The Committee
considers the overall composition of the Board in light of our current and future needs and will select candidates to be recommended to the
Board of Directors each year based on its assessment of, among other things: (1) business, professional, personal and educational background,
skills, experience and expertise; (2) community leadership; (3) independence; (4) potential contributions to the Board that are unusual or unique;
(5) knowledge of our organization and our and FCB�s respective operations; (6) personal financial interest in our and FCB�s long-term growth,
stability, and success; (7) the performance and past and future contributions of our current directors, and the value of continuity and prior Board
experience; (8) the existence of one or more vacancies on the Board; (9) the need for a director possessing particular attributes, skills, experience
or expertise; (10) the role of directors in FCB�s business development activities; (11) diversity; and (12) other factors that it considers relevant,
including any specific qualifications the Committee adopts from time to time.

While the Committee and our Board recognize the benefits derived from a Board composed of individuals who bring different attributes,
experiences, and perspectives to the Board�s deliberations, they do not consider diversity for the sake of diversity to be a basis for the nomination,
election or appointment of a director, and they have not adopted any written or mandatory diversity policy or criteria applicable to the director
nominations process. Accordingly, in evaluating and selecting nominees, diversity is but one of the multiple factors considered by the
Committee and the Board. For these purposes, they consider diversity to encompass a variety of characteristics of candidates, including, by way
of example, academic background, business experience, geographic location within our banking markets, gender and race.

The Nominations Committee recommended to our Board of Directors that our current directors listed above under the caption �Nominees� be
nominated for re-election for new terms of office.
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Compensation Committee

Function.    Our Compensation Committee is a joint committee of FCB�s and our Boards of Directors. The Committee met six times during
2011.

Under its charter, and in addition to other duties that may be assigned to it from time to time by the Boards, the Committee reviews and provides
overall guidance to the Boards regarding our executive compensation and benefit programs, and it assesses risks that may arise from our
compensation plans, policies and practices that could have a material adverse effect on us or FCB. It makes recommendations to the Boards
regarding:

· cash and other compensation paid or provided to our and FCB�s Chief Executive Officer and other executive officers;

· the adoption of new compensation or benefit plans, or changes in existing plans, under which compensation or benefits are or will be
paid or provided to those persons; and

· cash and other compensation paid or provided to other officers and employees, either individually or in the aggregate, as the Boards
request.

The Committee also reviews and makes recommendations to the Boards regarding amounts of compensation paid to our directors.

In performing its duties, the Committee may, if it considers it appropriate, delegate any of its responsibilities to a subcommittee. However, any
subcommittee must be composed entirely of independent directors. The Committee is authorized to conduct investigations, and to request and
consider any information (from management or otherwise) that it believes is necessary, relevant or helpful in its deliberations and in making its
recommendations. It may rely on information provided by management without further verification. However, under its charter, when the
Committee takes an action, it should exercise independent judgment on an informed basis and in a manner it considers to be in the best interests
of our shareholders. In its review and consideration of compensation matters, the Committee works closely with our Chief Human Resources
Officer and her staff. In considering compensation to be paid to our directors and our executive officers named in the Summary Compensation
Table below, the Committee considers information provided by our Chairman and Chief Executive Officer, including, in the case of officers
other than himself, information about those officers� individual performance and his recommendations as to their compensation. After receiving
the Committee�s recommendations, the Boards make all final decisions regarding compensation matters.

The Committee may retain the services of outside counsel or consultants, at our or FCB�s expense, and on terms (including fees) that it approves.
Since 2005, the Committee has retained the services of Findley Davies, Inc., a Charlotte, North Carolina, compensation and benefits consulting
firm. That relationship is reviewed each year, and the Committee may, if it chooses, request and consider proposals from other consulting firms.
Under the terms of its engagement, Findley Davies meets early each year with the Committee Chairman and our Chief Human Resources Officer
to discuss the Committee�s functions, to develop a calendar of activities for that year, and to discuss our annual and strategic plans, external
pressures we are experiencing, and other factors that affect our executive and director compensation programs. It then meets with the full
Committee to review and discuss a number of matters, including:

· market trends in executive and director compensation, and surveys of executive salaries and total compensation (including short- and
long-term incentives) and director compensation at similar companies;

· our current executive and director compensation structures and any recommended changes, and the relationship between compensation
levels and corporate and individual performance;

· summaries of actual amounts and types of compensation and benefits, including perquisites, paid or provided to our individual
executive officers; and
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· issues raised under Section 162(m) of the Internal Revenue Code.
Other than in an advisory capacity as described above, Findley Davies has no role in the actual recommendations made by the Committee to the
Boards, or in the Boards� approval of amounts of executive or director compensation. However, based on the reviews and discussions described
above, Findley Davies does make recommendations to the Committee regarding appropriate levels and elements of compensation for our
executive officers and directors. Findley
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Davies also assists in the preparation and review of disclosures in our proxy statements regarding executive compensation matters, including the
discussion of our executive compensation program included below under the heading �COMPENSATION DISCUSSIONAND ANALYSIS.� Findley Davies is
retained by the Committee as its independent consultant and, during 2011, it did not provide other services for us or FCB.

Effect of Risk Management on Compensation. The Compensation Committee regularly reviews our general compensation philosophy and
practices to determine the overall risk profile of our compensation program. As a part of that risk oversight process, on a quarterly basis the
Committee reviews all our and FCB�s compensation plans, including all incentive and variable pay plans within specific divisions of FCB, to
determine whether there are potential areas of risk that reasonably could be expected to have a material adverse effect on our business and
financial results and to ensure continued oversight and mitigation of risk within our compensation practices.

None of our executive officers currently participate in any long- or short-term bonus or other cash or equity incentive plans. However, certain
business units and divisions within FCB have incentive and variable pay plans that have unique structures, goals and reward levels. The
Committee believes that none of those plans provide for award levels that are over-weighted to a specific unit or service and that a majority of
those incentive plans have maximum payments or payout caps that the Committee believes protect our organization. Plans that do not have
maximum payments or payout caps provide for award levels that the Committee believes are de minimis in relation to our organization. Based
on its most recent review, the Committee believes that there are no material risk elements within the structure of our current plans that
reasonably could be expected to have a material adverse effect on our business and financial results.

Compensation Committee Report

This report is submitted by the Compensation Committee, the members of which are named below. The Compensation Committee has:

· reviewed and discussed with management the Compensation Discussion and Analysis that is included in this proxy statement; and

· based on that review and discussion, recommended to the full Board of Directors that the Compensation Discussion and Analysis be
included in our proxy statement and Annual Report on Form 10-K.

The Compensation Committee:

Lucius S. Jones                    Daniel L. Heavner                    Robert E. Mason IV

COMPENSATION DISCUSSION AND ANALYSIS

Our Executive Compensation Philosophy and Objectives

Our executive compensation program is administered by the Compensation Committee of our Board of Directors. The Committee attempts to
both align our executive officers� compensation with our long-term business philosophy and achieve our objectives of:

· enabling FCB to attract and retain qualified executive officers;

· providing compensation to our executive officers that is competitive with comparable financial services companies;

· rewarding year-over-year performance and long-term loyalty; and

· balancing business risk with sound financial policy and shareholder safety.
A foundation within our business philosophy is to provide a consistent financial return to shareholders through sound business decisions. This
manifests itself in strong attention to the quality of our assets and the preservation of our assets through the management of risk, including
potential risks that can arise in connection with various components of compensation programs, such as certain types of incentive compensation.
For that reason, we do not maintain a structured or formal annual or long-term performance-based cash incentive program for executive officers.
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We also do not provide any equity-based compensation, or any arrangements under which compensation would be paid, or the vesting of any
benefits would be accelerated, as a result of a change in control of our company. We attempt to provide reasonable annual cash compensation,
and to reward long-term loyalty, while minimizing the risks that potentially exist with some of the other forms of compensation that can
adversely influence business decisions by corporate executives.
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The current components for our executive compensation program, which are listed in the following table, are consistent with our compensation
philosophy. Potential risks to FCB associated with our program are monitored annually by the Committee. In reviewing the compensation
program, the Committee believes there currently are no risks posed by our compensation plans, policies and practices that are likely to have a
material adverse impact on us or FCB. The components of our 2011 executive compensation program are discussed in more detail in the
narrative following the table.

Compensation

Component Purpose

Component

Elements
Component
Risk Profile

Base Salary To provide fixed annual compensation that helps
attract and retain associates

·   Cash Low

Retirement Benefits To provide competitive level of retirement income
for all employees

·  Defined benefit pension plan

·  Matching contributions to Section
401(k) defined contribution plans

Low

Non-qualified Separation from
Service Agreements

To retain and reward the long-term loyalty of key
decision makers, and to assure continued loyalty
following a separation from service

·  Cash

·  Death Benefit

Low

Perquisites To provide personal benefits to certain executive
officers

·  Installation and monitoring of
home security systems

·  Staff services for personal business

Low

The specific amounts or values of each of those forms of compensation that we paid or provided to our current Chairman and Chief Executive
Officer, Frank B. Holding, Jr., and certain of our other executive officers for 2011 are listed in this proxy statement in the Summary
Compensation Table that follows this discussion.

The Process of Evaluating Executive Officer Compensation

Each year in January, our Compensation Committee reviews total compensation paid or provided to our executive officers, considers changes in
the executive officers� base salaries, and makes recommendations for salary increases to our and FCB�s Boards of Directors. After receiving the
Committee�s recommendations, the Boards approve all executive officer salaries.

In reviewing executive officer base salaries, the Committee routinely considers:

· the scope of the officers� responsibilities,

· market analyses provided by the Committee�s independent consultant that compare our executive officers� salaries to compensation paid
to persons in each officer�s position in similar financial services organizations,

· our overall financial and operating performance,

· general individual performance, and

· internal equity of our executive officers� current compensation.
The process of making base salary changes for executive officers is largely subjective. There are no specific measures or criteria by which the
base salaries of our executive officers are directly tied to individual performance or our financial and operating performance. However, while
there are no formal criteria for performance evaluation, base salary adjustments are reviewed with consideration given for overall business
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performance and each individual executive officer�s contributions to that success. Because base salary is the primary form of compensation paid
to our executive officers during their employment, the Committee�s decisions each year regarding base salaries have had little, if any, effect on
decisions regarding other types of compensation, other than with respect to benefits under separation from service agreements which are based
on percentages of, and are amended from time to time to reflect increases in, base salaries.
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In performing its duties, the Compensation Committee retains the services of Findley Davies, Inc. as its independent executive compensation
consultant. Findley Davies assists the Committee in analyzing our compensation elements, trends in executive compensation, market pay for
similar positions in comparable organizations, and the alignment of our executive compensation to our business objectives and work culture.
During 2011, Findley Davies provided services only to the Compensation Committee, and it did not provide additional services for us or any of
our subsidiaries.

As part of its engagement by and discussions with our Compensation Committee, Findley Davies prepared market and peer group analyses
during December 2010 and December 2011 for our Compensation Committee that compared our executives� base salary rates to the market and
peer group median compensation paid by similar financial services organizations to their officers in similar positions. The analyses focused on:

· base salary,

· total cash compensation (which included base salary and annual cash incentive awards), and

· total direct compensation (which included total cash compensation and the annualized cash value of long-term incentives).
We do not provide annual or long-term incentives, regular cash bonuses, or equity-based compensation to our executive officers. However, in
recruiting and attempting to retain executive officers, we compete with organizations that do provide those additional compensation
opportunities. As a result, the Compensation Committee believes that comparing our base salaries against only the base salaries paid by other
organizations does not provide an accurate market comparison. For that reason, the Committee compares our executive officers� base salary rates
against market total cash compensation which takes into account cash compensation, in addition to base salaries, such as annual bonus payments
and other such forms of cash compensation, that many other companies pay to their executive officers.

For purposes of the market analyses, Findley Davies used two nationally-recognized surveys of financial institution compensation specific to our
executive officers� positions. Our executive positions were compared to similar positions in similarly sized organizations. Findley Davies also
performed a statistical analysis to mitigate the effect of asset size on the results of the comparison, providing a more accurate view of the market
data.

In order to further understand the compensation marketplace in which we compete, Findley Davies also prepared peer group analyses that
compared compensation paid to our executive officers against compensation paid to the executive officers of 19 other publicly traded financial
institutions that have assets between $10 billion and $60 billion and that primarily concentrate on retail and business banking operations
headquartered in the United States.

The financial institutions included in the 2011 peer group analysis were as follows:

Huntington Bancshares, Inc. City National Corporation Webster Financial Corporation
Zions Bancorporation Associated Banc-Corp Fulton Financial Corporation
First Niagara Financial Group, Inc. East West Bancorp, Inc. Wintrust Financial Corporation
Synovus Financial Corp. Commerce Bancshares, Inc. FirstMerit Corporation
First Horizon National Corporation Cullen/Frost Bankers, Inc. Susquehanna Bancshares, Inc.
BOK Financial Corporation Hancock Holding Company Valley National Bancorp

TCF Financial Corporation
Using the selected peer group, compensation data was compiled utilizing research from a nationally recognized proxy data research reporting
company. As in the market analysis, the review focused on base salary, total cash compensation and total direct compensation.

Findley Davies reviewed our executive officers� compensation as a percentage of the peer company median compensation for officers in the same
positions with the peer companies.
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The following table illustrates how the 2011 base salary rates of our executive officers named in the Summary Compensation Table on page 27
compared to the median 2010 compensation paid to the peer companies� officers as reported in proxy statements.

2011 Base Salary Rates of our Named Executive Officers
as a Percentage of Peer Group:

2010
Peer Group 
Median
Base
Salary

2010
Peer Group 
Median

Total Cash
Compensation

2010
Peer Group 
Median

Total Direct
Compensation

Our Chairman and CEO 99.79% 51.64% 36.62% 
Our Chief Financial Officer 116.77% 67.14% 57.37% 
All Named Executive Officers

(excluding our Chairman and CEO) 127.47% 82.27% 59.26% 
The comparison shows that the 2011 base salary rates of our named executive officers, as a percentage of the peer company data as reported for
2010, are at or above the median base salaries paid to officers in similar positions within the peer group. However, when compared to total cash
compensation, the 2011 base salaries of our named executive officers are well below the median total cash compensation within the peer group.

We also reviewed our compensation against the peer group as a percentile by asset size. Within the peer group, our ranking by asset size was at
the 57th percentile based on 2010 proxy data. The Committee believes that an appropriate compensation percentile ranking for our named
executive officers� base salaries, as compared to the peer organizations by asset size, is approximately the 50th percentile by asset size. The
following table illustrates how the 2011 base salary rates of our named executive officers ranked as a percentile by asset size as compared
against the other financial institutions included in the peer group analysis.

2011 Base Salary Rates of our Named Executive Officers
as a Percentile Ranking by Asset Size of:

2010
Peer Group 
Median
Base
Salary

2010
Peer Group 
Median

Total Cash
Compensation

2010
Peer Group 
Median

Total Direct
Compensation

Our Chairman and CEO 49th 16th 1st

Our Chief Financial Officer 59th 20th 4th

All Named Executive Officers

(excluding our Chairman and CEO) 77th 27th 10th

The comparisons with the 2010 peer group median base salary and total cash compensation showed that our Chairman and Chief Executive
Officer�s 2011 base salary rate is below our percentile ranking by asset size. The average of our other named executive officers� 2011 base salary
rates reflects base salary above our percentile ranking by asset size, but well below our percentile ranking by asset size when compared with the
peer group total cash compensation.

The Committee also reviewed information prepared by Findley Davies regarding the relationship between compensation we pay our named
executive officers and our company�s financial performance, compared to compensation paid by and the performance of the organizations
included in the peer group. This analysis incorporated the following performance metrics:

· Growth: one- and five-year growth in assets, deposits and loans, with the expectation that our performance will be equal to the average
or median of the peer group;
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· Asset Quality: net charge-offs and non-covered non-performing asset ratio, with the expectation that our performance will be well
above the peer group; and

· Profitability: return on average assets and return on average equity, with the expectation that our performance will be below the peer
group due primarily to our focus on balance sheet liquidity, asset quality and FCB�s ongoing expansion strategy.

That information tended to reflect that we generally compared favorably to the companies in the group with regard to performance we achieved
at the compensation levels paid to our executive officers.
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The Executive Compensation Components

Base Salaries.    As described above, base salaries represent the primary component of our executive compensation program, and we do not
provide annual or long-term incentives, regular cash bonuses, or equity-based compensation. However, in recruiting and attempting to retain
executive officers, we compete with organizations that do provide those additional compensation opportunities. For that reason, in considering
adjustments in base salaries, the Committee compares our executive officers� base salary rates against market total cash compensation (which
takes into account base salaries as well as annual bonus payments and other forms of cash compensation). The Committee does not rely solely
on market analyses and peer comparisons in establishing appropriate base salary levels, but it believes those analyses are helpful in determining
whether our executive officers� compensation is reasonable and competitive in relation to other similar organizations. The Committee believes
that an appropriate competitive level for our executive officers� base salaries, as compared to other organizations, is between the 150th percentage
of market median base salary and the 100th percentage of market median total cash compensation.

