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GLOSSARY OF ACRONYMS AND TERMS

The following listing provides a reference to common acronyms and terms used throughout this
report:

ACL............. Allowance for Credit Losses COVID-19........ COVID-19 Pandemic
ALM ............ Asset Liability Management CPR............. Constant Prepayment Rate
American Rescue CPRA............ California Privacy Rights Act
PlanAct ....... American Rescue Plan Act of 2021 CRA ..o Community Reinvestment Act
AML .o Anti-Money Laundering CRE Price Index .. Commercial Real Estate Price Index
AMLA ...oevtnnn Anti-Money Laundering Act of 2020 DFPI ............ California Department of Financial
ARM ............ Adjustable-Rate Mortgage Protection and Innovation
ASC............. Accounting Standards Codification DIF.............. FDIC's Deposit Insurance Fund
ASU............. Accounting Standards Update Dodd-Frank Act .. Dodd-Frank Wall Street Reform and
AUA ............ Assets Under Custody or Consumer Protection Act
Administration DTA............. Deferred Tax Asset
AUM ............ Assets Under Management DTL............. Deferred Tax Liability
Basel Committee . Basel Committee on Banking Economic Aid Act . Economic Aid to Hard-Hit Small
Supervision Businesses, Nonprofits, and Venues
BHCA ..voovn... Bank Holding Company Act of 1956 Act
Board ........... Board of Directors EFC............. Economic Forecast Committee
DD v, Basis Point EGRRCPA........ Economic Growth, Regulgtory Relief,
and Consumer Protection Act
BSA............. Bank Secrecy Act .
EPS ............. Earnings Per Common Share
CAA............. Consolidated Appropriations Act, 2021
ESPP............ Employee Stock Purchase Plan
CAGR ........... Compounded Annual Growth Rate . .
Fannie Mae ...... Federal National Mortgage
CARES Act....... Coronavirus Aid, Relief and Economic Association
Security Act . . .
FASB............ Financial Accounting Standards Board
CCPA ........... California Consumer Privacy ) ) .
Protection Act of 2018 FCA............. Financial Conduct Authority
CD .o Certificate of Deposit FCRA ........... Fair Credit Reporting Act
CECL............ Current Expected Credit Losses FDIA ...oovnennns Federal DePOS't Insurance
Corporation Improvement Act of
CECL Capital Rule . Regulatory Capital Rule: Revised 1991
Transition of the Current Expected EDIC Federal D it
Credit Losses Methodology for ~ FRIC -wveernenne. edera eposrc nsurance
Allowances Corporation
CETl oo, Common Equity Tier 1 Federal COFI ..... Federal Cost of Funds Index
CFPB ........... Consumer Financial Protection Federal Reserve .. Federal Reserve System
Bureau FFIEC ........... Federal Financial Institutions
CIBCA........... Change in Bank Control Act Examination Council
CIDl............. Covered Insured Depository FHLB............ Federal Home Loan Bank
Institution FINRA........... Financial Industry Regulatory
CLTV..eevnnnnn.. Combined LTV Authority
CMT ............ Constant Maturity Treasury FinTech ......... Financial Technology
COFl oo, 11th District Monthly Weighted Flexibility Act .... Wg[)kzl?g Families Flexibility Act of
Average Cost of Funds Index
Commissioner ... Commissioner of the DFPI FOMC........... Federal Open Market Committee of
the Federal Reserve System
COSO........... Committee of Sponsoring

Freddie Mac...... Federal Home Loan Mortgage

Organizations of the Treadway Corporation
rporati

Commission



FRIM ............ First Republic Investment
Management, Inc.

FRLC ............ First Republic Lending Corporation

FRSC............ First Republic Securities Company,
LLC

FRTC Delaware ... First Republic Trust Company of
Delaware LLC

FRTC Wyoming ... First Republic Trust Company of

Wyoming LLC

GAAP............ Accounting Principles Generally
Accepted in the United States of
America

GLBA ........... Gramm-Leach-Bliley Act

HELOC .......... Home Equity Line of Credit

HPlI ...ttt Case-Schiller Home Price Index

HQLA ........... High-Quality Liquid Assets

IBA ...l ICE Benchmark Administration

ICE ............. Intercontinental Exchange

IRC ........o.tt Internal Revenue Code of 1986, as
amended

LCR.......ovvnt Liguidity Coverage Ratio

LCRRule ........ Liquidity Coverage Ratio Rule

LGD............. Loss Given Default

LIBOR........... London Interbank Offered Rate

LTV ..ot Loan-to-Value Ratio

MBS ............ Mortgage-Backed Securities

MSA ............ Mortgage Servicing Asset

MSR ............ Mortgage Servicing Right

NAV ............ Net Asset Value

NSFR ........... Net Stable Funding Ratio

OCC ............ Office of the Comptroller of the
Currency

PD.............. Probability of Default

PPP............. SBA's Paycheck Protection Program

PPP Extension Act PPP Extension Act of 2021

PPPLF........... PPP Liquidity Facility

PSU............. Performance Share Unit

RESPA .......... Real Estate Settlement Procedures

Act

Trust Company ...

Restricted Stock Award

Restricted Stock Unit
Risk-Weighted Asset

U.S. Small Business Administration

U.S. Securities and Exchange
Commission

Noncumulative Perpetual Series D
Preferred Stock

Noncumulative Perpetual Series F
Preferred Stock

Noncumulative Perpetual Series G
Preferred Stock

Noncumulative Perpetual Series H
Preferred Stock

Noncumulative Perpetual Series |
Preferred Stock

Noncumulative Perpetual Series J
Preferred Stock

Noncumulative Perpetual Series K
Preferred Stock

Noncumulative Perpetual Series L
Preferred Stock

Noncumulative Perpetual Series M
Preferred Stock

Noncumulative Perpetual Series N
Preferred Stock

Simplifications to the Capital Rule
Pursuant to the Economic Growth
and Regulatory Paperwork
Reduction Act of 1996

Secured Overnight Financing Rate
Troubled Debt Restructuring
Truth-in-Lending Act

First Republic Trust Company, a
division of the Bank, First Republic
Trust Company of Delaware LLC,
and First Republic Trust Company of
Wyoming LLC

U.S. Dollar
Variable Interest Entity



EXPLANATORY NOTE
As used throughout this document, the terms “First Republic,” the “Bank,” “we,” “our” and “us”
mean, except as the context indicates otherwise, First Republic Bank, a California-chartered
commercial bank, including all its subsidiaries.

Some amounts presented within this Annual Report may not recalculate due to rounding.

PART |

Information Regarding Forward-Looking Statements

This Annual Report contains forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995. Statements in this Annual Report that are not historical
facts are hereby identified as “forward-looking statements” for the purpose of the safe harbor
provided by Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
Any statements about our expectations, beliefs, plans, predictions, forecasts, objectives,
assumptions or future events or performance are not historical facts and may be forward-looking.
These statements are often, but not always, made through the use of words or phrases such as
“anticipates,” “believes,” “can,” “could,” “may,” “predicts,” “potential,” “should,” “will," “estimates,”
“plans,” “projects,” “continuing,” “ongoing,” “expects,” “intends” and similar words or phrases.
Accordingly, these statements are only predictions and involve estimates, known and unknown
risks, assumptions and uncertainties. Our actual results could differ materially from those
expressed or anticipated in such forward-looking statements as a result of risks and uncertainties
more fully described under “Item 1A. Risk Factors.”

"o ”ou " ou nou " ou

”ou "o

Forward-looking statements involving such risks and uncertainties include, but are not limited
to, statements regarding:

*  Projections of loans, assets, deposits, liabilities, revenues, expenses, tax liabilities, net
income, capital expenditures, liquidity, dividends, capital structure, investments or other
financial items;

+  Expectationsregarding the banking and wealth management industries;

+  Descriptions of plans or objectives of management for future operations, products or
services;

*  Forecasts of future economic conditions generally and in our market areas in particular,
which may affect the ability of borrowers to repay their loans and the value of real property
or other property held as collateral for such loans;

«  QOuropportunities for growth and our plans for expansion (including opening new offices);
+  Expectations about the performance of any new offices;

*  Projections about the amount and the value of intangible assets, as well as amortization of
recorded amounts;

»  Future provisions for credit losses on loans and debt securities, as well as for unfunded
loan commitments;

+ Changesin nonperforming assets;
+  Expectationsregarding the impact and duration of COVID-19;
. Expectations regarding our executive transitions;

. Projections about future levels of loan originations or loan repayments;
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Projections regarding costs, including the impact on our efficiency ratio; and

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

Factors that could cause actual results to differ from those discussed in the forward-looking
statements include, but are not limited to:

Significant competition to attract and retain banking and wealth management customers,
from both traditional and non-traditional financial services and technology companies;

Our ability to recruit and retain key managers, employees and board members including in
connection with the search for our next chief executive officer;

Natural or other disasters, including earthquakes, wildfires, pandemics or acts of terrorism
affecting the markets in which we operate;

The adverse effects of climate change on our business, clients and counterparties;

The negative impacts and disruptions resulting from COVID-19 on our colleagues and
clients, the communities we serve and the domestic and global economy, which may have
an adverse effect on our business, financial position and results of operations;

Interest rate risk and credit risk;
Our ability to maintain and follow high underwriting standards;

Economic and market conditions, including those affecting the valuation of our investment
securities portfolio and credit losses on our loans and debt securities;

Real estate prices generally and in our markets;
Our geographic and product concentrations;
Demand for our products and services;

Developments and uncertainty related to the future use and availability of some reference
rates, such as LIBOR and COFl, as well as other alternative reference rates;

The regulatory environment in which we operate, our regulatory compliance and future
regulatory requirements;

Any future changes to regulatory capital requirements;

Legislative and regulatory actions affecting us and the financial services industry, such as
the Dodd-Frank Act, including increased compliance costs, limitations on activities and
requirements to hold additional capital, as well as changes to the Dodd-Frank Act pursuant
to the EGRRCPA;

Our ability to avoid litigation and its associated costs and liabilities;
Future FDIC special assessments or changes to regular assessments;
Fraud, cybersecurity and privacy risks; and

Custom technology preferences of our customers and our ability to successfully execute
on initiatives relating to enhancements of our technology infrastructure, including client-
facing systems and applications.

All forward-looking statements are necessarily only estimates of future results, and there can
be no assurance that actual results will not differ materially from expectations, and, therefore, you
are cautioned not to place undue reliance on such statements. Any forward-looking statements are
qualified in their entirety by reference to the factors discussed throughout this Annual Report and
our other public filings under the Exchange Act. Further, any forward-looking statement speaks only
as of the date on which it is made, and we undertake no obligation to update any forward-looking
statement to reflect events or circumstances after the date on which the statement is made or to
reflect the occurrence of unanticipated events.



Item 1. Business.
General

Founded in 1985, we are a California-chartered commercial bank and trust company
headquartered in San Francisco with deposits insured by the FDIC. We offer private banking, private
business banking and private wealth management, including investment, trust and brokerage
services. We specialize in delivering exceptional, relationship-based service and offer a complete
line of products, including residential, commercial and personal loans, deposit services, and wealth
management. Services are offered through preferred banking or wealth management offices
primarily in San Francisco, Palo Alto, Los Angeles, Santa Barbara, Newport Beach and San Diego,
California; Portland, Oregon; Boston, Massachusetts; Palm Beach, Florida; Greenwich, Connecticut;
New York, New York; and Jackson, Wyoming. We provide our services through 94 offices, of which
82 are licensed deposit-taking offices and 12 offices offer exclusively lending, wealth management
or trust services. We have been continuously headquartered in San Francisco since our inception.
As of December 31, 2021, we had total assets of $181.1 billion, total deposits of $156.3 billion, total
equity of $15.9 billion and wealth management assets under management or administration of
$279.4 billion.

We originate real estate-secured loans and other loans for retention in our loan portfolio. We
also originate mortgage loans for sale to institutional investors or for securitization and sale in the
secondary market.

We have an established record of meeting the credit needs of the communities where we
operate and historically have met our obligations under the CRA. In particular, we lend to support
community development projects, affordable housing programs and non-profit organizations that
help economically disadvantaged individuals and to residents of low- and moderate- income census
tracts, in each case consistent with prudent underwriting practices. We also make investments that
benefit small businesses or low- and moderate- income communities in our footprint, including
investing in low-income housing tax credit funds, small business investment companies, community
development financial institutions and other similar organizations. We also donate to nonprofit
organizations that offer a wide range of programs, including racial equality and educational and
health programs to economically disadvantaged students and families.

We also offer a broad array of internally managed investment services and, through an open
architecture model, access to investments managed by unaffiliated investment advisers. Our
wealth management services include a variety of investment strategies and products, online
investment management services, trust and custody services, full service and online brokerage,
financial and estate planning, access to alternative investments (private equity, venture capital,
hedge and real estate funds), socially responsible investing, insurance and foreign exchange. We
offer our wealth management services through FRIM, a federally registered investment adviser with
the SEC. We offer brokerage services through FRSC, a broker-dealer registered with the SEC. We
offer insurance solutions through FRSC and previously, also through FRIM. We provide trust
services through the Trust Company. FRIM, FRSC, FRTC Delaware and FRTC Wyoming are wholly-
owned subsidiaries of the Bank.

We do not engage in proprietary trading or investment banking activities nor do we originate or
trade in derivatives for our own account, and we do not have any current plans to engage in any of
these activities.

We currently operate our business through two business segments: Commercial Banking and
Wealth Management. For segment information, see the information in “Iltem 7. Management's
Discussion and Analysis of Financial Condition and Results of Operations—Business Segments”
and Note 25 in “Iltem 8. Financial Statements and Supplementary Data.”
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Our Business Strategy

Our core business principles and service-based culture have successfully guided our efforts
over the past 36 years. We believe focusing on these principles will enable us to expand our
capabilities for providing value-added services to our urban, coastal client base and generate
steady, long-term growth.

Deliver Superior Client Service. We believe that stable long-term growth and profitability are
the result of building strong client relationships one at a time while maintaining superior credit
discipline. The most effective way to achieve this is through the continued delivery of superior,
carefully coordinated client service without compromising the credit quality of our assets. Our
employees strive to understand our clients’ needs and identify appropriate financial solutions
through our comprehensive suite of products and services. Our client-focused culture has allowed
us to broaden and deepen these relationships over time. In turn, these clients do more business
with us, along with the substantial portion of our new clients coming to us from “word-of-mouth”
referrals from satisfied existing clients. We believe that delivering superior client service
differentiates us from our competition.

Originate High Quality Loans. \We focus on originating high-quality loans for existing and new
clients. Our lending activities provide an opportunity for our bankers to also introduce other services
to these clients, which develop into comprehensive relationships as a result of the delivery of
superior client service. This enables us to expand our business in a disciplined manner while
maintaining superior credit quality. Refer to “Lending Activities” below for further discussion.

Grow Deposits. An important aspect of our franchise is the ability to gather deposits, which
provides us with a stable, low-cost source of funding. We focus on growing core deposits by
expanding relationships with existing clients and acquiring new deposit clients, both business and
consumer. Growth in our deposit base reflects our value-added strategy of introducing deposits to
loan clients, wealth management clients, businesses and non-profit organizations. Refer to
“Deposits” below for further discussion.

Grow Our Wealth Management Business. \We offer integrated investment management,
brokerage, trust, custody, financial planning, insurance and foreign exchange services, which are an
extension of our banking franchise. We expand our wealth management business through our
relationship-based approach. We increase our AUM or AUA by increasing services offered to Bank
clients, acquiring new clients and hiring additional professionals, who bring their clients with them.
We believe that our brand name, superior client service and service culture will enable us to
continue to expand this business. Refer to “Wealth Management” below for further discussion.

Attract, Retain and Develop Diverse Talented Professionals. Attracting and retaining diverse
talented professionals is critical to driving the development of our business and delivering superior
financial performance. We have experienced low turnover across our workforce and intend to
continue hiring and developing professionals who are key to our business objectives, brand, and
culture. We believe our distinct business model, culture, scalable platform, and incentive
compensation structure enable us to attract and retain diverse talent. We remain committed to
empowering our colleagues to reach their full potential so they can take care of our clients and
communities and in turn grow our business.

Lending Activities
Products

We offer a broad range of lending products to meet the needs of our clients. Our loan portfolio
primarily consists of loans secured by single family residences, multifamily buildings and
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commercial real estate properties. Our strategy includes lending to borrowers who are
professionals, business executives or entrepreneurs who are buying or refinancing homes in
metropolitan communities, refinancing existing household debt, or investing in their firms, which
creates the opportunity for us to offer related products and services.

We emphasize the origination of single family mortgage loans and originate other real estate
secured loans on a selective basis, including multifamily mortgages, commercial real estate
mortgages and construction loans. We also originate business loans, including capital call lines of
credit, tax-exempt, and other business loans, and from April 2020 to June 2021, PPP loans, until the
program ceased new loan originations. In addition, we originate stock secured loans, other secured
loans and unsecured loans.

Single Family. Our single family loans are secured by single family detached homes,
condominiums, cooperative apartments and two-to-four unit properties. Many of our borrowers
have high liquidity and substantial net worth. Our single family loans include loans that have an
initial interest-only period. Subsequent to the initial interest-only period, these loans fully and evenly
amortize until maturity. Additionally, we offer specific loan programs for first-time homebuyers and
also to borrowers with low to moderate incomes. Our Eagle Community loan program offers special
fixed rates to borrowers in historically underserved communities. As of December 31, 2021, single
family real estate secured loans, including loans held for sale, represented $76.8 billion, or 57% of
our total loan portfolio and had a weighted average LTV at origination of 58%. Due to our large
average loan commitment size ($1 million based on outstanding loans at December 31, 2021), the
number of single family loans originated by us is relatively small (approximately 24,000 for 2021),
allowing our relationship managers and the executive loan approval team of 37 Executive Loan
Committee members to carefully review loans as part of our credit approval process and provide
high quality service to each client. Repeat clients or their direct referrals are the most important
source of our loan originations.

Home Equity Lines of Credit. We offer HELOCs consisting of loans secured by first or second
deeds of trust on primarily owner-occupied primary residences. The majority of these lines arein a
secured position behind a first mortgage originated by us or in a first-lien position. As of
December 31, 2021, HELOCs were $2.6 billion, or 2% of our total loan portfolio. As of December 31,
2021, the average HELOC commitment size was $552,000, and the weighted average CLTV
including the first residential mortgage, if any, at origination was 50%.

Single Family Construction. Our single family construction loan portfolio includes loans to
individual clients for the construction and ownership of single family homes. These loans are
typically disbursed as construction progresses and can be converted into a permanent mortgage
loan once the property is occupied. As of December 31, 2021, single family construction loans were
$993 million, or 1% of our total loan portfolio. As of December 31, 2021, the average single family
construction loan commitment size was $4 million, and the weighted average LTV at origination
was 56%.

Multifamily. Loans secured by multifamily properties are predominantly for established
buildings in the urban neighborhoods of our markets. The buildings securing our multifamily loans
are, generally, seasoned operating properties with proven occupancy, rental rates and expense
levels. The neighborhoods tend to be densely populated; the properties are close to employment
opportunities; and rent levels are appropriate for the target occupants. Generally, the borrowers are
property owners who are experienced at managing these properties. We typically have recourse
directly against the borrower on these loans due to receiving a personal guaranty from the
borrower. As of December 31, 2021, multifamily loans were $16.0 billion, or 12% of our total loan
portfolio. As of December 31, 2021, the average multifamily mortgage loan commitment size was
$3 million, and the weighted average LTV at origination was 51%.
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Commercial Real Estate. We originate commercial real estate loans, primarily to existing
clients. We typically have recourse directly against the borrower on these loans and receive a
personal guaranty from the borrower. We are primarily an urban lender. The real estate securing our
existing commercial real estate loans includes a wide variety of property types, such as mixed-use
residential/commercial, retail properties, office buildings, office/warehouses, hotels, motels and
healthcare facilities. At the time of loan closing, the properties are generally completed and
occupied. As of December 31, 2021, commercial real estate loans were $8.5 billion, or 6% of our loan
portfolio. As of December 31, 2021, the average commercial real estate loan commitment size was
$3 million, and the weighted average LTV at origination was 46%.

Multifamily/Commercial Construction. Our multifamily/commercial construction loan portfolio
includes loans for the construction and ownership of other types of properties other than owner-
occupied single family loans. These loans are typically disbursed as construction progresses and
can be converted into a permanent mortgage loan once the property is occupied. As of
December 31, 2021, multifamily/commercial construction loans were $1.9 billion, or 1% of our loan
portfolio. As of December 31, 2021, the average multifamily/commercial construction loan
commitment size was $8 million, and the weighted average LTV at origination was 54%.

Business. Business loans include capital call lines of credit, tax-exempt, other business and PPP
loans. Business loans provide funding for investment opportunities, bridge capital calls from
investors, and meet the working capital cash flow requirements and various other financing needs
of our business and non-profit clients. The business loan portfolio is comprised primarily of capital
call lines to private equity and venture capital funds, and loans to independent schools and other
non-profit organizations, which include social service organizations, the performing arts, museums,
historical societies and community foundations. In addition, we provide operating lines of credit and
term loans to other business clients to meet their working capital needs. In 2020 and 2021, the Bank
was a lender under the PPP, which are loans to small businesses impacted by COVID-19 for payroll
costs and certain operating expenses. PPP loans are 100% guaranteed by the SBA and additionally
may be purchased and forgiven by the SBA if the borrower uses the proceeds for eligible expenses
in accordance with program requirements for forgiveness. As of December 31, 2021, business loans
and lines of credit were $19.2 billion, or 14% of total loans outstanding. Of this total, $13.4 billion was
in the form of lines of credit. The utilization rate for these lines of credit was 41.6% at December 31,
2021.

Other Loans. Other loans primarily consist of stock secured loans, which are loans secured by
eligible marketable securities, as well as other secured loans from the professional loan program,
which offer individuals an ability to borrow for capital and partnership requirements. As of
December 31, 2021, stock secured and other secured loans totaled $5.9 billion, or 5% of our loan
portfolio. In addition, other loans include household debt refinance loans, which consist of term
loans and personal lines of credit, which are unsecured loans made to refinance existing household
debt and access additional financing at fixed interest rates. As of December 31, 2021, unsecured
loans totaled $3.1 billion, or 2% of our loan portfolio.

Underwriting

We have developed disciplined underwriting standards that have remained consistent
through varying business cycles. We seek to diversify our loans among market areas, loan types
and industries. Our underwriting standards include a matrix of approval requirements that vary
depending on the size and type of loan and our aggregate exposure to the borrower. The
underwriting process is intended to assess the prospective borrower's credit standing, the
ability to repay and the value and adequacy of any collateral. To assess the borrower'’s ability to
repay, we analyze the borrower’s cash flow, liquidity, credit standing, employment history and
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overall financial condition. We evaluate our borrowers who choose adjustable-rate loans at a
rate that exceeds the initial start rate. This allows us to make a determination as to whether the
borrower is able to make higher loan payments in the event that interest rates increase
subsequent to origination. We do not originate loans with “teaser” rates. We do not originate
single family loans with the characteristics typically described as “subprime” or “high cost,”
such as loans made to borrowers with little or no cash reserves and poor or limited credit using
limited income documentation. Over the past two years, the home loans originated by us had a
weighted average credit score of 770. In addition, many of our borrowers have high liquidity and
substantial net worth. We underwrite home loans using full documentation.

The median attributes of clients who have obtained home loans from us over the last two years
are as follows:

Median
L8N SIZE o v ot e $820,000
R 59%
L QUIAIY o vt e $646,000
Credit SO e .ot 778

Qur loan origination policies and consistent underwriting standards have resulted in a low
historical loan loss experience. Since our inception in 1985, we have originated $204.6 billion of
single family residential loans (including HELOCs and single family construction loans) and have
experienced cumulative net loan losses of only $43 million, or 2 bps, in 36 years (including
losses on loans sold).

Our loan charge-off experience on all loan types for the last fifteen years (as reported in our
financial statements) is presented in the following table. Net loan losses include charge-offs against
the ACL and beginning in 2009, any charge-offs recorded as a reduction in unaccreted discounts
established in purchase accounting.

Net Charge-Offs

(Recoveries)

($ in millions) Ratio® Amount

Year ended December 31:
202 0.00% $ 2
2020 . 0.00% $ 2
2000 0.01% $ 5
2018 0.00% $ 3
2007 0.00% $ 1
2000 L 0.00% $ 2
200D 0.01% $ 2
20 0.01% $ 2
20 0.05% $ 14
20T 0.01% $ 2
20T 0.03% $ 5
2000 o 0.09% $ 16
20000 048% S 84
2008 . 0.08% $ 12
2007 0.01% $ 1

M Represents net charge-offs (recoveries) to average loans during each year.

Our charge-off ratio was less than 0.5% of average loans at its highest in 2009, and net charge-
offs have averaged 2 bps of average loans outstanding, per year, over the past fifteen years.
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Credit Risk Management

Credit risk management involves a partnership between our relationship managers, business
bankers and our credit approval and credit administration personnel. We conduct weekly loan
meetings, attended by nearly all of our senior management, relationship managers, business
bankers, related loan production staff and credit administration staff, at which credit risk
management is frequently discussed. Since 1986, our compensation program for bankers has
included meaningful credit clawback provisions on all loan originations to encourage our personnel
to avoid and monitor for credit delinquency issues, which we believe leads the relationship
managers and business bankers to focus on high-quality credit consistent with our strategic focus
on asset quality.

We perform regular monitoring and annual reviews of our loan portfolio to identify and evaluate
any deterioration in primary and/or secondary sources of repayment, including evaluations of the
borrower’s financial condition and value of the collateral. Updates to risk grades are made, as
needed, upon completion of reviews. Relationship managers and business bankers are encouraged
to bring potential credit issues to the attention of credit administration personnel in a timely
manner.

For loans that are criticized or classified, the Bank's Special Assets Committee reviews loan
grades, reserves and accrual status on a quarterly or more frequent basis. This review includes an
evaluation of the market conditions, the property's trends, the borrower and guarantor status, the
level of reserves required and loan accrual status. Additionally, we have an independent, third-party
review performed on our loan grades and our credit administration functions each year. The results
of the third-party review are presented to the Audit Committee of the Board. These asset review
procedures provide management with additional information for assessing and affirming our asset
quality. In addition, for business and personal loans that are not secured by real estate, we perform
frequent evaluations and regular monitoring.

Mortgage Banking Activities
Secondary Market Loan Sales

We have historically and regularly accessed the capital markets to sell into the secondary
markets residential and, to a lesser extent, multifamily and commercial real estate loans that we
originate. We sell loans on a non-recourse basis to provide funds for additional lending and to
manage our asset/liability position. We retain all the loan servicing in order to maintain the primary
contact with our clients and to generate recurring fee income. Secondary marketing has allowed us
to make loans to clients during periods when deposit flows decline and when clients prefer loans
with characteristics that we choose not to retain in our loan portfolio.