In making its recommendation regarding 2011 and 2012 base salaries for our executive officers named in the Summary Compensation Table on
page 27, the Committee considered our 2010 and 2011 financial and operating performance. The Committee believed that, given our operating
philosophy and resulting risk profile and balance sheet structure, and FCB�s branch expansion, our 2010 and 2011 performance was generally
comparable to that of peer organizations. Performance indicators considered by the Committee in its review included return on assets, return on
equity, trends in non-interest income, loan growth, deposit growth and various asset quality measurements.

In considering the 2011 adjustment in base salary rate for our Chairman and Chief Executive Officer, the Committee took into account his 2010
total compensation, his scope of responsibility, our 2010 financial and operating performance, and the 2010 market analysis. Consideration for a
2012 adjustment in his base salary rate again took into account the same compensation and performance factors for fiscal year 2011.

In considering its recommendations for increases for 2011 in the base salaries of our other named executive officers, the Committee took into
account their 2010 total compensation, the 2010 market analysis, general individual performance, and our Chairman�s recommendations. The
Committee considered the same compensation and performance factors for fiscal year 2011 when considering 2012 salary adjustments for those
same executives.

The following table shows the base salary rates and percentages of salary increases for our Chairman and Chief Executive Officer and our other
named executive officers for 2010, 2011 and 2012. Our executive officers� 2010 and 2011 base salary rates reflect their annual base salary rates
approved by the Boards that became effective on April 1 of each year. Because the base salary rates did not become effective until April 1, the
salary rates are higher than the dollar amounts of base salaries they actually received during 2010 and 2011 as listed in the Summary
Compensation Table.

2010

Base Salary
Rate

Percentage
Increase

2011

Base Salary
Rate

Percentage
Increase

2012

Base Salary
Rate

Mr. F. Holding, Jr.

Chairman and CEO $ 858,000 2.68% $ 881,500 3.2% $ 910,000
Mr. K. Black

Chief Financial Officer $ 457,750 2.68% $ 470,000 2.34% $ 481,000
Mr. F. Holding

Executive Vice Chairman $ 995,114 0% $ 995,114 0% $ 995,114
Mr. E. Willingham IV

President $ 555,500 2.7% $ 570,500 3.42% $ 590,000
Ms. C. Yochem

Executive Vice President $ 553,215 2.71% $ 568,206 2.25% $ 581,000
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The following tables show the 2011 and 2012 base salary rates of our named executive officers� approved by the Compensation Committee as
percentages of the market median base salary, total cash compensation and total direct compensation reflected in the 2010 and 2011 market
analyses provided by Findley Davies.

2011 Base Salary Rates of our Named Executive 
Officers,

as a Percentage of:

2010

Market Median
Base
Salary

2010

Market Median

Total Cash
Compensation

2010

Market Median

Total Direct
Compensation

Mr. F. Holding, Jr.

Chairman and CEO 106% 58% 19%
Mr. K. Black

Chief Financial Officer 102% 57% 24%
Mr. F. Holding

Executive Vice Chairman 120% 65% 21%
Mr. E. Willingham

President 106% 52% 24%
Ms. C. Yochem

Executive Vice President 160% 120% 60%

2012 Base Salary Rates of our Named Executive
Officers,

as a Percentage of:

2011
Market
Median
Base
Salary

2011

Market Median
Total
Cash

Compensation

2011

Market Median

Total Direct
Compensation

Mr. F. Holding, Jr.

Chairman and CEO 104% 53% 24%
Mr. K. Black

Chief Financial Officer 103% 65% 35%
Mr. F. Holding

Executive Vice Chairman 114% 58% 26%
Mr. E. Willingham

President 114% 68% 59%
Ms. C. Yochem

Executive Vice President 169% 90% 68%
The comparisons with the 2010 and 2011 market data show that the 2011 and 2012 base salary rates of our named executive officers are
competitive with the market median base salaries, but they generally are well below the market median total cash compensation.

Bonuses. We do not have an annual bonus program and we do not regularly pay bonuses to our executive officers. However, our Chairman and
Chief Executive Officer occasionally recommends, and the Compensation Committee considers payment of, a discretionary bonus for one or
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more individual executive officers based on particular performance achievements or other factors related to the retention of motivated and
talented executive officers. The Committee takes into consideration the purpose and recommended amount for any discretionary bonus within
the context of each executive officer�s total cash compensation.

No discretionary bonuses were paid to any of our current named executive officers during 2011.

Retirement Plans. We provide retirement benefits to our officers and employees under three qualified plans which include:

· a defined benefit pension plan;

· a Section 401(k) defined contribution plan; and

· an enhanced Section 401(k) defined contribution plan.
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During 2007, our Board approved changes to our retirement plan program with a fully effective date of January 1, 2008. These changes were
recommended by a special committee of the Board and were designed to reduce the volatility of our pension plan while preserving the
competitive retirement benefits we provide to our associates. The changes included the retention of our existing pension and 401(k) plans, now
referred to as the �legacy plans�, and the addition of an enhanced 401(k) plan. Eligible associates hired on or before March 31, 2007, could make a
one-time election during 2007 to:

· continue to participate in both legacy plans, or

· participate in the enhanced 401(k) plan rather than the legacy 401(k) plan, in which case they would continue to be participants in the
pension plan, but their pension plan benefits accrued through December 31, 2007 would be frozen and no further benefits would accrue.

Our Executive Vice Chairman, Mr. F. Holding (who already had the maximum number of years of service that can be counted under the pension
plan and, as indicated below, had begun receiving benefits under that plan) elected to participate in the enhanced 401(k) plan. All other current
executive officers named in the Summary Compensation Table elected to remain in the legacy plans.

Our pension plan is a non-contributory final average pay pension plan. It has been available to all employees who had completed 1,000 hours of
service within a calendar year and had reached age 21. A participant�s benefits under the plan become vested when he or she completes five years
of service or when becoming totally and permanently disabled. As a result of the changes described above, new associates hired after March 31,
2007 do not become participants in the pension plan.

Monthly benefits paid from the pension plan are computed as straight life annuities beginning at age 65 and are not subject to deductions for
Social Security benefits or any other offset amounts. Normal retirement age under the plan is the later of age 65 or completion of five years of
service. Early retirement is permitted for participants who have reached age 50 with at least 20 years of service, or age 55 with at least 15 years
of service. Benefits are actuarially increased or reduced if the monthly benefit payments begin after or prior to age 65.

A participant�s benefit is based on his or her:

· �average monthly compensation,� which is the participant�s highest average monthly covered compensation for any five consecutive plan
years of service within the last ten completed years of service prior to retirement;

· years of �creditable service,� which is the number of calendar years in which the participant completes 1,000 or more hours of service;
and

· �covered compensation,� which is the average of the participant�s Social Security taxable wage base for each year during the 35-year
period ending with the year in which the employee attains Social Security retirement age.

We do not grant extra years of service to pension plan participants for purposes of calculating benefits.

A participant�s annual compensation covered by the plan includes base salary, overtime, and regular bonuses. However, under the Internal
Revenue Service�s regulations, the maximum amount of covered compensation considered for 2011 in determining a participant�s benefit was
$245,000.

The pension plan provides that a participant�s actual monthly benefit amount following retirement is calculated as follows:

· 1.2% of average monthly compensation multiplied by total plan years of service, not to exceed 35 years if hired on or after January 1,
2005, or 40 years if hired before that date; plus

·
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0.65% of average monthly compensation in excess of one-twelfth of covered compensation multiplied by total plan years of service, not
to exceed 35 years; reduced by

· A service fraction that is the ratio of the number of months in a short plan year compared to the number of months in a full plan year.
Under the IRS� regulations, the maximum annual benefit that may be paid to a retiring participant is $195,000. Participants may elect to receive
retirement benefits in a joint and survivor annuity rather than a single life annuity. In
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those cases, the amount of the annual retirement benefit will be actuarially reduced. In cases of early retirement, a participant�s annual retirement
benefits are actuarially reduced by 5.0% for each year of the first ten years by which the starting date of the early retirement benefit precedes the
participants� normal retirement date, unless a participant elects to defer receipt of benefits until he or she reaches age 65. In the case of
participants whose employment continues after age 65, the annual retirement benefits, as well as the maximum permitted benefit amount, are
actuarially increased.

Our legacy and enhanced Section 401(k) plans both are voluntary savings plans that provide vehicles for employees to defer a pre-tax portion of
their compensation for retirement and receive an employer matching contribution on a portion of the voluntary deferral. Associates who were
employed by us on or before March 31, 2007, are participants in one of the two Section 401(k) plans, depending on their elections as described
above. In the case of associates who elected to participate in the enhanced Section 401(k) plan, account balances under the legacy plan were
transferred to the associates� accounts under the enhanced plan. Associates who were hired after March 31, 2007, may participate only in the
enhanced plan. They become eligible to participate for purposes of their own voluntary contributions after one full month of employment, and
they become eligible to receive the employer match following one full year of employment.

Under the IRS� regulations, the maximum 2011 voluntary deferral was $16,500 for a participant under the age of 50, and $22,000 for a
participant age 50 or older. Under the legacy Section 401(k) plan, we make a matching contribution to each participant�s account equal to 100%
of the first 3%, and 50% of the next 3%, of the participant�s compensation that he or she defers, up to and including a maximum matching
contribution of 4.5% of the participant�s eligible compensation, but not more than $11,025. Under the enhanced plan, we make a matching
contribution to each participant�s account equal to 100% of up to 6% of the participant�s compensation that he or she defers. In addition, following
the close of each plan year, we make a profit-sharing contribution under the enhanced plan to each eligible participant�s account equal to 3% of
the participant�s eligible compensation, without regard to the amount of the participant�s voluntary deferrals. During 2011 the maximum matching
contribution under the enhanced Section 401(k) plan was $14,700, and the maximum profit-sharing contribution under the enhanced plan was
$7,350.

Eligibility requirements for participation and matching contributions, as well as investment opportunities, are the same in both the legacy and
enhanced Section 401(k) plans.

Because Mr. F. Holding beneficially owns more than 5% of our voting stock, federal law required that he begin to receive distributions from the
pension plan and Section 401(k) plan when he reached age 70 1/2.

Non-Qualified Separation from Service Agreements.    FCB has agreements with certain of its executive officers that provide for payments to
them for a period of ten years following a separation from service that occurs no earlier than an agreed-upon age. Benefit provisions vest on the
agreed-upon age; however, no payments begin until a separation from service occurs. The agreements are intended to help us retain and reward
the long-term loyalty of officers who are key decision makers within our organization, and to assure their continued loyalty following a
separation from service. Because payments will be made to the officers only if they continue in FCB�s� employment until their agreements vest,
the Committee believes the agreements help FCB retain its executive officers and are consistent with our objective of encouraging and
rewarding long-term loyalty. The Committee also believes that the additional long-term benefit provided to our executive officers under the
agreements helps to make our compensation program more competitive in light of the fact that we do not have any annual cash bonus, long-term
incentive or equity-based compensation plans under which executive officers of other companies can build wealth.

Currently, each agreement vests at age 65 (or an earlier agreed-upon age), except the agreement with our Executive Vice Chairman, Mr. F.
Holding. By approval of the Compensation Committee and our Board, Mr. F. Holding�s agreement vested on January 1, 2011.

In return for FCB�s� payments, each officer has agreed to provide limited consultation services to, and not to compete against, FCB during the
payment period. Payments begin six months and one week following separation from service. If an officer dies prior to separation from service,
or during the payment period following separation from service, the payments under his or her agreement will be made to the officer�s designated
beneficiary or estate. There are no early vesting rights or change in control provisions under the agreements, and FCB may terminate an officer�s
agreement at any time prior to the vesting date. If an officer�s agreement is terminated, or the officer�s employment terminates before the age
provided in his or her agreement, or another date agreed to by FCB, for any reason other than death, all rights under his or her agreement will be
forfeited. The agreements do not provide for any non-cash benefits.
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Our Chairman and Chief Executive Officer recommends officers to the Compensation Committee to be considered for an agreement, and he
recommends the amount of monthly payments for each officer�s agreement. The Committee considers the recommendation in the context of the
officer�s position and other compensation and, if it concurs, it recommends approval to the Boards of Directors. The amounts of payments
provided for in the agreements generally are calculated as a percentage, ranging from 25% to 60%, of an officer�s base salary at the time his or
her agreement is approved. From time to time the agreements may be amended to change the amounts and/or percentages used in the calculation
of payments in order to reflect increases in officers� base salaries. Those adjustments are recommended by the Chairman and Chief Executive
Officer to the Committee for consideration and recommendation to the Boards of Directors.

In January 2011, existing agreements were amended for Mr. F. Holding, Jr. and certain other executive officers. These amended agreements
were approved by the Committee and the Board of Directors. The amendments reflect the increase in the officers� base salaries approved by the
Committee and the Board of Directors effective April 1, 2011.

Personal Benefits.    We do not provide an extensive array of perquisites or personal benefits to our executive officers, other than benefits
(including individual and family group insurance coverages) that are available generally to all our employees. However, from time to time
certain of our executive officers do receive, or we may treat them as having received, other non-cash benefits that are not directly related to the
performance of their duties as executive officers or that otherwise confer a benefit that has a personal aspect. Benefits of that type that our
executive officers named in the Summary Compensation Table received, or that we treat them as having received, during 2011 included:

· services of staff personnel that we attribute to certain officers� personal business; and

· installation of a security system in the residence of our President, and monitoring and maintenance of security systems in the residences
of our Chairman and Chief Executive Officer and our President, under our risk management program.

As part of its review of our executive officers� overall compensation each year, the Compensation Committee reviews personal benefits being
provided, or proposed to be provided, to executive officers, and it recommends to the Boards of Directors whether those benefits should be
approved or continued. During 2005, our Compensation Committee approved, and recommended to the Boards of Directors, a policy under
which FCB will, as deemed advisable, install, maintain and monitor security systems in the homes of certain executive officers as part of our risk
management program. Under the policy, each officer in whose home FCB installs a security system would purchase that equipment from FCB,
at its depreciated book value, following retirement or other termination of employment. The Board concluded that the safety of our key
executive officers is a business concern, and it approved the recommended policy. During 2011, FCB maintained and monitored a previously
installed security system in the residence of our Chairman and Chief Executive Officer, Mr. F. Holding, Jr., and installed and monitored a new
security system in the residence of our President, Mr. E.Willingham.

As described in the Summary Compensation Table, Mr. F. Holding, our Executive Vice Chairman, is the only executive officer who received
personal benefits during 2011 for which our incremental costs exceeded an aggregate of $10,000. Those benefits consisted solely of personal
services provided by staff employees. The estimated amount of those benefits listed in the Summary Compensation Table is based on our
estimates of staff time devoted to those services and FCB�s compensation and benefits expense related to those employees.

Tax and Accounting Implications; Deductibility of Executive Compensation

Internal Revenue Service regulations disallow a tax deduction to public corporations for compensation, other than performance-based
compensation, over $1 million paid to their chief executive officers and four other most highly compensated named executive officers. The
Compensation Committee considers the impact of those regulations in connection with its decisions regarding the compensation of our executive
officers. The Committee has determined that our Executive Vice Chairman�s 2011 compensation exceeds the deductibility limits of
Section 162(m) and, to that extent, will have an effect on our income tax liability.
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EXECUTIVE OFFICERS

We consider our and FCB�s officers who are listed below to be our current executive officers. Each individual is subject to re-election as an
officer each year.

Name and Age Positions With Us and FCB

Frank B. Holding, Jr.

            50

FCB�s and our Chairman since February 2009; FCB�s and our Chief Executive Officer since January
2008; IronStone Bank�s Chief Executive Officer from February 2009 to January 2011; our and FCB�s
President from 1994 to February 2009. Employed by FCB since 1984.

Frank B. Holding

            83

FCB�s and our Executive Vice Chairman. Employed by FCB since 1957.

Edward L. Willingham IV

            57

FCB�s and our President since February 2009; Executive Vice President of FCB from 1992 to February
2009. Employed by FCB since 1987.

Kenneth A. Black (59)

            59

Our Vice President, Treasurer and Chief Financial Officer; FCB�s Executive Vice President, Treasurer
and Chief Financial Officer; IronStone�s Senior Vice President and Treasurer until January 2011.
Employed by FCB since 1987.

Hope Holding Connell

            49

FCB�s and our Vice Chairman since January 2011; President of IronStone Bank from 2006 until
January 2011; FCB�s Executive Vice President from 2002 until January 2011. Employed by FCB since
1986.

James E. Creekman

            64

Our Secretary; FCB�s Secretary and Group Vice President - Legal Services; IronStone Bank�s Secretary
and Vice President until January 2011. Employed by FCB since 1991.

Lou Jones Davis

            59

FCB�s Executive Vice President and Chief Human Resources Officer. Employed by FCB since 1997.

Donald P. Geaslen

            54

FCB�s Chief Governance Officer since January 2010 and Executive Vice President since 2004; FCB�s
General Auditor from 2004 until December 2009; IronStone Bank�s Senior Vice President from 2004
until January 2011. Employed by FCB since 2004. Previously served as Senior Vice President and
Audit Director for Wachovia Bank, Charlotte, NC from 1999 to 2004.

Barry P. Harris IV

            57

Our Vice President and Chief Legal Officer, and FCB�s Executive Vice President and Chief Legal
Officer, since January 2012. Previously, practicing attorney with Ward and Smith, P.A., Raleigh, NC
from 2005 to January 2012; Chief Counsel, Banc of America Investment Services, Inc., Charlotte, NC
(previously NationsSecurities, Inc.) from 1994 to 2004; and Associate General Counsel, NationsBank,
Charlotte, NC from 1992 to 1994.

Ricky T. Holland

            58

FCB�s Executive Vice President and Chief Credit Officer since October 2007; IronStone Bank�s Group
Vice President from 2006 to 2011, Chief Credit Officer from 2007 to 2011, and Senior Vice President
and Regional Business Executive from 2002 until 2006. Employed by Ironstone or FCB from 1993 to
2000 and from 2002 to the present. From 2000 until to 2002, Mr. Holland served first as Senior Vice
President, and then President, of Q4i, Inc., a Dallas, TX, software company. After Mr. Holland left
that company, an involuntary petition in bankruptcy was filed against it during 2003.

Donald E. Preskenis

            45

FCB�s Executive Vice President and General Auditor since March 2010; FCB�s Senior Vice President
and Senior Audit Manager from May 2005 to March 2010. Employed by FCB since 2005. Previously
served as Internal Auditor for MassHousing Financing Agency, a state housing agency, from 2004 to
2005, and as Vice President and Regional Audit Manager of Sovereign Bank from 2000 to 2004.

Carol B. Yochem

            52

FCB�s Executive Vice President and Wealth Management Segment Manager since September 2005;
IronStone�s Senior Vice President until January 2011. Employed by FCB since 2005. Previously served
as Executive Vice President for SunTrust Bank, Nashville, TN from 2001 to 2005.
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EXECUTIVE COMPENSATION

Summary

The following table shows the cash and certain other compensation paid or provided to or deferred by the named executive officers for 2011,
2010 and 2009. Our executive officers are compensated by FCB for their services as officers, and they receive no separate salaries or other
compensation from us for their services as our officers. Our executive officers are employed on an �at will� basis and are subject to re-election as
officers each year. We do not have any incentive or other plans under which cash or equity grants or awards are made to executive officers. As a
result, base salary is the largest component of each current executive officer�s total compensation actually received by them each year.

SUMMARY COMPENSATION TABLE

Name and Principal Position During 2011 (1) Year Salary (3) Bonus

Change in
Pension
Value (4)

All Other
Compensation (5) Total

Frank B. Holding, Jr.

    Chairman and

    Chief Executive Officer

2011 $ 875,750 $ -0- $ 960,332 $ 11,025 $ 1,847,107
2010 856,375 -0- 193,256 11,025 1,060,656

2009 749,009 -0- 75,451 11,025 835,485

Kenneth A. Black

    Executive Vice President and

    Chief Financial Officer

2011 466,951 -0- 436,493 11,025 914,469
2010 435,601 -0- 195,064 11,025 641,690

2009 369,154 -0- 107,672 11,025 487,851

Frank B. Holding

    Executive Vice Chairman

2011 995,114 -0- 387,093 53,804 1,436,011
2010 995,114 -0- 545,046 52,879 1,593,039
2009 995,114 -0- 649,206 51,836 1,696,156

Edward L. Willingham IV (2)

    President

2011 566,750 -0- 570,888 11,025 1,148,663
2010 554,125 -0- 174,748 11,025 739,898
2009 483,344 -0- 87,708 11,025 582,077

Carol B. Yochem

    Executive Vice President and

    Wealth Management Manager

2011 564,459 -0- 204,728 11,025 780,212
2010 550,503 -0- 111,624 11,025 673,152

2009 542,367 -0- 51,282 11,025 604,674

(1) Messrs. F. Holding and F. Holding, Jr. served as members of our Board of Directors during 2011, but they received no additional
compensation for their services as directors.

(2) Mr. Willingham was appointed to serve as President effective on February 25, 2009.
(3) Includes the amounts of salary deferred at each officer�s election under our Section 401(k) plan. As described under the heading

�TRANSACTIONSWITH RELATED PERSONS,� FCB is reimbursed for portions of Mr. F. Holding�s salary by First Citizens Bank and Trust Company,
Inc., Columbia, SC, and Southern Bank and Trust Company, Mount Olive, NC, pursuant to separate agreements between FCB and those
banks.

(4) �Change in Pension Value� does not reflect amounts actually received by any officer. It represents the aggregate of the increase for each year
in (a) the actuarial present value of the officers� accumulated benefits under our defined benefit pension plan, and (b) the present value of
monthly payments to be made to the officers in the future for a period of ten years following their separation from service at specified ages
under agreements between them and FCB. As further described below under the caption �Pension Benefits and Separation from Service
Payments,� present values of those benefits and payments are determined each year as of December 31 in order to reflect the amounts of our
future obligations to the named officers under the pension plan and those agreements in our consolidated financial statements. They are
calculated based on a number of assumptions, including assumptions regarding future events, as well as a rate of interest used to discount
future benefits and payments to present values. Under financial and pension accounting principles, those assumptions and the discount rate
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change from time to time, which can result in increases or decreases in present values. The discount rates used for calculating the present
values for each year covered in the table were 4.75% for 2011, 5.50% for 2010, and 6.00% for 2009. For 2011, the increase in the present
values of pension benefits resulted primarily from a reduction in the discount rate used in determining present values and, in the case of the
separation from service agreements, from a combination of a reduction in the discount rate and amendments to those agreements during
2011 to reflect increases in the officers� respective base salaries since the dates of their previous agreements. Present value amounts could
decrease in future years if discount rates increase or there are changes in other assumptions. The separate amounts for each officer under
the pension plan and the separation from service agreements are listed in the following table.
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F.B.
Holding, Jr.

K.A.
Black

F.B.
Holding

E.L.
Willingham

C.B.
Yochem

2011:
Increase in actuarial present value of accumulated benefits under
pension plan $ 142,295 $ 176,047 $ 237,277(a) $ 165,295 $ 54,263
Increase in present value of future monthly payments under
separation from service agreements 818,037 260,446 149,816 405,593 150,465

Aggregate increase $ 960,332 $ 436,493 $ 387,093 $ 570,888 $ 204,728

2010:
Increase in actuarial present value of accumulated benefits under
pension plan $ 94,785 $ 134,151 $ 212,658(a) $ 120,548 $ 34,668
Increase in present value of future monthly payments under
separation from service agreements 98,471 60,913 332,388 54,200 76,956

Aggregate increase $ 193,256 $ 195,064 $ 545,046 $ 174,748 $ 111,624

2009:
Increase in actuarial present value of accumulated benefits under
pension plan $ 43,013 $ 78,856 $ 153,605(a) $ 65,622 $ 21,288
Increase in present value of future monthly payments under
separation from service agreements 32,438 28,816 495,601 22,086 29,994

Aggregate increase $ 75,451 $ 107,672 $ 649,206 $ 87,708 $ 51,282

(a) The amount shown for 2011 is the total of the increase in the actuarial present values of Mr. F. Holding�s accumulated benefits under the
pension plan ($17,137), plus the amount of distributions he received under the plan during that year ($220,140). The amounts shown for
2010 and 2009 are net amounts based on decreases during each year in the actuarial present values of Mr. F. Holding�s accumulated
benefits under the pension plan (decreases of $7,482 for 2010, and $66,535 for 2009), plus the amounts of distributions he received under
the plan during each year (distributions of $220,140 for each year).

(5) The following table describes each officer�s �Other Compensation� for 2011.

Description
F.B.

Holding, Jr.
K.A.
Black

F.B.
Holding

E.L.
Willingham

C.B.
Yochem

FCB�s� matching and profit sharing contributions
for the officers� accounts under our Section
401(k) plans $ 11,025 $ 11,025 $ 22,050 $ 11,025 $ 11,025
Estimates of FCB�s incremental costs related to
personal benefits (a) � � 31,754 � �

Total Other Compensation $ 11,025 $ 11,025 $ 53,804 $ 11,025 $ 11,025

(a) From time to time our executive officers, including those named in the tables above, receive, or we may treat them as receiving, various
non-cash personal benefits. Mr. F. Holding was the only named officer who received personal benefits during 2011 for which we believe
our aggregate incremental cost exceeded $10,000, and, for that reason, he is the only officer for whom an amount for personal benefits is
included in �Other Compensation.� His 2011 personal benefits included in the table above consisted solely of personal services provided by
staff personnel. The estimated amount of those benefits is based on our estimates of staff time devoted to his personal business and our
compensation and benefit expense related to those employees. We also provide our officers with group life, health, medical and other
insurance coverages for themselves and their spouses and families on the same terms as those coverages are provided to all full-time
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employees. The cost of that insurance is not included in the table.
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Pension Benefits and Separation from Service Payments

We have a defined benefit pension plan that covers all of our eligible employees who were hired on or before March 31, 2007, and under which
benefits are provided to plan participants following their retirement. In addition, FCB has separation from service agreements with certain of our
executive officers which provide for payments to them for a period of ten years following their separation from service at specified ages. The
pension plan and the separation from service agreements are described under the heading �COMPENSATION DISCUSSIONAND ANALYSIS.� The following
table provides information about benefits under the pension plan and the agreements for each of our executive officers named in the Summary
Compensation Table.

PENSION BENEFITS

Name Plan Name
Number of Years
Credited Service (1)

Present Value 
of

Accumulated
Benefit (2)(3)

Payments

During Last
Fiscal Year

Frank B. Holding, Jr. Pension plan 28 $ 572,474 $ -0-
Separation from service agreement N/A 1,473,566 -0-

Kenneth A. Black Pension plan 24 890,734 -0-
Separation from service agreement N/A 816,226 -0-

Frank B. Holding Pension plan 40 2,045,123 220,140(4) 
Separation from service agreement N/A 4,419,470 -0-

Edward L. Willingham IV Pension plan 24 769,932 -0-
Separation from service agreement N/A 839,073 -0-

Carol B. Yochem Pension plan 6 158,050 -0-
Separation from service agreement N/A 691,000 -0-

(1) Years of credited service under the pension plan are as of December 31, 2011. Mr. F. Holding has 55 actual years of service. However, the
maximum years of service that may be counted in calculating benefits under the pension plan is 40 years or, in the case of participants
hired after January 1, 2005, 35 years. Payments under the separation from service agreements are not determined on the basis of years of
credited service.

(2) The amounts shown for the pension plan reflect the actuarial present value of each officer�s accumulated benefit as of December 31, 2011.
Those amounts were determined using the same interest rate and mortality rate assumptions as were used in our consolidated financial
statements. We used a discount rate of 4.75% and, except as described below for Mr. F. Holding, we assumed that each officer will remain
an active employee until, and will retire at, normal retirement age under the plan (65). We assumed that Mr. F. Holding will retire at his
current age. We assumed that each officer will elect to receive benefits based on a single life annuity or, in the case of Mr. F. Holding, a
joint and survivor annuity (which is the basis on which his benefits currently are being paid). No pre-retirement decrements were applied.

(3) The amounts shown for the separation from service agreements reflect the present values, as of December 31, 2011, of future payments
under those agreements. Those amounts were determined using the same assumptions as were used in our consolidated financial
statements. We used a discount rate of 4.75%, and the monthly payment amounts called for by each officer�s agreement (as in effect on
December 31, 2011) that would be made to him or her (or his or her beneficiary) in the future over the ten-year payment term that begins
six months and one week following separation from service at his or her agreed-upon age. In calculating those amounts, we assumed that
each officer will remain an active employee until, and his or her payments will begin after, the age specified in his or her agreement. As
described in the discussion of these agreements under the heading �COMPENSATION DISCUSSIONAND ANALYSIS,� amounts of payments generally are
calculated as a percentage of each officer�s base salary at the time his or her agreement is approved and, from time to time, the agreements
may be amended to adjust payment amounts based on then-current base salary amounts and the percentages of base salary used in the
computation. During February 2011, the agreements with Mr. F. Holding, Jr., Mr. Black, Mr. Willingham and Ms. Yochem were amended
to reflect increases in their base salaries since the dates of their previous agreements. The monthly payment amounts provided for under
the named officers� agreements as of December 31, 2011 were as follows: Mr. F. Holding, Jr.�$33,056; Mr. Black�$11,750; Mr. F.
Holding�$49,756; Mr. Willingham�$14,263; and Ms. Yochem�$14,205.

(4) Mr. F. Holding was required by federal law to begin receiving distributions under our pension plan after he reached age 70 1/2. He remains
actively employed by FCB. His amount reflects distributions he received during 2011.
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On December 31, 2011, Mr. F. Holding, Jr., Mr. Black and Mr. Willingham were eligible for early retirement under the pension plan. Early
retirement is permitted for participants who have reached age 50 with at least 20 years of service, or age 55 with at least 15 years of service. If a
participant retires early, his or her annual benefits under the pension plan are actuarially reduced by 5.0% for each year of the first ten years by
which the starting date of the early retirement benefit precedes the participants� normal retirement date, unless the participant elects to defer
receipt of benefits until he or she reaches age 65. As indicated in the table above, Mr. F. Holding was required by federal law to begin receiving
distributions of benefits under the pension plan when he reached age 70 1/2.

Potential Payments upon Termination

Current Executive Officers.    The only contracts, agreements, plans or arrangements in effect during 2011 under which payments or other
benefits will be made or provided to any of our current executive officers named in the Summary Compensation Table in connection with a
termination of their employment or a change in their responsibilities were:

· our pension plan and Section 401(k) plans which cover all of our eligible employees;

· the separation from service agreements between FCB and certain of our senior officers under which payments will be made following
an officer�s separation from service after a stated age;

· our group insurance plans under which disability and death benefits are provided to all of our eligible employees; and

· the agreement described below with Carol B. Yochem.
There are no agreements with any of our current executive officers under which payments would be made as a result of a change in control of
our company or FCB.

Payments and benefits under our pension plan and the separation from service agreements are described above under the caption �Pension
Benefits and Separation from Service Payments.� An employee�s death benefit under our group life insurance plans provided by FCB equals the
employee�s annual salary, with a maximum benefit of $600,000.

Under an agreement with Ms. Yochem when she was first employed during 2005, FCB has agreed that, if any of the �triggering events� described
below occur, it will make a lump-sum severance payment to her equal to her annual base salary rate. A triggering event will have occurred if:

· Ms. Yochem�s employment is terminated without cause;

· her base salary is reduced below her beginning annual rate of $460,000;

· her life, medical or hospitalization or disability insurance, or similar benefits, including any retirement plan, are reduced in level, scope
or coverage, or are eliminated without being replaced with substantially similar plans or benefits, unless that action applies
proportionately to all salaried employees who participate in those benefits or plans;

· she is transferred to a job location more than 30 miles from her initial principal work location; or

· her position is eliminated, or her employment is changed in any material respect such that she no longer serves in her initial position
with FCB or in a position with similar duties.

If any of those events had occurred on December 31, 2011, the amount of FCB�s lump-sum payment to Ms. Yochem would have been $568,206.
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DIRECTOR COMPENSATION

The following table describes our standard schedule of fees paid to our non-employee directors for their one-year terms of office following our
2011 Annual Meeting.

                       Description                      Amount
Annual retainer paid to each of our directors $ 30,000
Additional annual retainer paid to Mr. Durham, the
Chairman of our Audit and Compliance Committee and the
Audit Committee Financial Expert 40,000
Additional annual retainer paid to Mr. Jones, the
Chairman of our Compensation Committee 7,500
Additional annual retainer paid to Mr. Newcomb, the
Chairman of our Nominations Committee 5,000
Fee for attendance in person at meetings
of our and FCB�s Boards 1,500
Fee for attendance in person at meetings
of our and FCB�s Board committees 1,000
Fee for attendance via teleconference at meetings
of our and FCB�s Boards and/or committees 500
Fees are paid for each meeting attended by our directors, regardless of whether those meetings are held on the same day as other meetings.
However, only one meeting fee is paid for attendance at a joint meeting. For example, a director who attended a joint meeting of our and FCB�s
Boards in person during 2011 was paid for one meeting. The separate annual retainers paid to the Chairman of our Audit and Compliance
Committee (who is designated as our �audit committee financial expert�) and the Chairmen of our Compensation Committee and Nominations
Committee are in recognition of the additional duties and responsibilities required by those positions. Directors who also serve as our or FCB�s
officers or employees do not receive any compensation for their service as directors. The Boards have not yet considered whether any changes
will be made in the above standard fees for 2012.

In addition to our standard fees, during 2011 certain of our non-employee directors received other compensation from FCB as described below.