We transact loan sales through whole loan sales on a flow basis and bulk loan sales. Whole loan
sales generally focus on intermediate-term hybrid ARM loans and longer-term fixed-rate loans and
are typically made to specific investors according to predetermined underwriting standards. We
have historically sold whole loans to Fannie Mae, Freddie Mac and various institutional purchasers
such as investment banks, real estate investment trusts, mortgage conduits and other financial
institutions. In addition, we sold single family loans through a securitization in 2020.

Bulk sales provide an opportunity for us to take advantage of market opportunities for different
products and are done either on an auction basis or negotiated with a single investor.

In 2021, we sold $80 million of loans, compared to $1.2 billion in 2020 and $289 million in 2019.
We use loan sales in the ordinary course of business to help provide a full range of lending options
for our clients, while also managing asset growth and interest rate risk.
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Loan Servicing

We have historically retained the servicing on substantially all loans sold to institutional
investors, thereby generating ongoing servicing revenues and maintaining client relationships. Loan
servicing activities include collecting and remitting loan payments, accounting for principal and
interest, responding to client inquiries, holding escrow (impound) funds for payment of taxes and
insurance, making inspections as required of the mortgaged property, collecting amounts due from
delinquent mortgagors, supervising foreclosures in the event of unremedied defaults and generally
administering the loans for the investors to whom they have been sold. We believe that the quality
of our loan servicing capability is a factor that permits us to sell our loans in the secondary market.

Our mortgage loan servicing portfolio was $4.7 billion as of December 31, 2021. 43% of total
loans serviced as of December 31, 2021 had outstanding balances greater than $822,375, which is
the maximum conforming loan amount for a single family loan. Of the total loans serviced as of
December 31, 2021, 48% were fixed-rate loans with a weighted average contractual rate of 3.49%,
24% were hybrid ARMs with a weighted average contractual rate of 3.26%, and 28% were
adjustable-rate loans with a weighted average contractual rate of 2.43%. The weighted average
contractual rate of the total loans serviced was 3.14% as of December 31, 2021. The weighted
average servicing fee collected was 0.25% for 2021. Our servicing portfolio is reduced by normal
amortization and prepayment or liquidation of outstanding loans. Many of the existing servicing
programs provide for principal and interest payments to be remitted by us, as servicer, to the
investor, whether or not received from the borrower. Upon ultimate collection, including the sale of
foreclosed property, we are entitled to recover any such advances plus late charges before paying
the investor. We believe our collection and foreclosure procedures comply with all applicable laws
and regulations. We currently have a relatively low number of loans in the process of foreclosure
and have not needed to suspend any of our foreclosure activities.

Deposits

As of December 31, 2021, we held $156.3 billion of total deposits, and deposit funding
comprised 95% of total liabilities. Total deposits have grown at a CAGR of 22% over the past five
years, as a result of growth in existing client relationships, client referrals, our general marketing
initiatives, growth in services offered to Bank clients and the service skills of our employees. Based
on the most recent publicly available regulatory filings, as of December 31, 2021, we were the 14th
largest bank in the nation measured by total deposits.

As of December 31, 2021, our deposit base consisted of 72% in checking deposits, 23% in
money market checking, savings and passbook deposits, and 5% in CDs. Our deposit base is also
well-diversified geographically and by client type. As of December 31, 2021, 43% of our total
deposits came from Northern California, 22% from New York, 14% from Southern California, 10%
from Boston, 7% from wealth management sweep programs and 4% from other deposits. As of
December 31, 2021, 60% of our total deposits were from business clients and 40% of our total
deposits were from consumer clients.

Core deposits, which include checking accounts, money market accounts, savings accounts
and CDs (excluding CDs greater than $250,000 and all brokered deposits), provide a stable source
of low-cost funding. Our checking and savings deposits, which represent the majority of core
deposits, have grown at a CAGR of 23% for the past five years.

Our deposit base reflects our value-added strategy of introducing deposits to loan clients,
wealth management clients, businesses and non-profit organizations through the following
channels: (1) Preferred Banking deposits, which are placed by clients who enter into deposit
relationships directly with a relationship manager, business banker, preferred banker or wealth
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management professional; (2) deposits from Preferred Banking Offices, which are retail locations
that gather deposits and service all of our clients; (3) wealth management sweep deposits, which
primarily consist of deposits swept from clients’ brokerage or other investment accounts; and

(4) other deposits, which primarily consist of brokered deposits, municipal deposits, and other
deposits that are not attributable to any specific deposit location. As of December 31, 2021, we held
$97.5 billion of deposits associated with our Preferred Banking activities, $46.2 billion of deposits
associated with our Preferred Banking Offices, $10.5 billion of wealth management deposits
generated through our sweep programs, and $2.1 billion of other deposits.

Preferred Banking is a substantial source of deposits. Preferred Banking is located in our key
markets with specialized personnel that primarily support the clients of our relationship managers,
business bankers and wealth management professionals. Preferred Banking deposits have grown at
a CAGR of 24% in the last five years.

Preferred Banking Offices, which are typically located in dense urban areas or supporting
suburban areas, have also been a strong source of deposit growth in both established and new
locations. Of our existing Preferred Banking Offices, 87% had total deposits over $200 million at
December 31, 2021.

Wealth management sweep deposits and other deposits have also contributed to deposit
growth during 2021. This growth was the result of the continued expansion of our wealth
management activities and overall growth in the franchise.

Private Wealth Management Activities

A primary focus of our general business strategy has been to expand our capabilities for
providing value-added services to a targeted client base. We attract wealth management clients by
hiring additional wealth management professionals and providing superior client service. In
addition, our relationship-based approach allows us to grow existing client relationships, attract
referrals from existing clients and attract banking clients that have been satisfied with our
mortgage loan origination products and services and deposit services, which provides us with an
opportunity for our relationship managers to refer other products and services, such as wealth
management. Wealth management AUM and AUA were, in aggregate, $279.4 billion at
December 31, 2021.

Investment Management Services. We provide traditional full-service portfolio management
and customized client portfolios through FRIM. When appropriate, our advisors use third-party
investment managers or funds through an open architecture platform. We offer integrated financial
and estate planning services, endowment management services, and management of defined
benefit and defined contribution plans. We also offer the FRC Founders Index FundsM, as well as
Eagle Invest, an online automated investment management service that offers an alternative to the
full-service version of advisory services. AUM for investment management services were
$109.1 billion as of December 31, 2021.

Brokerage and Investment Activities. For full-service brokerage clients, we perform brokerage
and investment activities through FRSC. We employ wealth managers to offer brokerage services
for equity securities, mutual funds, exchange-traded funds, unit investment trusts, alternative
investments, hedging strategies, treasury securities, municipal bonds, other fixed income
securities, money market mutual funds and other shorter-term liquid investments. We also offer
online services for self-directed brokerage accounts for those clients who choose to transact in this
manner. Our online brokerage services allow clients to place orders for equities, mutual funds and
listed options. As of December 31, 2021, AUA for brokerage and investment activities were
$151.9 billion. Such assets were held in brokerage or managed accounts. Customer accounts at
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FRSC are cleared on a fully-disclosed basis by FRSC's clearing firm, Pershing LLC (“Pershing”),
which has custody of FRSC accounts. Pershing is a wholly-owned subsidiary of The Bank of New
York Mellon Corporation and is not affiliated with the Bank.

Insurance Services. We offer insurance solutions through FRSC and previously, also through
FRIM. The following insurance products are offered: life insurance, annuities, disability and long-
term care. Insurance fees consist of initial commissions when a policy is sold and subsequent
commissions each year that a policy is renewed. The Bank does not retain any underwriting risk
from the sale of insurance products.

Trust Company. First Republic Trust Company, a division of the Bank, operates in California,
Oregon, Washington, New York, Massachusetts, Florida and Connecticut and specializes in
personal trust and estate administration activities. In addition, custody services are also provided.
FRTC Delaware, a subsidiary of the Bank, operates in Delaware. FRTC Wyoming, a subsidiary of the
Bank, operates in Wyoming. First Republic Trust Company, FRTC Delaware and FRTC Wyoming
draw new trust clients from our banking and wealth management client base, as well as from
outside of our organization. The Trust Company has gathered $18.4 billion of AUA as of
December 31, 2021.

Foreign Exchange. We earn fees from transacting foreign exchange business on behalf of our
clients. We execute foreign exchange trades with clients and then offset those trades with other
financial institution counterparties, such as major investment banks or large commercial banks. We
do not retain significant foreign exchange risk associated with these transactions, as the trades
with the client and the financial institution counterparty are matched on our books. We do retain
credit risk, both to the client and the counterparty institution, which is evaluated and managed by
us in the normal course of our operations. In addition, we have foreign exchange contracts
associated with client deposits denominated in various foreign currencies.

Information Technology Systems

We devote significant resources to maintain modern, efficient, secure and scalable information
technology systems. We outsource most of our processing and services, which allows us to select
the best provider in each market niche, reduce our costs by leveraging the vendors' economies of
scale and expand our capabilities as needed. We use several different vendors for our main systems
so that we are not tied to a single provider and can upgrade systems individually without significant
disruption. We continue to invest in enhancing our mobile and online banking platform in order to
increase our efficiency and to improve the overall client experience.

We are committed to protecting our clients’ data. We closely monitor information security at
First Republic and in the financial services sector generally for trends and new threats, including
cybersecurity risks. We have initiatives to continuously improve the security and privacy of our
systems and data. To protect against disasters, we have backup data centers on the west and east
coasts and leverage resilient cloud services when available. We have established a committee of the
Board, which oversees our cybersecurity and general technology efforts.

In early 2022, the Bank successfully migrated to a new core banking system. The core
conversion project was the largest technology project that the Bank has undertaken, spanning
several years and requiring strong collaboration across many teams. The new system will further
enable exceptional client service and strengthen the Bank's regulatory and operational
infrastructure as the Bank continues to grow.
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Competition

We face strong competition in gathering deposits, making loans and obtaining client assets for
management or administration by investment management, trust and brokerage operations. We
compete for deposits and loans by seeking to provide a higher level of personal service than is
generally offered by larger and non-bank competitors, by advertising, and by offering competitive
interest rates. We generally do not have a dominant market share of the total deposit gathering or
lending activities in the areas in which we conduct operations.

Our management believes that our most direct competition for deposits comes from
commercial banks, credit unions, money market funds and brokerage firms, nationwide and
regional banks specializing in private banking and service-focused community banks that target the
same clients we do. In addition, our cost of funds fluctuates with market interest rates and may be
affected by higher rates being offered by other financial institutions. During certain interest rate
environments, additional significant competition for deposits may be expected to arise from
corporate and government debt securities and money market mutual funds.

Our competition in making loans comes principally from commercial banks, mortgage companies,
insurance companies and full service brokerage firms, particularly large, nationwide institutions.
Many of the nation’s largest commercial banks and mortgage companies have a significant number of
branch offices in the areas in which we operate. Aggressive pricing policies of our competitors on new
ARMs, intermediate-fixed rate and fixed-rate loans may result in a decrease in our mortgage loan
origination volume and a decrease in the profitability of our loan originations. We compete for loans
principally through the quality of service we provide to borrowers, real estate brokers and loan agents,
while seeking to maintain competitive interest rates, loan fees and other loan terms.

Our competition in wealth management services comes primarily from commercial banks, trust
companies, mutual funds, investment advisory firms, brokerage firms, investment companies,
insurance companies, and other financial services companies, as well as private equity firms,
venture capital firms, hedge funds and other alternative investment strategies, and Internet-based
companies. Competition is especially keen in our principal markets because numerous well-
established and successful investment advisory and brokerage firms exist throughout each of the
markets in which we operate. We compete for wealth management clients through the scope and
quality of products and services offered, level of investment performance, price and client service.

Regulatory restrictions on interstate bank branching and acquisitions and on banks providing a
broader array of financial services, such as securities underwriting and dealing and insurance, have
been reduced or eliminated. The availability of banking and investment advisory services over the
Internet and on mobile devices continues to expand. Changes in laws and regulations governing the
financial services industry cannot be predicted; however, past legislation has served to intensify our
competitive environment.

Human Capital Management

Our success is predicated on our service-centric culture and business model, which is executed
by our employees. We seek to empower our workforce and create an environment where employees
feel engaged, respected and rewarded. To attract, develop and retain top, diverse talent, we strive
to promote an inclusive, safe and healthy workplace, with opportunities for our employees to grow
and develop in their careers. We also offer competitive compensation and benefits programs.

Attracting, Retaining, and Developing Employees

We leverage internal and external resources to attract highly skilled and talented individuals
who can meet the dynamic needs of our business while maintaining our culture and values. We
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support the long-term career aspirations of our employees through education, personal and
professional development. As of December 31, 2021, we had 6,295 full-time equivalent employees,
including temporary employees and independent contractors, compared to 5,483 full-time
equivalent employees as of December 31, 2020, an increase of 15%. Our 5-year average voluntary
employee turnover, excluding temporary employees and independent contractors, from 2017-2021,
was 7%.

We believe that internal mobility and professional development opportunities lead to greater
employee engagement. We have implemented several cultural and educational programs designed
to promote opportunities for advancement in keeping with our culture and values. We support the
long-term career aspirations of our employees through education and personal development.

Diversity, Equity & Inclusion (DEI)

Since First Republic was founded in 1985, diversity has been at the core of our business. We
value diversity of perspective, expertise, background and tenure, as well as cultural, sexual
orientation, ethnic and gender identity. We believe that hiring and developing a diverse workforce at
all levels of the organization is essential to creating long-term sustainability of diversity and
inclusion. We are also focused on increasing education, mentorship, and understanding within our
workforce to promote racial equity.

First Republic has always been and remains committed to fostering an inclusive workplace
culture that embraces and encourages diverse perspectives and backgrounds. For example, we
have 10 employee resource groups called Colleague Communities, which offer a place for
colleagues to foster networks and build strong relationships with members who share a common
interest. These networks embrace our values and further our community outreach, education and
professional development efforts.

Community Development

We are committed to supporting our communities through our lending and investing activities
as well as through volunteering and giving. As a leading financial institution, we place a focus on
affordable housing and home ownership, financial literacy and education. Our community
engagement strategy is informed by our Community Advisory Board and is aligned with the CRA.
First Republic is proud to have achieved a satisfactory CRA rating for 29 consecutive years.

As part of our commitment to our communities, we committed to taking action to create a
more sustainable future. This includes, among other actions, our continuing efforts to measure,
report and offset Scope 1, Scope 2 and certain operational Scope 3 emissions, consistent with our
objective to remain carbon neutral. We intend to purchase renewable energy to cover 100% of the
Bank's electricity needs and restricting lending to many environmentally sensitive industries.

In 2021, as part of our effort to expand support for extraordinary nonprofit organizations in our
communities, we established the First Republic Foundation. We are committed to responsibly and
strategically deploying resources to provide opportunities for the underserved and
underrepresented in the communities we serve. In our inaugural year, we provided grants to
entrepreneurial nonprofit organizations to propel bold ideas in the areas of education, affordable
housing, and arts and culture. The Foundation’s investments are in addition to the Bank’s long
standing philanthropic support through its many community reinvestment activities and
partnerships with nonprofit organizations.
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Health, Safety, and Wellness

The Bank is committed to supporting employees’ physical, emotional, and financial wellness by
offering flexible and competitive benefits. Our compensation program is designed to attract and
reward talented individuals who help us execute against our objective to provide extraordinary
service, assist in the achievement of our strategic goals, and create long-term value for our
shareholders. In addition to cash and equity compensation, we also offer comprehensive benefits
for our employees to ensure they and their families have the support they need for financial,
physical, and emotional well-being at every stage in life.

Supervision and Regulation

Described below are the material elements of selected laws and regulations applicable to us
and our subsidiaries. The descriptions are not intended to be complete and are qualified in their
entirety by reference to the full text of the statutes and regulations described. Changesin
applicable laws or regulations, and in their interpretation and application by regulatory agencies
and other governmental authorities, cannot be predicted, and may have a material effect on our
business, results of operations, competitive position or financial condition of the business, or results
of operations or financial condition of our subsidiaries.

Overview

We are subject to extensive federal and state banking laws, regulations and policies that are
intended primarily for the protection of clients, depositors and other consumers, the DIF, and the
banking system as a whole; not for the protection of our other creditors and shareholders. We are
examined, supervised and regulated by the DFPI (our primary regulator as a California state-
chartered bank) and the FDIC (our primary federal regulator) as an insured state bank without a
holding company and that is not a member of the Federal Reserve. The statutes enforced by, and
regulations and policies of, these agencies affect most aspects of our business, including
prescribing permissible types of loans and investments, the amount of required reserves,
requirements for branch offices, the permissible scope of our activities and various other
requirements. Although we are not a member of the Federal Reserve, we are subject to certain
regulations of the Board of Governors of the Federal Reserve, such as those dealing with availability
of funds and check clearing activities (Regulation CC), margin lending (Regulations T and U) and
establishment of reserves against deposits (Regulation D). Additionally, our offices in states other
than California are subject to limited supervision and regulation by the applicable state bank
regulatory agency. In addition, certain of our subsidiaries are subject to regulation, supervision and
examination by self-regulatory organizations, such as FINRA and other regulatory authorities,
including the SEC and state regulatory agencies, and our insurance activities are subject to
licensing and regulation by state insurance regulatory agencies.

Our deposits are insured by the FDIC to the fullest extent permissible by law. As an insurer of
deposits, the FDIC issues regulations, conducts examinations, requires the filing of reports and
generally supervises the operations of all institutions to which it provides deposit insurance. The
approval of the FDIC is required for certain transactions in which we may engage, including any
merger or consolidation by us (including the acquisition of another bank), a change in control over
us, or the establishment or relocation of any of our branch offices. In reviewing applications seeking
approval of such transactions, the FDIC may consider, among other things, the competitive effect
and public benefits of the transactions, the capital position, financial and managerial resources and
future prospects of the organizations involved in the transaction, the risks to the stability of the U.S.
banking or financial system, the applicant’s performance record under the CRA (see “—Community
Reinvestment Act and Fair Lending” below) and the effectiveness of the organizations involved in
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the transaction in combating money laundering activities. The FDIC also has the power to prohibit
these and other transactions even if approval is not required, and could do so if we have otherwise
failed to comply with all laws and regulations applicable to us. We are also subject to supervision,
regulation, examination and enforcement by the CFPB with respect to consumer protection laws
and regulations.

Proposals to change the laws and regulations governing the banking industry are frequently
introduced in Congress, in the state legislatures and before the various banking regulatory
agencies. Existing and future rulemakings have resulted, and may continue to result, in a significant
cost of compliance.

Changes in banking laws and regulations that have had a material effect on our results of
operations include, among others, the imposition of additional underwriting standards on
mortgages and increased expenses due to heightened regulatory requirements and standards
imposed on larger institutions, including: internal audit standards, enterprise risk management
standards, and enhanced compliance and standards for internal controls relating to AML, the BSA
and other matters. Additional changes to applicable laws or regulations could result in additional
costs and have a material effect on our operations. In particular, changes in Congress as well as
changes in the leadership of the federal financial regulatory agencies in the United States could
result in further changes to banking laws and regulations, although the timing and extent to which
this may occur is presently uncertain. In addition, actions by the current presidential administration
carry the potential to change the regulatory structure under which we operate in ways that may be
difficult to anticipate and with effects that may be hard to predict.

Continued growth of the Bank may subject us to additional regulatory requirements, including
those triggered by progressively larger consolidated asset thresholds, those imposed as a
prudential matter by the FDIC, and those triggered by increased activities in certain areas.

California Law

California law governs the licensing and regulation of California commercial banks, including
organizational and capital requirements, fiduciary powers, investment authority, branch offices and
electronic terminals, declaration of dividends, changes of control and mergers, out of state
activities, interstate branching and banking, debt offerings, borrowing limits, limits on loans to one
obligor, liquidation, sale of shares or options in the Bank to its directors, officers, employees and
others, the purchase by the Bank of its own shares, and the issuance of capital notes or debentures.
The DFPI provides protection to consumers and services to businesses engaged in financial
transactions, and is charged with our supervision and regulation.

Under California law, due to an exemption applicable to the Bank, there is no interest rate
limitation on loans originated for personal, family or household purposes. However, for certain types
of secured loans, California law imposes minimum collateral requirements. In addition, there are
certain term and amortization restrictions on loans secured by real property.

Unsecured loans to one person generally may not exceed 15% of the sum of a bank’s capital
stock, ACL on loans and capital notes and debentures, and both secured and unsecured loans to
one person (excluding certain secured lending and letters of credit) at any given time generally may
not exceed 25% of the sum of a bank’s capital stock, ACL on loans and capital notes and
debentures. Except for limitations on the amount of loans to a single borrower, loans secured by
real or personal property may be made to any person without regard to the location or nature of the
collateral. We are required to invest our funds in accordance with limitations under California law
and may only make investments that are permissible investments for banks, subject to any
limitations under any other applicable law.
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Under California law, the amount a bank generally may borrow may not exceed its
shareholders’ equity without the consent of the DFPI, except for borrowings from the FHLB and the
Federal Reserve Bank.

In addition to remedies available to the FDIC (which are discussed below), the Commissioner
may take possession of a bank if certain conditions exist such as insufficient shareholders’ equity,
unsafe or unauthorized operations, or violation of law.

Amendments of Regulation D — Elimination of Reserve Requirements and Transaction
Limits

As a result of amendments to its Regulation D made by the Federal Reserve in 2020, the Bank is
not currently required to maintain a minimum cash balance at the Federal Reserve Bank for its
customers’ transactional accounts, and the six-per-month limit on convenient transfers from the
“savings deposit” definition (which includes money market deposit accounts) has been removed.
Although no longer required, the Bank has elected to keep in place the six transfer limit formerly
imposed by Regulation D. However, the Bank has currently temporarily suspended the six transfer
limitin connection with its other COVID-19 relief efforts.

Capital Requirements

The Bank is subject to comprehensive capital adequacy requirements of the FDIC to ensure
that the Bank operates in a safe and sound manner, and to protect against losses that may be
incurred by the Bank. The FDIC, along with the other federal banking agencies, have risk-based
capital adequacy rules, regulations and guidance intended to provide a measure of capital
adequacy that reflects the degree of risk associated with a banking organization's operations that
are reflected on its balance sheet, as well as off-balance sheet activities. The capital adequacy
requirements are set forth in the federal banking agencies capital rules (the “Basel Il Capital
Rules”), which implement capital standards established by the Basel Committee, commonly referred
to as the Basel Il capital framework (“Basel I11"), as well as certain provisions of the Dodd-Frank Act.
Under the Basel lll Capital Rules, the Bank is subject to a minimum CET1 capital ratio of 4.5%, a
minimum Tier 1 capital ratio of 6.0% and a minimum total capital ratio of 8.0%. FDIC-supervised
institutions, such as the Bank, are also subject to a Tier 1 leverage ratio of 4.0%.

As a “non-advanced approaches” banking organization under the Basel lll Capital Rules, the
Bank is subject to rules that provide for simplified capital requirements relating to the threshold
deductions for MSAs; certain DTAs arising from temporary differences; and investments in the
capital of unconsolidated financial institutions.

During 2020, the federal banking agencies adopted the CECL Capital Rule, which provided
banking organizations the option to delay for two years an estimate of CECL's effect on regulatory
capital, relative to the incurred loss methodology’s effect on regulatory capital until January 2022
and subsequently to phase in the effects through December 2024. The Bank elected to adopt the
CECL Capital Rule and delay the estimated impact of CECL on its regulatory capital.

The Bank is also subject to a “capital conservation buffer” of 2.5% of RWAs under the Basel Il
Capital Rules. The capital conservation buffer is designed to absorb losses during periods of
economic stress. Banking institutions with a CET1 capital ratio above the minimum requirement but
below the capital conservation buffer will face constraints on dividends, equity repurchases and
compensation based on the amount of the shortfall and eligible retained income (defined as the
greater of net income for the four calendar quarters preceding the current calendar quarter, net of
any distributions and associated tax effects not already reflected in netincome, and the average of
net income for the four calendar quarters preceding the current calendar quarter).
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Under the Basel lll Capital Rules, the effects of certain accumulated other comprehensive
income or loss items are not excluded from determining regulatory capital ratios; however,
non-advanced approaches banking organizations, including the Bank, were permitted to make a
one-time permanent election to continue to exclude these items. The Bank has elected to exclude
these items in order to avoid significant variations in the level of capital depending upon the impact
of interest rate fluctuations on the fair value of its available-for-sale debt securities portfolio.

The Basel lll Capital Rules prescribe a standardized approach for risk weightings that depend
on the nature of the assets, generally ranging from 0% for U.S. government and agency securities,
to 600% for exposures to leveraged investment funds, and result in higher risk weights for certain
securitization exposures. The Simplifications Rule also requires that the Bank assign a 250% risk
weight to the amount of MSRs or temporary difference DTAs not deducted from CET1 capital. In
September 2020, the FDIC also adopted a final rule to apply a zero percent risk weight to all PPP
covered loans that are not pledged to the PPPLF. The Bank did not participate in the PPPLF, and
therefore, has applied a zero percent risk weight to PPP loans.

In determining the capital levels that we are required to maintain, the federal banking agencies
do not follow GAAP in all respects and have special rules that may have the effect of reducing the
amount of capital they will recognize for purposes of determining our capital adequacy.

In December 2017, the Basel Committee published standards that it described as the
finalization of the Basel Il post-crisis regulatory reforms. Among other things, these standards
revise the Basel Committee's standardized approach for credit risk (including recalibrating risk
weights and introducing new capital requirements for certain “unconditionally cancellable
commitments”) and provide a new standardized approach for operational risk capital. Under the
Basel framework, these standards will generally be effective on January 1, 2023, with an aggregate
output floor phasing in through January 1, 2028. Under the current U.S. Basel Il rules, operational
risk capital requirements and a capital floor apply only to advanced approaches institutions, and not
to the Bank. The impact of these standards on the Bank will depend on the manner in which they
are implemented by the FDIC.

In connection with the capital requirements, the FDIC has adopted regulations and guidance
that mandate consideration of concentrations of credit risk and risks from non-traditional activities,
as well as an institution's ability to manage those risks, when determining the adequacy of an
institution’s capital. This evaluation is part of the institution’s regular safety and soundness
examination. The FDIC's regulations also require consideration of general market risk, including
interest rate risk (when the interest rate sensitivity of an institution’s assets does not match the
sensitivity of its liabilities or its off-balance sheet position), in the evaluation of a financial
institution's capital adequacy.

Allowance for Credit Losses

Experience in the banking industry indicates that a portion of our loans may become
delinquent, and that some of these loans may be only partially repaid or may never be repaid at all.
Despite our underwriting criteria, we experience losses for reasons beyond our control, including
general economic conditions. A prolonged period of economic recession or other adverse economic
conditions may resultin an increase in nonpayment of loans, a decrease in collateral value and an
increase in our ACL on loans. Additionally, the federal banking agencies periodically review the loan
portfolios and related ACL on loans of banks, including us, and may require banks to increase their
provision for credit losses or to recognize further loan charge-offs based upon their judgments,
which may be different from the underlying calculations of the banks.
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In May 2020, the federal banking agencies issued a final interagency policy statement related
to CECL, which aligns interagency guidance with ASC 326, “Financial Instruments—Credit Losses.”
Specifically, the statement (1) updates concepts and practices from prior policy statements issued
in December 2006 and July 2001 that remain relevant under ASC 326; (2) describes the appropriate
CECL methodology, in light of ASC 326, for determining the ACL on financial assets measured at
amortized cost and certain off-balance sheet credit exposures; and (3) describes the estimation of
an ACL on an impaired available-for-sale debt security. The policy statement was effective on
January 1, 2020 when the Bank adopted ASC 326.

COVID-19

Federal, state, and local governments have taken significant steps to address the impact of
COVID-19. The U.S. Government enacted legislation providing emergency assistance, direct
stimulus payments and opportunities for forbearance for certain loans among other forms of relief.
There have also been a number of responsive bank regulatory actions, including mandates requiring
financial institutions to work constructively with borrowers affected by COVID-19. In addition,
states and local authorities adopted temporary bans on evictions and foreclosures, and flexibility
regarding rental payments. Federal moratoriums on evictions and foreclosures that were
implemented during COVID-19 were extended late into 2021. Although many of these programs
have expired, governmental authorities may take additional actions in the future to limit the adverse
impact of COVID-19 on borrowers and tenants.

Loan Modifications

The federal banking agencies and FFIEC issued interagency statements during 2020 regarding
loan modifications (collectively referred to herein as “2020 Interagency Guidance”). The CARES Act,
as amended by the CAA, allows entities to elect to suspend the GAAP requirements for qualifying
loan modifications that would otherwise be considered TDRs. To be eligible for TDR accounting
relief, under Section 4013 of the CARES Act, as amended by the CAA, a loan modification, including
any subsequent modifications, must be related to COVID-19, executed on a loan that was not more
than 30 days past due as of December 31, 2019, and executed between March 1, 2020, and the
earlier of (1) 60 days after the end of the national emergency related to COVID-19 or (2) January 1,
2022. Short-term loan modifications, including any subsequent modifications, made on a good faith
basis in response to COVID-19 for borrowers impacted by COVID-19 that do not qualify for TDR
accounting relief under the CARES Act, as amended by the CAA, are also eligible for TDR
accounting relief under the 2020 Interagency Guidance if the borrowers were current, or less than
30 days past due, as of the modification date. Loan modifications are considered short-term if the
cumulative deferral period is six months or less. The 2020 Interagency Guidance also indicated that
subsequent modifications not eligible under Section 4013 should be evaluated cumulatively when
determining whether the additional modification is a TDR.

PPP Loans

The PPP was established under the CARES Act and subsequently amended by the Economic
Aid Act under the CAA to provide loans guaranteed by the SBA to small businesses impacted by
COVID-19 for payroll costs and certain operating expenses. PPP loans are forgiven if the borrower
uses the proceeds for eligible expenses in accordance with program requirements for forgiveness
and the amount forgiven is reduced under certain situations. The Bank was a participating lender
under the PPP and originated loans to eligible borrowers from April 2020 to June 2021, until the
program ceased new loan originations. Among other items, the Economic Aid Act established
additional PPP funding through March 31, 2021 to assist eligible small businesses that continue to
face hardships during COVID-19.
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Prompt Corrective Action and Other Enforcement Mechanisms

The Federal Deposit Insurance Act, as amended by the FDIA, requires the appropriate federal
banking agency to take prompt corrective action to resolve the problems of insured depository
institutions, including those that fall below one or more prescribed minimum capital ratios. The law
requires each federal banking agency to promulgate regulations defining the following five
categories in which an insured depository institution will be placed, based on the level of its capital
ratios: well-capitalized, adequately capitalized, undercapitalized, significantly undercapitalized and
critically undercapitalized.

Under the prompt corrective action provisions of the FDIA, an insured depository institution
generally will be classified in the applicable category based on the capital measures indicated in the
table below:

Well- Adequately Significantly
Capital Measure Capitalized Capitalized Undercapitalized Undercapitalized
Tier1leverageratio ................. 5% or greater 4% or greater Less than 4% Less than 3%
CETlratio.....coovveiii 6.5% or greater 4.5% or greater Lessthan 4.5% Less than 3%
Tier 1 risk-based capital ratio ......... 8% or greater 6% or greater Less than 6% Less than 4%
Total risk-based capital ratio ......... 10% or greater 8% or greater Less than 8% Less than 6%

An institution that is classified as “well-capitalized” based on its capital levels may be classified
as “adequately capitalized,” and an institution that is “adequately capitalized” or “undercapitalized”
based upon its capital levels may be treated as though it were undercapitalized or significantly
undercapitalized, respectively, if the appropriate federal banking agency, after notice and
opportunity for hearing, determines that an unsafe or unsound condition or an unsafe or unsound
practice warrants such treatment. At each successive lower capital category, an insured depository
institution is subject to progressively more restrictive constraints on operations, management and
capital distributions, as the capital category of an institution declines. Failure to meet the capital
requirements could also subject a depository institution to capital raising requirements. Ultimately,
critically undercapitalized institutions (with tangible equity to total assets of 2% or less) are subject
to the appointment of a receiver or conservator.

As of December 31, 2021, the Bank met all capital ratios requirements to be “well-capitalized”
under the prompt corrective action requirements currently in effect.

In addition to measures taken under the prompt corrective action provisions, commercial
banking organizations may be subject to potential enforcement actions by the federal banking
agencies for unsafe or unsound practices in conducting their businesses or for violations of any law,
rule, regulation, condition imposed in writing by the agency or written agreement with the agency.
Enforcement actions may include the issuance of formal and informal agreements, the issuance of
a cease-and-desist order that can be judicially enforced, the issuance of directives to increase
capital, the imposition of civil money penalties, the issuance of removal and prohibition orders
against institution-affiliated parties, the termination of insurance of deposits, the imposition of a
conservator or receiver, and the enforcement of such actions through injunctions or restraining
orders based upon a judicial determination that the agency would be harmed if such equitable relief
was not granted.

Tailoring Rules

As a banking organization with total consolidated assets of $100 billion or more, the Bank is
subject to rules issued by the federal banking agencies under the EGRRCPA for tailoring the criteria
for determining the applicability of capital and liquidity requirements for large U.S. banking
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organizations (the “Tailoring Rules”). The Tailoring Rules apply to banking organizations with total
consolidated assets of $100 billion or more, with the most stringent requirements being applied to
U.S. global systemically important banks as Category | institutions, and the least stringent
requirements being applied to large domestic banking organizations with less than $250 billion in
total consolidated assets or less than $75 billion in weighted short-term wholesale funding,
off-balance sheet exposures, nonbank assets or cross-jurisdictional activities as Category IV
banking organizations. Under the Tailoring Rules, a standalone bank without a holding company
that is considered a Category IV banking organization, such as the Bank, is not subject to enhanced
capital and liquidity standards like the LCR and NSFR Rules or company-run stress testing
requirements. Nevertheless, we maintain on balance sheet liquidity and a portfolio of HOLA. In
addition, in the normal course of operations, the Bank periodically performs internal capital stress
tests as a part of its overall capital planning process. Continued growth of the Bank that results in
the Bank exceeding the asset thresholds under the Tailoring Rules would result in more stringent
capital and liquidity requirements for the Bank.

Safety and Soundness Standards

Guidelines adopted by the federal banking agencies pursuant to the FDIA establish general
safety and soundness standards for depository institutions related to internal controls, vendor
management, information security and cybersecurity, loan underwriting and documentation, and
asset growth. Among other things, the FDIA limits the interest rates paid on deposits by
undercapitalized institutions, restricts the use of brokered deposits, and limits the aggregate
extensions of credit by a depository institution to an executive officer, director, principal
shareholder or related interest. These standards have not limited our operations in any material way
to date.

Cybersecurity is a key operational risk area for banking organizations. Malicious actors
continue to focus on critical infrastructure sectors, including the financial sector, and have sought
to take advantage of the increased reliance by certain institutions on third-party hardware and
software systems. These developments, among others, have resulted in enhanced supervisory
expectations regarding the security and resiliency of banks' information technology systems and
cyber risk management practices. With regard to rulemaking activity in this area, in November 2021,
the federal banking agencies issued a final rule that imposes upon banking organizations and their
service providers new notification requirements for significant cybersecurity incidents. Specifically,
the final rule requires banking organizations to notify their primary federal regulator as soon as
possible and no later than 36 hours after the discovery of an incident that has materially disrupted
or degraded, or is reasonably likely to materially disrupt or degrade, the banking organization’s
ability to deliver services to a material portion of its customer base, jeopardize the viability of key
operations of the banking organization, or pose a threat to the financial stability of the United
States. Banks' service providers are required under the final rule to notify any effected bank to or on
behalf of which the service provider provides services “as soon as possible” after determining that it
has experienced an incident that materially disrupts or degrades, or is reasonably likely to materially
disrupt or degrade, covered services provided to such bank for as much as four hours. The final rule
will take effect on April 1, 2022 and banks and their service providers must be in compliance with
the requirements of the rule by May 1, 2022. The adoption of the final rule may cause us to revise
our security incident response plan, internal and external notification procedures, and cybersecurity
risk management processes and programs.

The federal banking agencies may require an institution to submit an acceptable compliance
plan as well as have the flexibility to pursue other more appropriate or effective courses of action
given the specific circumstances and severity of an institution's noncompliance with one or more
standards.
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The FDIC may terminate deposit insurance upon a finding that the institution has engaged in
unsafe and unsound practices, is in an unsafe or unsound condition to continue operations, or has
violated any applicable law, regulation, rule, order or condition imposed by the FDIC.

Climate-Related Risk Management and Environmental Regulation

In recentyears the federal banking agencies have increased their focus on climate-related risks
affecting the operations of banks, the communities they serve and the broader financial system.
Accordingly, the agencies have begun to enhance their supervisory expectations regarding banks'’
climate risk management practices, including by encouraging banks to: ensure that management of
climate-related risk exposures has been incorporated into existing governance structures; evaluate
the potential impact of climate-related risks on the bank’s financial condition, operations and
business objectives as part of its strategic planning process; account for the effects of climate change
in stress testing scenarios and systemic risk assessments; revise expectations for credit portfolio
concentrations based on climate-related factors; consider investments in climate-related initiatives
and lending to communities disproportionately impacted by the effects of climate change; evaluate
the impact of climate change on the bank’s borrowers and consider possible changes to underwriting
criteria to account for climate-related risks to mortgaged properties; incorporate climate-related
financial risk into the bank’s internal reporting, monitoring and escalation processes; and prepare for
the transition risks to the bank associated with the adjustment to a low-carbon economy and related
changesin laws, regulations, governmental policies, technology, and consumer behavior and
expectations.

On October 21, 2021, the Financial Stability Oversight Council, of which the FDIC is a member,
published a report identifying climate-related financial risks as an “emerging threat” to financial
stability. The federal banking agencies, either independently or on an interagency basis, are expected
to adopt a more formal climate risk management framework for larger banking organizations in the
coming months. As climate-related supervisory guidance is formalized, and relevant risk areas and
corresponding control expectations are further refined, we may be required to incur compliance,
operating, maintenance and remediation costs in order to conform to such requirements.

In addition, states, such as California, are considering taking similar actions on climate-related
financial risks. For example, the California legislature is considering a bill that requires certain
companies that do business in California, including the Bank, to disclose their greenhouse gas
emissions. If enacted, these state-level laws may also require us to incur additional costs to conform
to such requirements.

Brokered Deposits

Section 29 of the FDIA and FDIC regulations limit the ability of an insured depository institution,
such as the Bank, to accept, renew or roll over brokered deposits unless the institution is well-
capitalized under the prompt corrective action framework described above, or unless it is adequately
capitalized and obtains a waiver from the FDIC. In addition, less than well-capitalized banks are
subject to restrictions on the interest rates they may pay on deposits. The characterization of deposits
as “brokered” may result in the imposition of higher deposit assessments on such deposits. The FDIC's
regulations include a limited exception for reciprocal deposits for FDIC-insured depository institutions
that are well rated and well capitalized (or adequately capitalized and have obtained a waiver from the
FDIC as mentioned above). Under the limited exception, qualified FDIC-insured depository
institutions, like the Bank, are able to except from treatment as “brokered” deposits up to $5 billion or
20 percent of the institution’s total liabilities in reciprocal deposits (which is defined as deposits
received by a financial institution through a deposit placement network with the same maturity (if any)
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and in the same aggregate amount as deposits placed by the institution in other network member
banks).

In December 2020, the FDIC amended its brokered deposits rule to clarify and modernize the
FDIC's regulatory framework, and thereby established a new framework for analyzing a “deposit
broker” and determining whether deposits should be treated as brokered deposits. The final rule took
effect on April 1, 2021 and full compliance was required as of January 1, 2022.

Resolution Plans

Under the FDIC's “covered insured depository institution” or “CIDI" Rule, an insured depository
institution with $50 billion or more in total assets, such as the Bank, is required to submit periodically
to the FDIC a contingency plan for the resolution of such institution in the event of its failure. The
contingency plan submitted should enable the FDIC, as receiver, to resolve the institution under
applicable receivership provisions of the FDIA in a manner that ensures that depositors receive access
to their insured deposits within one business day of the institution’s failure (two business days if the
failure occurs on a day other than Friday), maximizes the net present value return from the sale or
disposition of its assets and minimizes the amount of any loss to be realized by the institution’s
creditors. If the FDIC determines that a bank’s contingency plan is not credible, the insured depository
institution will have 90 days to submit a revised plan that addresses the deficiencies identified by the
FDIC and discusses revisions made to address such deficiencies. The Bank submitted its most recent
resolution planin June 2018.

In April 2019, the FDIC issued an advance notice of proposed rulemaking regarding potential
amendments to its CIDI Rule and sought public comment on whether the $50 billion asset threshold
should continue to apply in light of the modifications to its joint resolution plan regulations with the
Federal Reserve. Under the proposal, the FDIC would establish tiered resolution planning
requirements based on factors including asset size and complexity, among others, and would revise
the frequency and content of plan submissions for larger, more complex institutions that would
remain subject to resolution planning requirements under the amended regulations. In connection
with the advance notice of proposed rulemaking, the FDIC voted to delay the next resolution plan
submissions until the rulemaking process is complete. However, in January 2021, the FDIC
announced that, given the passage of time from the last resolution plan submissions and the
uncertain economic outlook, the FDIC will resume requiring resolution plan submissions for insured
depository institutions with $100 billion or more in assets, including the Bank. On June 25, 2021, the
FDIC issued a policy statement on resolution plans for insured depository institutions, which
describes how the agency will implement certain aspects of the CIDI Rule with respect to CIDIs with
$100 billion in more total assets. The FDIC has stated that no insured depository institution will be
required to submit a resolution plan without at least 12 months advance notice, and the FDIC notified
the Bank that it will be required to submit its next resolution plan in December 2022. The prospects
and timing for the adoption of a final rule amending the CIDI Rule, as well as the potential application
of any final rule to the Bank, are uncertain at this time.

Premiums for Deposit Insurance and Assessments

Our deposits are insured by the FDIC to the fullest extent permitted by law, and we are subject
to depositinsurance assessments to maintain the DIF. Deposit insurance assessments are based
on average total assets, less average tangible equity. For larger institutions, such as the Bank, the
FDIC uses a performance score and a loss-severity score to calculate an initial assessment rate. In
calculating these scores, the FDIC uses a bank’s capital level and supervisory ratings (its CAMELS
ratings) and certain financial measures to assess an institution’s ability to withstand asset-related
stress and funding-related stress. The FDIC has the ability to make discretionary adjustments to the
total score based upon significant risk factors that are not adequately captured in the calculations.
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The FDIC has set the long-range, minimum target reserve ratio at 2.0%. At least semi-annually,
the FDIC will update its loss and income projections for the DIF and, if needed, will increase or
decrease assessment rates, following notice- and- comment rulemaking, if required. The Dodd-
Frank Actincreased the minimum for the DIF reserve ratio, the ratio of the amountin the DIF to
insured deposits from 1.15% to 1.35% and required that the ratio reach 1.35% by September 30,
2020. In September 2020, the FDIC adopted a Restoration Plan to restore the DIF reserve ratio to at
least 1.35% within 8 years, since the ratio fell to 1.30% and below the statutory minimum of 1.35% in
the second quarter of 2020. Under the Restoration Plan, the FDIC will maintain the current
schedule of assessment rates since it believes that the ratio will return to 1.35% without further
action before the end of the 8-year period. If necessary, the FDIC will recommend modifications to
the Restoration Plan, such as increasing assessment rates.

In June 2020, the FDIC issued a final rule that mitigates the deposit insurance assessment
effects of participating in the PPP. The final rule removes the effect of participation in the PPP on
various risk measures used to calculate the assessment rate, the effect of participation in the PPP
on certain adjustments to the assessment rate, and provides an offset to the assessment for the
increase to the assessment base attributable to participation in the PPP. The final rule became
effective on April 1, 2020. The treatment of PPP loans as liquid assets provided by the rule was
effective until July 30, 2021 which date represented the expiration of the final extension of the
PPPLF authorized by the Federal Reserve. Other adjustments remain in effect until further
rulemaking.

In February 2021, the FDIC adopted a final rule addressing the temporary deposit insurance
assessment effects resulting from certain optional regulatory capital transition provisions relating
to the implementation of the CECL methodology. The final rule, which became effective on April 1,
2021, removed the double counting of a specified portion of the CECL transitional amount or the
modified CECL transitional amount, as applicable, in the calculation of certain financial measures
that are used to determine assessment rates for large and highly complex insured depository
institutions.

Anti-Money Laundering, the USA Patriot Act Office of Foreign Assets Control
Regulation, and the National Defense Authorization Act

A major focus of governmental policy on financial institutions is combating money laundering
and terrorist financing. The Bank Secrecy Act, as amended by the USA PATRIOT Act of 2001 (the
“BSA”"), and the BSA’s implementing regulations, impose significant compliance and due diligence
obligations on financial institutions, and include criminal and civil penalties for noncompliance and
an expanded extra-territorial reach. Financial institutions are also prohibited from entering into
specified financial transactions and account relationships and must use enhanced due diligence
procedures in their dealings with certain types of high-risk customers and implement written
customer identification and customer due diligence programs. Financial institutions must also take
certain steps to assist government agencies in detecting and preventing money laundering and to
report certain types of suspicious transactions.

In addition, the United States has imposed economic sanctions that affect transactions with
designated foreign countries, nationals and others which are administered by the U.S. Treasury
Department Office of Foreign Assets Control.

In January 2021, the AMLA, which amends the BSA, was enacted. The AMLA is intended to
comprehensively reform and modernize U.S. AML laws. Among other things, the AMLA codifies a
risk-based approach to AML compliance for financial institutions; requires the development of
standards by the U.S. Department of the Treasury for evaluating technology and internal processes
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for BSA compliance; and expands enforcement- and investigation-related authority, including a
significant expansion in the available sanctions for certain BSA violations. Many of the statutory
provisions in the AMLA will require additional rulemakings, reports and other measures, and the
impact of the AMLA will depend on, among other things, rulemaking and implementation guidance.

In general, the failure of a financial institution to maintain and implement adequate programs
to combat money laundering and terrorist financing and to prohibit transactions with targets of
sanctions, or to comply with all of the relevant laws or regulations, could have serious legal,
monetary, and reputational consequences for the institution.

Consumer Financial Protection Bureau Supervision

The CFPB is directed to prevent unfair, deceptive and abusive practices and ensure that all
consumers have access to markets for consumer financial products and services, and that such
markets are fair, transparent and competitive. The CFPB has authority under the Dodd-Frank Act to
enforce and issue rules and regulations implementing existing consumer protection laws and is
responsible for all such existing laws and regulations. Depository institutions with assets exceeding
$10 billion (such as us), their affiliates, and other “larger participants” in the markets for consumer
financial services (as determined by the CFPB) are subject to direct supervision by the CFPB,
including any applicable examination, enforcement and reporting requirements the CFPB may
establish.

CFPB rules and the statutes it enforces broadly affect our relationships with consumers. For
example, CFPB's rules affect nearly every aspect of the lifecycle of a residential mortgage loan.
These rules implement the Dodd-Frank Act amendments to the Equal Credit Opportunity Act, the
TILA and the RESPA. Among other things, the CFPB'’s rules require banks to: (i) develop and
implement procedures to ensure compliance with a “reasonable ability-to-repay” test (as discussed
below); (i) implement disclosures, policies and procedures for originating and servicing mortgages,
including, but not limited to, pre-loan counseling, early intervention with delinquent borrowers and
specific loss mitigation procedures for loans secured by a borrower's principal residence, and
mortgage origination disclosures, which integrate existing requirements under TILA and RESPA,
(iii) comply with additional restrictions on mortgage loan originator hiring and compensation; and
(iv) comply with disclosure requirements and standards for appraisals and certain financial
products.

Banking regulators take into account compliance with consumer protection laws when
considering approval of a proposed transaction.

Ability-to-Repay Requirement

Under the TILA, mortgage lenders are required to show that they have verified the borrower’s
ability to repay a residential mortgage loan (which does not include HELOCSs). Borrowers who bring
actions within three years of a violation of the ability-to-repay requirement could be entitled to
statutory damages equal to the sum of all financing charges and fees. In addition, a borrower can
assert a violation of the ability-to-repay requirement in a foreclosure proceeding as a matter of
defense by recoupment or setoff against the lender or any assignee of the lender, without time limit.
In addition, CFPB rules establish the underwriting practices that are required by the ability-to-repay
requirement. Lenders of mortgages that meet a “qualified mortgage” standard, however, may have
a safe harbor or a presumption of compliance with the requirement.

Qualified mortgages cannot have negative amortization, interest-only payments, or balloon
payments, terms over 30 years, or points and fees over certain thresholds. Qualified mortgages also
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have underwriting requirements that include verification of income, underwriting based on a fully
amortizing payment schedule and the maximum interest rate during the first five years, and
debt-to-income ratio limits. Lenders of qualified mortgages are granted either a safe harbor or a
rebuttable presumption of compliance, depending on whether the qualified mortgage is a “higher
priced” mortgage as compared to the average rates for comparable transactions. The CFPB’s rules
also prohibit prepayment penalties for residential mortgage loans, except for qualified mortgages
that are not higher priced.

On December 10, 2020, the CFPB issued two final rules related to qualified mortgage loans. The
first rule replaces the strict 43 percent DTl threshold for qualified mortgage loans and provides that,
in addition to existing requirements, a loan receives a conclusive presumption that the consumer
had the ability to repay under certain circumstances. The second rule creates a new category of
“seasoned” qualified mortgages for loans that qualify for a safe harbor under the Ability-to-Repay/
Qualified Mortgage Rule. The mandatory compliance date under the first final rule was July 1, 2021,
but subsequently was delayed by the CFPB to October 1, 2022. The second final rule will apply to
covered transactions for which institutions receive an application after the compliance date for the
first final rule.

Incentive Compensation

Guidelines adopted by the federal banking agencies pursuant to the FDIA prohibit excessive
compensation as an unsafe and unsound practice and describe compensation as excessive when
the amounts paid are unreasonable or disproportionate to the services performed by an executive
officer, employee, director or principal shareholder.

Under guidance by the federal banking agencies, which covers all employees who have the
ability to materially affect the risk profile of an organization, either individually or as part of a group,
a banking organization’s incentive compensation arrangements should (i) provide incentives that do
not encourage risk-taking beyond the organization’s ability to effectively identify and manage risks,
(ii) be compatible with effective internal controls and risk management, and (iii) be supported by
strong corporate governance, including active and effective oversight by the organization's board of
directors. Any deficiencies in compensation practices that are identified may be incorporated into
the organization’s supervisory ratings, which can affect its ability to make acquisitions or perform
other actions. These three principles are incorporated into the proposed joint compensation
regulations under the Dodd-Frank Act, discussed below. The guidance provides that enforcement
actions may be taken against a banking organization if its incentive compensation arrangements or
related risk-management control or governance processes pose a risk to the organization's safety
and soundness and the organization is not taking prompt and effective measures to correct the
deficiencies.

The Dodd-Frank Act requires the federal banking agencies and the SEC to establish joint
regulations or guidelines for specified regulated entities, such as us, having at least $1 billion in
total assets, to prohibit incentive-based payment arrangements that encourage inappropriate risk-
taking by providing an executive officer, employee, director or principal shareholder with excessive
compensation, fees, or benefits or that could lead to material financial loss to the entity. In addition,
these regulators must establish regulations or guidelines requiring enhanced disclosure to
regulators of incentive-based compensation arrangements. The agencies have not yet finalized
these rules; however, on October 14, 2021, the SEC signaled a renewed interest in this rulemaking
initiative by re-opening the comment period on a proposed rule issued originally in 2015 regarding
“clawbacks” of incentive-based executive compensation.

The scope and content of the federal banking agencies’ policies on incentive compensation are
continuing to develop and are likely to continue evolving.
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Community Reinvestment Act and Fair Lending

We are subject to certain fair lending requirements and reporting obligations involving home
mortgage lending operations. We are also subject to the CRA. The CRA generally requires the
federal banking agencies to evaluate the record of a financial institution in meeting the credit
needs of its local communities, including low- and moderate- income neighborhoods in a safe and
sound manner. In addition to substantive penalties and corrective measures that may be required
for a violation of certain fair lending laws, the federal banking agencies may take compliance with
such laws and CRA into account when regulating and supervising other activities. Federal
regulators are required to provide a written examination report of an institution's CRA performance
using a four-tiered descriptive rating system. We received a rating of “Satisfactory” in our most
recent CRA examination. These ratings and written examination reports are available to the public.

In December 2019, the OCC and the FDIC issued a notice of proposed rulemaking intended to
modernize their CRA frameworks. In May 2020, the OCC issued its final CRA rule, which it
subsequently rescinded in 2021. The FDIC did not join the OCC's final rulemaking and has not yet
finalized its CRA rule. The effects on the Bank of any potential change to the FDIC's CRA rules will
depend on the final form of any FDIC rulemaking and cannot be predicted at this time.

Fair lending laws prohibit discrimination in the provision of banking services. The enforcement
of these laws has been an increasing focus for bank regulators. Fair lending laws include the Equal
Credit Opportunity Act (and Regulation B thereunder) and the Fair Housing Act, which outlaw
discrimination in credit transactions and residential real estate transactions on the basis of
prohibited factors including, among others, race, color, national origin, sex, and religion. A lender
may be liable under these laws through administrative enforcement or private civil actions for
policies that result in a disparate treatment of, or have a disparate impact on, a protected class of
applicants or borrowers. We are required to have a fair lending program that is of sufficient scope to
monitor the inherent fair lending risk of the institution and that appropriately remediates issues
which are identified.