· George H. Broadrick died during April 2011. Since his retirement as our and FCB�s President during 1987, he had received payments
under an agreement that he provide continuing consulting services to, and not compete with, FCB during the term of the payments. At
the time of his death, he was receiving payments of $7,500 per month, and FCB was providing him with office space and administrative
assistance reasonably necessary in providing his consulting services under the agreement. Following his death, the payments were made
to his surviving spouse until the agreement expired during August 2011.

· During January 2011, James M. Parker retired from active employment as our and FCB�s Executive Vice Chairman and Chief Operating
Officer of IronStone Bank, but he continues to serve as a member of our and FCB�s Boards. During March 2011, he entered into a
Consulting Agreement with FCB under which he agreed to provide advisory and consulting services to FCB relating to the areas of his
responsibility during his employment for up to 80 hours per month, beginning in March and for the remainder of 2011 and for which he
was paid $10,000 per month. The agreement expired on December 31, 2011. Also, as described in this proxy statement under the
heading �COMPENSATION DISCUSSIONAND ANALYSIS,� FCB and IronStone (which has been merged into FCB) have non-qualified separation
from service agreements with certain of our executive officers which provide for payments to the officers following their separation
from service at agreed on ages. In addition to benefits under our defined benefit pension plan, following his retirement Mr. Parker began
receiving payments aggregating $24,432 per month for a period of ten years under his agreements with IronStone.

· During 2011, Lucius S. Jones and Robert T. Newcomb served on FCB�s local advisory boards in their communities. They received fees
totaling $375 and $125, respectively, for attendance at advisory board meetings.
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The following table summarizes the compensation received by our non-employee directors for 2011.

2011 DIRECTOR COMPENSATION

                      Name (1)                      
Fees Earned or
Paid in Cash

All Other
Compensation Total

John M. Alexander, Jr. $ 50,500 $ -0-        $ 50,500
Carmen Holding Ames 36,000 -0-        36,000
Victor E. Bell III 59,500 -0-        59,500
George H. Broadrick 1,500 30,000 (2) 31,500
Hubert M. Craig III 48,500 -0-        48,500
H. Lee Durham, Jr. 99,500 -0-        99,500
Daniel L. Heavner 51,000 -0-        51,000
Lucius S. Jones 56,875 -0-        56,875
Robert E. Mason IV 46,000 -0-        46,000
Robert T. Newcomb 53,125 -0-        53,125
James M. Parker 44,000 222,163 (2) 266,163
Ralph K. Shelton 46,000 -0-        46,000

(1) Frank B. Holding, Jr., Frank B. Holding and Hope Holding Connell are not listed in the table. They served as directors during 2011 but
were compensated as executive officers of FCB and received no additional compensation for their services as directors.

(2) Reflects payments under the separate agreements described in the narrative above.
TRANSACTIONS WITH RELATED PERSONS

Our Policy

Our Board of Directors has adopted a written policy under which our Audit and Compliance Committee, on an ongoing basis, reviews and
approves certain transactions, arrangements or relationships in which we or FCB or any of its subsidiaries are a participant and in which any of
our �related persons� has a material interest. Our related persons include our directors, nominees for election as directors, executive officers,
beneficial owners of more than 5% of a class of our voting stock, and members of the immediate family of one of those persons.

Except as described below, the policy covers:

· any transactions, arrangements or relationships, or series of transactions, arrangements or relationships, that are required to be disclosed
in our proxy statements under rules of the Securities and Exchange Commission (in general, those in which the dollar amount involved
exceeds or will exceed an aggregate of $120,000, including all periodic payments); and

· charitable contributions or gifts, or series of charitable contributions or gifts (whether in cash or in-kind in the form of property or
services), by us or FCB to any eleemosynary or other non-profit organization in which a related person is a director or executive officer
(other than a non-management director or advisory director) or is known to have some other material relationship and in which the
aggregate dollar amount involved exceeds or will exceed (including periodic installments, and all other such contributions made during
the same year) the greater of $200,000 or 5% of that organization�s gross revenues for the current year.

The transactions covered by the policy generally include loans, but the policy does not cover loans made by FCB in the ordinary course of its
business that are subject to banking regulations relating to �insider loans� and that are required to be approved by a majority vote of FCB�s Board
of Directors. The policy also does not cover compensation paid to our executive officers, or to an immediate family member of a related person,
that has been reviewed and approved, or recommended to our Board of Directors for approval, by our Compensation Committee. Transactions
and relationships in the ordinary course of FCB�s business involving its provision of services as a depositary of funds, or similar banking or
financial services or customer relationships, are not required to be approved by the Committee. However, the Committee
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has directed FCB�s Chief Compliance Officer to review and monitor those transactions and relationships with our related persons on an ongoing
basis and make periodic reports to the Committee.

Individual transactions under ongoing relationships in which we or FCB regularly obtain products or services from related persons in connection
with our business operations are not required to be separately approved. Rather, the Committee approves the entry into any new relationships
and then monitors those relationships on an ongoing basis. Similarly, in the case of the ongoing relationships described below under the caption
�Related Person Transactions During 2011� under which FCB provides various operations, data processing and other business services to the
named banks under multi-year service agreements, the Committee approves the entry into any new agreement, or the renewal of any existing
agreement. However, during the terms of the agreements, the Committee is not required to pre-approve the periodic addition, deletion or
modification of services, or pricing or other changes, under the agreements. FCB�s Chief Compliance Officer reviews and evaluates all such
proposed individual changes and reports those actions to the Committee.

In its review of related person transactions or charitable gifts, the policy provides that the Committee should exercise independent judgment and
should not approve any proposed transaction or charitable gift unless and until it has concluded to its satisfaction that the transaction or gift:

· has been or will be agreed to or engaged in on an arm�s-length basis;

· is or will be on terms that are fair and reasonable to us or FCB; and

· is in our or FCB�s best interests.
Related Person Transactions During 2011

FCB has had, and expects to have in the future, banking transactions in the ordinary course of its business with certain of its and our current
directors, nominees for director, executive officers, principal shareholders, and other related persons. All loans included in those transactions
during 2011 were made in the ordinary course of FCB�s business on substantially the same terms, including interest rates, repayment terms and
collateral, as those prevailing at the time the loans were made for comparable transactions with other persons, and those loans did not involve
more than the normal risk of collectibility or present other unfavorable features. On December 31, 2011, the aggregate outstanding balance of
loans and leases to our and FCB�s directors and officers, their immediate family members, and business and other entities they control, was
approximately $1.5 million, and FCB had an aggregate of approximately $4.3 million in unfunded loan commitments to those persons (exclusive
of outstanding and available balances on credit card lines of less than $15,000 and overdraft checking lines of less than $5,000).

In addition to its primary business of providing traditional loan, deposit and other banking services to individuals and businesses, FCB (through
departments operating under the trade names �InfoTech Alliance Bank Services� and �First Shareholder Services,� and through FCB�s corporate trust
department and other departments) regularly provides a variety of ongoing business, data processing, bank operations, corporate trust and other
services to other banks and financial institutions and their parent holding companies pursuant to service agreements with those institutions. FCB
has engaged in that line of business for more than 20 years and currently provides certain of those services in the ordinary course of its business
to approximately 56 different �Client Banks,� including First Citizens Bank and Trust Company, Inc., Columbia, South Carolina (�FCB/SC�),
Southern Bank and Trust Company, Mount Olive, North Carolina (�Southern�), The Fidelity Bank, Fuquay-Varina, North Carolina (�Fidelity�), and
The Heritage Bank, Lucama, North Carolina (�Heritage�). The services provided by FCB to each of those banks include, among others, some or
all of the following services: item and account processing services, clearing of incoming and outgoing items, maintenance of loan and deposit
systems, securities portfolio management services, stock transfer and registrar services, management consulting services (including, in the case
of FCB/SC and Southern, the services of Frank B. Holding as director), and services as trustee for Southern�s, Fidelity�s and Heritage�s pension
plans and Section 401(k) plans. Under FCB�s service agreements with those banks, services are added and deleted, or are narrowed or expanded,
from time to time. Aggregate fees billed by FCB for all those services during 2011 totaled approximately $23,463,000 for FCB/SC, $4,873,000
for Southern, $5,185,000 for Fidelity, and $1,014,000 for Heritage, in each case including amounts attributable to FCB�s reimbursable
out-of-pocket costs for telecommunications, postage and courier services related to the services provided. Of the amounts billed to FCB/SC and
Southern, $133,963 and $108,836, respectively, represented reimbursement to FCB for a portion of Mr. F. Holding�s salary paid by FCB. Mr. F.
Holding receives no salary, directors� fees, or other compensation directly from FCB/SC or Southern for the services he renders to them.
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Mr. F. Holding is one of our principal shareholders and also is a principal shareholder of the parent holding companies of FCB/SC, Southern,
Fidelity and Heritage, and he is a director of FCB/SC and Southern. Frank B. Holding, Jr., who is our Chairman and Chief Executive Officer,
also is a director of Heritage. Hope Holding Connell, who is our executive officer and director, also serves as a director of Southern. Carmen
Holding Ames, who is our director, also is a director of FCB/SC and Fidelity. Our Audit and Compliance Committee has reviewed and approved
the above agreements and monitors FCB�s ongoing relationships with the affiliated banks, but, as explained above, our policy is that individual
transactions under or changes (such as changes in services or pricing) in those agreements are to be reviewed and evaluated by FCB�s Chief
Compliance Officer and reported to the Committee.

Our investment securities available for sale include an equity investment in FCB/SC�s parent company, First Citizens Bancorporation, Inc., which
we have held for over 20 years and which had a carrying value (based on the per share price of the stock quoted on the OTC Bulletin Board) of
$14,777,000 at December 31, 2011, as compared to approximately $18,381,000 and $14,633,000 at December 31, 2010 and 2009, respectively.

Hope Holding Connell, our and FCB�s director and Vice Chairman, is the daughter of our director and executive officer, Frank B. Holding, and
the sister of our Chairman and Chief Executive Officer, Frank B. Holding, Jr. The following table contains information about Ms. Connell�s
compensation for 2011, 2010 and 2009. Since she is an executive officer, her compensation each year is reviewed by our Compensation
Committee, and recommended by the Committee to our Board for approval, under the same process that applies to all our other executive
officers, and it is not separately reviewed or approved by the Audit and Compliance Committee under our related person transaction policy.

Name and Principal Position During 2011 (1) Year Salary (2) Bonus

Change in
Pension Value 

(3)
All Other

Compensation (4) Total
Hope Holding Connell

    Vice Chairman

2011 $ 488,284 $ -0- $ 444,186        $ 11,025        $ 943,495
2010 381,364 -0- 129,714        11,025        522,103
2009 310,500 -0- 58,358        11,025        379,883

(1) Ms. Connell served as a member of our and FCB�s Boards of Directors during each year but she received no additional compensation for
her services as a director.

(2) Includes the amount of salary deferred at Ms. Connell�s election under our Section 401(k) plan.
(3) Amounts reflect the aggregate of the increase for each year in (a) the actuarial present value of Ms. Connell�s accumulated benefit under

our defined benefit pension plan (increases of $139,379 for 2011, $94,265 for 2010, and $47,297 for 2009), and (b) the present value of
monthly payments to be made to Ms. Connell in the future for a period of ten years following her separation from service at age 65 or an
earlier agreed-upon date under a separate agreement between her and FCB (increases of $304,807 for 2011, $35,449 for 2010, and $11,061
for 2009). On December 31, 2011 and 2010, the actuarial present values of Ms. Connell�s accumulated pension plan benefits were
$537,000 and $397,621, respectively, and the present values of future payments under her separation from service agreement were
$530,208 and $225,401, respectively. The actual monthly payment amount provided for in her separation from service agreement as of
December 31, 2011 was $12,875. An amendment to the agreement was executed during February 2011 to reflect increases in Ms. Connell�s
base salary since the date of the previous agreement.

(4) The listed amount reflects matching contributions made by FCB on Ms. Connell�s behalf under our Section 401(k) plan. From time to time
our executive officers, including Ms. Connell, receive, or we may treat them as receiving, various non-cash personal benefits. Ms. Connell
did not receive personal benefits during 2011 for which we believe our aggregate incremental cost exceeded $10,000, and her �Other
Compensation� listed in the table does not include any amount for personal benefits. We provide our officers with group life, health,
medical and other insurance coverages for themselves and their spouses and families on the same terms as those coverages are provided to
all full-time employees. The cost of that insurance is not included in the table.
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BENEFICIAL OWNERSHIP OF OUR COMMON STOCK

Principal Shareholders

The following table lists persons who we believe owned, beneficially or of record, 5% or more of our Class A Common or Class B Common on
the Record Date for the Annual Meeting.

Beneficial Ownership
Class A Common Class B Common

        Name and Address

        of Beneficial Owner                

Number
of Shares 

(2)

Percentage
of Class
(3)

Number
of Shares 

(2)

Percentage
of Class
(3)

Percentage of
Total Votes 

(3)
Carmen Holding Ames

    4300 Six Forks Road

    Raleigh, NC 27609 962,558(4) 11.14% 594,277(4) 36.24% 30.02% 

Carson H. Brice

    4300 Six Forks Road

    Raleigh, NC 27609 144,094(5) 1.67% 117,613(5) 7.17% 5.81% 

Claire H. Bristow

    1225 Lady Street

    Columbia, SC 29201 144,987(5) 1.68% 115,191(5) 7.02% 5.70% 
Hope H. Connell

    4300 Six Forks Road

    Raleigh, NC 27609 151,900(6) 1.76% 133,337(6) 8.13% 6.55% 
Frank B. and Ella Ann Holding

    409 East Market Street

    Smithfield, NC 27577 2,561,194(7) 29.63% 749,317(7) 45.70% 41.71% 
Frank B. Holding, Jr.

    4300 Six Forks Road

    Raleigh, NC 27609 166,208(5) 1.92% 160,172(5) 9.77% 7.82% 
Olivia B. Holding

    409 East Market Street

    Smithfield, NC 27577 154,404(8) 1.79% 125,986(8) 7.68% 6.22% 
The Fidelity Bank, as Trustee

    100 South Main Street

    Fuquay-Varina, NC 27526 935,072(9) 10.82% 593,228(9) 36.18% 29.89% 
Lewis R. Holding Trust 518,232(10) 6.00% 31,469(10) 1.92% 2.93% 
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    100 South Main Street

    Fuquay-Varina, NC 27526
Wellington Management Company, LLP

    280 Congress Street

    Boston, MA 02210 (1) 865,551 10.01% -0- � 2.48% 

(1) The company�s Schedule 13G filed with the SEC, as amended, indicates that all of the listed shares are owned by its clients and that, in its
capacity as an investment adviser, it may be deemed to have shared voting power with respect to 853,918 of the shares and shared
investment power with respect to all of the shares.

(2) Except as otherwise noted, and to the best of our knowledge, each named individual beneficial owner exercises sole voting and investment
power with respect to all listed shares. Certain of the named individuals may be considered to exercise shared voting and investment power
with respect to certain of the listed shares held jointly, by family members or other persons, or by corporations or other entities that they
may be deemed to control, as follows: Ms. Brice�5,200 shares of Class A Common and 1,250 shares of Class B Common;
Ms. Bristow�5,410 shares of Class A Common and 1,250 shares of Class B Common; Ms. Connell�29,423 shares of Class A Common and
24,323 shares of Class B Common; Mr. F. Holding�512,265 shares of Class A Common and 109,055 shares of Class B Common; Mr. F.
Holding, Jr.�5,400 shares of Class A Common and 26,225 shares of Class B Common; Ms. O. Holding�14,989 shares of Class A Common
and 4,736 shares of Class B Common. Ms. Ames has sole voting power over all listed shares and sole investment power over 27,486
shares of Class A Common and 1,049 shares of Class B Common, and she and The Fidelity Bank, in its capacity as Trustee as further
explained in footnotes below,
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share investment power over 416,840 shares of Class A Common and 561,759 shares of Class B Common. The Fidelity Bank, in its
capacity as Trustee of the Lewis R. Holding Trust, has sole investment power only over 518,232 shares of Class A Common and 31,469
shares of Class B Common held by that trust. Certain of the named individuals disclaim beneficial ownership of the following numbers of
listed shares that are held by or for family members or other persons: Ms. Brice�200 shares of Class A Common and 6,329 shares of Class
B Common; Ms. Bristow�41,419 shares of Class A Common and 30,754 shares of Class B Common; Ms. Connell�1,221 shares of Class A
Common and 8,354 shares of Class B Common; Mr. F. Holding�1,412,939 shares of Class A Common and 640,182 shares of Class B
Common; Mr. F. Holding, Jr.�16,214 shares of Class A Common and 10,477 shares of Class B Common.

(3) �Percentage of Class� reflects the listed shares as a percentage of the total number of outstanding shares of that class of stock. �Percentage of
Total Votes� reflects the aggregate votes represented by the listed shares of both classes as a percentage of the aggregate votes represented
by all outstanding shares of our voting securities.

(4) The shares of Class A Common listed for Ms. Ames include 935,072 shares that also are listed as beneficially owned by The Fidelity Bank
in its capacity as Trustee of four separate trusts of which Ms. Ames is beneficiary, and 518,232 of those shares also are listed as
beneficially owned by one of those four trusts, the Lewis R. Holding Trust. The shares of Class B Common listed for Ms. Ames include
593,228 shares that also are listed as beneficially owned by The Fidelity Bank in its capacity as Trustee of six separate trusts (including the
above four trusts) of which Ms. Ames is beneficiary, and 31,469 of the shares also are listed as beneficially owned by one of the six trusts,
the Lewis R. Holding Trust.

(5) All listed shares also are shown as beneficially owned by Mr. F. Holding.
(6) Includes an aggregate of 133,055 shares of Class A Common and 131,437 shares of Class B Common that also are shown as beneficially

owned by Mr. F. Holding.
(7) Includes an aggregate of 742,748 shares of Class A Common and 650,399 shares of Class B Common that also are shown as beneficially

owned by Mr. F. Holding�s adult children listed individually in the table.
(8) Includes an aggregate of 154,404 shares of Class A Common and 125,986 shares of Class B Common that are also shown as beneficially

owned by Mr. F. Holding.
(9) Includes shares held by six separate trusts of which The Fidelity Bank serves as Trustee as follows: 294,040 shares of Class A

Common and 498,482 shares of Class B Common held by Irrevocable Trust 1990 dated January 17, 2011; 110,400 shares of
Class A Common and 58,917 shares of Class B Common held by Irrevocable Trust 1979 dated January 17, 2011; 12,400 shares of
Class A Common and 3,520 shares of Class B Common held by Irrevocable Trust 1976 dated January 17, 2011; 518,232 shares of
Class A Common and 31,469 shares of Class B Common held by Lewis R. Holding Revocable Trust; 420 shares of Class B
Common held by Irrevocable Trust (LRH Dynasty) dated January 17, 2011; and 420 shares of Class B Common held by
Irrevocable Trust (CSH Dynasty) dated January 17, 2011. Ms. Ames is beneficiary of each of the trusts, and all shares held by the
trusts also are listed in the table as beneficially owned by her.

(10) All shares of Class A Common and Class B Common listed for the Lewis R. Holding Trust also are listed in the table as beneficially
owned by Ms. Ames, who is beneficiary of the trust, and The Fidelity Bank in its capacity as Trustee of the trust.
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Directors and Executive Officers

The following table describes the beneficial ownership of our Class A Common and Class B Common on the Record Date by our current
directors, nominees for election as directors, and certain of our executive officers, individually, and by all of our current directors and executive
officers as a group.

Beneficial Ownership
Class A Common Class B Common

        Name of

        Beneficial Owner                

Number
of Shares 

(1)

Percentage
of Class
(2)

Number
of Shares 

(1)

Percentage
of Class
(2)

Percentage of
Total Votes 

(2)
John M. Alexander, Jr. 727 0.01% 68 * 0.01% 
Carmen Holding Ames 962,558 11.14% 594,277 36.24% 30.02% 
Victor E. Bell III 17,840 0.21% 4,925 0.30% 0.28% 
Kenneth A. Black 1,888 0.02% -0- � 0.01% 
Hope Holding Connell 151,900(3) 1.76% 133,337(3) 8.13% 6.55% 
H. M. Craig III 400 * -0- � *
H. Lee Durham, Jr. 450 0.01% 100 0.01% 0.01% 
Daniel L. Heavner 435 0.01% -0- � *
Frank B. Holding 2,561,194(4) 29.63% 749,317(4) 45.70% 41.71% 
Frank B. Holding, Jr. 166,208(5) 1.92% 160,172(5) 9.77% 7.82% 
Lucius S. Jones 1,000 0.01% -0- � *
Robert E. Mason IV 350 * 200 0.01% 0.01% 
Robert T. Newcomb 750 0.01% -0- � *
James M. Parker 200 * -0- � *
Ralph K. Shelton 100 * -0- � *
Edward L. Willingham IV 40 * -0- � *
Carol B. Yochem 200 * -0- � *
All directors and executive

officers as a group (23 persons) 3,567,087(6) 41.27% 1,350,787(6) 82.37% 72.19% 

(1) Except as otherwise noted, and to the best of our knowledge, individuals named and included in the group exercise sole voting and
investment power with respect to all shares. Certain of the individuals named and included in the group may be considered to exercise
shared voting and investment power with respect to certain of the listed shares held jointly, by family members or other persons, or by
corporations or other entities that they may be deemed to control, as follows: Mr. Bell�16,229 shares of Class A Common and 4,925 shares
of Class B Common; Ms. Connell�29,423 shares of Class A Common and 24,323 shares of Class B Common; Mr. F. Holding�512,265
shares of Class A Common and 109,055 shares of Class B Common; Mr. F. Holding, Jr. � 5,400 shares of Class A Common and 26,225
shares of Class B Common; Common; and Mr. Willingham�10 shares of Class A Common. Ms. Ames has sole voting power over all listed
shares and sole investment power over 27,486 shares of Class A Common and 1,049 shares of Class B Common, and shared investment
power over 416,840 shares of Class A Common and 561,759 shares of Class B Common. In the aggregate, individuals included in the
group have sole voting power over 1,871,765 shares of Class A Common and 818,855 shares of Class B Common, shared voting power
over 563,317 shares of Class A Common and 164,528 shares of Class B Common, sole investment power over 936,693 shares of Class A
Common and 225,627 shares of Class B Common, and shared investment power over 980,167 shares of Class A Common and 726,287
shares of Class B Common. Certain of the individuals named and included in the group disclaim beneficial ownership of the following
numbers of listed shares that are held by or for family members or other persons: Mr. Bell�884 shares of Class A Common;
Ms. Connell�1,221 shares of Class A Common and 8,354 shares of Class B Common; Mr. F. Holding�1,412,939 shares of Class A Common
and 640,182 shares of Class B Common; Mr. F. Holding, Jr.�16,214 shares of Class A Common and 10,477 shares of Class B Common;
and all individuals included in the group � 1,431,258 shares of Class A Common and 659,013 shares of Class B Common. Shares listed for
certain of the named individuals have been pledged as security for loans as follows: Mr. F. Holding�808,611 shares of Class A Common;
Mr. F. Holding, Jr.�109,156 shares of Class A Common and 130,889 shares of Class B Common and Ms. Connell�47,477 shares of Class A
Common.

(2) �Percentage of class� reflects the listed shares as a percentage of the total number of outstanding shares of that class of stock. �Percentage of
total votes� reflects the aggregate votes represented by the listed shares of both classes as a percentage of the aggregate votes represented by
all shares of BancShares� voting securities. An asterisk indicates less than .01%.
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(3) Includes an aggregate of 133,055 shares of Class A Common and 131,437 shares of Class B Common that also are shown as beneficially
owned by Mr. F. Holding.

(4) Includes an aggregate of 166,208 shares of Class A Common and 160,172 shares of Class B Common that also are shown as beneficially
owned by Mr. F. Holding, Jr., and an aggregate of 133,055 shares of Class A Common and 131,437 shares of Class B Common that also
are shown as beneficially owned by Ms. Connell.

(5) All listed shares also are shown as beneficially owned by Mr. F. Holding.
(6) As described above, certain shares are included in the beneficial ownership of each of Ms. Connell, Mr. F. Holding, and Mr. F.

Holding, Jr., but they are included only once in the shares listed for the group.
Section 16(a) Beneficial Ownership Reporting Compliance

Our directors, executive officers and principal shareholders are required by federal law to file reports with the Securities and Exchange
Commission regarding the amounts of and changes in their beneficial ownership of our Class A Common and Class B Common. Based on our
review of copies of those reports, our proxy statements are required to disclose failures to report shares beneficially owned or changes in
beneficial ownership, and failures to timely file required reports, during previous years. It has come to our attention that, during 2011, due to
administrative errors, reports relating to the following transactions involving small numbers of shares were filed after their due dates: 1990
North State Trust � one report covering a single sale; Frank B. Holding � four reports covering four purchases. A report for each transaction was
filed by the reporting person promptly after becoming aware that the transaction had not been reported.

PROPOSAL 2: ADVISORY VOTE ON EXECUTIVE COMPENSATION

Our Board of Directors recommends that you vote �FOR� Proposal 2.

Under the Dodd-Frank Wall Street Reform and Consumer Protection Act (the �Act�) enacted during July 2010, and rules adopted by the Securities
and Exchange Commission under the Act, at least once every three years we are required to give our shareholders an opportunity to vote, on a
non-binding, advisory basis, to approve the compensation of our executive officers whose compensation we are required by the SEC�s rules to
disclose in our annual meeting proxy statements. In addition to requiring us to submit these �say-on-pay� proposals to our shareholders, the Act
and the SEC�s rules require that at least once every six years we give our shareholders an opportunity to vote, on a non-binding, advisory basis,
on a �say-on-frequency� proposal to indicate whether they would prefer that we conduct future say-on-pay votes every year, once every two years,
or once every three years. We conducted a say-on-frequency vote at our 2011 Annual Meeting and the majority of votes cast by shareholders
indicated that we should conduct a say-on-pay vote once every three years. However, after that meeting, and based on the recommendation of
our Compensation Committee, our Board of Directors concluded that it would conduct a say-on-pay vote on an annual basis until the next
required say-on-frequency vote by our shareholders or until the Board determines that a different frequency is appropriate. As a result, our Board
will submit a say-on-pay proposal for voting at the Annual Meeting. We currently intend to conduct say-on-pay votes annually, and for the next
such vote to be held at our 2013 Annual Meeting.

The following resolution will be voted on at the Annual Meeting:

�Resolved, that the shareholders of First Citizens BancShares, Inc. (�BancShares�) hereby approve, on a non-binding, advisory basis, the
compensation paid or provided to BancShares� named executive officers, as such compensation has been disclosed in BancShares� proxy
statement for the 2012 Annual Meeting of Shareholders pursuant to the compensation disclosure rules of the Securities and Exchange
Commission, including BancShares� Compensation Discussion and Analysis, compensation tables, and the narrative discussion contained in the
proxy statement.�

The vote on the resolution is not intended to address any specific element of executive compensation. Rather, the vote relates to the
compensation described in this proxy statement of our named executive officers listed in the Summary Compensation Table on page 27 in
general. Under the Act and the SEC�s rules, the vote will be advisory in nature, which means it will not be binding on our Board of Directors or
Compensation Committee, or overrule or affect any previous action or decision by the Board or Committee or any compensation previously paid
or awarded. Neither will it obligate the Board or Committee to any particular course of action in the future, nor create or imply any additional
duty on the part of the Board or Committee. However, our Board and Compensation Committee will take the results of voting on the resolution
into consideration and evaluate whether any actions are necessary to address any concerns of shareholders.
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As described under the heading �COMPENSATION DISCUSSIONAND ANALYSIS� beginning on page 17, our Board and Compensation Committee attempt to
both align our executive officers� compensation with our long-term business philosophy and achieve our objectives of:

· enabling FCB to attract and retain qualified executive officers;

· providing compensation to our executive officers that is competitive with comparable financial services companies;

· rewarding year-over-year performance and long-term loyalty; and

· balancing business risk with sound financial policy and shareholder value.
Consistent with that philosophy, our executive compensation program is primarily composed of the following elements:

· base salary;

(5) �  (7) 
Expenses paid
with stock,
restricted stock
and stock
options 541 1,135 1,306
Net equity in
net (income)
loss from
unconsolidated
entities (760) 6,967 8,037
Non-cash gain
from joint
venture partner �  �  (1,768) 
Non-cash gain
from indemnity
claim settlement �  (20,034) �  
Non-controlling
interest in
income from
subsidiaries 1,946 7,981 3,613
Changes in
operating assets
and liabilities:
Receivables, net (5,106) 3,152 (3,247) 
Prepaid
expenses and
other assets (1,368) (1,258) 289
Accounts
payable 1,639 6,412 (1,666) 
Accrued
payroll,
expenses and
other related
liabilities (34) 693 1,274
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Deposits 6,300 14,900 �  
Deferred
revenue and
other liabilities 2,867 (4,578) 6,412
Settlement
awards and
related accrued
liabilities (3,230) 3,983 �  
Accrued
indemnity
liabilities �  4,288 20,589

Net cash
provided by
(used in)
operating
activities (4,958) (7,973) 11,715

Cash Flows
from Investing
Activities
Investment in
securities (1,133) (3) (105) 
Acquistion of of
assets of
consolidated
entity (2,000) �  �  
Proceeds from
sale of property
and equipment 35 �  �  
Principal
payments
received on
notes receivable �  1,580 188
Capital
expenditures for
equipment,
patents and
development
projects (10,846) (33,788) (2,919) 
Cash paid for
equity
contributions to
unconsolidated
entity �  �  (283) 

Net cash used in
investing
activities (13,944) (32,211) (3,119) 

Cash Flows
from
Financing
Activities
Net borrowings
(repayments)
under line of
credit (11,497) 14,497 �  
Loan to
unconsolidated
entity (500) �  �  
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Non-controlling
interest equity
contributions �  250 2,090
Distributions to
non-controlling
interest (106) (36,202) (3,767) 
Exercise of
stock options 21 106 347
Sale of
temporary
equity in joint
venture �  60,000 �  
Issuance of
common stock �  35,075 1,000
Repayments of
notes payable (136) �  �  
Stock issuance
and registration
costs (22) (2,359) (26) 

Net cash
provided by
(used in)
financing
activities (12,240) 71,367 (356) 

Increase
(Decrease) in
Cash and Cash
Equivalents (31,142) 31,183 8,240
Cash and Cash
Equivalents,
beginning of
period 40,879 9,696 1,456

Cash and Cash
Equivalents,
end of period $ 9,737 $ 40,879 $ 9,696

Supplemental
Cash Flow
Disclosure
Stock and stock
options issued
for services $ 541 $ 1,135 $ 1,306

Cash paid for
interest $ 1,551 $ 1,311 $ 24

Notes payable
related to
acquisition of
intangible assets
of consolidated
entity $ 3,000 $ �  $ �  

See accompanying notes.
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Notes to Consolidated Financial Statements

1. Summary of Nature of Operations and Significant Accounting Policies
Nature of Operations � ADA-ES, Inc. (�ADA�), its direct and indirect wholly-owned subsidiaries, Advanced Emissions Solutions, Inc., a Delaware
corporation (�ADES�) and ADA Intellectual Property, LLC, a Colorado limited liability company (�ADA IP�) both of which had no operations in
2012, BCSI, LLC, a Delaware limited liability company (�BCSI�), ADA Environmental Solutions, LLC, a Colorado limited liability company
(�ADA LLC�) and ADA�s joint venture interest in Clean Coal Solutions, LLC (�Clean Coal�) are collectively referred to as the �Company�. The
Company is principally engaged in providing environmental technologies and specialty chemicals to the coal-burning electric power generation
industry. The Company generates a substantial part of its revenue from the sale of refined coal (�RC�), the sale of Activated Carbon Injection
(�ACI�) and Dry Sorbent Injection (�DSI�) systems, contracts co-funded by the government and industry and the development and lease or sale of
equipment for the RC market. The Company�s sales occur principally throughout the United States.

Principles of Consolidation � The consolidated financial statements include the accounts of ADA, ADES, ADA IP, BCSI, ADA LLC and Clean
Coal and its wholly owned subsidiaries. All significant intercompany balances and transactions have been eliminated in consolidation.

Cash and Cash Equivalents � The Company considers all highly liquid debt instruments with purchased maturities of three months or less to be
cash equivalents. The Company maintains the majority of its cash in certificates of deposit and money market accounts. The amount on deposit
at December 31, 2012 was held in three commercial banks and deposits were in excess of the insurance limits of the Federal Deposit Insurance
Corporation.

Receivables and Credit Policies � Trade receivables are uncollateralized customer obligations due under normal trade terms requiring payment
within 30-45 days from the invoice date. Management reviews trade receivables periodically and reduces the carrying amount by a valuation
allowance that reflects management�s best estimate of the amount that may not be collectible. The balance was as follows:

As of December 31,
2012 2011
(in thousands)

Receivables balance $ 9,217 $ 4,919
Unbilled revenues balance 1,808 995

Total $ 11,025 $ 5,914

Patents � Intangible assets include patents and are included in other assets in the consolidated balance sheets.

As of December 31,
    2012        2011    

(in thousands)
Cost of patents $ 562 $ 436
Less accumulated amortization (93) (82) 

Total $ 469 $ 354

Year ended December 31,
    2012        2011        2010    

(in thousands, except years)
Amortization expense of intangible assets for the year $ 12 $ 11 $ 10
Amortization life in years of patents 17 17 17
Anticipated annual amortization expense over the next five years $ 11
Weighted average amortization period in years 11
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Goodwill � The Company reviews the recoverability of goodwill at least annually as of December 31 and any time business conditions indicate a
potential change in recoverability. During 2012, 2011 and 2010, we did not recognize any goodwill impairment charges.