Permissible Financial Activities

The Bank conducts certain of its activities through wholly-owned subsidiary companies with
activities limited to “bank eligible” activities that are permissible for a bank to conduct directly.
These include securities brokerage, dealing in U.S. government and municipal securities,
investment advisory, insurance agency, trust company, lending, payment processing and certain
other activities. These subsidiaries are subject to regulation and supervision of the FDIC and DFPI
as well as various other state and federal financial regulators. The Bank also invests in small
business investment companies, low income housing tax credit funds and other companies or funds
that engage in lending or investment activities consistent with the CRA and the public welfare
investment powers of FDIC-insured California state chartered banks, subject to the investment
limits specified under applicable banking laws.

Insured state non-member banks, including us, are also permitted to engage through “financial
subsidiaries” in certain activities which have been determined by the Federal Reserve to be financial
in nature or incidental to financial activity. To engage in such activities, the bank must be well-
managed and the bank and its insured depository institution affiliates must each be well-capitalized
and have received at least a “Satisfactory” rating in its most recent CRA examination. The Bank
must also deduct the aggregate amount of its outstanding equity investment in financial
subsidiaries, including retained earnings, from the bank's capital and assets for purposes of
calculating regulatory capital ratios and must disclose this fact in any published financial
statements. Additionally, the Bank must comply with Sections 23A and 23B of the Federal Reserve
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Act, which place quantitative and qualitative limits on transactions with a depository institution’s
affiliates, including restrictions on extensions of credit to affiliates, and comply with certain
financial and operational standards as though the financial subsidiaries were subsidiaries of a
national bank. At the present time, the Bank has no “financial subsidiaries.”

Volcker Rule

The Dodd-Frank Act prohibits banks and their affiliates from engaging in proprietary trading
and having certain interests in, relationships with or sponsoring hedge funds and private equity
funds, as well as other private funds that are offered within specified exemptions to the Investment
Company Act, known as “covered funds,” subject to certain detailed exemptions. The statutory
provision is commonly called the “Volcker Rule.”

Due to the limited size of our trading assets and liabilities, we have implemented a compliance
program that references requirements of the Volcker Rule and its implementing regulations, but are
not required to report quantitative metrics or otherwise demonstrate compliance with the Volcker
Rule's implementing regulations on an ongoing basis.

In June 2020, the federal banking agencies approved a final rule implementing the proposed
amendments to the Volcker Rule’s “covered fund” provisions with new exclusions from covered fund
status for certain types of investment vehicles, modifications to the eligibility criteria for certain
existing exclusions, and clarification and modification of other provisions governing banking
entities’ investments in and other transactions and relationships involving covered funds. These
amendments became effective on October 1, 2020. First Republic Investment Management, an
SEC-registered investment adviser subsidiary of the Bank, advises a number of entities that are
deemed to be “covered funds” and must comply with the Volcker Rule’s “covered fund” provisions in
its provision of service and interactions with such entities. The amendments to the regulations that
implement the Volcker Rule have not thus far had material impact on our business or operations.

Financial Privacy

Under federal and state statutes and FDIC and SEC regulations, we are limited in our ability to
disclose certain non-public information about consumers to third parties. These statutes and
regulations require notices to consumers of our privacy policies and practices and, in some
circumstances, allow consumers to prevent disclosure of certain personal information to a third
party. These regulations affect how consumer information is transmitted through diversified
financial companies or conveyed to outside vendors. Changes or additions to these regulations,
including those implementing the GLBA, the FCRA, or the CCPA, for example, may resultin
implementation and risk management costs, as well as risk to the Bank. The CCPA, which became
effective on January 1, 2020 and was amended on November 1, 2020 by the California Privacy
Rights Act ballot initiative, gives consumers rights to: request access to personal information we
have collected about them, obtain documentation of whether that information has been sold or
shared with others, seek deletion of their personal information (subject to certain exceptions), opt
out of the sale of their personal information, and not to be discriminated against for exercising
these rights. The CPRA both modified the CCPA substantially through amendments that will take
effect on January 1, 2023, and created the California Privacy Protection Agency, a government
agency with the authority to issue regulations and guidance and to enforce the CCPA. Although the
CPRA expanded the scope of the CCPA, it did not alter the CCPA’'s exemption for financial
institutions with respect to personal information that is protected under the GLBA or FCRA, which
means the CCPA will not apply to our practices with respect to personal information of customers
seeking or obtaining products for personal, family, or household purposes.
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In connection with the regulations governing the privacy of consumer financial information, the
federal banking agencies, including the FDIC, have also adopted guidelines for establishing
information security standards and programs to protect such information under the supervision of
the board of directors.

Restrictions on Dividends and Other Distributions

The power of the board of directors of an insured depository institution to declare a cash
dividend or other distribution with respect to capital is subject to statutory and regulatory
restrictions that limit the amount available for such distribution depending upon earnings, financial
condition and cash needs of the institution, as well as general business conditions. Insured
depository institutions are also prohibited from paying management fees to any controlling persons
or, with certain limited exceptions, making capital distributions, including dividends, if after such
transaction the institution would be less than adequately capitalized.

Under California law, we may not make a distribution to shareholders that exceeds the lesser of
(i) our retained earnings or (ii) our net income for the last three fiscal years, less the amount of any
distributions made during that period. With the Commissioner’s approval, however, we may make a
distribution that does not exceed the greater of (i) our retained earnings, (ii) our net income for our
last fiscal year or (iii) our net income for our current fiscal year. The Commissioner may otherwise
limit our distributions to shareholders if the Commissioner finds that the shareholders’ equity is not
adequate or that such distributions would be unsafe or unsound for us.

The federal banking agencies also have authority to prohibit depository institutions from
engaging in business practices that are considered unsafe or unsound, possibly including payment
of dividends or other payments under certain circumstances even if such payments are not
expressly prohibited by statute.

Itis anticipated that our capital planning and risk management will be considered by the FDIC
in evaluating whether proposed payments of dividends or stock repurchases may be an unsafe or
unsound practice.

Change in Bank Control

Under the CIBCA, a notice must be submitted to the FDIC if any person (including a company),
or group acting in concert, seeks to acquire “control” of us. Control is defined as the power, directly
or indirectly, to direct our management or policies or to vote 25% or more of any class of our
outstanding voting securities. Additionally, a rebuttable presumption of control arises when any
person (including a company), or group acting in concert, seeks to acquire 10% or more, but less
than 25%, of any class of our outstanding voting securities which are publicly traded. When
reviewing a notice under the CIBCA, the FDIC will take into consideration the financial and
managerial resources of the acquirer, the convenience and needs of the communities served by us,
the anti-trust effects of the acquisition and other factors. California law similarly requires prior
approval of the Commissioner of any change in control. Under the BHCA, as amended, any company
that is not an existing bank holding company would be required to obtain prior approval from the
Federal Reserve before it could obtain “control” of us (and thereby become a bank holding
company) within the meaning of the BHCA. Control generally is defined to mean the ownership or
power to vote 25% or more of any class of our voting securities, the ability to control in any manner
the election of a majority of our directors or the ability to exercise a controlling influence over our
management and policies. An existing bank holding company would be required to obtain the
Federal Reserve's prior approval under the BHCA before acquiring more than 5% of any class of our
voting securities.
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Other Regulatory Matters

Insured depository institutions of our size must undergo a full-scope, on-site examination by
their primary federal banking agency at least once every 12 months. The cost of examinations of
insured depository institutions and any affiliates may be assessed by the appropriate federal
banking agency against each institution or affiliate, as it deems necessary or appropriate. As a
result of our current asset size, our regulators, the FDIC and DFPI, utilize a dedicated exam team
throughout the year, as is consistent with their large bank supervision practices.

Regulations require insured depository institutions to adopt written policies establishing
appropriate limits and standards, consistent with such guidelines adopted by the federal banking
agencies, for extensions of credit secured by real estate or made for purposes of financing
permanent improvements to real estate.

The FDIC has also adopted regulations imposing minimum requirements on us with respect to
appraisals obtained in connection with certain real estate related financial transactions. Appraisals
by state-certified or state-licensed appraisers are required for all such transactions unless an
exemption applies. The more common exceptions relate to smaller transactions and transactions
that are not secured by real estate. Appraisals must comply with the FDIC's appraisal standards,
and appraisal reports must be issued in writing.

Competition

As a result of the laws and regulations applicable to us, we may be subject to more stringent
regulatory requirements and supervision than smaller institutions and we may be subject to even
more stringent regulatory requirements as a result of continued growth of the Bank. In addition,
FinTech companies and other non-bank competitors may not be subject to banking regulation, or
may be regulated by a national or state agency that does not have the same regulatory priorities or
supervisory requirements as our regulators. These differences in regulation can impair our ability to
compete effectively with competitors that are less regulated and that do not have similar
compliance costs.

Future Legislation

Congress may enact legislation from time to time that affects the regulation of the financial
services industry, and state legislatures may enact legislation from time to time affecting the
regulation of financial institutions chartered by or operating in those states. Federal and state
regulatory agencies also periodically propose and adopt changes to their regulations or change the
manner in which existing regulations are applied. The substance or impact of pending or future
legislation or regulation, or the application thereof, cannot be predicted, although enactment of the
proposed legislation could impact the regulatory structure under which we operate and may
significantly increase our costs, impede the efficiency of our internal business processes, require us
to increase our regulatory capital and modify our business strategy, and limit our ability to pursue
business opportunities in an efficient manner.

The current presidential administration continues to carry the potential to change the
regulatory structure under which we operate in ways that may be difficult to anticipate and with
effects that may be hard to predict. With control of the White House and both chambers of
Congress, Democrats are now able to set the agenda both legislatively and in the administration.
The turnover of the presidential administration has resulted in changes in the leadership and senior
staffs of the federal banking agencies, CFPB, SEC, and the Treasury Department. In addition, the
Board of the Federal Reserve and the FDIC Board of Directors may experience significant turnover
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within the next year to two years. These changes have affected the manner in which the agencies
have interacted, which is likely to continue over the course of the next one to two years and may
affect the rulemaking, supervision, examination and enforcement priorities and policies of the
agencies. Of note, the agencies have adopted more aggressive enforcement policies in respect of a
range of regulatory compliance matters. The Bank's operations, risk management and compliance
processes may be impacted by the withdrawal or modification of certain regulations pursuant to
these procedural processes.

In the interest of stabilizing the economy and providing additional relief in light of COVID-19,
the current administration could impose new or modified COVID-19 programs and restrictions,
including new forbearance initiatives, place added pressure on state governments to impose more
extensive business and personal activity restrictions, and propose related fiscal and tax measures
and/or revise or create new regulatory requirements that would apply to us, impacting our business,
operations and profitability. Congress may also consider additional relief measures in light of the
spread and impact of new COVID-19 variants.

Available Information

We are subject to the information reporting requirements of the Exchange Act, as administered
and enforced by the FDIC, and we are subject to FDIC rules promulgated thereunder. Consequently,
we file annual, quarterly and current reports, proxy statements and other information with the FDIC,
copies of which are made available to the public over the Internet at https://efr.fdic.gov/fcxweb/
efr/index.html.

We make available, free of charge through our website, our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, definitive proxy statements and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange
Act, as soon as reasonably practicable after such reports are filed with or furnished to the FDIC.
Additionally, we have adopted and posted on our website a code of ethics that applies to our
principal executive officer, principal financial officer and principal accounting officer. Within the
required time period, we will post on our website any amendment to the code of ethics and any
waiver applicable to any executive officer, director or senior financial officer. Our website also
includes our corporate governance guidelines and the charters for our audit committee, our
compensation committee, and our corporate governance and nominating committee. The address
for our website is firstrepublic.com. The information on our website is not incorporated by reference
into this Form 10-K.

You may also request a copy of any of the aforementioned documents at no cost by writing or
by telephoning us at the following address or telephone number:

First Republic Bank
111 Pine Street, 2nd Floor
San Francisco, CA 94111
Attention: Investor Relations
(415) 392-1400
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Item 1A. Risk Factors.

We are subject to a variety of risks, some of which are specific to us and some of which are
inherent to the financial services industry. There are risks, many beyond our control, that could
cause our financial condition, liquidity or results of operations to differ materially from
management’s expectations. This Annual Report on Form 10-K may not describe all of those risks.
Some of the risks that may affect us are described below. Any of the risks described below, by itself
or together with one or more other factors, may materially and adversely affect our business, results
of operations, liquidity or financial condition or the market price or liquidity of our common stock.
The risks presented below are not the only risks that we face. Additional risks that we do not
presently know or that we currently deem immaterial may also materially and adversely affect our
business, results of operations, liquidity or financial condition or the market price or liquidity of our
common stock. Further, to the extent that any of the information contained in this Annual Report on
Form 10-K constitutes forward-looking statements, the risk factors below also are cautionary
Sstatements identifying important factors that could cause actual results to differ materially from
those expressed in any such forward-looking statements. See “Information Regarding Forward-
Looking Statements” on page 5.

Risk Factor Summary

Credit Risk

* The markets in which we operate are subject to the risk of earthquakes and other natural
disasters, which could negatively affect real estate property values and our operations.

* We must maintain and follow high underwriting standards to grow safely.

« Our operations and clients are concentrated in the United States’ largest metropolitan areas,
which could be the target of terrorist attacks, which may disrupt our operations and our clients
businesses and negatively affect real estate property values.

* Our loan portfolio is concentrated in single family residential mortgage loans, including
non-conforming, adjustable-rate, initial interest-only period and jumbo mortgages.

* Weakness in the commercial real estate and construction markets could adversely affect our
performance.

* We have increased our lending to businesses and have expanded our unsecured lending, and
these loans expose us to greater risk than mortgages.

« We may be adversely affected by the soundness of other financial institutions.

« Climate risk could adversely affect our business and clients and damage our reputation.

Market and Interest Rate Risk

» Our business may be adversely affected by conditions in the financial markets and economic
conditions generally as well as economic conditions in the markets in which we operate.

+ We are subject to interest rate risk and fluctuations in interest rates may negatively impact our net
interest income.

* Our wealth management business may be negatively impacted by changes in economic and
market conditions, and clients have sought and may continue to seek legal remedies for
investment performance.

« Downgrades of the U.S. government’s credit rating could have a material adverse effect on our
business, financial condition and liquidity.

* Our loan portfolio possesses increased risk due to our level of adjustable-rate loans.

» We may not be able to sell loans in the secondary market, which may adversely impact our ability to
manage our growth.

1

Strategic Risk

* We face significant competition to attract and retain banking clients.

+ We face significant competition to attract and retain wealth management clients.

» Our ability to maintain, attract and retain client relationships is highly dependent on our reputation
and damage to our reputation could also impair the confidence of our employees, counterparties,
business partners and investors.

35



Leadership transitions and our ability to attract and retain key personnel could adversely affect
our business.

We may not be able to manage our growth successfully.

We face competition with respect to our deposits. The inability to maintain or grow our deposits
could force us to use more expensive and less stable sources of funding.

Adverse changes in the ratings for our long-term debt or preferred stock could have a material
adverse effect on our business, financial condition and liquidity and may increase our funding
costs or impair our ability to effectively compete for business and clients.

We may take actions to maintain client satisfaction that result in losses or reduced earnings.
We may be adversely affected by risks associated with completed and potential acquisitions.

Operational and Technology Risk

Our operations could be interrupted if our third-party service providers experience financial
difficulty, terminate their services or fail to comply with banking regulations.

We face risks related to the ability of our information technology systems to support our existing
operations and future growth.

The network and computer systems on which we depend could fail or experience a security breach.
We may be adversely affected by disruptions to our network and computer systems or to those of
our service providers as a result of denial-of-service or other cyber attacks.

We are subject to certain operational risks, including fraud by employees and third parties and
data processing system failures and errors.

We rely on the accuracy and completeness of information about our clients and counterparties.
The systems and models we employ to analyze, monitor and mitigate risks, as well as for other
business purposes, are inherently limited, may not be effective in all cases and, in any case,
cannot eliminate all risks that we face.

Failure to properly manage and aggregate data may result in our inability to manage risk and
business needs and inaccurate financial, regulatory and operational reporting.

Liquidity Risk

We are subject to liquidity risk, which could impair our ability to fund various obligations.

Financial Reporting Risk

Our financial results depend on management’s selection of accounting methods and certain
assumptions and estimates.

Our ACL on loans, unfunded loan commitments, and held-to-maturity debt securities may be
inadequate.

If we fail to maintain internal controls over financial reporting, we may not be able to accurately
report our financial results, which could harm our reputation and have a negative effect on the
price of our common stock.

The value of our goodwill and other intangible assets may decline in the future.

Legal and Regulatory Risk

The banking industry is highly regulated, and legislative or regulatory actions taken now or in the
future may have a significant adverse effect on our operations, including increased legal and
compliance costs.

The investment management and brokerage businesses are highly regulated.

We are subject to stringent capital requirements, which impact our ability to conduct business.
We may become subject to more stringent liquidity requirements, which could adversely impact
our operations and future growth.

Differences in regulation can affect our ability to compete effectively.

Reforms of Fannie Mae and Freddie Mac and the FHLBs could reduce demand for residential
mortgage loans, limit our ability to sell residential mortgage loans in the secondary market and
affect our funding sources.

We could be held responsible for environmental liabilities of properties acquired through foreclosure.
We are subject to legal and litigation risk, which may adversely impact our operations, reputation
and financial condition.
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* Tax regulations could be subject to potential legislative, administrative or judicial changes or
interpretations.

* The transition away from LIBOR and other reference rates may adversely affect our business.

* Regulation of incentive compensation under the Dodd-Frank Act may adversely affect our ability
to retain our key employees.

» The ability-to-repay requirement for residential mortgage loans may limit our ability to sell or
securitize certain of our mortgage loans and give borrowers potential claims against us.

* Increasesin FDIC insurance premiums may adversely affect our earnings.

* Changes in consumer privacy laws, such as in California, or any non-compliance with such laws,
could adversely affect our business, financial condition and results of operations.

Risk Related to the COVID-19 Pandemic

+ COVID-19 has caused substantial disruptions to the domestic and global economy, and the
communities we serve, which may have an adverse effect on our business, financial position
and results of operations.

Credit Risk

The markets in which we operate are subject to the risk of earthquakes and other natural
disasters, which could negatively affect real estate property values and our operations.

A significant number of our properties, and real estate properties currently securing loans
made by us and our borrowers in general, are located in California. California has had and will
continue to have major earthquakes in many areas, including the San Francisco Bay Area, where a
significant portion of the collateral and assets of our borrowers is concentrated, and the
Southern California coastal regions.

Our markets are also prone to drought, wildfires, mudslides, floods, hurricanes and other
natural disasters, the frequency and severity of which have increased in recent years and may be
impacted by climate change. Our properties and the collateral and assets of our borrowers may
not be insured or may be underinsured against such occurrences. Borrowers are not required to
and may not insure for these hazards other than flood, wind and fire damage. In addition to
possibly sustaining damage to our premises and disruption of our operations, if there is a major
natural disaster in California or elsewhere in our markets, we will face the risk that many of our
borrowers may experience uninsured property losses or sustained job interruption or loss that
may materially impair their ability to meet the terms of their loan obligations. In addition, such
events may have other adverse impacts on economic conditions in our markets that are difficult
to predict. A major earthquake, drought, wildfire, mudslide, flood, hurricane or other natural
disaster in our California markets or our other markets could materially and adversely affect our
business, results of operations or financial condition.

We must maintain and follow high underwriting standards to grow safely.

Our ability to grow our assets safely depends on maintaining disciplined and prudent
underwriting standards and ensuring that our relationship managers and business bankers follow
those standards. The weakening of these standards for any reason, such as to seek higher yielding
loans, or a lack of discipline or diligence by our employees in underwriting and monitoring loans,
may result in loan defaults, foreclosures and additional charge-offs and may necessitate that we
significantly increase our ACL on loans, each of which could adversely affect our netincome. As a
result, our business, results of operations or financial condition could be adversely affected.

Our operations and clients are concentrated in the United States’ largest metropolitan areas,
which could be the target of terrorist attacks, which may disrupt our operations and our clients’
businesses and negatively affect real estate property values.

The vast majority of our operations and our clients, as well as the properties securing our real
estate loans outstanding are located in the San Francisco Bay Area and the New York City, Los
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Angeles, and Boston metropolitan areas. These areas have been and may continue to be the
target of terrorist attacks. A successful, major terrorist attack in one of these areas could severely
disrupt our operations and the ability of our clients to do business with us and cause losses to
loans secured by properties in these areas. Such an attack would therefore adversely affect our
business, results of operations or financial condition.

Our loan portfolio is concentrated in single family residential mortgage loans, including
non-conforming, adjustable-rate, initial interest-only period and jumbo mortgages.

Our single family mortgage loans, including loans held for sale, represent over half of our total
loan portfolio. Single family mortgage loans primarily consist of hybrid ARMs that will adjust within
one to tenyears in the future, as well as loans that are currently adjustable rate. Any increase in
prevailing market interest rates may result in increased payments for borrowers who have ARMs,
which may increase the possibility of defaults. In addition, a substantial portion of single family
mortgage loans have an initial interest-only period of generally ten years. When an interest-only
loan converts to fully-amortizing status, monthly payments are subject to change and may increase
by a substantial amount. Even without an increase in prevailing market interest rates, borrowers
may not be able to afford the increased monthly payments, which may result in higher loan
delinquency levels. In addition, real estate values may decline and credit standards may tighten in
concert with the higher payment requirements, which may make it difficult for borrowers to sell
their homes or refinance their loans to pay off their mortgage obligations. As a result, interest-only
loans are considered to have an increased risk of delinquency, default and foreclosure than
conforming loans and may result in higher levels of realized losses. Furthermore, a substantial
portion of our single family loans are jumbo loans (over $822,375 in size). The secondary market for
jumbo mortgages has historically been less liquid compared to conforming loans, which could
impact the amount of loans that we sell in the secondary market. All of these factors related to our
single family mortgages could, consequently, adversely affect our business, results of operations or
financial condition.

Weakness in the commercial real estate and construction markets could adversely affect our
performance.

QOur loan portfolio includes commercial real estate loans and loans for the construction and
ownership of other types of properties other than owner-occupied single family homes. The
factors that impact the valuation of these loans, and the valuation of the underlying commercial
real estate or undeveloped land, are more complicated than the valuation of single family
mortgage loans. Commercial real estate loans and loans secured by undeveloped land also tend
to have shorter maturities than residential mortgage loans and usually are not fully amortizing,
meaning that they may have a significant principal balance or “balloon” payments due on
maturity. In addition, commercial real estate properties, particularly industrial and warehouse
properties, are generally subject to relatively greater environmental risks than noncommercial
properties and to the corresponding burdens and costs of compliance with environmental laws
and regulations. Also, there may be costs and delays involved in enforcing rights of a property
owner against commercial tenants in default under the terms of their leases. For example,
tenants may seek the protection of bankruptcy laws, which could result in termination of lease
contracts.

The borrower's ability to repay a commercial real estate loan depends on leasing to tenants through
the life of the loan or the borrower's successful operation of a business. Weak economic conditions may
impair a borrower’s business operations and typically slow the execution of new leases. Such economic
conditions may also lead to greater existing lease turnover. Increased vacancies could result in rents
falling further over the next several quarters. The combination of these factors could result in further
deterioration in the fundamentals underlying the stability of the commercial real estate market and
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result in the deterioration in value of some of our loans. Any such deterioration could adversely affect the
ability of our borrowers to repay the amounts due under their loans. As a result, our business, results of
operations or financial condition may be adversely affected.

In the case of construction loans, borrowers face the additional risks that construction may
take longer or be more expensive than expected, and that when completed, the value of the
property, and therefore rents or sale proceeds, may be less than expected. Any of these
circumstances could significantly impair borrowers’ cash flows and their ability to repay the
amounts due under their loans, and, as a result, our business, results of operations or financial
condition may be adversely affected.

We have increased our lending to businesses and have expanded our unsecured lending, and
these loans expose us to greater risk than mortgages.

In the past several years, we have expanded our lending to businesses, including capital call
lines of credit, tax-exempt, and other business lending. Business loans inherently have more risk of
loss than real estate secured loans, in part because business loans may be larger or more complex
to underwrite than mortgages, some of the loans or portions thereof may be unsecured, and the
value of any collateral may be severely impacted by the performance of the business. In addition,
our unsecured loans, which include household debt refinance loans consisting of term loans and
personal lines of credit, and other unsecured lines of credit, have also increased over the past
several years. If a decline in economic conditions or other issues cause difficulties for our business
or unsecured borrowers or we fail to evaluate the credit of the loan accurately when we underwrite
the loan, it could result in delinquencies or defaults and a material adverse effect on our business,
results of operations or financial condition.

We may be adversely affected by the soundness of other financial institutions.

As a result of trading, clearing or other relationships, we have exposure to many different
counterparties and routinely execute transactions with counterparties in the financial services
industry, including commercial banks, brokers, dealers and investment banks. Many of these
transactions expose us to credit risk in the event of a default by a counterparty. Even the perceived
lack of creditworthiness of, or questions about, a counterparty may lead to marketwide liquidity
problems and losses or defaults by various institutions. This systemic risk may adversely affect
financial intermediaries, such as clearing agencies, banks and exchanges with which we interact on
a daily basis, or key funding providers. In addition, the criteria for and manner of governmental
support of financial institutions and other economically important sectors remain uncertain and
may change over time. Further, the consolidation of financial services firms and the failures of other
financial institutions has in the past, and may in the future, increase the concentration of, or
otherwise affect the nature of, our counterparty risk. Our credit risk may also be exacerbated when
the collateral we hold cannot be realized upon or is liquidated at prices not sufficient to recover the
full amount of the credit or derivative exposure due to us. Any such losses could have a material
adverse effect on our business, results of operations or financial condition.

Climate risk could adversely affect our business and clients and damage our reputation.

Concerns regarding climate risk may lead to further governmental efforts to mitigate those
risks, as well as changes in behavior and preferences by consumers and businesses. New
governmental regulations or guidance relating to climate risk, as well as the perspectives of
regulators, shareholders, employees and other stakeholders, may affect our product and service
offerings. Federal and state banking regulators and supervisory authorities, shareholders and other
stakeholders have increasingly viewed financial institutions such as us as playing an important role
in helping to address risks related to climate change, both directly and with respect to their clients,
which may resultin increased pressure regarding the disclosure and management of climate risks
and related lending and advisory activities. We may also become subject to new or heightened
regulatory requirements related to climate change, such as requirements relating to operational
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resiliency or stress testing for various climate stress scenarios. Any new or heightened
requirements could result in increased regulatory compliance or other costs or higher capital
requirements.

The effects of climate change, including the transition to a less carbon-dependent economy,
may have a negative impact on the financial condition or operations of our clients and
counterparties, which may decrease revenues from those clients and counterparties and increase
the credit risk associated with loans and other credit exposures to those clients and counterparties.
We have made commitments to offset certain emissions, purchase renewable energy and restrict
lending to certain environmentally sensitive industries. Our efforts to meet these commitments
could strain our resources, put us at a disadvantage to our competitors, or otherwise adversely
affect our business. Additionally, our reputation may be damaged as a result of our or our clients’
involvement in certain activities or industries associated with climate change, as well as any
decisions we make to continue or conduct or change our activities in response to considerations
relating to climate change. If we are unable to achieve our objectives or commitments relating to
climate change or our response to climate change is perceived to be ineffective or insufficient, our
business and reputation may suffer. Climate change may also impact the broader economy,
including through disruptions to supply chains, and cause more extreme weather events that
disrupt our operations, which may negatively affect our ability to service and interact with our
clients. As a result, our business, results of operations or financial condition may be adversely
affected.

The risks associated with, and the perspective of regulators, shareholders, employees and
other stakeholders regarding climate change are continuing to evolve rapidly, which can make it
difficult to assess the ultimate impact on us of climate change-related risks and uncertainties, and
we expect that climate change-related risks will increase over time.

Market and Interest Rate Risk

Our business may be adversely affected by conditions in the financial markets and economic
conditions generally as well as economic conditions in the markets in which we operate.

Our financial performance generally, and in particular, the ability of borrowers to pay interest
on and repay the principal of outstanding loans and the value of collateral securing those loans, as
well as demand for loans and other products and services we offer and whose success we rely on to
drive our future growth, is highly dependent on the business environment in the markets in which
we operate and in the United States as a whole.

Some elements of the business environment that affect our financial performance include
short-term and long-term interest rates, the prevailing yield curve, inflation, consumer spending,
employment levels, home prices, bankruptcies, U.S. fiscal and monetary policies, fluctuations in the
debt and equity capital markets, state and local regulations, and the strength of the domestic
economy and the local economies in the markets in which we operate. Our operations are
concentrated geographically in California, particularly the San Francisco Bay Area, and the New
York City and Boston metropolitan areas. Adverse changes in economic conditions in these areas,
including as a result of the unfavorable impacts of state and local regulation or population shifts out
of these areas, can have a significant impact on the demand for our products and services, our
loans and wealth management business. Unfavorable market conditions can resultin a
deterioration of the credit quality of borrowers, adverse changes in payment patterns, an increase
in the number of loan delinquencies, defaults and charge-offs, additional provisions for credit
losses, declines in credit usage, adverse asset values and a reduction in AUM or AUA.

The majority of our loan portfolio is secured by real estate, and is concentrated in California in
general and the San Francisco Bay Area in particular. A decline in real estate values can negatively
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impact our ability to recover our investment should the borrower become delinquent. Loans secured
by stock or other collateral may be adversely impacted by a downturn in the economy and other
factors that could reduce the recoverability of our investment. Unsecured loans are dependent on
the solvency of the borrower, which can deteriorate, leaving us with a risk of loss.

Difficult market conditions may impact the process we use to estimate losses inherent in our
credit exposure. The process requires difficult, subjective, and complex judgments, including
forecasts of economic conditions and how these economic predictions might impair the ability of
our borrowers to repay their loans, and in difficult market conditions it may no longer be capable of
accurate estimation thereby impacting its reliability.

Unfavorable or uncertain economic and market conditions can be caused by declines in
economic growth, business activity or investor or business confidence, limitations on the availability
of orincreases in the cost of credit and capital, increases in inflation or interest rates, high
unemployment, natural disasters, state or local government insolvency, or a combination of these or
other factors. Economic slowdown and instability outside of the United States, including as a result
of the current or anticipated impact of military conflicts, such as the conflict between Russia and
Ukraine, terrorism or other geopolitical events, may adversely affect economic and market
conditions in the United States.

Uncertainty about federal fiscal policymaking, the medium and long-term fiscal outlook of the
federal government, future tax rate legislation and employment costs is a concern for businesses,
consumers and investors in the United States. Any unfavorable changes in the general business
environment in which we operate, or in the United States as a whole or abroad, could adversely
affect our business, results of operations or financial condition.

We are subject to interest rate risk and fluctuations in interest rates may negatively impact our
net interest income.

Fluctuations in interest rates may negatively impact our banking business. Our primary source
of income from operations is net interest income, which is the difference between the interest
income received on interest-earning assets (primarily loans and investment securities) and the
interest expense incurred on interest-bearing liabilities (usually deposits and borrowings). The level
of netinterestincome is primarily a function of the average balance of interest-earning assets, the
average balance of interest-bearing liabilities and the spread between the yield on such assets and
the cost of such liabilities during a given period. These factors are influenced by the volume, pricing
and mix of both interest-earning assets and interest-bearing liabilities which, in turn, may be
impacted by external factors such as the local economy, client demand and product preferences,
competition for loans and deposits, the monetary policy of the FOMC and market interest rates.
Conditions such as inflation, deflation, recession, unemployment, money supply, or other factors
beyond our control may also affect interest rates. The timing, pace, and methods of monetary
stimulus withdrawal by the FOMC can meaningfully impact the interest rate environment, which
may affect our netinterest income and net interest margin.

The rate paid on a portion of our deposits and short-term borrowings may be influenced by
short-term interest rates, the level of which is driven primarily by the FOMC's monetary policy
actions and levels of liquidity in markets. However, the yields generated by certain loans and
securities may also be driven by medium- and longer-term interest rates, which are set by the
market and at times, influenced by FOMC's actions. The level of net interest income is therefore
influenced by movements in such interest rates and the pace at which such movements occur. If
the interest rates on our interest-bearing liabilities increase faster than the interest rates on our
interest-earning assets, our net interest income may decline and with it, a decline in our earnings
may occur. Conversely, the yield the Bank earns on assets could fall faster or further than the Bank’s
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ability to lower rates paid on deposits or borrowings. Various assets and liabilities may also reset to
different indices, which may not always move in the same direction or to the same degree (basis
risk). Financial instruments with embedded optionality or prepayment risk may further impact net
interest income. As a result, our business, results of operations or financial condition may be
adversely affected, perhaps materially.

In addition, customers may move money from bank deposits into investments, such as equity
markets, federal government and corporate securities, or other investment vehicles that provide
higher rates of return than financial institution deposits. This may cause the Bank to lose some of its
main source of low cost funding. Customers may also move noninterest-bearing deposits into
interest-bearing accounts, thus increasing overall deposit costs. Higher funding costs may reduce
the Bank's netinterest margin and netinterest income.

Furthermore, our securities portfolio includes long-term municipal bonds with fixed interest
rates. The yields on these bonds do not change with prevailing interest rates. In a rising rate
environment, the prices of such securities would likely decline, which may result in unrealized
losses for the Bank. Inversely, in a falling rate environment, we may not realize the full benefit of
price increases for bonds with embedded optionality. However, most of our long-term municipal
bonds are held-to-maturity.

Changes in interest rates can also affect the slope of the yield curve and consequently impact our
net interest margin. In general, a negative parallel shift in the yield curve or prolonged periods with a
flatter or inverted yield curve could cause our net interest income and net interest margin to contract.
Changes in the yield curve may also adversely affect the duration and expected cash flows of certain
callable investment securities or loans by increasing call option exercise or prepayment risks.

Anincrease in interest rates on loans could also have a negative impact on our results of
operations by reducing the ability of borrowers to make payments under adjustable-rate loan
obligations. These circumstances could not only result in increased loan defaults, foreclosures and
charge-offs, but also necessitate further increases to the ACL, which may materially and adversely
affect our business, results of operations or financial condition. In addition, a decrease in interest
rates on loans may result in loans in the servicing portfolio repaying more rapidly, which could result
in impairments of MSAs and decreases in servicing income.

Our wealth management business may be negatively impacted by changes in economic and
market conditions, and clients have sought and may continue to seek legal remedies for
investment performance.

Our wealth management business may be negatively impacted by changes in general economic
and market conditions because the performance of such business is directly affected by conditions
in the financial and securities markets.

The financial markets and businesses operating in the securities industry are highly volatile
(meaning that performance results can vary greatly within short periods of time) and are directly
affected by, among other factors, domestic and foreign economic conditions, general trends in
business and finance, and changes to the securities laws and regulations, all of which are beyond
our control. We cannot guarantee that broad market performance will be favorable in the future.
Declines in the financial markets or a lack of sustained growth may result in declines in the
performance of our wealth management business and the level of AUM or AUA.

The investment advisory contracts of FRIM, our investment advisory subsidiary, generally
provide for fees payable for investment advisory services based on the market value of AUM.
Because most contracts provide for fees based on the market values of securities, declines in
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securities prices may reduce our wealth management fees and have an adverse effect on our
business, results of operations or financial condition.

Market volatility and/or weak economic conditions may further affect investment preferences,
trading activities, and savings patterns, which impact demand for certain products and services
that we provide. In addition, following periods of volatile or declining market conditions, investment
advisory or brokerage clients may seek legal remedies for investment performance. We may be
required to defend against lawsuits involving our broker-dealer and investment management
subsidiaries arising from clients’ investment losses. These types of lawsuits may result in significant
legal expenses or other costs that may not be covered by insurance. We may also face reputational
risks with regard to such suits which could impair our ability to effectively compete to attract and
retain clients. As a result, any such current or future lawsuits could adversely affect our business,
results of operations or financial condition.

Downgrades of the U.S. government’s credit rating could have a material adverse effect on our
business, financial condition and liquidity.

Future uncertainty over U.S. fiscal policy could result in a downgrade or a reduction in the
outlook of the U.S. long-term sovereign credit rating by one or more credit ratings agencies. Any
downgrade, or perceived future downgrade, in the U.S. sovereign credit rating or outlook could
adversely affect global financial markets and economic conditions. Prices of U.S. Treasury
securities and debt securities issued by Fannie Mae, Freddie Mac and other government-sponsored
or government-related entities may be adversely affected by past or future credit rating
downgrades. Further, the FHLBs, Fannie Mae and Freddie Mac may face higher costs of capital that
could reduce their lending and secondary mortgage market activities, respectively, or increase the
cost of any future advances which we may borrow from the Federal Home Loan Bank of San
Francisco. As a member of the Federal Home Loan Bank of San Francisco, we are required to
maintain stock ownership at least equal to 2.7% of outstanding advances. Negative credit rating
actions with respect to U.S. government obligations may have unpredictable impacts on financial
markets and economic conditions in the United States and abroad, which could in turn have a
material adverse effect on our business, results of operations, financial condition or liquidity.

Our loan portfolio possesses increased risk due to our level of adjustable-rate loans.

Our loan portfolio primarily consists of adjustable-rate loans. Any rise in prevailing market
interest rates may result in increased payments for some borrowers who have adjustable-rate loans,
increasing the possibility of defaults. This could have an adverse effect on our business, results of
operations or financial condition.

We may not be able to sell loans in the secondary market, which may adversely impact our ability
to manage our growth.

We sell a portion of our loans that we originate in the secondary market. If secondary mortgage
market conditions were to deteriorate in the future and we cannot sell loans at our desired levels,
our loan origination volume may be limited. As a result, our ability to create new relationships and
manage our growth, as well as our revenue from loan sales and servicing, would be limited, and our
business, results of operations or financial condition may be adversely affected.

Strategic Risk
We face significant competition to attract and retain banking clients.

We operate in the highly competitive banking industry and face significant competition for
banking clients from other banks and financial institutions located both within and beyond our
principal markets. We compete with commercial banks, mortgage companies, insurance
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companies, credit unions, non-bank financial services companies, money market funds, brokerage
firms and other financial institutions operating within or near the areas we serve, particularly
service-focused community banking institutions that target the same clients we do. We also face
competition for home loans from large, nationwide banks and for deposits from nationwide and
regional banks specializing in private banking. Additionally, we compete with companies that solicit
loans and deposits or offer asset management services in our principal markets or over the Internet.

Many of our non-bank competitors are not subject to the same extensive regulations that
govern our activities and may have greater flexibility in competing for business. Many of our
competitors are also larger and have significantly more resources, greater name recognition and
larger market shares than we do, enabling them to maintain more banking locations, mount
extensive promotional and advertising campaigns, be more aggressive than we are in competing for
loans and deposits, and offer additional products and services. Certain of our similarly sized
competitors may be acquired by larger institutions, thus giving them certain incremental
competitive advantages. We expect competition to continue to intensify due to the continuing
consolidation of many financial institutions. The financial services industry could become even
more competitive as a result of legislative, regulatory and technological changes. Additionally, some
of our current commercial banking clients may seek alternative banking sources as they develop
needs for credit facilities larger than we may be able to accommodate.

In addition, technology has lowered barriers to entry and made it possible for non-banks to offer
products and services traditionally provided by banks, such as automatic transfer and automatic
payment systems. In addition, we compete with other alternative lenders, including “marketplace”
lenders, peer-to-peer lenders, and other FinTech lenders. Our ability to compete successfully will
depend on a number of factors, including, among other things:

* Our ability to build and maintain long-term client relationships while ensuring safe and
sound banking practices;

« The scope, relevance and pricing of products and services offered to meet client needs and
demands;

*  Theregulatory environment for FinTech lenders as compared to traditional banks;
» Our ability to attract, retain and develop key personnel,

* Our ability to respond to rapid technological change;

* Client satisfaction with our products and services; and

* Industry and general economic trends.

Our failure to perform or weakness in any of these areas could significantly and negatively
impact our competitive position, which could adversely affect our growth and profitability, which, in
turn, could have a material adverse effect on our business, results of operations or financial
condition. See “ltem 1. Business—Competition.”

We face significant competition to attract and retain wealth management clients.

We face significant competition to attract and retain wealth management clients primarily
from commercial banks, trust companies, mutual funds, investment advisory firms, brokerage firms,
investment companies, insurance companies, and other financial services companies. We also
compete with private equity firms, venture capital firms, hedge funds and other alternative
investment firms, and Internet-based companies. Competition is especially keen in our principal
markets because numerous well-established and successful investment advisory and brokerage
firms exist throughout each of the markets in which we operate. In addition, the Bank faces
increased competition from firms offering lower-priced investment products and services, including
automated investment management services and index funds. Our ability to successfully attract
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and retain wealth management clients will depend on, among other things, our ability to compete
with our competitors’ scope and quality of investment products and services offered, level of
investment performance, price, client services, marketing and distribution capabilities. In addition,
our ability to retain wealth management clients may be impaired by the fact that investment
advisory and brokerage contracts are typically terminable at will. Most of our clients may withdraw
funds from accounts under management or administration at their discretion or close accounts at
any time for any reason, including the performance of the investment account, a change in an
investment strategy, change in investment advisor or any other reason in their discretion. If we
cannot effectively compete to attract and retain clients, our business, results of operations or
financial condition may be adversely affected.

The profitability of our wealth management business could be impacted by investments in
acquiring assets and key personnel and the costs of maintaining and improving a business platform
that can support a substantial asset base. Profitability in this area is also a function of the
incurrence of legal and compliance costs and the management of lower-margin assets, such as
sub-advisory, brokerage, money market and custody assets that support our overall client service
and relationship model. Further increased costs in our wealth management business could
materially and adversely affect our business, results of operations or financial condition.

Our wealth management business is highly dependent on investment managers and wealth
advisors to produce investment returns and to solicit and retain clients. The market for investment
managers and wealth advisors is extremely competitive and is increasingly characterized by
frequent movement of such persons among different firms. In addition, our individual investment
managers and wealth advisors often have regular direct contact with particular clients, which can
lead to a strong client relationship based on the client’s trust in the individual manager or advisor.
The loss of a key investment manager or wealth advisor could jeopardize our relationships with our
clients and lead to the loss of client accounts. Losses of such accounts could materially and
adversely affect our results of operations or financial condition.

Our ability to maintain, attract and retain client relationships is highly dependent on our
reputation and damage to our reputation could also impair the confidence of our employees,
counterparties, business partners and investors.

Our clients rely on us to deliver superior, highly personalized financial services with the highest
standards of ethics, performance, professionalism and compliance. A significant source of new
clients has been, and we expect will continue to be, the reputation we maintain and the
recommendations of satisfied clients. Damage to our reputation could undermine the confidence of
our current and potential clients in our ability to provide financial services. Such damage could also
impair the confidence of our employees, counterparties, business partners and investors, may
adversely affect our business, results of operations or financial condition and expose us to litigation
and regulatory action.

Maintenance of our reputation depends not only on our success in maintaining our service-
focused culture and controlling and mitigating our various risk exposures, including those described
in this Annual Report on Form 10-K. In addition, negative public opinion may result from actual or
alleged issues in areas such as potential conflicts of interest, AML, lending and loan servicing
practices, client personal information, cybersecurity and privacy issues, record-keeping,
discriminating or harassing behavior, compensation or sales practices, environmental, social and
governance practices and disclosures, legal and regulatory compliance, and actions taken by
government regulators, community organizations, and social and environmental activists in
response thereto. Adverse or misleading publicity or information distributed on social media
websites or other media, whether or not factually correct, may also harm our reputation, which may
adversely affect our business, results of operations or financial condition.
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Maintaining our reputation also depends on our ability to successfully prevent third-parties
from infringing on the “First Republic” brand and associated trademarks. Defense of our reputation
and our trademarks, including through litigation, could result in costs adversely affecting our
business, results of operations or financial condition.

Leadership transitions and our ability to attract and retain key personnel could adversely affect
our business.

Mr. James H. Herbert, II, our Co-Chief Executive Officer, has significant involvement and
experience with our operations, having been our founding CEO and having led First Republic since
it was founded in 1985. In December 2021, we announced that Mr. Herbert would take a medical
leave of absence for a period expected to be six months, which began on January 1, 2022. We
further announced that the Board appointed Michael J. Roffler to the positions of President, Acting
Co-CEO and Board member, effective January 1, 2022, and in addition, that the Board has retained
an executive recruiting firm to lead the search for the Bank's next CEQ. The loss of Mr. Herbert,
either during his leave of absence or following such time period, or our inability to locate a qualified
successor or implement a smooth transition could have an adverse effect on our business, results of
operations or financial condition. Leadership changes often create uncertainty among investors,
employees, business partners and other stakeholders of the Bank concerning an organization’s
future and performance. Our new CEOQO, especially if a candidate external to the Bank is selected,
may take time to integrate into our organization and change our corporate culture and direction.
Although we have been successful in hiring and promoting experienced professionals on our
management team, we need to continue to develop and retain senior management and have the
ability to attract qualified individuals to succeed existing key personnel, including for the CEO
position, to ensure the continued growth and successful operation of our business.

In addition, because we specialize in providing relationship-based banking and wealth
management services, we need to continue to attract and retain qualified private banking
personnel and wealth managers to expand. Competition for such personnel can be intense, and we
may not be able to hire or retain such personnel. The loss of the services of any senior management
personnel, relationship managers or wealth managers, or the inability to recruit and retain qualified
personnel in the future, including to succeed key personnel, could have an adverse effect on our
business, results of operations or financial condition. Additionally, to attract and retain personnel
with appropriate skills and knowledge to support our business or succeed key personnel, we may
offer a variety of benefits which may reduce our earnings or adversely affect our business, results of
operations or financial condition.

We may not be able to manage our growth successfully.

We seek to grow safely and consistently. Successful and safe growth requires that we follow
adequate loan underwriting standards, balance loan, investment portfolio and deposit growth
without increasing interest rate risk or compressing our net interest margin, maintain satisfactory
regulatory capital at all times, raise capital in advance of growth, scale our operations and systems
to support our growth, employ an effective risk management framework and hire and retain
qgualified employees. Growth may place significant demands on our operations and management. If
we do not manage our growth successfully, then our business, results of operations or financial
condition may be adversely affected. New offices that we open in connection with our growth may
not be successful or otherwise satisfy expectations, and any plans to open new offices may change.

We face competition with respect to our deposits. The inability to maintain or grow our deposits
could force us to use more expensive and less stable sources of funding.

Deposits provide us with a stable, low-cost source of funding. We face significant competition
from other financial institutions with respect to deposit accounts. Most deposit accounts do not

46



have significant restrictions on withdrawal, and clients can generally withdraw some or all of the
funds in their accounts with us upon little or no notice.

If we need to offer higher interest rates to maintain current clients or attract new clients, our
interest expense on deposits will increase, perhaps materially, and there is no guarantee that we
may be able to offer high enough interest rates to maintain current clients or attract new clients. An
outflow of deposits because clients seek investments with higher yields or greater financial
stability, prefer to do business with our competitors, or for other reasons could force us to rely more
heavily on borrowings and other sources of funding to fund our business and meet withdrawal
demands, adversely affecting our net interest margin. We may also be forced, as a result of any
outflow of deposits, to rely more heavily on equity to fund our business, resulting in greater dilution
of our existing shareholders. The occurrence of any of these events could materially and adversely
affect our business, results of operations or financial condition.

Adverse changes in the ratings for our long-term debt or preferred stock could have a material
adverse effect on our business, financial condition and liquidity and may increase our funding
costs or impair our ability to effectively compete for business and clients.

The major rating agencies regularly evaluate us and their ratings of our long-term debt and
preferred stock based on a number of factors, including our financial strength and conditions
affecting the financial services industry generally. In general, rating agencies base their ratings on
many quantitative and qualitative factors, including capital adequacy, liquidity, asset quality,
business mix and level and quality of earnings, and we may not be able to maintain our current
credit ratings and preferred stock ratings. Our ratings remain subject to change at any time, and it
is possible that any rating agency will take action to downgrade us in the future.

The ratings for our debt securities and preferred stock impact our ability to obtain funding.
Reductions in any of the ratings for our debt securities or preferred stock could adversely affect our
ability to borrow funds and raise capital. Downgrades in our ratings could trigger additional
collateral or funding obligations, which may adversely impact our liquidity. Therefore, any negative
credit rating actions could have a material adverse effect on our business, results of operations,
financial condition or liquidity.

Furthermore, our clients and counterparties may be sensitive to the risks posed by a downgrade
to our ratings and may terminate their relationships with us, may be less likely to engage in
transactions with us, or may only engage in transactions with us at a substantially higher cost. We
cannot predict the extent to which client relationships or opportunities for future relationships
could be adversely affected due to a downgrade in our ratings. The inability to retain clients or to
effectively compete for new business may have a material and adverse effect on our business,
results of operations or financial condition.

Additionally, rating agencies themselves have been subject to scrutiny arising from the
financial crisis. As a result, or for unrelated reasons, the rating agencies may make or may be
required to make substantial changes to their ratings policies and practices. Such changes may,
among other things, adversely affect the ratings of our securities or other securities in which we
have an economic interest.

We may take actions to maintain client satisfaction that result in losses or reduced earnings.

We may find it necessary to take actions or incur expenses in order to maintain client satisfaction
even though we are not required to do so by law. The risk that we will need to take such actions and
incur the resulting losses or reductions in earnings is greater in periods when financial markets and
the broader economy are performing poorly or are particularly volatile. As a result, such actions may
adversely affect our business, results of conditions, or financial condition perhaps materially.
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We may be adversely affected by risks associated with completed and potential acquisitions.

We plan to continue to grow our business organically, although, from time to time, we may
consider potential acquisition opportunities that we believe complement our activities and have the
ability to enhance our profitability, including acquisitions of wealth management and related
businesses. Acquisitions involve numerous risks, including:

« Therisk that certain material information was not adequately disclosed during the due
diligence process;

« Therisk that the acquired business accounted for certain items outside of financial
accounting and reporting standards;

* Therisk that the acquired business will not perform to our expectations;

« Difficulties, inefficiencies or cost overruns in integrating the personnel, operations,
services and products of the acquired business with ours;

* Thediversion of management’s attention from other aspects of our business;

* Entering geographic and product markets in which we have limited or no direct prior
experience;

* The potential loss of key employees; and
* The potential for liabilities and claims arising out of the acquired businesses.

If we were to consider acquisition opportunities, we expect to face significant competition
from numerous other financial services institutions, many of which will have greater financial
resources than we do. Accordingly, attractive acquisition opportunities may not be available.
We may not be successful in identifying or completing any future acquisitions, integrating any
acquired business into our operations or realizing any projected cost savings or other benefits
associated with any such acquisition.

We must generally satisfy a number of meaningful conditions prior to completing any
acquisition, including, in certain cases, federal and state bank and other regulatory approvals.
Bank regulators consider a number of factors when determining whether to approve a proposed
transaction, including the ratings and compliance history of all institutions involved, the AML
and BSA compliance history of all institutions involved, CRA examination results and the effect
of the transaction on financial stability. The process for obtaining required regulatory approvals
has become substantially more difficult as a result of the financial crisis, which could affect our
future business. We may fail to pursue, evaluate or complete strategic and competitively
significant business opportunities as a result of our inability, or our perceived inability, to obtain
required regulatory approvals in a timely manner or at all.

Operational and Technology Risk

Our operations could be interrupted if our third-party service providers experience financial
difficulty, terminate their services or fail to comply with banking regulations.

We depend to a significant extent on a number of relationships with third-party service
providers, including Internet, mobile technology and cloud service providers. Specifically, we receive
core systems processing, essential web hosting and other Internet systems, deposit processing,
wire processing and other processing services from third-party service providers. If these third-party
service providers experience difficulties, do not perform the relevant services properly or terminate
their services and we are unable to replace them with other service providers, our operations could
be interrupted. While we conduct due diligence prior to engaging with third party vendors and
perform ongoing monitoring of vendor controls as part of our vendor management policies and
practices, these policies and practices cannot eliminate this risk. If an interruption were to continue
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for a significant period of time, our business, results of operations or financial condition could be
adversely affected, perhaps materially, and we may be subject to regulatory action. Even if we are
able to replace them, it may be at higher cost to us, which could adversely affect our business,
results of operations or financial condition.

We face risks related to the ability of our information technology systems to support our existing
operations and future growth.

We have developed, and are continuously developing, information technology and other
systems and processes to support our business operations. As our business grows, we continue to
invest in and enhance these systems and processes. The financial services industry experiences
rapid technological change with regular introductions of new technology-driven products and
services, and the ability to access and use technology is an increasingly important competitive
factor in the financial services industry. These investments and enhancements entail significant
costs and create risks associated with implementing new systems and integrating them with
existing ones. If not implemented effectively, these changes may result in business interruptions,
client losses, additional costs or damage to our reputation. Any failure in our information
technology systems as a result of such changes could have an adverse effect on our business,
results of operations or financial condition, perhaps materially. In addition, our conversion to a new
core banking system occurred in February 2022. Conversion activities remain subject to validation,
and issues related to the conversion may not be discovered until a later date. Additionally, systems
that are no longer being used may still need to be retained for a period of time.

The network and computer systems on which we depend could fail or experience a security
breach.

Our computer systems are vulnerable to unforeseen problems, which is further heightened by
our increased use of mobile and cloud technologies. Because we conduct our business over the
Internet and outsource several critical functions to third-parties, our operations depend on our
ability, as well as that of third-party service providers, to protect computer systems and network
infrastructure against cyber attacks, damage from fire, power loss, telecommunications failure,
physical break-ins or similar catastrophic events. From time to time, our third-party service
providers experience cyber attacks, such as Distributed Denial of Service, ransomware or the
exploitation of newly found vulnerabilities such as zero-day attacks. Any damage or failure that
causes interruptions in operations could have a material adverse effect on our business, results of
operations or financial condition.