Investments � Investments in securities represent certificates of deposit which are recorded at fair value. All of these certificates of deposit are
pledged as security for letters of credit in the same amount as the investments.

Investment in Unconsolidated Entity � On January 20, 2010, the Company, together with NexGen Resources Corporation (�NexGen�), formed
Clean Coal Solutions Services, LLC (�CCSS�) for the purpose of operating the RC facilities leased or sold to third parties. The Company has a
50% ownership interest in CCSS (but does not control it) and accordingly has accounted for the investment under the equity method of
accounting. The Company evaluates this investment annually for other than temporary declines in value. At December 31, 2012 and 2011, no
such declines existed on this investment.

Property and Equipment � Property and equipment is stated at cost. Depreciation on assets is provided using the straight-line method based on
estimated useful lives ranging from three to ten years. Maintenance and repairs are charged to operations as incurred and maintenance and repair
of the leased RC facilities are the responsibility of CCSS under agreements with the lessee or owners of the facilities. When assets are retired, or
otherwise disposed of, the property accounts are relieved of costs and accumulated depreciation and any resulting gain or loss is credited or
charged to income.

Leasehold Improvements � Leasehold improvements are recorded at cost and included with property and equipment. Amortization expense is
computed using the straight-line method over the shorter of the estimated useful lives of the assets or the period of the related lease.

Warranty Costs � Under certain ACI and DSI systems contracts, the Company may grant performance guaranties for a specified period and the
achievement of certain system operating conditions. In the event the equipment fails to perform as specified, the Company is obligated to correct
or replace the equipment. Estimated warranty costs are recorded at the time of sale based on current experience factors.

Impairment of Long-Lived Assets (other than Goodwill) � The Company performs an evaluation of the recoverability of the carrying value of its
long-lived assets to determine if facts and circumstances indicate that the carrying value of assets or intangible assets may be impaired and if any
adjustment is warranted. There were no indicators of impairment for 2012, 2011 and 2010.

Fair Value of Financial Instruments � The carrying amounts of financial instruments, including cash, cash equivalents, accounts receivable, line
of credit, accounts payable, deposits and accrued expenses approximate fair value due to the short maturity of these instruments.

Revenue Recognition � The Company follows the percentage of completion method of accounting for all significant contracts which have a fixed
contract price excluding government contracts and coal and chemical sales. The percentage of completion method of reporting income takes into
account the percent of work completed and overall revenue for contracts in progress. The Company recognizes revenue on government contracts
based on the time and expenses incurred to date.

As of December 31,
        2012                2011        

(in thousands)
Costs in excess of billings included in accounts receivable, net $ 1,623 $ 452
Billings in excess of recognized income included in deferred revenue $ 3,730 $ 173

RC revenues are recognized when RC production and coal sales occur and when rental income has been earned. Chemical sales are recognized
when products are shipped to customers. Based upon historical trends no reserve has been established for any returns. RC is typically produced
by adding proprietary chemicals to coal at the customer�s site and title passes to the customer when the production process is complete. RC rental
income is generally comprised of two components; the fixed component is earned with the passage of time and the contingent component is
earned upon the production of RC. Chemicals are shipped FOB shipping point and title passes to the customer when the chemicals are shipped.
The Company�s sales agreements for chemicals do not contain a right of inspection or acceptance provision and products are generally received
by customers within one day of shipment. The Company has had no significant history of non-acceptance, or of replacing goods damaged or lost
in transit.

Consulting revenue is recognized as services are performed and collection is assured.

Cost of Revenues � Costs of revenues include all labor, fringe benefits, subcontract labor, chemical and coal costs, materials, equipment, supplies
and travel costs directly related to the Company�s production of revenue.
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General and Administrative � General and administrative costs include personnel related fringe benefits, sales and administrative staff labor costs,
legal expenses, facility costs and other general costs of conducting business.
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Penalties and Interest Costs � Under certain circumstances, the Company might have a penalty or interest charge that is classified as an expense
and is shown in our general and administrative costs. The cost is charged in the period the Company was notified of the charge.

Years Ended December 31,
    2012        2011        2010    

(in thousands)
Penalty and interest costs $ 9 $ 35 $ 1

Research and Development Costs � Research and development costs are charged to operations in the period incurred.

Income Taxes � The Company accounts for income taxes under the liability method whereby deferred tax assets and liabilities are determined
based on tax rates and laws enacted as of the date of the consolidated balance sheets. A valuation allowance is provided if and when deferred tax
assets are not expected to be realized. At each reporting date, management reviews deferred tax assets and liabilities and any related valuation
allowance and, if necessary, revises them to reflect changed circumstances. In a situation where recent losses have been incurred, the accounting
standards require convincing evidence that there will be sufficient future taxable income to realize deferred tax assets. Clean Coal is a
flow-through tax entity and therefore the owners are taxed or receive tax benefits based on their respective ownership interests.

The Company recognizes the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on
examination by the taxing authorities, based on the technical merits of the position.

Net Loss Per Share � Basic EPS is calculated by dividing the loss available to common stockholders by the weighted average number of common
shares outstanding for the period. Diluted EPS is calculated using the same numerator as basic EPS and further reflects the potential dilution that
could occur if outstanding stock options were exercised. No stock options were included in the calculations for 2012, 2011 or 2010 as their
inclusion would be anti-dilutive due to the Company�s net loss per share for those periods.

Stock-Based Compensation �The Company records equity compensation to employees at its estimated fair value.

Years Ended December 31,
2012 2011 2010

(in thousands)
Stock based compensation before tax $ 541 $ 1,135 $ 1,306
Stock based compensation after tax $ 340 $ 714 $ 833
Basic and diluted loss per share $ (0.04) $ (0.09) $ (0.11) 

Use of Estimates � The preparation of the Company�s consolidated financial statements in conformity with generally accepted accounting
principles requires the Company�s management to make estimates and assumptions that affect the amounts reported in these financial statements
and accompanying notes. Actual results could differ from those estimates.

The Company makes significant assumptions concerning:

� the impairment or lack thereof of and the remaining realizability of its long-lived assets including equity method investments,
goodwill and intangibles;

� estimates of certain overhead and other rates on research contracts with the U.S. Government, which are subject to future
audits;

� fair value of stock options;

� warranty costs;
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� estimated future royalty obligations associated with our settlement with Norit Americas, Inc. (�Norit�);

� the percentage of completion method of accounting for significant long-term fixed price contracts, which is based on
estimates of gross margins and of the costs to complete such contracts;

� the deferred tax assets expected to be realized in future periods; and

� the period over which we estimate we will earn up front license payments.
Segment Information � The Company follows established standards on the way that public companies report financial information about operating
segments in annual financial statements and required reporting of selected information about operating segments in interim financial statements
issued to the public. These standards provide for disclosures regarding products and services, geographic areas, and major customers. These
standards also define operating segments as components of a company about which discrete financial information is available that is evaluated
regularly by the chief operating decision makers in deciding how to allocate resources and in assessing performance.
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In applying these standards, the Company has defined its components as three reportable segments:

� Refined coal (�RC�),

� Emission control (�EC�), and

� CO2 Capture (�CC�).
Reclassification � Certain amounts in the 2011 and 2010 consolidated financial statements have been reclassified to conform to the 2012
presentation. Such reclassification had no effect on net income.

Newly Adopted Accounting Standard � In September 2011, the Financial Accounting Standards Board issued revised authoritative guidance for
annual and interim goodwill impairment tests performed for fiscal years beginning after December 15, 2011. The guidance allows an entity the
option to make a qualitative evaluation about the likelihood of goodwill impairment for a reporting unit. If, after assessing the totality of events
or circumstances, an entity determines it is not more likely than not that the fair value of a reporting unit is less than its carrying amount, then
performing the quantitative two-step impairment test is unnecessary. The adoption of this guidance did not have a material impact on the
Company�s consolidated financial statements.

2. Property and Equipment
Property and equipment consisted of the following at the dates indicated:

Life in
Years

As of December 31,
2012 2011

(in thousands)
Machinery and equipment 3-10 $ 7,522 $ 3,937
Leasehold improvements 2-5 1,106 624
Furniture and fixtures 3-7 781 281
RC assets 10 44,133 36,929

53,542 41,771
Less accumulated depreciation and amortization (8,931) (4,651) 

Total property and equipment, net $ 44,611 $ 37,120

Years Ended December 31,
2012 2011 2010

(in thousands)
Depreciation and amortization $ 5,277 $ 1,568 $ 917

3. Deferred Revenue and Deposits
Deferred revenue consists of:

� billings in excess of costs and earnings on uncompleted contracts;
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� deferred rent revenue related to Clean Coal�s lease of its RC facilities .
Clean Coal Deferred Rent Revenue � In June 2010, Clean Coal executed agreements to lease two RC facilities to GS RC Investments, LLC (�GS
RC�), a related entity of the Goldman Sachs Group, Inc. (�GS�). These agreements provided for, among other things, a �prepaid rent payment� of $9
million for both RC facilities that was received before June 30, 2010. In November and December 2011, Clean Coal entered into transactions to
exchange the existing RC facilities (See Notes 7 and 11). There was no change to the prepaid rent payment or amortization period as a result of
the exchanges. Clean Coal received an additional $1.5 million from another financial party in July 2012.
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Following is a table of current deferred revenue which is included in deferred revenue and other liabilities in the consolidated balances sheets
and long-term deferred revenue which is included in deferred revenue in the consolidated balance sheets related to these rent revenues:

As of December 31,
    2012        2011    

(in thousands)
Deferred revenue, short-term $ 625 $ 3,600
Deferred revenue, long-term $ 875 $ �  

The following table presents total rent revenues recognized and amortization with respect to the prepaid rents:

Years Ended December 31,
2012 2011 2010

(in thousands)
Rent revenue recognized $ 36,855 $ 20,110 $ 10,111
Amortization of prepaid rent included in amounts above $ 3,600 $ 3,600 $ 1,800

Clean Coal Deposits

During 2011, Clean Coal received deposits of $14.9 million from GSFS Investments I Corp. (�GSFS�), an affiliate of GS towards RC facilities
which may be leased upon attainment of certain milestones. An additional $6.3 million was received in 2012 and the total of $21.2 million is
included in deposits in the consolidated balance sheets as of December 31, 2012 (see Note 11).

In October 2012, GSFS determined that it would not pursue leases on two particular RC facilities on which it had paid deposits totaling $4.7
million and concurrently gave notice for the return of the related deposits. In December 2012, GSFS agreed to defer the return of these deposits
until April 30, 2013. In March 2013, Clean Coal returned the $4.7 million in deposits plus accrued interest to GSFS.

4. Government and Industry Funded Contracts
The Company has participated in several contracts awarded by the Department of Energy (the �DOE�). The Company typically invoices the DOE
and industry cost-share partners monthly for labor and expenditures plus estimated overhead factors, less any cost share amounts. The contracts
under which the Company has performed are subject to audit and future appropriation of funds by Congress. The Company has not experienced
adverse adjustments as a result of government audits, however, the government audits for years ended 2005 through 2012 have not yet been
finalized.

Years Ended December 31,
2012 2011 2010

(in thousands)
Revenue recognized related to CC segment $ 3,020 $ 3,096 $ 2,073
Unearned contract amount $ 12,686 $ 15,706 $ 18,800
Expected revenue in 2013 $ 9,671

5. Investments in Unconsolidated Entities
Clean Coal Solutions Services � As discussed in Note 1 above, the Company, together with NexGen, formed CCSS on January 20, 2010. The
Company�s investment in and advances to CCSS of $1.9 million and $590,000 as of December 31, 2012 and 2011, respectively, includes its
share of CCSS income since its formation and is accounted for under the equity method of accounting. The following schedule shows CCSS�
unaudited consolidated summarized information as to assets, liabilities and revenues and ADA�s share of net income attributed to CCSS (before
consolidation). CCSS� consolidated financial statements include the financial results of the entities that lease RC facilities and its revenues
include the sale of RC and its cost of sales includes raw coal purchases.
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As of December 31,
2012 2011

(in thousands)
Current assets $ 55,109 $ 22,609
Property, equipment, and other long-term assets 768 3,682

Total Assets $ 55,877 $ 26,291

Total Liabilities $ 31,904 $ 15,988

Years Ended December 31,
2012 2011 2010

(in thousands)
Net revenue $ 226,860 $ 153,684 $ 90,854
ADA�s share of net income attributed to CCSS $ 760 $ 189 $ 236

ADA Carbon Solutions, LLC (�Carbon Solutions�) � On October 1, 2008, ADA entered into a Joint Development Agreement (�JDA�), a Limited
Liability Company Agreement (�LLC Agreement�), and other related agreements with Energy Capital Partners I, LP and its affiliated funds (�ECP�)
and formed Carbon Solutions for the purposes of funding and constructing the activated carbon (�AC�) manufacturing facility in Red River Parish,
Louisiana and similar projects. In November 2011, ADA relinquished all of its interest in Carbon Solutions. The Company had been accounting
for the investment in Carbon Solutions under the equity method and recorded $7.2 million and $8 million as its share of Carbon Solution�s losses
for 2011 and 2010, respectively.

Under the terms of the JDA, ADA was required to indemnify ECP and Carbon Solutions for certain damages and expenses they had incurred
with respect to ADA�s litigation with Norit which was settled in August 2011. On November 28, 2011, an Indemnity Settlement Agreement was
entered into whereby ADA agreed to settle the indemnity obligations asserted against ADA and relinquish all of its interest in Carbon Solutions
(See Note 10).

During the fourth quarter of 2011, we recorded the transactions resulting from the Indemnity Settlement Agreement for the satisfaction of the
indemnity obligations and the relinquishment of ADA�s interest which resulted in other income of $20 million.

Pursuant to an Intellectual Property License Agreement (as amended in November 2011 pursuant to the Indemnity Settlement Agreement
discussed above), the Company has licensed to Carbon Solutions all intellectual property relating primarily to the manufacture of AC (that was
not transferred to Carbon Solutions under the JDA) or any application or use of AC competitive with the control of mercury emissions from
coal-fired power plants (the �Field�) on an exclusive, perpetual, royalty-free basis and has provided certain rights of first refusal to Carbon
Solutions with respect to intellectual property relating to the Field the Company may develop in the future.

6. Acquisition of Assets by BCSI
On August 31, 2012, pursuant to an Asset Purchase Agreement (�Purchase Agreement�) executed on July 26, 2012, BCSI acquired certain assets
of two related privately held companies (�Seller Companies�) that fabricated and supplied DSI systems and other material handling equipment and
provided testing and related DSI services for a purchase price of $2 million and other amounts payable over the next five years as described
below. This acquisition provided the Company with DSI market experience and expanded manufacturing capabilities for ACI systems.

In conjunction with the Purchase Agreement, the Seller Companies� sole stockholder (�Sellers� Stockholder�) and BCSI also executed a personal
goodwill purchase agreement and goodwill promissory note whereby BCSI agreed to pay the Sellers� Stockholder a total of $2.8 million (subject
to adjustment pursuant to the terms of the Purchase Agreement) as payment for the personal goodwill generated in connection with the Seller
Companies.

In addition, the Sellers� Stockholder and BCSI entered into a consulting and non-competition agreement and non-compete promissory note
whereby BCSI paid the Sellers� Stockholder $200,000 and is paying him a monthly consulting fee of approximately $21,000 per month for five
years beginning August 31, 2012 in exchange for professional services provided by the Sellers� Stockholder, subject to terms and conditions as
specified in the Purchase Agreement (see Note 10).

The transaction was accounted for using the purchase method of accounting and the operating results related to the acquired assets have been
consolidated into the Company�s results of operations beginning August 31, 2012.
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The purchase price was allocated to the identifiable assets acquired and liabilities assumed based on their estimated fair values on the acquisition
date. The following table summarizes the fair value of the Seller Companies� assets acquired and liabilities assumed as of August 31, 2012:

(in thousands)
Assets acquired:
Inventory $ 109
Property and equipment 2,001
Intangible assets 2,748
Other assets 200

Total assets acquired 5,058

Liabilities assumed:
Accrued liabilities 58

Total liabilities assumed 58

Net assets acquired $ 5,000

Purchase consideration:
Deposit paid $ 200
Cash paid at closing 1,800
Notes payable 3,000

Total purchase consideration $ 5,000

7. Joint Venture Investment in Clean Coal
In November 2006, the Company sold a 50% interest in its joint venture in Clean Coal, which was formed in 2006 with NexGen to market RC
technology. In May 2011, ADA and NexGen entered into a transaction in which Clean Coal sold an effective 15% interest of the equity in Clean
Coal to GSFS, an affiliate of GS which is included in temporary equity subject to possible redemption in the consolidated balance sheets (see
Note 8). GSFS has certain preferences over ADA and NexGen as to liquidation and profit distribution. GSFS has no further capital call
requirements and does not have a voting interest but does have approval rights over certain corporate transactions.