We also rely heavily on communications and information systems to conduct our business. Any
failure, interruption or breach in security of these systems, including due to hacking or other similar
attempts to breach information technology security protocols, could result in failures or disruptions
in our client relationship management, general ledger, deposit, loan and other systems. While we
have policies and procedures designed to prevent or limit the effect of the possible failure,
interruption or security breach of our information systems, there can be no assurance that any such
failure, interruption or security breach will not occur or, if it does occur, that it will be adequately
addressed. The occurrence of any failure, interruption or security breach of our information systems
could damage our reputation, result in a loss of client business, subject us to additional regulatory
scrutiny, or expose us to civil litigation and possible financial liability, any of which could adversely
affect our business, results of operations or financial condition.

We may be adversely affected by disruptions to our network and computer systems or to those
of our service providers as a result of denial-of-service or other cyber attacks.

We may experience disruptions or failures in our computer systems and network infrastructure
or in those of our service providers as a result of denial-of-service or other cyber attacks in the

49



future. Like the financial services industry generally, we are under continuous threat of loss as a
common target of cyber attacks and we routinely experience denial-of-service and other cyber
attacks. This risk has increased significantly in recent years in part because of the proliferation of
new technologies, such as online and mobile banking to conduct financial transactions, and the
increased sophistication of the external parties behind cyber attacks. In addition, the techniques
used in such attacks change frequently, may not be recognized until launched and can be initiated
from a variety of sources.

In recent years, federal and state regulators, including the FDIC, SEC, and FINRA, have made
statements concerning cybersecurity risk management, preparedness and resiliency for financial
institutions such as us. These statements range from issues with respect to client account
protections to business continuity, and represent the regulators’ expectations for financial
institutions to have more robust cybersecurity risk management and a preparedness and resiliency
program for themselves and their service providers. A financial institution is also expected to
develop processes to enable recovery of data and business operations and address rebuilding
network capabilities and restoring data if the institution, or its critical service providers, fall victim
to this type of cyber attack.

We have developed and continue to invest in, systems and processes that are designed to
detect, prevent and minimize the impact of security breaches and cyber attacks. However, due to
the increasing sophistication of such attacks, we may not be able to prevent denial-of-service or
other cyber attacks that could compromise our normal business operations or the normal business
operations of our clients, or result in the unauthorized use of clients’ confidential and proprietary
information. The occurrence of any failure, interruption or security breach of network and computer
systems resulting from denial-of-service or other cyber attacks could impact our ability to operate
and serve our clients, damage our reputation, result in a loss of client business, subject us to
additional regulatory scrutiny, or expose us to civil litigation and possible financial liability, any of
which could adversely affect our business, results of operations or financial condition.

We are subject to certain operational risks, including fraud by employees and third parties and
data processing system failures and errors.

Due to COVID-19 and related shelter-in-place and work-from-home orders, we have had to
operate under restrictions on our workforce's access to our facilities, as well as restrictions on
access to our branches by our customers. While certain of these restrictions have lessened as
pandemic conditions have improved, they may be reimposed or additional restrictions may be putin
place, including as a result of the emergence of new variants. Continued restrictions could limit our
ability to meet client servicing expectations and have a material adverse effect on our operations.
We rely on business processes and branch activity that largely depend on people and technology,
including access to information technology systems as well as information, applications, payment
systems and other services provided by third parties. In response to COVID-19, we have modified our
business practices with a portion of our employees working remotely from their homes to have our
operations uninterrupted as much as possible. Further, technology in employees’ homes may not be
as robust as in our offices and could cause the networks, information systems, applications, and
other tools available to employees to be more limited or less reliable than in our offices. The
continuation of these shelter-in-place and work-from-home measures also introduces additional
operational risk, including increased cybersecurity risk. These cyber risks include greater phishing,
malware, and other cybersecurity attacks, vulnerability to disruptions of our information technology
infrastructure and telecommunications systems for remote operations, increased risk of
unauthorized dissemination of confidential information, limited ability to restore the systems in the
event of a systems failure or interruption, greater risk of a security breach resulting in destruction or
misuse of valuable information, and potential impairment of our ability to perform critical functions,
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including wiring funds, all of which could expose us to risks of data or financial loss, litigation and
liability and could seriously disrupt our operations and the operations of any impacted clients.

We are also subject to other operational risks related to employee, customer and third-party fraud
or theft and data processing system failures and errors. Fraudulent activities may take many forms,
including online payment transfer fraud, debit card fraud, check fraud, fraud related to ATM machines,
phishing attacks, social engineering, identity theft, account takeover and other dishonest attacks.
Because the nature of the financial services business involves a high volume of transactions, certain
errors may be repeated or compounded before they are discovered and successfully rectified. These
fraudulent activities and system errors may result in financial losses or increased costs to us or our
clients, disclosure or misuses of our information or our client information, misappropriation of assets,
privacy breaches against our clients, litigation or damage to our reputation.

We maintain a system of internal controls designed to prevent, detect and mitigate against
such occurrences and maintain insurance coverage for such risks. However, should such an event
occur thatis not prevented or detected by our internal controls, or is uninsured or in excess of
applicable insurance limits, such an event could result in regulatory actions and have a significant
adverse effect on our business, results of operations or financial condition.

Moreover, we rely on many third-parties in our business operations, including appraisers of the real
property collateral, vendors that supply essential services such as providers of financial information,
systems and analytical tools and providers of electronic payment and settlement systems, and local and
federal government agencies, offices, and courthouses. In light of the developing measures responding
to the pandemic, many of these entities may limit the availability of and access to their services. For
example, loan originations could be delayed due to the limited availability of real estate appraisers for
the collateral. Loan closings could be delayed related to reductions in available staff in recording offices
or the closing of courthouses in certain counties, which slows the process for title work, mortgage and
UCC filings in those counties. Our ability to raise equity could be delayed by closures to or reductions in
available staff at the California Secretary of State which slows the process of corporate filings. If the
third-party service providers continue to have limited capacities for a prolonged period or if additional
limitations or potential disruptions in these services materialize, it may negatively affect our operations.

We rely on the accuracy and completeness of information about our clients and counterparties.

In deciding whether to extend credit or enter into other transactions with clients and
counterparties, we may rely on information furnished by or on behalf of clients and counterparties,
including financial statements and other financial information. We may also rely on representations
of clients and counterparties as to the accuracy and completeness of that information and, with
respect to financial statements, on reports of independent auditors. If this information is inaccurate
orincomplete, we may be subject to credit losses, regulatory action, reputational harm or other
adverse effects on the operation of our business, results of operations or financial condition.

The systems and models we employ to analyze, monitor and mitigate risks, as well as for other
business purposes, are inherently limited, may not be effective in all cases and, in any case,
cannot eliminate all risks that we face.

We use various systems and models in analyzing and monitoring several risk categories, as well
as for other business purposes, including determining our ACL. However, these systems and models
are inherently limited because they involve techniques and judgments that cannot anticipate every
economic and financial outcome in the markets in which we operate, nor can they anticipate the
specifics and timing of such outcomes. Further, these systems and models may fail to quantify
accurately the magnitude of the risks we face. Our measurement methodologies rely on many
assumptions and historical analyses and correlations. These assumptions may be incorrect, and the
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historical correlations on which we rely may not continue to be relevant. Consequently, the
measurements that we make may not adequately capture or express the true risk profiles of our
businesses or provide accurate data for other business purposes, each of which ultimately could
have a negative impact on our business, financial condition and results of operations. Errors in the
underlying model or model assumptions, or inadequate model assumptions, could result in
unanticipated and adverse consequences to our business or financial condition, including material
losses or noncompliance with regulatory requirements or expectations.

Failure to properly manage and aggregate data may result in our inability to manage risk and
business needs and inaccurate financial, regulatory and operational reporting.

We rely on our ability to manage, aggregate, interpret and use data in an accurate, timely and
complete manner for effective risk reporting and management. Our policies, programs, processes
and practices govern how data is managed, aggregated, interpreted and used. While we
continuously update our policies, programs, processes and practices, and implement emerging
technologies, our data management and aggregation processes are subject to failure, including
human error or system failure. Failure to manage data effectively and to aggregate data in an
accurate, timely and complete manner may limit our ability to manage current and emerging risk, to
produce accurate financial, regulatory and operational reporting as well as to manage changing
business needs. The failure to establish and maintain effective, efficient and controlled data
management could adversely affect our business, results of operations or financial condition.

Liquidity Risk
We are subject to liquidity risk, which could impair our ability to fund various obligations.

We require liquidity in the normal course of business to meet our deposit and debt obligations
as they come due. Our access to funding sources in amounts adequate to finance our activities or
on terms that are acceptable to us could be impaired by factors that affect us specifically or the
financial services industry or economy generally. Factors that could detrimentally impact our access
to liquidity sources at a reasonable cost include a downturn in the geographic markets in which our
loans are concentrated, difficult credit markets, changes in credit ratings, or adverse regulatory
actions against us. Our access to deposits as a primary funding source may also be affected by
external factors such as the liquidity needs of our depositors and changes in interest rates and
returns on other investment classes, which could result in a significant outflow of deposits. In
particular, a majority of our liabilities on average during 2021 were checking accounts, money
market checking and savings deposits, which are payable on demand or upon several days’ notice,
while by comparison, a substantial majority of our assets were loans, which cannot be called or sold
in the same time frame. Although we have been able to replace maturing deposits and advances
historically as necessary, we might not be able to replace such funds in the future, especially if a
large number of our depositors or those depositors with significant balances of deposits sought to
withdraw their accounts, regardless of the reason. A failure to maintain adequate liquidity could
materially and adversely affect our business, results of operations or financial condition.

Financial Reporting Risk

Our financial results depend on management’s selection of accounting methods and certain
assumptions and estimates.

Our accounting policies and methods are fundamental to how we record and report our results
of operations and financial condition. Our management must exercise judgment in selecting and
applying many of these accounting policies and methods so they comply with GAAP and reflect
management’s judgment of the most appropriate manner to report our financial condition and
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results. In some cases, management must select the accounting policy or method to apply from two
or more alternatives, any of which may be reasonable under the circumstances, yet may result in
our reporting materially different results than would have been reported under a different
alternative.

Certain accounting policies are critical to presenting our financial condition and results. They
require management to make difficult, subjective or complex judgments about matters that are
uncertain. Materially different amounts could be reported under different conditions or using
different assumptions or estimates. Our critical accounting policy and estimate is the ACL on loans.
Because of the uncertainty of estimates involved in this matter, we may be required to do one or
more of the following: significantly increase the ACL or sustain credit losses that are significantly
higher than the reserve provided. Any of these could adversely affect our business, results of
operations or financial condition.

Our ACL on loans, unfunded loan commitments, and held-to-maturity debt securities may be
inadequate.

We record an ACL representing the lifetime expected credit losses on our loans, unfunded loan
commitments, and held-to-maturity debt securities. Our management determines the ACL based
on available information, including the credit quality of the loan and investments portfolio, the types
of loans and investments composing the respective portfolios, current and forecasted economic
conditions, the value of the underlying collateral and the level of nonaccrual assets, where
applicable. Although our management has established an ACL it believes is adequate to absorb
expected credit losses, it is an estimate requiring difficult, subjective and complex judgments about
matters that are uncertain, which may result in an inadequate ACL. If deterioration in the general
economy or in our principal markets occurs, this could result in a decrease in credit quality of our
loans or investments and our ACL may be inadequate. In addition, if an earthquake or other natural
disaster were to occur in one of our principal markets, increases in the ACL may also be necessary
to absorb expected credit losses in our loan and investment portfolio. Such increases in our ACL will
result in additional provision for credit losses, which will reduce our netincome, and our business,
results of operations or financial condition may be materially and adversely affected.

The federal banking agencies, as an integral part of their supervisory functions, periodically
review our loan portfolio and related ACL. These regulatory agencies may require us to increase our
provision for credit losses for loans or to recognize further loan charge-offs based upon their
judgments, which may be different from ours. In addition, changes to the accounting standards that
govern financial reporting related to loans may result in unanticipated effects on the timing or
amount of our loan losses. An increase in the ACL required by the federal banking agencies or the
unanticipated recognition of losses on our loans could materially adversely affect our financial
condition and results of operations.

If we fail to maintain internal controls over financial reporting, we may not be able to accurately
report our financial results, which could harm our reputation and have a negative effect on the
price of our common stock.

The Sarbanes-Oxley Act of 2002 requires our management to evaluate the Bank’s disclosure
controls and procedures and its internal control over financial reporting and requires our auditors to
issue a report on our internal control over financial reporting. As we continue to grow, our internal
controls may become more complex and require additional resources to ensure they remain
effective amidst dynamic regulatory and other guidance. Additionally, our SOX program office
provides an independent assessment and testing of our internal controls, policies, and procedures.
Failure to maintain effective controls over financial reporting or implement new or improved
controls may harm our operating results or cause us to fail to meet our reporting obligations. We are

53



required to disclose, in our Annual Report on Form 10-K, the existence of any “material weaknesses”
in our internal controls. The identification of one or more material weaknesses as of the end of any
given quarter or year could result in increased regulatory scrutiny or litigation risk and could have a
negative impact on our reputation, results of operations or financial condition, as well as the price
of our common stock.

The value of our goodwill and other intangible assets may decline in the future.

A significant decline in our expected future cash flows, a significant adverse change in the
business climate, slower growth rates, a significant and sustained decline in the price of our
common stock or the poor performance of an acquired business may require us to take charges in
the future related to the impairment of our goodwill and other intangible assets. An increase in the
rate at which our borrowers prepay their loans could result in a decline in the value of our MSRs,
resulting in a charge for the impairment of those rights. The loss of several of our relationship
managers to a competitor may also result in a charge against our goodwill and other intangible
assets. If we were to conclude that a future write-down of our goodwill and other intangible assets
is necessary, we would record the appropriate charge, which could have a material adverse effect
on our business, results of operations or financial condition.

Legal and Regulatory Risk

The banking industry is highly regulated, and legislative or regulatory actions taken now or in
the future may have a significant adverse effect on our operations, including increased legal and
compliance costs.

The banking industry is extensively regulated and supervised under both federal and state laws
and regulations that are intended primarily to protect depositors, the public, the DIF, and the
banking and financial systems as a whole, not our shareholders or debtholders. We expect that our
business will remain subject to extensive regulation and supervision and that the level of scrutiny
and the enforcement environment may fluctuate over time, based on numerous factors, including
changesin the United States presidential administration or one or both houses of Congress and
public sentiment regarding financial institutions (which can be influenced by scandals and other
incidents that involve participants in the industry). We are subject to the regulation and supervision
of the FDIC, the DFPI and the CFPB. The banking laws, regulations and policies applicable to us
govern matters ranging from the regulation of certain debt obligations, changes in the control of us
and the maintenance of adequate capital to the general business operations conducted by us,
including permissible types, amounts and terms of loans and investments, the amount of reserves
held against deposits, restrictions on dividends, establishment of new offices and the maximum
interest rate that may be charged by law. In addition, certain of our subsidiaries are subject to
regulation, supervision and examination by other regulatory authorities, including the SEC and
FINRA. See “Iltem 1. Business—Supervision and Regulation” above for more information on the laws
and regulations applicable to us.

We are subject to changes in federal and state banking statutes, regulations and governmental
policies, and the interpretation or implementation of them. Regulations affecting banks and other
financial institutions in particular undergo continuous review and frequently change and the
ultimate effect of such changes cannot be predicted. Regulations and laws may be modified at any
time, and new legislation may be enacted that will affect us or our subsidiaries. Recent political
developments have added additional uncertainty to the implementation, scope and timing of
changesin regulations. Changes in federal and state laws, as well as regulations and governmental
policies, have resulted in increased compliance costs, and future legal or regulatory changes could
affect us in substantial and unpredictable ways, including by limiting the types of financial services
and products we may offer, increasing our litigation and regulatory costs (including if we fail to
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comply appropriately with new or modified legal or regulatory requirements), altering the
investments we make, increasing the ability of non-bank competitors to offer competing products
and services, and other ways that may adversely affect our business, results of operations or
financial condition.

Federal and state banking regulators have broad authority to supervise our banking business
and that of our subsidiaries, including the authority to prohibit activities that represent unsafe or
unsound banking practices or constitute violations of statute, rule, regulation, or administrative
order. Failure to appropriately comply with any such laws, regulations or regulatory policies could
result in sanctions by regulatory agencies, civil money penalties or damage to our reputation, all of
which could adversely affect our business, results of operations or financial condition. For example,
federal banking agencies have increased their focus on compliance with consumer protection laws
and BSA and AML regulations, and we expect this focus to continue. There have been a number of
significant enforcement actions by regulators, as well as state attorneys general and the
Department of Justice, against banks, broker-dealers and non-bank financial institutions with
respect to consumer compliance, AML and sanctions laws and some have resulted in substantial
penalties, including criminal pleas and/or admissions of wrongdoing. Any such enforcement action
or settlement could have significant consequences for a financial institution, including loss of
customers, reputational harm, increased exposure to civil litigation, restrictions on the ability to
access the capital markets, and the inability to operate certain businesses or offer certain products
for a period of time. We have expended significant resources to enhance, and we continue to
enhance, our compliance programs. These enhancements, as well as any enhancements in other
compliance areas that may be required in the future, will result in incremental professional fees and
personnel costs, may limit our ability to offer competitive products to our clients and may divert
resources from our ongoing business development activities. Notwithstanding our enhancements
to these compliance programs, regulators may impose additional requirements on us or require us
to take additional actions which could increase our costs, decrease our revenues or netincome and
reduce or restrict our ability to expand and effectively compete.

The enactment of the EGRRCPA in May 2018 altered several provisions of the Dodd-Frank Act and
had a limited effect on the Bank. See “Item 1. Business—Supervision and Regulation” for additional
details on the laws and regulations applicable to us, including relevant provisions of the EGRRCPA and
related regulations. The nature, extent, timing and impact of any future changes to the Dodd-Frank Act
and related regulatory requirements or other laws and regulations impacting our business cannot be
predicted. If further legislation or regulations are implemented or repealed, it may be time-consuming
and expensive for us to alter our internal operations in order to comply with such changes.

There have been a number of recent bank regulatory actions and legislative changes intended
to help mitigate the adverse economic impact of COVID-19 on borrowers, including mandates
requiring financial institutions to work constructively with borrowers affected by COVID-19. In
addition, states, including California, have adopted, through a mix of executive orders, regulations,
and judicial orders, temporary bans on evictions and foreclosures, and flexibility regarding rental
payments, such as the use of security deposits to pay rent. Federal moratoriums on evictions and
foreclosures were extended late into 2021 and may be further extended if the adverse impact of
CQOVID-19 on borrowers continues.

As a result of the current regulatory environment and our growth in recent years, we have made
and expect to continue to make substantial investments in our legal, regulatory, audit and
compliance infrastructure. Our expenses associated with our legal, regulatory, audit and
compliance infrastructure have increased and could also be higher than anticipated in the future,
which may adversely impact our results of operations.
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The investment management and brokerage businesses are highly regulated.

The investment management and brokerage business are highly regulated, primarily at the
federal level. One of our subsidiaries, FRIM, is a registered investment adviser under the Investment
Advisers Act of 1940, as amended (“Investment Advisers Act”), and FRSC is a registered broker-
dealer regulated by the SEC, FINRA and state regulatory agencies. The Investment Advisers Act
imposes numerous obligations on federally registered investment advisers, including fiduciary,
record-keeping, operational and disclosure obligations.

FRIM is also subject to the provisions and regulations of the U.S. Employee Retirement Income
Security Act of 1974, as amended (“ERISA") to the extent it acts as a “fiduciary” under ERISA with
respect to certain of its clients. ERISA and the applicable provisions of the federal tax laws impose a
number of duties on persons who are fiduciaries under ERISA and prohibit transactions involving
the assets of each ERISA plan that is a client, as well as certain transactions by the fiduciaries (and
certain other related parties) to such plans. FRIM and FRSC are also both licensed and regulated
under state law as insurance agencies. The relationships between the Bank and its subsidiaries and
the private funds advised by FRIM are subject to restrictions and requirements under the Volcker
Rule.

In June 2019, the SEC issued a set of final rules to limit conflicts of interest for non-retirement
and retirement accounts, and which include establishing a “best interest” standard of conduct for
broker-dealers when making a recommendation on any securities transaction or investment
strategy to a retail customer and clarify certain aspects of the fiduciary duty that a registered
investment adviser owes to its clients. In addition, the SEC issued a final rule that requires broker-
dealers and investment advisers to provide a standardized summary disclosure to retail customers
describing their relationship with and services offered by the broker dealer or investment adviser.
These final rules may be modified or supplemented by the SEC. Certain states are also advancing
their own standard of conduct for investment advisers and broker-dealers. The impact of these new
regulations is uncertain and difficult to predict, and could have varying implications for our
business, including, among other things, the products and services that we are able to provide to
our clients, and the new regulations could result in increases in compliance and other costs.

QOur failure or the failure of our subsidiaries that provide investment management services,
brokerage services, or any related regulated services to comply with applicable laws or regulations
could resultin civil or criminal monetary penalties, fines or restitution, suspensions of individual
employees, or other sanctions, including revocation of such subsidiary’s registration as an
investment adviser or otherwise. Any such failure could have an adverse effect on our reputation
and could adversely affect our business, results of operations or financial condition.

We are subject to stringent capital requirements, which impact our ability to conduct business.

We are subject to regulatory requirements specifying minimum amounts and types of capital
that we must maintain. See “Item 1. Business—Supervision and Regulation—Capital Requirements”
for additional information. If we fail to meet these minimum capital rules and other regulatory
requirements, we or our subsidiaries may be restricted in the types of activities we may conduct and
we may be prohibited from taking certain capital actions, such as paying dividends and
repurchasing or redeeming capital securities.

Although we meet the requirements of the Basel Il Capital Rules, including the capital
conservation buffer, we may fail to do so in the future. In addition, these requirements could have a
negative impact on our ability to lend, grow deposit balances, make acquisitions or make capital
distributions in the form of increased dividends or share repurchases. Higher capital levels could
also lower our return on equity.
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We may become subject to more stringent liquidity requirements, which could adversely impact
our operations and future growth.

As a banking organization, our liquidity is subject to supervision by our banking regulators. Because
we are a state-chartered, non-member bank without a bank holding company, and with less than
$250 billion in total consolidated assets and with less than $75 billion in each of non-bank assets,
off-balance sheet exposure, weighted short-term wholesale funding and cross-jurisdictional activities,
we currently are not subject to the LCR Rule or the NSFR. Nevertheless, we maintain on-balance sheet
liquidity and a portfolio of HOLA, and our regulators monitor our liquidity as part of their regular
supervisory process. If we fail to maintain adequate liquidity, we could become subject to a variety of
formal or informal enforcement actions, which may include restrictions on our business activities.

Itis possible that we may become subject to LCR and NSFR requirements or other heightened
liquidity requirements in the future as a result of further growth, or if the FDIC or the federal banking
agencies apply such requirements to us as a supervisory matter. As a result, we could be required to
increase our holdings of HQLA or other liquidity resources, such as Federal Reserve Bank balances and
U.S. Treasury securities, and increase the use of long-term debt as a funding source. Increasing our
holdings of lower-yielding assets and our use of higher-cost liabilities would reduce our net interest
income and could limit our loan and deposit growth and our ability to attract and retain new clients, all
of which could adversely affect our business, results of operations and financial conditions.

Differences in regulation can affect our ability to compete effectively.

The content and application of laws and regulations applicable to financial institutions vary
according to the size of the institution, the jurisdictions in which the institution is organized and
operates and other factors. We may be subject to more stringent regulatory requirements and
supervision than smaller institutions. In addition, FinTech companies and other non-bank
competitors may not be subject to banking regulation, or may be regulated by a national or state
agency that does not have the same regulatory priorities or supervisory requirements as our
regulators. These differences in regulation can impair our ability to compete effectively with
competitors that are less regulated and that do not have similar compliance costs.

Reforms of Fannie Mae and Freddie Mac and the FHLBs could reduce demand for residential
mortgage loans, limit our ability to sell residential mortgage loans in the secondary market and
affect our funding sources.

The U.S. Congress may consider reforms to the federal government’s involvement in the
housing market. Reforms could include reducing the scale of Fannie Mae's and Freddie Mac's
secondary purchases of residential mortgage loans or winding down these entities entirely. This
could significantly reduce the amount of residential mortgage loans that we can sell in the
secondary market, which would limit the amount of loans we can originate and in turn limit our
ability to create new relationships, manage our growth and earn revenue from loan sales and
servicing. Reforms could also include cutting back or eliminating the FHLB system, which could
remove a significant source of term funding for our lending activities and likewise limit our ability to
originate loans and manage our interest rate risk. Such reforms could also raise interest rates for
residential mortgage loans, thereby reducing demand for our primary lending products, and could
have an adverse effect on our business, results of operations or financial condition.

We could be held responsible for environmental liabilities of properties acquired through
foreclosure.

If we are forced to foreclose on a defaulted mortgage loan to recover our investment, we may
be subject to environmental liabilities related to the underlying real property. Hazardous substances
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or wastes, contaminants, pollutants or sources thereof may be discovered on properties during our
ownership or after a sale to a third-party. The amount of environmental liability could exceed the
value of real property. We could be fully liable for the entire cost of any removal and clean-up on an
acquired property. In addition, we may find it difficult or impossible to sell the property before or
after any environmental remediation. As a result, our business, results of operations or financial
condition may be adversely affected.

We are subject to legal and litigation risk, which may adversely impact our operations,
reputation and financial condition.

Because the Bank is extensively regulated by a variety of federal and state agencies, and because
we are subject to a wide range of business, consumer and employment laws and regulations at the
federal, state and local levels, we are at risk of governmental investigations and lawsuits as well as
claims and litigation from private parties. This risk is heightened when we act as a fiduciary for our
clients and may be further heightened during periods when credit, equity or other financial markets are
deteriorating in value or are particularly volatile, or when clients or investors are experiencing losses. We
are from time to time involved in disputes with and claims from clients, government agencies, vendors,
employees and other business parties, and such disputes and claims may result in litigation or
settlements. Such litigation, alone or in the aggregate, may have an adverse impact on the Bank's
operations, reputation, employee or customer relations, financial condition or results of operations as a
result of the costs of any judgment, the terms of any settlement and/or the expenses incurred in
defending the applicable claim. Itis inherently difficult to assess the outcome of such litigation, and
there can be no assurance that the Bank will prevail in any proceeding or litigation.

We estimate our potential liability for pending and threatened claims, and record reserves
when appropriate pursuant to GAAP, by evaluating the facts of particular claims under current
judicial decisions and legislative and regulatory interpretations. This process is inherently subject to
risk, including the risks that a judge or jury could decide a case contrary to our evaluation of the law
or the facts or that a court could change or modify existing law on a particular issue important to
the case. Our earnings will be adversely affected to the extent that our reserves are not adequate.