In September 2011, ADA, NexGen, and GSFS entered into a First Amendment to Second Amended and Restated Operating Agreement pursuant
to which ADA and NexGen each transferred their 2.5% member interests in each of Clean Coal�s subsidiaries back to Clean Coal. As a result of
these transactions, ADA�s interest in Clean Coal�s net profits and losses is now 42.5%. This restructuring of ownership interests did not change
the financial relationships of the parties and ADA still maintains a 50% governance interest in Clean Coal. In July 2012, ADA, NexGen and
GSFS entered into the Second Amendment to the Operating Agreement (the �Operating Agreement�) which, among other things, expanded Clean
Coal�s board of managers to allow for the appointment of an additional manager not directly representative of any of the members. Since its
inception, ADA has been considered the primary economic beneficiary of this joint venture and has consolidated the accounts of Clean Coal.

Clean Coal�s function is to supply technology, equipment and technical services to cyclone-fired and other boiler users, but Clean Coal�s primary
purpose is to put into operation facilities that produce RC that qualifies for tax credits available under Section 45 of the Internal Revenue Code
(�Section 45 tax credits�). Clean Coal qualified two facilities in 2009 for such purposes and, as discussed in Note 3, leased those facilities to GS
RC in 2010.

In December 2010, the Tax Relief and Job Creation Act of 2010 extended the placed in service deadline for the Section 45 tax credits to
January 1, 2012. In consideration of the extension, Clean Coal built and qualified an additional 26 RC facilities in 2011 which met the extended
placed in service date. In November and December 2011, the two leased RC facilities qualified in 2009 were exchanged with newly constructed,
redesigned RC facilities. The new leases carried over most of the substantive terms and conditions of the initial leases. In December 2012, the
parties amended the two leases to change the lease term to month-to-month and allow the lessee, upon five business days� written notice, to either
terminate the leases or convert the lease terms to yearly. In March 2013 the parties amended and restated the lease agreements to change the
structure and timing of the lease payments. The payments will be paid quarterly in advance and are subject to adjustments for inflation. Each
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lease has an initial non-cancellable term of two years and will automatically renew unless terminated at the option of the lessee thereof, for
successive one-year terms through November 9, 2021 and December 10, 2021, as applicable. The parties also amended and restated the two
Operating and Maintenance Agreements pursuant to which CCSS (subject to oversight by the lessee) operates and maintains the RC facilities to
provide for the payment of a fixed fee under the agreements instead of payments based on the production of RC as had previously been in place.

Clean Coal leased a third RC facility in the first quarter of 2012 to another entity related to GS. Clean Coal leased a fourth RC facility to a third
party investor during the third quarter of 2012. All agreements included terms and conditions substantially similar to those applicable to the first
two leased RC facilities. On February 28, 2013, Clean Coal sold an RC facility to a new third party investor, bringing the total number of RC
facilities currently leased or sold to five.
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The Operating Agreement requires NexGen and ADA to each pay 50% of the costs of operating Clean Coal and specifies certain duties that both
parties are obligated to perform. Pursuant to the Operating Agreement and Exclusive Right to Lease Agreement, GSFS is in the process of
exercising its exclusive right (but not the obligation) to lease additional facilities that will produce up to approximately 12 million tons of RC per
year on pre-established lease terms similar to those currently in effect for Clean Coal�s first two leased facilities.

Following is summarized information as to assets, liabilities and results of operations of Clean Coal:

As of December 31,
2012 2011
(in thousands)

Primary assets
Cash and cash equivalents $ 994 $ 8,804
Accounts receivable, net 3,275 3,177
Prepaid expenses and other assets 2,546 3,028
Property, plant and equipment including assets under lease and assets placed in service 40,096 36,751
Primary liabilities
Accounts payable and accrued liabilities $ 5,728 $ 10,526
Accounts payable to related parties 5,082 1,209
Line of credit 3,000 14,497
Deposits 21,200 14,900
Deferred revenue, current 625 3,600
Deferred revenue, long-term 875 �  

Years Ended December 31,
2012 2011 2010

(in thousands)
Net revenue $ 194,900 $ 40,253 $ 10,383
Net income $ 3,384 $ 13,658 $ 6,873
Amounts paid and payable to NexGen

During 2012, 2011 and 2010, Clean Coal paid NexGen $450,000, $2.6 million and $687,000, respectively, for management fees, rent and labor
costs related to capital improvements for assets under lease and placed in service. At December 31, 2012 and 2011, the amount payable to
NexGen was $1.3 million and $138,000, respectively, and is included in accounts payable to related parties in the consolidated balance sheets.

Amounts paid and payable to CCSS

During 2012, 2011 and 2010, Clean Coal paid CCSS $4.7 million, $3.4 million and $64,000, respectively, for development and operating
expenses. At December 31, 2012 and 2011, the amount payable to CCSS was $3.5 million and $1.2 million, respectively, and is included in
accounts payable to related parties in the consolidated balance sheets.

8. Temporary Equity Subject to Possible Redemption
As described in Note 7, in May 2011, ADA and NexGen entered into a transaction in which Clean Coal sold an effective 15% interest of the
equity in Clean Coal to GSFS. Approximately 15.8 units of non-voting Class B membership interests were issued to GSFS for $60 million in
cash. ADA and NexGen each received $30 million as a result of the sale. The terms of the Operating Agreement permit GSFS to require
redemption of the unreturned portion of its initial $60 million investment in Clean Coal plus a return of 15% in 2021 and under certain limited
circumstances. As a result, $60 million is classified as temporary equity subject to possible redemption in the consolidated balance sheets.

9. Stockholders� Deficit
On October 28, 2011, ADA closed on an underwritten public offering selling 2 million shares of common stock for $15.25 per share generating
$28.4 million in net proceeds to ADA. In November 2011, the underwriters exercised their over-allotment option to purchase an additional
300,000 shares, generating an additional $4.3 million in net proceeds to ADA.
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As described in Note 7, in May 2011, Clean Coal entered into a transaction in which it sold an effective 15% interest of its equity to GSFS.
Approximately 15.8 units of non-voting Class B membership interests were issued to GSFS for $60 million in cash. ADA and NexGen each
received $30 million as a result of the sale. In conjunction with the closing of the purchase agreement, ADA, NexGen and GSFS entered into a
Second Amended and Restated Operating Agreement and ADA and NexGen each exchanged 50 units of membership interests for
approximately 42.1 voting Class A units in Clean Coal (each of which represents a 50% voting interest). Since the transaction did not result in a
change in control of Clean Coal, the amount received from this transaction was recorded to common stock, net of the tax effect of approximately
$11 million.

For the years ended December 31, 2012 and 2011, the non-controlling interest portion of stockholders� deficit includes the non-controlling
interest related to Clean Coal.

Since 2003, ADA has had several stock and option plans, including the 2005 Directors� Compensation Plan (the �2005 Plan�), the Amended and
Restated 2007 Equity Incentive Plan (the �2007 Plan�), the Amended and Restated 2010 Non-Management Compensation and Incentive Plan, (the
�2010 Plan�) and the ADA-ES, Inc. Profit Sharing Retirement Plan, which is a plan qualified under Section 401(k) of the Internal Revenue Code
(the �401(k) Plan�) as described below. These plans allow ADA to issue stock or options for shares of common stock to employees, Board of
Directors and non-employees.

Following is a table summarizing the option activity for the two years ended December 31, 2012 and 2011:

Employee and
Director
Options

Weighted
Average

Exercise Price
Options outstanding, December 31, 2010 213,920 $ 10.18
Options granted �  �  
Options expired (15,000) 15.20
Options exercised (15,978) 8.18

Options outstanding, December 31, 2011 182,942 $ 9.95
Options granted 5,000 19.54
Options expired �  �  
Options exercised (1,966) 10.73

Options outstanding, December 31, 2012 185,976 $ 10.20

Following is a table of aggregate intrinsic value of options exercised and exercisable for the two years ended December 31, 2012 and 2011:

Intrinsic
Value

Average
Market
Price

Exercised, December 31, 2012 $ 23,100 $ 22.47
Exercised, December 31, 2011 $ 140,155 $ 15.38

Intrinsic Market
Value Price

Exercisable, December 31, 2012 $ 1,242,900 $ 16.88
Exercisable, December 31, 2011 $ 2,322,000 $ 22.64

Stock options outstanding and exercisable at December 31, 2012 are summarized in the table below:

Range of Exercise Prices

Number of
Options

Outstanding and
Exercisable

Weighted
Average
Exercise
Price

Weighted
Average
Remaining
Contractual

Lives
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$8.60 - $10.20 142,583 $ 8.66 2.9
$13.80 - $15.20 38,393 $ 14.70 2.5
$19.54 5,000 $ 19.54 4.8

185,976 $ 10.20 2.9

During 2005, the Company adopted the 2005 Plan, which authorized the issuance of shares of common stock and the grant of options to
purchase shares of common stock to non-management directors. Under the 2005 Plan, the award of stock is limited to not more than 1,000
shares per individual per year, and the grant of options is limited to 5,000 per individual in total.
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The aggregate number of shares of common stock reserved for issuance under the 2005 Plan totals 90,000 shares (50,000 in the form of stock
awards and 40,000 in the form of options). In October 2012, we issued 5,000 options to a new Board member under the 2005 Plan.

The 2007 Plan, which was adopted by ADA in 2007, was amended and restated as of August 31, 2010 to make non-material changes to assure
Internal Revenue Code Section 409A compliance and to increase the non-management director annual grant limit to 15,000 shares of common
stock from 10,000 shares. On July 19, 2012, the stockholders of ADA approved an amendment to the 2007 Plan to increase the number of shares
presently issuable to 1.3 million and increase the number of shares authorized for issuance to 1.8 million. In addition, the stockholders also
approved an increase in the number of shares with respect to which awards may be granted in any fiscal year from 30,000 to 50,000 and the
annual grant limit for the non-management director annual grant was increased to 30,000 shares. The 2007 Plan authorizes the issuance to
employees, directors and non-employees shares of common stock, either as restricted stock grants or to underlie options to purchase shares of
ADA�s common stock.

In 2009, ADA revised its 401(k) Plan. The revision permits ADA to issue shares of its common stock to employees to satisfy its obligation to
match employee contributions under the terms of the plan in lieu of matching contributions in cash. ADA reserved 300,000 shares of its common
stock for this purpose. The value of common stock issued as matching contributions under the plan is determined based on the per share market
value of ADA�s common stock on the authorization date.

The 2010 Plan, which was adopted by ADA in 2010, was amended and restated as of July 19, 2012 to make non-material changes to assure
Internal Revenue Code Section 409A compliance. The Plan permits grants of awards, which may be shares, rights to purchase restricted stock or
bonuses of restricted stock or other rights or benefits under the Plan.
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Following is a table summarizing the common stock activity under various stock issuance plans for the two years ended December 31, 2012 and
2011:

Stock Issuance Plans

2007 Plan 401(k) Plan 2010 Plan
Other

Stock Plans
Shares available, December 31, 2010 93,943 183,794 300,000 12,065
Evergreen addition 44,593 �  �  �  
Restricted stock issued to new and anniversary employees (22,849) �  �  �  
Stock issued based on incentive and matching programs to
employees (35,825) (27,769) �  �  
Stock issued to executives, directors and non-employees (50,280) �  �  (7,000) 
Forfeited shares 1,372 �  �  �  

Shares available, December 31, 2011 30,954 156,025 300,000 5,065
Additional shares authorized for issuance 300,000
Evergreen addition 209,628 �  �  �  
Restricted stock issued to new and anniversary employees (8,464) �  (1,898) �  
Stock issued based on incentive and matching programs to
employees �  (19,443) �  �  
Stock issued to executives, directors and non-employees (864) �  �  �  
Forfeited shares 510 �  �  �  

Shares available, December 31, 2012 531,764 136,582 298,102 5,065

Expense recognized under the different plans for the three years ended:

(in thousands)
December 31, 2012 $ 125 $ 413 $ �  $ 3
December 31, 2011 $ 747 $ 349 $ �  $ 39
December 31, 2010 $ 983 $ 282 $ �  $ 41

Unrecognized expense under the different plans for the three years ended:

(in thousands)
December 31, 2012 $ 646 $ �  $ �  $ �  
December 31, 2011 $ 512 $ �  $ �  $ �  
December 31, 2010 $ 341 $ �  $ �  $ �  

A summary of the status of the non-vested shares for the two years ended December 31, 2012 and 2011 is presented below:

Shares

Weighted
Average
Grant Date
Fair Value

Non-vested at December 31, 2010 92,936 $ 5.46
Granted 22,849 14.95
Vested (6,422) 10.38
Forfeited (1,372) 7.48

Non-vested at December 31, 2011 107,991 $ 6.98
Granted 10,362 23.47
Vested (10,280) (22.31) 
Forfeited (510) (11.51) 
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Non-vested at December 31, 2012 107,563 $ 8.26

10. Commitments and Contingencies
Line of Credit � Clean Coal has a revolving line of credit with a bank for $15 million that is secured by the equity interests and proceeds related to
such equity interests of each subsidiary owned by Clean Coal. The line of credit expires on March 31, 2013 with payment due in four equal
quarterly installments of principal of $3.75 million (plus all accrued interest at such time) beginning June 30, 2012. Borrowings under the line of
credit bear interest at the higher of the �Prime Rate� (as defined in the related credit agreement) plus one percent (1%) or 5% per annum. At
December 31, 2012, the balance on the line of credit had been fully repaid and no additional borrowings are available under this agreement.
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In May 2012, an amendment was made to the line of credit agreement to increase the amount available by $3 million under an increased
commitment note issued in conjunction with the line of credit. This amount is secured by a cash collateral account of $3 million held by the bank
issuing the line of credit with funds received equally from ADA and NexGen. Interest is payable monthly at 3% over the rate paid by the bank
on the cash collateral account (3.35% at December 31, 2012). The agreement was amended in December 2012 to extend the term of the
agreement until June 1, 2013.

In January 2013, the line of credit agreement was amended to provide an additional $2 million with any borrowings under the amended
agreement due on December 31, 2013. Borrowings under the additional line bear interest at the higher of the �Prime Rate� (as defined in the
related credit agreement) plus one percent (1%) or 5% per annum. The increased commitment is secured by the equity interests and proceeds
related to such equity interests of each subsidiary owned by Clean Coal.

At December 31, 2012, the outstanding balance on the increased commitment note was $3 million and the effective interest rate was 3.35% per
annum. The $3 million balance was repaid in March 2013. Borrowings under the line of credit and increased commitment notes are subject to
certain financial covenants applicable to Clean Coal.

Notes Payable - As discussed in Note 6, in August 2012 ADA executed two promissory notes in conjunction with the acquisition of BCSI which
consist of the following:

As of December 31,
2012 2011
(in thousands)

Goodwill promissory note, payable in twenty quarterly installments of approximately $154,000, including interest at
4% per year, due on September 30, 2017. The note is secured by a letter of credit in the amount of $308,000, which
expires August 31, 2017. $ 2,673 $ �  
Non-compete promissory note, payable in twenty quarterly installments of approximately $11,000, including interest at
4% per year, due on September 30, 2017. The note is secured by a letter of credit in the amount of $20,000, which expires
August 31, 2017. 191 �  

Total 2,864 �  
Less current portion (559) �  

Long-term portion $ 2,305 $ �  

The notes payable mature as follows:

Years Ending December 31,
2013 $ 559
2014 581
2015 605
2016 630
2017 489

$ 2,864
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Retirement Plan � The Company assumed the 401(k) plan covering all eligible employees as of January 1, 2003 which was revised in 2009, and
makes matching contributions to the plan in the form of cash and its common stock. Such contributions are as follows:

Years Ended December 31,
2012 2011 2010

(in thousands)
Matching contributions in stock $ 413 $ 349 $ 282
Matching contributions in cash �  �  �  

Total $ 413 $ 349 $ 282

Performance Guarantee on AC Injection Systems � Under certain contracts to supply ACI systems, the Company may guarantee the performance
of the associated equipment for a specified period to the owner of the power plant. The Company may also guarantee the achievement of a
certain level of mercury removal based upon the injection of a specified quantity of a qualified AC at a specified rate given other plant operating
conditions. In the event the equipment fails to perform as specified, the Company may have an obligation to correct or replace the equipment. In
the event the level of mercury removal is not achieved, the Company may have a �make right� obligation within the contract limits. The Company
assesses the risks inherent in each applicable contract and accrues an amount that is based on estimated costs that may be incurred over the
performance period of the contract. Such costs are included in the Company�s accrued warranty and other liabilities in the consolidated balance
sheets. Any warranty costs paid out in the future will be charged against the accrual. The adequacy of warranty accrual balance is assessed at
least quarterly based on the then current facts and circumstances and adjustments are made as needed. The changes in the carrying amount of the
Company�s performance guaranties are as follows:

As of December 31,
2012 2011

(in thousands)
Beginning balance $ 547 $ 612
Performance guaranties accrued 151 88
Expenses paid (30) (153) 

Ending balance $ 668 $ 547

In some cases, a letter of credit is obtained and held to cover the period of the warranty that can be used to satisfy the obligation.