Tax regulations could be subject to potential legislative, administrative or judicial changes or
interpretations.

Federal income tax treatment of corporations and other federal and state tax provisions may be
clarified and/or modified by legislative, administrative or judicial changes or interpretations at any
time. Any such changes could adversely affect the Bank, either directly, or indirectly as a result of
effects on the Bank’'s customers. The U.S. presidential administration may make substantial
changes to fiscal and tax policies that may adversely affect our business.

The amount of income taxes that we are required to pay on our earnings is based on federal
and state legislation and regulations. We provide for current and deferred taxes in our financial
statements based on our results of operations, business activity, legal structure and interpretation
of tax statutes. We may take filing positions or follow tax strategies that are subject to audit and
may be subject to challenge. Our netincome may be reduced if a federal, state or local authority
assessed charges for taxes that have not been provided for in our consolidated financial
statements. Taxing authorities could change applicable tax laws, challenge filing positions or
assess taxes and interest charges. If taxing authorities take any of these actions, our business,
results of operations or financial condition could be adversely affected, perhaps materially.

The transition away from LIBOR and other reference rates may adversely affect our business.

Many of our loan products determine the amount of interest by reference to certain reference
rates or indices that have become subject to recent regulatory guidance and reforms, including
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reference rates that have been discontinued or are in the process of being discontinued. The United
Kingdom's FCA, which regulates LIBOR, and the IBA, the FCA-regulated and authorized
administrator of LIBOR, have announced that the most commonly used USD LIBOR settings will
cease to be published or cease to be representative after June 30, 2023. All other LIBOR settings
ceased to be published or to be representative as of December 31, 2021. In addition, the Board of
Governors of the Federal Reserve, the FDIC, and the OCC have jointly issued a Statement on LIBOR
Transition encouraging banks to cease entering into new contracts that use LIBOR as a reference
rate as soon as practicable and in any event by December 31, 2021. As a result, financial market
participants have begun to transition away from LIBOR and various regulators, industry bodies and
other market participants in the United States are engaged in initiatives to develop alternative rates
to replace certain benchmarks. However, the introduction of, and adoption of, alternative or
successor rates had been slow until late 2021. Accordingly, there continues to be substantial
uncertainty as to the ultimate effects of LIBOR and other reference rate transition, including the
acceptance and use of alternatives to LIBOR, and what the effect of any such changes in views or
alternatives may have on the financial markets for LIBOR-linked financial instruments. In addition,
the FHLB of San Francisco ceased calculating and publishing COFl on January 31, 2022.

If and when reference rates, such as COFl and LIBOR, are no longer available or if they are not
an acceptable market reference rate, we will be required, or we may exercise discretion, to
implement one or more substitute reference rate(s) for the calculation of interest rates under our
loan agreements with our borrowers. We ceased offering new loans indexed to COFl in the first half
of 2018 and to LIBOR in the first half of 2019 and have a transition plan in place with respect to
existing loans indexed to COFl and LIBOR. In lieu of COFl or LIBOR, new loan originations are
currently indexed to Prime or a 12-month average of 1-year CMT. We may incur significant expenses
in effecting the transition, and may be subject to disputes or litigation with customers over the
appropriateness or comparability to the prior reference rates of the substitute reference rates. In
addition, developments related to reference rates could adversely affect our exposure to
fluctuations in interest rates as well as the amounts we receive on, and the values of, the variable
rate loans. As such, any changes to the calculation of the reference rates we currently use in our
loan products, such as COFl or LIBOR, or the transition to one or more new reference rate(s) could
have an adverse effect on our business, financial condition or results of operations.

Regulation of incentive compensation under the Dodd-Frank Act may adversely affect our ability
to retain our key employees.

Under the Dodd-Frank Act, federal regulators are required to issue regulations relating to
incentive compensation. Regulators have not yet issued these rules. Future regulations may limit
the manner and amount of incentive compensation that banking organizations provide to
employees, and could adversely affect our ability to attract and retain our key employees. If we were
to experience such effects with respect to our employees, our business, results of operations or
financial condition could be adversely affected. We are not able to predict at this time when
regulators will issue incentive compensation rules, and the impact on the Bank will depend on the
final form of any such rules and how they are implemented and applied.

The ability-to-repay requirement for residential mortgage loans may limit our ability to sell or
securitize certain of our mortgage loans and give borrowers potential claims against us.

Under TILA, mortgage lenders are required to show that they have verified the borrower’s
ability to repay a residential mortgage loan (which does not include HELOCSs). Borrowers could
possibly claim statutory damages against us for violations of this requirement. Lenders of
mortgages that meet a “qualified mortgage” standard have a safe harbor or a presumption of
compliance with the requirement. Under CFPB rules, qualified mortgages cannot have negative
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amortization, interest-only payments, or balloon payments, terms over 30 years, or points and fees
over certain thresholds.

Currently, a majority of the non-conforming mortgage loans that we originate generally have an
initial interest-only period of ten years, subsequent to which these loans fully and evenly amortize
over a period of generally twenty years. Such loans are not “qualified mortgages” under the
standard. If institutional mortgage investors limit their mortgage purchases to “qualified
mortgages,” demand for our non-qualifying mortgages in the secondary market may be significantly
limited in the future. We do not currently intend to discontinue originating interest-only,
non-qualifying mortgages, and we may be liable to borrowers under non-qualifying mortgages for
violations of the ability-to-repay requirement. If demand for our non-qualifying mortgages in the
secondary market declines significantly in the future, it would limit the amount of loans we can
originate and in turn limit our ability to create new relationships, manage our growth and earn
revenue from loan sales and servicing, all of which could materially and adversely affect our
business, results of operations or financial condition.

Increases in FDIC insurance premiums may adversely affect our earnings.

Our deposits are insured by the FDIC up to legal limits and, accordingly, we are subject to FDIC
depositinsurance assessments. We generally cannot control the amount of premiums we will be
required to pay for FDIC insurance. See “ltem 1. Business—Supervision and Regulation—Premiums
for Deposit Insurance and Assessments” for additional information. Additional increases in our
assessment rate may be required in the future to achieve the targeted reserve ratio or to address
the impact of future financial institution failures. Future increases of FDIC insurance premiums or
special assessments, including increases as a result of any future rulemaking, may adversely affect
our business, results of operations or financial condition.

Changes in consumer privacy laws, such as in California, or any non-compliance with such laws,
could adversely affect our business, financial condition and results of operations.

Several states have enacted consumer privacy laws that impose compliance obligations with
respect to personal information. For example, the CCPA was enacted in June 2018, and became
effective for certain companies conducting business in California on January 1, 2020. The CCPA
imposes significant requirements on covered companies with respect to consumer data privacy
rights. In November 2020, voters in the State of California approved the CPRA, a ballot measure that
amends and supplements the CCPA by, among other things, expanding both the scope of
businesses covered by the CCPA and certain rights relating to personal information and its use,
collection, and disclosure by covered businesses. See “ltem 1. Business—Supervision and
Regulation—Financial Privacy” for additional information on the CCPA and the CPRA. Compliance
with the CCPA, the CPRA after it becomes effective and other state statutes or regulations
designed to protect consumer personal data could potentially require us to implement substantive
technology infrastructure and process changes. Non-compliance with the CCPA, the CPRA or
similar laws and regulations could lead to substantial regulatory imposed fines and penalties,
damages from private causes of action and/or reputational harm. We cannot predict whether any
pending or future legislation will be adopted, or the substance and impact of any legislation on us.
Future legislation could result in substantial costs to us and could have an adverse effect on our
business, financial condition and results of operations.
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Risk Related to the COVID-19 Pandemic

COVID-19 has caused substantial disruptions to the domestic and global economy, and the
communities we serve, which may have an adverse effect on our business, financial position and
results of operations.

COVID-19 has created economic and financial disruptions globally and has led governmental
authorities to take unprecedented measures to mitigate the spread of the disease, including travel
restrictions, business closures and shelter-in-place orders, and to take actions designed to stabilize
markets and promote economic growth, including meaningfully influencing the interest-rate
environment. Although certain of these measures and actions that were implemented at the onset
of COVID-19 are no longer in effect or have been lessened, they may be reimposed if pandemic
conditions worsen, including as a result of the emergence of new variants of COVID-19 or the
decline of the effectiveness of vaccines.

The disruptions caused by COVID-19 may cause national, regional and local economies to
suffer lasting disruptions, which could result in decreased consumer spending and demand for
lending, which may materially impact our business. Volatile market conditions and changed
consumer behavior may have a material impact on our lending business, and in particular our real
estate lending business, including through reduced demand for residential, commercial and
multifamily real estate or decreasing property values. Interruptions in the supply chain have also
adversely affected many businesses and contributed to higher rates of inflation. Also, declines in
the financial markets may negatively affect our wealth management business and the level of AUM
or AUA. Declining market conditions may reduce our wealth management fees and subject us to
greater litigation risk. Additionally, low interest rates may adversely impact our interest income and
decrease the value of our assets.

These disruptions may also impair our clients’ ability to repay loans. Further, clients may seek
additional loans that they may be unable to repay, particularly to the extent businesses are closed
and unemployment levels rise. These circumstances could result in future delinquencies and
increases in our provision for credit losses and provision for unfunded loan commitments.
Additionally, the macroeconomic forecasts used in determining the ACL could change, resulting in
significant changes in the ACL. Declines in market conditions may increase the risk of default and
decrease the value of collateral. Further, our ability to seek repayment for loans may be limited by
government restrictions, such as government-mandated suspensions on evictions, foreclosures and
mortgage payments, including as a result of the CARES Act and CAA.

We are also a lender for the SBA’s PPP, and we face increased risks in light of participation in
this program. The PPP and other government programs in which we may participate are complex
and our participation may lead to governmental and regulatory scrutiny, increases in credit risk and
fraud, negative publicity and damage to our reputation. Further, we have been named in lawsuits
and we may be named in additional lawsuits in connection with our participation in the PPP. The
PPP loans are not secured by an interest in a borrower's assets or otherwise backed by personal
guarantees. If the borrower under the PPP loan fails to qualify for loan forgiveness, we are at the
heightened risk of holding these loans at unfavorable interest rates as compared to the loans to
clients that we would have otherwise extended credit. While the PPP loans are guaranteed by the
SBA, various regulatory requirements will apply to our ability to seek recourse under the guarantees,
and related procedures are currently subject to uncertainty. If a borrower defaults under a PPP
loan, these requirements and uncertainties may result in our inability to fully recover against the
loan guaranty or to seek full recourse against the borrower.

From an operational perspective, COVID-19 resulted in the temporary closures of certain of
our offices and the facilities of many of our clients and service providers. In response to the
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pandemic, we have implemented contingency plans, which include company-wide remote
working arrangements, modified openings and hours in our preferred banking offices, social
distancing, mask wearing and other measures to ensure the safety of our colleagues and
clients. However, remote working arrangements could increase operational risks, including
cybersecurity risks, resulting from increased dependencies on employees' home internet
systems and their abilities to work remotely, which in turn may be impacted by various
unrelated events such as power outages or damaged infrastructure that may occur due to
earthquakes, wildfires, hurricanes or other natural disasters. The increased availability of
remote working arrangements has also intensified and may continue to intensify competition
for prospective new employees and impair our ability to retain current employees. Further, our
current or future in-office or remote working arrangements may not meet the needs or
expectations of our employees or may not be perceived as favorable compared to the policies of
our competitors. Additionally, although we maintain business continuity plans, COVID-19 may
impair the availability of key employees who are necessary to conduct our business. We also
outsource certain critical business functions to third party vendors and service providers, which
may be unable to perform or experience operational failures as a result of COVID-19.

Further, actions taken by U.S. or other governmental authorities that are intended to mitigate
the effects of COVID-19, or delays in the implementation of regulatory measures that had been
pending prior to COVID-19, may result in regulatory uncertainty and impose additional restrictions.
There remains uncertainty as to how legal and regulatory responses to concerns about COVID-19,
including responses that may emerge in response to the protracted economic effects of COVID-19
or the emergence of new variants, may impact our business.

The extent of the impact of COVID-19 on our business, financial position and results of
operations will depend largely on future developments, which are highly uncertain and cannot be
predicted. At this time, we are not able to estimate the future effect of COVID-19 on our business,
financial position and results of operations, including, but not limited to, the duration and severity of
the outbreak, including outbreaks of new strains of COVID-19, the actions to contain the virus or
treatits impactincluding the availability and effectiveness of vaccines, and how quickly and to what
extent normal economic and operating conditions can resume.

In addition, COVID-19 may heighten or otherwise affect the other risk factors presented
herein, which could materially and adversely affect our business, financial position and results
of operations. Additional risks and uncertainties not currently known to us or that we currently
deem to be immaterial also may materially and adversely affect our business, results of
operations or financial condition.

Risks Related to Our Common Stock

The market price and trading volume of our common stock may be volatile, which could result in
rapid and substantial losses for our shareholders.

The market price of our common stock may be highly volatile and could be subject to wide
fluctuations. In addition, the trading volume of our common stock may fluctuate and cause
significant price variations to occur. If the market price of our common stock declines
significantly, shareholders may be unable to resell their shares of common stock at or above
their purchase price, if at all. The market price of our common stock could fluctuate or decline
significantly in the future. Some, but certainly not all, of the factors that could negatively affect
the price of our common stock, or result in fluctuations in the price or trading volume of our
common stock, include:

« Variations in our quarterly operating results or failure to meet the market's earnings
expectations;
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* Publication of news and research reports about us or the financial services industry in
general,

* Departures of or additions to our key personnel;

* Adverse market reactions to any indebtedness we may incur or securities we may issue in
the future;

« Actions by our shareholders;

* The operating and securities price performance of companies that investors consider to be
comparable to us;

« Changes or proposed changes in laws or regulations affecting our business; and
* Actual or potential litigation and governmental investigations.

In addition, if the market for stocks in our industry, or the stock market in general, experiences
a loss of investor confidence, including as a result of speculatory activity or the direct or indirect
effects of COVID-19, the trading price of the common stock could decline for reasons unrelated to
our business, results of operations or financial condition. If any of the foregoing occurs, it could
cause our stock price to fall and may expose us to lawsuits that, even if unsuccessful, could be
costly to defend and a distraction to management.

We may not continue to pay dividends on our common stock.

Holders of our common stock are only entitled to receive such dividends as our Board may
declare out of funds legally available for payment. We are not required to pay dividends on our
common stock and may reduce or eliminate dividends on our common stock at any time in the
future. This could adversely affect the market price of our common stock. Dividends on our
common stock are also subject to bank regulatory limits and possible approval requirements. In
addition, we cannot declare or pay dividends on our common stock or redeem or repurchase our
common stock for any period for which we have not declared and paid in full dividends on our
preferred stock. Our capital planning and risk management is subject to supervisory review,
and, as a result of that review, our discretion to pay dividends or determine the amount of any
dividend could be limited. Our Board will continue to evaluate the payment of dividends based
on our results of operations, financial condition, capital requirements, regulatory and
contractual restrictions, our business strategy and other factors our Board deems relevant.

Future issuances of equity securities may adversely affect our stock price.

We have historically approached the capital markets opportunistically, making public offerings
of our common stock and preferred stock, from time to time. To the extent practicable, we expect to
continue this approach. In addition, we may issue debt securities convertible into or exercisable or
exchangeable for our equity securities. In each case, we access the capital markets to raise
additional capital, support growth or make acquisitions. Further, we issue stock options and other
stock awards to retain and motivate our employees, executives and directors, and we expect to
continue to do so. These issuances of securities may dilute the voting and economic interests of our
existing shareholders. These issuances or the perception that such issuances may occur could also
adversely affect the market price of our common stock.

Various factors could make a takeover attempt of us more difficult to achieve.

Certain provisions of our organizational documents, in addition to certain federal and state
banking laws and regulations, could make it more difficult for a third-party to acquire us without the
consent of our Board, even if doing so were perceived to be beneficial to our shareholders. These
provisions also make it more difficult to remove our current Board or management or to appoint new
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directors, and also regulate the timing and content of shareholder proposals and nominations, and
qualification for service on our Board. These provisions could effectively inhibit a non-negotiated
merger or other business combination, which could adversely impact the value of our common
stock.

Item 1B. Unresolved Staff Comments.

Not applicable.

Item 2. Properties.

Our management believes that our current and planned facilities are adequate for our current
level of operations. Our principal executive offices are at 111 Pine Street, 2nd Floor, San Francisco,
California 94111. As of December 31, 2021, we provided our services through 82 licensed deposit-
taking offices primarily in the following areas: San Francisco, Palo Alto, Los Angeles, Santa Barbara,
Newport Beach and San Diego, California; Portland, Oregon; Boston, Massachusetts; Palm Beach,
Florida; Greenwich, Connecticut; New York, New York; and Jackson, Wyoming. We have 12
additional offices that offer exclusively lending, wealth management or trust services. All of our
properties, except for two offices, are leased with terms expiring at dates ranging from 2022 to
2041, although most of the leases contain options to extend beyond these dates.

Item 3. Legal Proceedings.

There are no material pending legal proceedings to which we or any of our subsidiaries is a
party or to which any of our property is subject. We are subject to ordinary routine litigation
incidental to our business but we believe the results of such matters will not have a material effect
on our business or financial condition.

Item 4. Mine Safety Disclosures.
Not applicable.
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PART Il

Item 5. Market for Registrant’'s Common Equity, Related Stockholder Matters and

Issuer Purchases of Equity Securities.

The Bank's common stock is listed on the New York Stock Exchange under the symbol “FRC.”

As of February 14, 2022, there were fewer than 20 shareholders of record, although the Bank

believes that its shares are held beneficially by approximately 350,000 shareholders.

Common Stock Dividends

The following table presents cash dividends per share of our common stock declared and paid

by the Bank during the periods indicated:

2021

Quarter Ended:
DECEMEr Bl o $50.22
SEPtEMEr B0 $0.22
JUNE B0 o $0.22
M arCh Bl o e $0.20

2020

$0.20
$0.20
$0.20
$0.19

We paid a cash dividend for the fourth quarter of 2021 of $0.22 per share of common stock on

February 10, 2022 to shareholders of record as of January 27, 2022.

For information on dividend restrictions, refer to “Item 1. Business—Supervision and

Regulation—Restrictions on Dividends and Other Distributions” and “Item 1A. Risk Factors—Risks

Related to Our Common Stock—We may not continue to pay dividends on our common stock.”

Securities Authorized for Issuance Under Equity Compensation Plans

The following table provides information as of December 31, 2021 regarding common stock of
First Republic Bank to be issued pursuant to (i) outstanding RSUs or PSUs, and (ii) common stock of
First Republic Bank remaining available for issuance under the 2017 Omnibus Award Plan and the

ESPP. No stock options were outstanding as of December 31, 2021.

Weighted Number of Shares
Number of Shares Average Exercise Remaining Available for
to Be Issued upon Price of Future Issuance Under
Exercise of Outstanding Equity Compensation
Outstanding Options, Plans (Excluding
Options, Warrants Warrants and Securities Reflected in
Plan Category and Rights Rights First Column)
Equity compensation plans approved by
securityholders ..............c. .. 45134370 § — 2,298,499 @
Equity compensation plans not approved by
securityholders ........ ... o o — — —
Total oo 4,513,437 S — 2,298,499

M Includes 3,491,212 outstanding RSUs and 1,022,225 outstanding PSUs, which do not have an exercise price.

@ The number of shares remaining available for future issuance consists of 585,123 shares reserved for future purchase under the Bank's

ESPP and 1,713,376 shares reserved for future awards under our stock award plan, the Bank's 2017 Omnibus Award Plan.
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See Note 18 in “Item 8. Financial Statements and Supplementary Data” for information on our
2017 Omnibus Award Plan and ESPP.

Performance Graph

The following graph compares, for the period from December 31, 2016 through December 31,
2021, the cumulative shareholder return (change in the stock price plus reinvested dividends) and
the total CAGR for the common stock of First Republic Bank with the cumulative return and the
CAGR for the (i) Standard and Poor’'s 500 (“S&P 500") Index and (ii) KBW Bank Index. The
performance reflected below assumes that $100 was invested in our common stock and each of the
indices listed below at their closing prices on December 31, 2016. The performance of our common
stock reflected below is not indicative of our future performance.

Total Return Performance

250
233

200

165

Value

150

100 —

50

12/31/2016 12/31/2017 12/31/2018 12/31/2019 12/31/2020 12/31/2021
——FRC —e—S&P 500 —a— KBW Bank Index |

Cumulative Return as of December 31, 5-year
2016 2017 2018 2019 2020 2021 CAGR

First Republic Bank (“FRC") ... $100 $ 95 $ 96 $130 $164 $232  18%
S&P 500 INAX .+ oo ve e et $100 $122 S$116 $153 $181 $233  18%
KBW Bank INAEX ..o vve et $100 $119 $ 98 $133 $119 $165 11%

Recent Sales of Unregistered Securities

During the quarter ended December 31, 2021, we sold 50,827 shares of common stock to
eligible employees under the ESPP for aggregate cash consideration of $9 million. These sales were
exempt from registration under the Securities Act of 1933, as amended (the “Securities Act”),
pursuant to Section (3)(a)(2) thereof because the sales involved securities issued by a bank.

During the quarter ended December 31, 2021, we granted 20,793 RSUs, net of forfeitures, that
are time vesting. In addition, we granted 25,213 RSUs, net of forfeitures, that vest over time,
provided certain performance criteria are achieved. These awards (both time-vesting and
performance-vesting) were granted to certain employees, and had an aggregate grant date fair
value of $10 million. We did not receive any cash consideration in connection with these grants.
These grants were exempt from registration under the Securities Act, pursuant to Section (3)(a)(2)
thereof because the grants involved securities issued by a bank.
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In November 2021, we sold 29,600,000 depositary shares, each representing a 1/40th interest
in a share of the Bank’s 4.500% Noncumulative Perpetual Series N Preferred Stock for aggregate
cash consideration of $740 million. The aggregate underwriting discount was $17 million. Net
proceeds, after underwriting discounts, were $723 million, which we used for general corporate
purposes. This transaction was exempt from registration under the Securities Act, pursuant to
Section (3)(a)(2) thereof because the transaction involved securities issued by a bank.

Purchases of Equity Securities By the Issuer and Affiliated Purchasers

We did not repurchase any of our common stock during the fourth quarter of 2021.

Item 6. [Reserved]
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FIRST REPUBLIC BANK
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Item 7. Management's Discussion and Analysis of Financial Condition and Results of
Operations.

Introduction

The discussion of our results of operations for the past three fiscal years that follows should be
read in conjunction with our financial statements and related notes thereto presented elsewhere in
our Annual Report on Form 10-K. For a discussion of the changes in our results of operations for the
year ended December 31, 2020 compared to the year ended December 31, 2019, refer to Part 1,
“Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations” in
our Annual Report on Form 10-K for the year ended December 31, 2020. In addition to historical
information, this discussion includes certain forward-looking statements regarding events and
trends that may affect our future results. Refer to “Information Regarding Forward-Looking
Statements” on page 5. For a more complete discussion of the factors that could affect our future
results, see “Item 1A. Risk Factors.”

We derive our income from the following principal areas: (1) net interest income, which is
our largest source of income, and constitutes the difference between the interest income that
we receive from interest-earning assets, such as loans and investment securities, and the
interest expense that we pay on interest-bearing liabilities, such as deposits and borrowings;
(2) fee income from wealth management activities, including investment management, trust,
brokerage, insurance and foreign exchange; (3) fees for deposit services; (4) loan and related
fees, including late charge income, loan-related processing fees, prepayment penalties on sold
loans, and payoff fees; and (5) earnings from the sale and servicing of real estate secured loans.
We currently operate our business through two business segments: Commercial Banking and
Wealth Management.

Averages presented are daily averages unless otherwise indicated.

Non-GAAP Financial Measures

Our management uses and believes that investors benefit from using certain non-GAAP
measures of our financial performance, which include tangible book value per common share,
return on average tangible common shareholders’' equity, and net interest income on a fully taxable-
equivalent basis. Management believes that tangible book value per common share and return on
average tangible common shareholders’ equity are useful additional measures to evaluate our
performance and capital position without the impact of goodwill and other intangible assets and
preferred stock. In addition, to facilitate relevant comparisons of net interest income from taxable
and tax-exempt interest-earning assets, when calculating yields and net interest margin, we adjust
interest income on tax-exempt securities and tax-advantaged loans so such amounts are fully
equivalent to interest income on taxable sources. We believe that these non-GAAP financial
measures, when taken together with the corresponding GAAP financial measures, provide
meaningful supplemental information that is not otherwise required by GAAP or other applicable
requirements. These non-GAAP financial measures should be considered in addition to, not as a
substitute for, financial measures prepared in accordance with GAAP. A reconciliation of the
non-GAAP calculation of the financial measure to the most comparable GAAP financial measure is
presented in relevant tables under “—Liquidity and Capital Resources—Return on Average
Common Shareholders’ Equity and Return on Average Tangible Common Shareholders’ Equity,”
“*—Liquidity and Capital Resources—Book Value per Common Share and Tangible Book Value per
Common Share,” and “Results of Operations—Years Ended December 31, 2021, 2020 and 2019—
Net Interest Income and Net Interest Margin.”
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FIRST REPUBLIC BANK
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Selected Financial Data

The following table presents our selected financial data and ratios at the dates or for the
periods indicated:

As of or for the Year Ended

December 31,
($ in millions, except per share amounts) 2021 2020 2019
Selected Financial Data:
INEErEST INCOME . ettt e e e e e S 438 $§ 3,853 S 3,579
INEErESt EXPENSE ottt e 271 591 815
Netinterest iNCoOMe ... . 4114 3,262 2,764
Provision for creditlosses () ... 59 157 62
Net interest income after provision for creditlosses ........................ 4,055 3,105 2,702
NoONINtEreStiNCOME .. i e 920 655 577
NONINtEreSt EXPENSE L.ttt 3,147 2,426 2,146
NET INCOME . e e e 1,478 1,064 930
Dividends on preferred stock ....... ... 99 59 49
Net income available to common shareholders ............................ $ 1,379 $ 1,006 $ 881
Selected Ratios:
BaSIC EPS it § 778 $ 58 § 525
DIIUTEA EPS e § 768 $ 581 $§ 520
Returnon average assets @ ... ... .. 0.89% 0.82% 0.88%
Return on average common shareholders’ equity ® ........................ 12.24% 10.59%  10.59%
Return on average tangible common shareholders’ equity @ ................ 12.49%  10.86%  10.94%
Average equity t0 average assets ... ... 8.28% 8.31% 8.76%
Dividends per COMmMON SNAE ... ...ttt e § 08 S 079 $ 075
Dividend payout ratio . ... 11.2% 13.6% 14.4%
Book value per COmmON SNare . ..........ueeiii e S 6834 S 5861 $ 51.63
Tangible book value per commonshare® .. ........ ... ... ccoiieeiiin... $ 6710 S 57.30 $ 50.24
Netinterest margin ... ..o 2.67% 2.72% 2.83%
Efficiency ratio © ... . 62.5% 61.9% 64.2%
Selected Asset Quality Ratios:
Nonperforming assetstototalassets ..., 0.08% 0.13% 0.12%
Allowance for loan credit lossesto totalloans ........... ... ... . ... ... 0.51% 0.56% 0.55%
Allowance for loan credit losses to nonperformingloans .................... 500% 345% 346%
Net loan charge-offsto average totalloans ......... . ... ... . oo, 0.00% 0.00% 0.01%
Capital Ratios:
Tierlleverage ratio . .. ..o 8.76% 8.14% 8.39%
CETTratio .« ottt 9.65% 9.67% 9.86%
Tier1risk-based capital ratio ....... ... 1256% 11.18% 11.21%
Total risk-based capital ratio .........c. i 13.72%  12.55% 12.73%

M For 2021 and 2020, the provision for unfunded loan commitments is included in the provision for credit losses. For 2019, the provision for
unfunded loan commitments is included in other noninterest expense.