Purchase Obligations � As of December 31, 2012, the Company expects to pay purchase obligations totaling approximately $6.2 million
primarily for the purchase of components and services related to our Emission Control Segment.

Operating Lease Obligations � ADA leases office and two warehouse facilities under non-cancellable operating lease agreements. Our facilities
leases generally provide for periodic rent increases and renewal options. Clean Coal entered into a sub-lease agreement for office space in 2012
with an entity related to NexGen that expires in February 2021.

ADA�s lease covering approximately 30,000 square feet of office space in Highlands Ranch, Colorado expires in February 2019 with the option
to renew for two additional five-year periods. The lease includes abatement of base rent and operating expenses for the first six months and
abatement of base rent for an additional thirteen months. The lease also included a one-time tenant improvement allowance in an amount up to
approximately $480,000.

ADA leases approximately 150,000 square feet of warehouse space in Highlands Ranch, Colorado which expires in October 2017 with the
option to renew for two additional three-year periods.

ADA also leases approximately 15,000 square feet of warehouse space in Highlands Ranch, Colorado which expires in February 2019 and
includes the option to renew for two additional five-year periods. The lease also included a one-time tenant improvement allowance of
approximately $150,000.
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Annual minimum commitments under the leases are as follows:

Years Ending December 31,

Operating
Lease

Commitments
(in thousands)

2013 $ 477
2014 768
2015 789
2016 810
2017 795
Thereafter 931

Total $ 4,570

Rental expense incurred for the years ended December 31, is as follows:

Years Ended December 31,
2012 2011 2010

(in thousands)
Rent expense $ 1,032 $ 395 $ 339

Clean Coal � The Company also has certain obligations in connection with the activities of Clean Coal. The Company, NexGen and two entities
affiliated with NexGen have provided GS RC with joint and several guaranties (the �CCS Party Guaranties�) guaranteeing all payments and
performance due under the related transaction agreements. The Company also entered into a contribution agreement with NexGen under which
any party called upon to pay on a CCS Party Guaranty is entitled to receive contribution from the other party equal to 50% of the amount paid.

The parent of the lessee in the first two RC facilities lease transactions has provided Clean Coal with a guaranty as to the payment only of all the
initial term fixed rent payments and the renewal term fixed rent payments under the related leases, which, although terminable at any time,
cannot be terminated without the substitution of such guaranty with another guaranty on similar terms from a creditworthy guarantor.

Arbitration Award Liabilities � As previously reported in various filings, ADA had been engaged in litigation with Norit Americas, Inc. and Norit
International N.V. f/k/a Norit N.V (�Norit�). The Norit lawsuit initially filed in Texas was moved to arbitration, and on April 8, 2011, the
arbitration panel issued an interim award holding ADA liable for approximately $37.9 million for a non-solicitation breach of contract claim and
held ADA and certain other defendants liable for royalties of 10.5% for the first three years beginning in mid-2010 and 7% for the following five
years based on adjusted sales of AC from the Red River plant. The Company recorded $2.3 million and $1.5 million in royalty expense for the
years ended December 31, 2012 and 2011, respectively, related to this award.

On August 29, 2011, ADA and Norit entered into a settlement agreement whereby the Company paid a lump-sum payment to Norit totaling $33
million on August 30, 2011. In addition, the Company agreed to pay an additional $7.5 million over a three-year period commencing on June 1,
2012, payable in three installments without interest of $2.5 million. Under the terms of the settlement agreement, ADA is also required to pay
the royalty noted above and a lesser royalty on certain treated activated carbons. Payments of amounts due under the royalty award for each
quarter are payable three months after such quarter ends. On October 18, 2011, the arbitration panel endorsed and confirmed the terms of the
settlement agreement.

The Company has accrued a current liability of $3.3 million which is included in settlement awards and related accrued liabilities and a
long-term liability of $2.5 million which is included in settlement awards and indemnity liability in the consolidated balance sheets related to
this agreement.

Indemnity Liability Settlement � As previously reported in various filings, in November 2011, ADA entered into an Indemnity Settlement
Agreement whereby ADA agreed to settle certain indemnity obligations asserted against ADA related to the Norit litigation. Under the terms of
the Indemnity Settlement Agreement, ADA paid Carbon Solutions a $2 million payment on November 28, 2011 and agreed to make 16
additional monthly payments of $100,000 with the first one paid on November 28, 2011, and the remaining 15 payments commencing on
December 1, 2011, relinquished all of its equity interest in Carbon Solutions to Carbon Solutions and amended the Intellectual Property License
Agreement dated October 1, 2008 between ADA and Carbon Solutions.
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The Company has accrued a current liability of $200,000 which is included in settlement awards and related accrued liabilities in the
consolidated balance sheets related to this agreement.
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11. Clean Coal Leasing Activities
Clean Coal leased two RC Facilities in June 2010 to GS RC. The leases had initial terms that ran through December 31, 2012 and automatically
renewed for annual terms through the end of 2019. Clean Coal received $9 million at the inception of the leases, which was recorded as deferred
revenue and was amortized into revenue under the straight-line method over the initial term of the leases through December 31, 2012. As
discussed in Note 7 above, in November and December 2011, the two leased RC facilities were exchanged with newly constructed, redesigned
RC facilities which resulted in termination of the original leases and issuance of new lease agreements. The new leases carried over many of the
substantive terms and conditions of the initial leases, had initial terms that ran through December 31, 2012 and automatically renewed for annual
terms through 2021, subject to a number of termination clauses.

In December 2012, the terms of these equipment leases were amended. The amendments provided that, as of December 31, 2012, the leases
renew on a month-to-month basis and that, upon written notice, the leases could either be terminated or converted to yearly leases.

In March 2013 the parties amended and restated the lease agreements to change the lease payments from a combination of fixed and contingent
rent payments to fixed payments payable quarterly in advance and subject to adjustment only for inflation for the remaining period of the leases.
As amended and restated, the leases have initial terms of two years and will automatically renew for up to seven additional one year terms unless
sooner terminated by the parties, which may be done by GS RC effective as of the end of any term by providing three months� prior written
notice. The parties also amended and restated the two Operating and Maintenance Agreements to provide for the payment of a fixed fee under
the agreements instead of variable payments based on the production of RC.

Clean Coal leased a third RC facility in the first quarter of 2012 to another entity related to GS. The lease has a preliminary lease term that
renews every fifteen days and will continue to renew until the initial lease term (as defined in the lease agreement) commences once certain
conditions are satisfied. Clean Coal received $6.3 million in prepaid rents at the inception of the lease that will be amortized into revenue once
the initial lease term commences which is included in deposits in the consolidated balance sheets. The initial lease term runs through January 31,
2014, subject to certain termination clauses. The lessee has until November 30, 2013 to provide notice to renew or terminate the lease.

A fourth RC facility was leased to a third party investor in August 2012. Clean Coal received $1.5 million as prepaid rent under the lease
agreement which is included in deferred revenue in the consolidated balance sheet and is being amortized under the straight-line method through
August 2013. The lease contains an initial three year term, with additional automatic renewal terms for six successive one year terms ending in
2021, subject to certain termination clauses.

In addition, subsequent to year end, in February 2013 Clean Coal finalized a contract for the sale of a fifth RC facility with a new third party
investor. The structure of the sale agreement was similar to that of the initial leases and provides the buyer with the right to require Clean Coal to
repurchase the facility for a nominal fee in certain situations. The terms of the sale included an upfront contribution of $25 million, with $20
million paid immediately, the remaining $5 million to be paid when certain events are completed and a combination of fixed and variable
payments going forward.

During the years ended December 31, 2012, 2011 and 2010, $3.6 million, $3.6 million and $1.8 million, respectively, of deferred revenue was
recognized. Contingent rental income received during 2012, 2011 and 2010 totaled $14.9 million, $8.6 million and $6 million, respectively.
Future minimum lease payments shown below do not include contingent rentals, which are based on the production of RC.

The following is a schedule, by year, of total fixed lease payments to be received, if all term extension options are exercised, through
December 31, 2021.

Years Ending December 31,
Lease Payments

Expected
(in thousands)

2013 $ 40,442
2014 43,346
2015 44,339
2016 45,202
2017 46,710
Thereafter 186,650

Total minimum lease payments $ 406,689
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12. Major Customers
Sales to unaffiliated customers who represent 10% or more of the Company�s sales were as follows:

As of December 31,
Customer 2012 2011
A 16% 38%

The Company�s receivables were as follows:

Receivables as of:

Number of
Customers That

Make up

Percentage
of Balance

Percentage
of

Balance
December 31, 2012 3 67% 
December 31, 2011 2 63% 

13. Income Taxes
Income taxes are accounted for under the asset and liability approach. Under this method, deferred tax assets and liabilities are recognized for
the expected future tax consequences of differences between the carrying amounts of assets and liabilities and their respective tax bases using
the enacted tax rates in effect for the year in which the differences are expected to reverse. A valuation allowance is provided if and when, in the
opinion of management, it is more likely than not that some portion or all of the deferred tax assets will not be realized. The effect on deferred
tax assets and liabilities of a change in tax rates is recognized in income in the period when the change is enacted. At each reporting date,
management reviews existing income tax assessments and, if necessary, revises them to reflect changed circumstances. In a situation where
recent losses have been incurred, the accounting standards require convincing evidence that there will be sufficient future taxable income to
realize deferred tax assets.

The Company has provided a full valuation allowance against the deferred tax assets of $39.5 million and $18.6 million as of December 31,
2012 and 2011 respectively, to reflect the estimated amount of deferred tax assets that may not be realized. The ultimate realization of deferred
tax assets is dependent upon generation of future taxable income during the periods in which those temporary differences become deductible.
Management considers both positive and negative evidence and tax planning strategies in making this assessment. See Note 16 for additional
discussion.

The tax benefit included in the consolidated statement of operations for fiscal year ended December 31, 2011 was recorded as a result of the sale
of the equity interest in Clean Coal to GSFS in May 2011. Since the transaction did not result in a change in control of Clean Coal, the $10.4
million tax effect of the amount received from this transaction was recorded to stockholders� deficit.

The Company�s income tax benefit (expense) from continuing operations consists of the following:

Years Ended December 31,
2012 2011 2010

(in thousands)
Current $ �  $ �  $ �  
Deferred �  10,400 (7,093) 

Income tax benefit (expense) $ �  $ 10,400 $ (7,093) 
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The following lists the Company�s deferred tax assets and liabilities:

As of December 31,
2012 2011

(in thousands)
Deferred tax assets
Deferred warranty, settlements and other $ 2,136 $ 3,439
Allowance for doubtful accounts 2 4
Property and equipment �  48
Deferred revenues, compensation and other 1,542 1,174
Net operating loss carryforward 22,300 13,944
Tax credits 18,695 2,210

Total tax assets 44,675 20,819

Deferred tax liabilities
Prepaid expenses 190 129
Intangible assets and other 67 21
Property and equipment 696 �  
Net equity in net income/loss of joint venture and unconsolidated entities 4,199 2,044

Total tax liabilities 5,152 2,194

Deferred tax assets, net of liabilities 39,523 18,625
Valuation allowance (39,523) (18,625) 

Net deferred tax assets $ �  $ �  

A reconciliation of expected federal income taxes on income from operations at statutory rates with the benefit (expense) for income taxes
follows:

Years Ended December 31,
2012 2011 2010

(percent)
Expected income tax rate 34 34 34
Valuation allowance (191) (12) (77) 
Non-controlling interest 6 11 6
Permanent differences (3) <1 <1
Tax credits 150 6 1
State income taxes 2 2 2
Other 2 �  (1) 

Actual effective income tax rate �  41 (35) 

We believe that our income tax filing positions reflected in the various tax returns are more-likely-than not to be sustained on audit and thus
there are no anticipated adjustments that would result in a material change to our consolidated financial position, results of operations and cash
flows. Therefore, no reserves for uncertain income tax positions have been recorded.

The primary jurisdictions in which the Company files income tax returns are the U.S. federal government and State of Colorado. The Company
is no longer subject to U.S. federal examinations by tax authorities for years before 2009 and Colorado state examinations for years before 2008.

The Company has a federal net operating loss carryforward of $54.8 million that will expire in the years ranging from 2029 to 2032 and a state
net operating loss carryforward of $45.2 million that will expire in years ranging from 2016 to 2032. The Company has federal tax credit
carryforwards of $18.7 million that will expire in the years ranging from 2025 to 2032.
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14. Related Party Transactions
In June 2010, the Company entered into a Development and License Agreement and executed a Securities Subscription and Investment
Agreement with Arch Coal, Inc. (�Arch�) in which the Company licensed, on an exclusive non-transferable basis, the use of certain of its
technology to enhance coal by a proprietary treatment process and received a non-refundable license fee of $2 million in cash which was
recognized as revenue in 2011 and 2010. As part of the agreement, Arch is required to purchase from the Company the chemicals required to
enhance the coal.
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Years Ended December 31,
2012 2011 2010

(in thousands)
Revenues recognized from activities with Arch $ �  $ 1,402 $ 784

Robert E. Shanklin is the Vice President of Coal Technology of Arch and is a member of the Company�s Board of Directors (the �Board�). The
appointment of Mr. Shanklin to the Board was made pursuant to a 2003 Subscription and Investment Agreement with Arch whereby the
Company�s management agreed to make available one seat on our Board for an Arch designee and to vote all shares and proxies they are entitled
to vote in favor of such designee for so long as Arch continues to hold at least 100,000 shares of our common stock. In addition, as required by
our related-party transaction policy, the above noted agreements were approved by the Company�s audit committee before being recommended to
the Board for approval and were then approved by the disinterested members of the Board.

15. Business Segment Information
The following information relates to the Company�s three reportable segments: RC, EC and CC. All assets are located in the U.S. and are not
evaluated by management on a segment basis. All significant customers are U.S. companies and the U.S. Government.

Years Ended December 31,
2012 2011 2010

(in thousands)
Revenue
RC
Rental income $ 36,855 $ 20,110 $ 10,111
Coal sales 157,898 19,952 �   
Other revenues 147 191 272

194,900 40,253 10,383

EC
Systems and equipment 9,578 4,141 5,546
Consulting and development 4,227 4,900 3,625
Chemicals 798 926 654

14,603 9,967 9,825

CC 3,020 3,096 2,073

Total $ 212,523 $ 53,316 $ 22,281

Segment profit
RC $ 14,214 $ 17,984 $ 7,842
EC 277 1,350 2,114
CC 210 241 895

Total $ 14,701 $ 19,575 $ 10,851
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A reconciliation of the reported total segment profit to net income for the periods shown above is as follows:

Years Ended December 31,
2012 2011 2010

(in thousands)
Total segment profit $ 14,701 $ 19,575 $ 10,851
Non-allocated general and administrative expenses (17,852) (14,980) (30,884) 
Depreciation and amortization (5,277) (1,568) (917) 
Interest and other income 305 2,218 2,510
Interest expense (1,461) (1,584) (16) 
Settlement of litigation and arbitration award, net (2,301) (21,932) 6,072
Net equity in net income (loss) of unconsolidated entities 760 (6,967) (8,037) 
Deferred income tax benefit (expense) �  10,400 (7,093) 
Net (income) loss attributable non-controlling interest (1,946) (7,981) (3,613) 

Net loss attributable to ADA-ES, Inc. $ (13,071) $ (22,819) $ (31,127) 

Non-allocated general and administrative expenses include costs that benefit the business as a whole and are not directly related to one of our
segments. Such costs include but are not limited to accounting and human resources staff, information systems costs, legal fees, facility costs,
audit fees and corporate governance expenses.

16. Restatements
Subsequent to filing the Company�s Annual Reports on Form 10-K for the fiscal years ended December 31, 2011 and 2010, the Company
determined that a full valuation allowance on its net deferred tax assets should have been maintained as of December 31, 2011 and 2010.
Management determined that it was necessary to maintain the valuation allowance against its deferred tax assets after considering information
that should have been used to measure the positive and negative evidence regarding the ultimate realization of the net deferred tax assets in the
original assessment.

Realization of the net deferred tax assets is dependent upon the Company�s ability to generate future taxable income. In its reassessment,
management concluded that objective and verifiable negative evidence represented by historic losses outweighed more subjective positive
evidence of anticipated future income. As a result, the Company determined it necessary to maintain a full valuation allowance against its net
deferred tax assets as of December 31, 2011 and 2010.

In addition, after completion of a review and evaluation of the operating agreement of Clean Coal and the members� rights and obligation
thereunder and accounting authoritative literature, management determined that GSFS� interest in Clean Coal would be more appropriately
classified as temporary equity because of a provision in the agreement that permits GSFS to require redemption of the unreturned portion of its
initial investment plus a return of 15% under certain limited circumstances.

As a result, the Company restated its financial statements and filed amended Annual Reports on Form 10-K for the fiscal years ended
December 31, 2011 and 2010 on October 19, 2012. Additional information related to the restatements is included in Note 16 and Note 15 of the
consolidated financial statements included in the Annual Reports on Form 10-K/A for the fiscal years ended December 31, 2011 and 2010,
respectively.
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