@ Return on average assets is the ratio of net income to average assets.

@ Return on average common shareholders’ equity is the ratio of net income available to common shareholders to average common
shareholders’ equity.

@ Refer to table in “—Liquidity and Capital Resources—Return on Average Common Shareholders’ Equity and Return on Average Tangible
Common Shareholders' Equity” for a reconciliation of this non-GAAP financial measure to the most comparable GAAP measure.

) Refer to table in “—Liquidity and Capital Resources—Book Value per Common Share and Tangible Book Value per Common Share" for a
reconciliation of this non-GAAP financial measure to the most comparable GAAP measure.

®  Efficiency ratio is the ratio of noninterest expense to the sum of net interest income and noninterest income.
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Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations are based on
our financial statements, which have been prepared in accordance with GAAP. The preparation of
these financial statements requires us to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenues and expenses and related disclosures. On an ongoing basis,
we evaluate our estimates, including those related to ACL on loans. We base these estimates on our
historical experience and on various other assumptions that we believe are reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values
of assets and liabilities that are not readily apparent from other sources. We consider the significant
accounting policy below to be a critical accounting policy and estimate because of the significance
to our financial condition and results of operations and the difficult and subjective judgments,
assumptions and estimates involved. Actual results may differ from these estimates under different
assumptions or conditions.

Allowance for Credit Losses on Loans

The Bank estimates its ACL using quantitative models, expert judgment, qualitative factors and
individual assessments to determine the expected credit losses over the life of its loans. Loans with
similar risk characteristics within each class are pooled when developing the allowance, and loans
that do not share similar risk characteristics are individually assessed. For a complete description of
the accounting policies for determining the Bank's ACL on loans, see Note 1 and Note 4 in “Item 8.
Financial Statements and Supplementary Data.”

Estimated loss amounts determined by the Bank’s quantitative models are based on the
macroeconomic forecast scenario, contractual maturity dates, prepayment (or repayment)
projections and, in most cases, loan specific risk characteristics over a reasonable and supportable
period and a reversion period, after which the Bank reverts to its historical loss rate for the
remaining life of the loan. The models also account for prepayments during the life of the loan.

For residential real estate, income property, tax-exempt business, and other business loans,
expected credit losses are determined by PD/LGD models. For other secured and certain unsecured
loans, expected credit losses are determined by loss rate models. The Bank's ACL measured using
these quantitative models is sensitive to various factors, but the most impactful are the HPI,
Apartment Price Index, CRE Price Index, unemployment rates, and the 3-year CMT.
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FIRST REPUBLIC BANK
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The ACL determined by the quantitative models and associated qualitative reserve represents
the largest portion of the Bank’s total ACL on loans. To illustrate the impact of changes in these key
variables to the Bank's ACL, the Bank performed a hypothetical sensitivity analysis that forecasted
pessimistic trends in these variables over the two-year reasonable and supportable period. The
following table presents the key variables used in estimating the Bank's ACL on loans for the period
ended December 31, 2021 and the more pessimistic forecasted variables in the hypothetical
sensitivity analysis.

December 31,2021 ACL Hypothetical Pessimistic
Macroeconomic Forecast Macroeconomic Forecast

Key ACL variables Year1 Year 2 Year 1 Year 2

HPIlgrowth (decling) ........ ..., 6.9% 2.9% (5.5)% (1.0)%
CRE Price Index growth (decline) .................... 0.5% 9.1% (14.6)% 0.0%
Apartment Price Index growth (decline) .............. 2.9% 2.0% (5.4)% 3.8%
Unemploymentrate ....... ... . i 3.9% 4.0% 8.8% 6.9%
3-year CMT .. 1.03% 1.55% 0.74% 1.01%

The impact of this hypothetical pessimistic forecast would result in a net increase of
$39 million in the Bank's total ACL on loans as of December 31, 2021, primarily driven by a
$65 million increase in ACL from the quantitative models, partially offset by a $26 million decrease
in the qualitative reserve.

The hypothetical analysis is intended to illustrate the impact of adverse changes in the
macroeconomic environment and is not intended to reflect the full nature and extent of potential
future change in the ACL or even what the ACL would be under these adverse economic
circumstances. It is difficult to estimate how potential changes in any one of the quantitative inputs
or qualitative factors might affect the overall ACL and the Bank’s current assessments may not
reflect the potential future impact of changes to those inputs or factors.
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Current Accounting Developments

The following ASUs have been issued by the FASB, but were not yet effective as of

December 31, 2021:

ASU 2020-04—Reference Rate Reform (ASC 848): Facilitation of the Effects of Reference
Rate Reform on Financial Reporting and subsequent related ASU

The amendments were issued in March 2020 to
address the expected discontinuation of LIBOR
and other reference rates. Under the new
guidance, entities can elect not to apply certain
modification accounting requirements to
contracts affected by the reference rate reform if
1) the contract references LIBOR or another
reference rate expected to be discontinued and
2) the modified terms either directly replace or
have the potential to replace the rate expected to
be discontinued, and 3) any contemporaneous
changes either change or have the potential to
change the amount and timing of cash flows
related to the replacement of the reference rate.
Contract modifications meeting such criteria can
be accounted for as a continuation of the existing
contract and do not need to be remeasured.

The amendments are effective from the date of
adoption through December 31, 2022, and may
only be applied to eligible contract modifications
made during that period. Additional guidance is
expected to be issued by the FASB to extend the
applicable date in consideration of the timing of
the discontinuation of LIBOR.
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The Bank prospectively adopted this guidance
effective January 1, 2022 with no impact to the
Bank’'s consolidated financial statements.
Upon adoption, all eligible loan contract
modifications made prior to December 31,
2022 will be accounted for as continuations of
the existing loan contracts.

The Bank has loans that determine the amount
of interest by reference to certain benchmark
rates or indices, including COFI, which the
FHLB of San Francisco ceased calculating and
publishing on January 31, 2022, and certain
tenors of USD LIBOR, which will cease to be
published or cease to be representative after
June 30, 2023. The Bank has ceased
originating new loans indexed to these rates,
and has established a working group to
transition existing loans. New loan originations
are currently indexed to Prime or a 12-month
average of 1-year CMT.

As the replacement index for COFI, the Bank
selected Freddie Mac's Enterprise 11th District
COFl Institutional Replacement Index, which is
based on Federal COFI plus/minus a spread
adjustment equal to the five-year historical
median spread between COFl and Federal
COFl. In February 2022, the Bank began
transitioning outstanding loans indexed to
COFI to this new index. The Bank is continuing
the assessment of outstanding loans indexed
to LIBOR.



FIRST REPUBLIC BANK
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Key Factors Affecting Our Business and Financial Statements
Interest Rates

Net interest income is our largest source of income and is the difference between the interest
income on interest-earning assets (usually loans and investment securities) and the interest
expense incurred on interest-bearing liabilities (usually deposits and borrowings). The level of net
interestincome is further driven by the strong sustained growth of the balance sheet. These factors
are influenced by the volume, pricing and mix of interest-earning assets and interest-bearing
liabilities which, in turn, are impacted by external factors such as local economic conditions,
competition for loans and deposits, the monetary policy of the FOMC, market liquidity and interest
rates.

The rates paid on our deposits and short-term borrowings are largely based on short-term
interest rates, the level of which is driven primarily by the FOMC's actions. However, the yields
generated by our loans and securities are typically driven by short-term and longer-term interest
rates, which are set by the market, or, at times influenced by the FOMC's actions, and generally vary
from day to day. The level of net interest income is therefore influenced by movements in such
interest rates and the magnitude or pace at which such movements occur. Declines in the yield
curve or prolonged periods of flat or inverted yield curve could have an adverse impact on our net
interest margin, net interest income, or both. The FOMC's actions can meaningfully influence the
interest-rate environment, which may impact our net interest margin.

See “Item 1A. Risk Factors—Market and Interest Rate Risk—We are subject to interest rate risk
and fluctuations in interest rates may negatively impact our net interest income” and “ltem 7A.
Quantitative and Qualitative Disclosures About Market Risk” for additional discussion of risks
related to interest rates.

Regulatory and Supervisory Matters

Our results of operations are affected by the regulatory environment and requirements
imposed on us by regulators. The extensive regulation and supervision that govern our business
continue to evolve as the legal and regulatory framework changes and as our business grows. As
described under “Iltem 1. Business—Supervision and Regulation—Capital Requirements,” we are
subject to regulatory requirements specifying minimum amounts and types of capital that we must
maintain. In addition, although we are not subject to certain liquidity ratio requirements, we
nevertheless maintain on-balance sheet liquidity and a portfolio of HQLA. Changes in regulation or
continued growth of the Bank may cause us to be subject to more stringent capital and/or liquidity
requirements. The timing, nature and impact of any future changes to legal and regulatory
requirements cannot be predicted.

Additionally, as described under “ltem 1. Business—Supervision and Regulation—COVID-19,”
there have been a number of recent bank regulatory actions and legislative changes intended to
help mitigate the adverse economic impact of COVID-19 on borrowers, including mandates
requiring financial institutions to work constructively with borrowers affected by COVID-19, which
include the CARES Act and CAA enacted by the U.S. Government and measures adopted by
California and other states. Further actions taken by U.S. or other governmental authorities may
result in regulatory uncertainty and may impose additional restrictions. While such regulatory and
legislative responses to COVID-19 have not had a materially negative impact on our business to
date, we cannot predict the impact of any current or future regulatory or legislative responses on
our business.
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In addition to these regulatory and supervisory matters, our results of operations may be
affected by other legislative developments or reforms, including comprehensive tax reform that may
be adopted by Congress. We continue to monitor potential changes being considered to the tax
code, including potential changes to the taxation of business entities, as well as other potential
reforms. The adoption, details and timing of any such tax reform are uncertain, and the impact of
any changes or developments cannot be predicted.

COVID-19

COVID-19 has created significant volatility in the financial markets and impacted global and
local economies. Various measures, including legislative and regulatory actions, have been taken to
stabilize markets, promote economic growth, and assist those negatively impacted by the
pandemic. Although there has been an improvement in economic outlook in recent months,
economic conditions continue to be subject to rapid changes in response to ongoing COVID-19
developments, including the emergence of new variants of COVID-19 and the efficacy of vaccines.

We actively monitor COVID-19 developments and continue to focus on the health and safety of
our colleagues and clients. Our initial response to the pandemic has included: company-wide
remote working arrangements, modified openings in our preferred banking offices, social
distancing and other measures to ensure the safety of our colleagues and clients; and community
support through corporate contributions for those in need. We continue to follow applicable
guidelines and ordinances throughout our organization.

See “Item 1A. Risk Factors—Risk Related to the COVID-19 Pandemic—COVID-19 has caused
substantial disruptions to the domestic and global economy, and the communities we serve, which
may have an adverse effect on our business, financial position and results of operations” for
additional discussion of risks related to COVID-19.

Financial Highlights
Assets

« Ourtotal assets were $181.1 billion at December 31, 2021 and $142.5 billion at December 31,
2020, a 27% increase. Asset growth was driven primarily by very strong deposit growth, which
was deployed into loans, investments and higher cash balances.

Investments

« At December 31, 2021, total investment securities were $25.7 billion, a 39% increase compared
to $18.5 billion at December 31, 2020. The increase in investment securities was primarily due
to purchases of municipal securities, agency commercial MBS and corporate debt securities,
partially offset by calls and paydowns. Total investment securities represented 14% of total
assets at December 31, 2021, compared to 13% of total assets at December 31, 2020. For
additional discussion regarding our investment portfolio, see “—Balance Sheet Analysis—
Investments.”

« Our holdings of assets that are considered HQLA, including eligible cash, totaled $30.4 billion
at December 31, 2021, compared to $18.1 billion at December 31, 2020. At December 31, 2021,
HOQLA represented 17% of average total assets for the fourth quarter of 2021.
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Loans

At December 31, 2021, loans, excluding loans held for sale, were $135.0 billion, an increase of
20% compared to $112.6 billion at December 31, 2020. Loans increased as a result of growth
primarily in single family, capital call lines of credit, multifamily and stock secured loans,
partially offset by a decrease in PPP loans. For additional discussion regarding our loan
portfolio, see “—Balance Sheet Analysis—Loan Portfolio.”

Average loan balances in 2021 were $123.1 billion, an increase of 22% compared to
$100.5 billion in 2020.

Our single family mortgage loans, including loans held for sale and HELOCs, were $79.4 billion
and represented 59% of total loans at December 31, 2021, compared to $63.8 billion, or 57% of
total loans at December 31, 2020.

Loan origination volume was $64.8 billion in 2021, compared to $52.7 billion in 2020 and

$38.0 billion in 2019, an increase of 23% in 2021 and an increase of 39% in 2020. Loan
originations increased in 2021 primarily due to increases in single family lending and capital call
lines of credit.

Deposits

Total deposits were $156.3 billion at December 31, 2021, an increase of 36% compared to
$114.9 billion at December 31, 2020. Deposits increased as a result of expanding existing client
relationships, referrals from existing clients, and new deposit clients. We continue to
emphasize building banking relationships through checking and other transaction deposit
accounts. See “—Balance Sheet Analysis—Deposit Gathering” for additional information.

Average deposit balances were $139.2 billion in 2021, an increase of 39% compared to
$100.2 billion in 2020.

At December 31, 2021, checking deposit balances were $112.1 billion, or 72% of total deposits,
compared to $76.9 billion, or 67% of total deposits at December 31, 2020.

The following table presents percentages of business and consumer deposits:

December 31,
Business and Consumer Deposits as a % of Total Deposits 2021 2020 2019
BUSINESS AEPOSITS vttt 60% 57% 56%
CONSUMET AEPOSITS v ottt et et e e e e e e e e 40 43 44
Total oo 100% 100% 100%

Capital, Book Value per Common Share and Tangible Book Value per Common Share

Our Tier 1 leverage ratio at December 31, 2021 was 8.76%. Our capital ratios exceeded all
applicable regulatory requirements at December 31, 2021 for well-capitalized institutions. See “—
Liguidity and Capital Resources—Regulatory Capital Components and Ratios” for further
discussion of capital ratios and our capital requirements.

Book value per common share was $68.34 at December 31, 2021, a 17% increase from
December 31, 2020.

Tangible book value per common share was $67.10 at December 31, 2021, a 17% increase from
December 31, 2020.
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Capital Markets Activity

Our capital markets activity for 2021 included the following:

In February 2021, we sold 29,900,000 depositary shares, each representing a 1/40th interest
in a share of our 4.250% Series L Preferred Stock, at a public offering price of $25.00 per
depositary share in an underwritten public offering. We issued 747,500 shares of the Series
L Preferred Stock in connection with the offering, each with a liquidation preference of
$1,000. Net proceeds, after underwriting discounts and expenses, were $733 million.

In March 2021, we sold 2,012,500 shares of common stock in an underwritten public
offering. Net proceeds, after underwriting discounts and expenses, were $331 million.

In March 2021, we redeemed all outstanding shares of our 5.50% Series G Preferred Stock,
which totaled $150 million plus all accrued and unpaid dividends through the date of
redemption.

In July 2021, we sold 30,000,000 depositary shares, each representing a 1/40th interestin a
share of our 4.000% Series M Preferred Stock, at a public offering price of $25.00 per
depositary share in an underwritten public offering. We issued 750,000 shares of the Series
M Preferred Stock in connection with the offering, each with a liquidation preference of
$1,000. Net proceeds, after underwriting discounts and expenses, were $736 million.

In August 2021, we sold 2,300,000 shares of common stock in an underwritten public
offering. Net proceeds, after underwriting discounts and expenses, were $444 million.

In November 2021, we sold 29,600,000 depositary shares, each representing a 1/40th
interestin a share of our 4.500% Series N Preferred Stock, at a public offering price of
$25.00 per depositary share in an underwritten public offering. We issued 740,000 shares of
the Series N Preferred Stock in connection with the offering, each with a liquidation
preference of $1,000. Net proceeds, after underwriting discounts and estimated expenses,
were approximately $721 million.

Dividends

Cash dividends paid in 2021 were $0.86 per share of common stock, compared to $0.79 in 2020
and $0.75in 2019.

On January 14, 2022, we declared a cash dividend for the fourth quarter of 2021 of $0.22 per
share, which was paid on February 10, 2022 to shareholders of record as of January 27, 2022.
Any future payment of dividends will be subject to ongoing regulatory oversight and board
approval.

Wealth Management Assets

Wealth management AUM and AUA increased 44% to $279.4 billion at December 31, 2021, from
$194.5 billion at December 31, 2020. The increase in AUM and AUA was due to net client inflow
and market appreciation. See “—Business Segments” for additional information.

Effective Tax Rate

The Bank's effective tax rate for 2021, 2020 and 2019 was 19.1%, 20.2% and 17.9%, respectively.
See “—Results of Operations—Years Ended December 31, 2021, 2020 and 2019—Provision for
Income Taxes” for additional information.
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Results of Operations—Years Ended December 31, 2021, 2020 and 2019

Overview

Net income was $1.5 billion in 2021, compared to $1.1 billion in 2020 and $930 million in 2019,
an increase of 39% in 2021 and an increase of 14% in 2020. The increase in 2021 was primarily due
to higher net interest income, higher noninterest income and lower provision for credit losses,
partially offset by higher noninterest expense. Diluted EPS were $7.68 in 2021, compared to $5.81in
2020 and $5.20 in 2019, an increase of 32% in 2021 and an increase of 12% in 2020.

Net income for the Commercial Banking segment was $1.3 billion in 2021, compared to
$961 million in 2020 and $828 million in 2019, an increase of 33% in 2021 and an increase of 16% in
2020. The Wealth Management segment’s net income was $202 million in 2021, compared to
$103 million in 2020 and $102 million in 2019, an increase of 96% in 2021 and a slight increase in
2020. For a discussion of segment results, see “—Business Segments.”

Net Interest Income and Net Interest Margin

Net interest income was $4.1 billion in 2021, compared to $3.3 billion in 2020 and $2.8 billion in
2019, an increase of 26% in 2021 and an increase of 18% in 2020.

Net interest margin represents net interest income on a fully taxable-equivalent basis divided by
total average interest-earning assets. Net interest margin was 2.67% in 2021, compared to 2.72% in
2020 and 2.83% in 2019. The decrease in 2021 was primarily due to higher average cash balances during
the year.

On an average basis, interest-earning assets and interest-bearing liabilities increased 28% and 13%
in 2021, respectively, and both increased 23% in 2020. Average noninterest-bearing checking deposit
balances, a significant source of our funding, increased 58% in 2021 and increased 25% in 2020.

Yields/Rates (Fully Taxable-Equivalent Basis)

The following table presents the distribution of average assets, liabilities and equity, interest
income and resulting yields on average interest-earning assets, and interest expense and rates on
average interest-bearing liabilities on a fully taxable-equivalent basis. Nonaccrual loans are
included in the average balances of loans and in the calculation of average loan yields.
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Year Ended December 31,

2021

2020 2019

Interest

Interest Interest

Average Income/ Yields/ Average Income/ Yields/ Average Income/ Yields/
($ in millions) Balance Expense () Rates Balance Expense () Rates Balance Expense () Rates
Assets:
Interest-bearing deposits with banks ........... $ 12,876 $ 17 0.13% $ 4,018 $ 8 019% S 1,268 S 24 1.88%
Investment securities:
U.S. Government-sponsored agency
SECUNMtIeS .o oo 98 2 1.56% 193 5 2.56% 818 24 2.94%
Agency residential and commercial MBS ... ... 6,125 117 1.91% 6,348 160 2.51% 6,736 192 2.85%
Other residential and commercial MBS ....... 29 1 2.00% 26 1 2.29% 4 0 3.83%
Tax-exempt municipal securities ............. 13,704 549 4.01% 11,329 486 4.29% 8,981 400 4.46%
Taxable municipal securities ................ 1,510 45 2.98% 738 25 3.32% 237 9 3.64%
Otherinvestment securities ................. 1,157 32 2.80% 52 1 277% 27 1 2.70%
Total investment securities ................ 22,623 746 3.30% 18,686 678 3.62% 16,803 626 3.73%
Loans:
Residentialrealestate ...................... 72,679 2,048 2.82% 56,628 1,703 3.01% 45,359 1,491 3.29%
Multifamily ... 14,735 539 3.61% 13,093 489 3.68% 11,248 439 3.85%
Commercialrealestate ..................... 8,260 321 3.83% 7,752 313 3.97% 7,089 302 4.20%
Multifamily/commercial construction ........ 2,067 105 4.99% 1,935 95 4.82% 1,617 89 5.44%
BUSINESS .« 16,033 520 3.20% 12,846 465 3.56% 11,302 504 4.40%
PP 1,418 51 3.58% 1,432 33 2.26% — — —%
Other ..o 7,938 169 2.10% 6,842 173 2.48% 5,559 188 3.33%
Totalloans ... 123,130 3,753 3.03% 100,528 3,271 3.23% 82,174 3,013 3.64%
FHLBStOCK .o 266 19 7.14% 442 24 5.40% 332 21 6.46%
Total interest-earningassets .............. 158,895 4,535 2.84% 123,674 3,981 3.20% 100,577 3,684 3.64%
Noninterest-earning assets:
Noninterest-earningcash ................... 404 439 347
Goodwill and otherintangibles .............. 225 231 266
Otherassets ... 6,671 5,104 4,376
Total noninterest-earningassets ........... 7,300 5,774 4,989
Total ASSetS .. $166,195 $129,448 $105,566
Liabilities and Shareholders’ Equity:
Deposits:
Interest-bearing checking ................... S 33,977 6 0.02% S 24,143 16 0.07% S 16,963 30 0.18%
Money market checking .................... 20,662 25 0.12% 14,848 56 0.38% 10,895 124 1.14%
Money market savings and passbooks ........ 15,308 25 0.17% 10,659 32 0.30% 9,219 72 0.78%
CDS ettt 7,926 39 0.49% 11,754 172 1.46% 12,769 274 2.14%
Total interest-bearing deposits @ .......... 77,873 95 0.12% 61,404 276 0.45% 49,846 500 1.00%
Borrowings:
Short-term borrowings . ..., 0 0 0.09% 311 5 1.52% 2,279 50 2.21%
Long-term FHLB advances .................... 8,609 115 1.34% 14,330 250 1.74% 9,738 210 2.15%
SENIOrNOLES .« .t vttt 997 24 2.42% 938 23 2.44% 680 18 2.67%
Subordinatednotes ........ .. i 779 37 4.68% 778 37 4.68% 778 37 4.68%
Total borrowings ..., 10,385 176 1.70% 16,357 315 1.92% 13,475 315 2.34%
Total interest-bearing liabilities® .......... 88,258 271 0.31% 77,761 591 0.76% 63,321 815 1.29%
Noninterest-bearing checking ................. 61,325 38,796 31,134
Other noninterest-bearing liabilities . ........... 2,847 2,131 1,859
Total noninterest-bearing liabilities ........ 64,172 40,927 32,993
Preferred shareholders’ equity ................. 2,502 1,268 930
Common shareholders’equity ................. 11,263 9,492 8,322
Total Liabilities and Shareholders’ Equity .... $166,195 $129,448 $105,566
Netinterestspread® ......................... 2.53% 2.44% 2.35%
Net interest income (fully taxable-equivalent
basis) and net interest margin® ............. S 4,264 2.67% S 3,390 2.72% S 2,869 2.83%
Reconciliation of tax-equivalent net interest
income to reported net interest income:
Municipal securities tax-equivalent
adjustment ... (122) (101) (78)
Business loans tax-equivalent adjustment ...... (28) 27) 27)
Net interestincome, asreported ............... S 4114 S 3,262 S 2,764
Supplemental information:
Total deposits (interest-bearing and noninterest-
bearing) ... $139,198 $ 95 0.07% $100,200 $ 276 0.28% $ 80,980 $ 500 0.62%
Total deposits (interest-bearing and noninterest-
bearing) and borrowings ............ .. ... $149,583 $ 271 0.18% $116,557 $ 591 0.51% $ 94,455 $ 815 0.86%

(continued on following page)
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(continued from previous page)

Note: Certain prior period amounts have been reclassified to conform to the current period presentation.

M Interest income on tax-exempt securities and loans has been adjusted to the fully taxable-equivalent basis using the statutory federal
income tax rate in effect for each respective period presented.

@  Refer to supplemental information in this table for average balances, interest expense and rates for total deposits (interest-bearing and
noninterest-bearing).

@ Refer to supplemental information in this table for average balances, interest expense and rates for total deposits (interest-bearing and
noninterest-bearing) and borrowings.

@ Netinterest spread represents the average yield on interest-earning assets less the average rate on interest-bearing liabilities.

®)  Netinterest margin represents net interest income on a fully taxable-equivalent basis divided by total average interest-earning assets.

®  Fully taxable-equivalent net interest income is considered a non-GAAP financial measure, and is reconciled to GAAP net interest income in
this table.

Interest Income

The following table presents interest income and fully taxable-equivalent interest income:

Year Ended December 31, % Change
2021vs. 2020vs.
($in millions) 2021 2020 2019 2020 2019
Interestincome:
LOBNS .« vttt e e e $3,725 $3,245 $2,986 15% 9%
Investments ... . 624 576 548 8% 5%
Other O 19 24 21 (21)% 11%
Cashandcashequivalents ........... ... ... . .. 17 8 24 126% (69)%
Total interestincome ... $4,385 $3,853 $3,579 14% 8%
Fully taxable-equivalent interest income: @
0N vttt e $3,753 $3,271 $3,013 15% 9%
INVESTMENTS oottt e e e e e e e S 746 S 678 S 626 10% 8%

(1) Represents dividends on FHLB stock.
(2) Refertothe tablein “—Net Interest Income and Net Interest Margin—Yields/Rates (Fully Taxable-Equivalent Basis)” for a reconciliation of
the fully taxable-equivalent net interest income non-GAAP financial measure to the most comparable GAAP measure.

Total interest income consists of interest income on loans and investments, FHLB stock dividends,
and interest income on cash and cash equivalents. The increase in interest income in 2021 was the
result of an increase of 28% in average interest-earning assets compared to 2020, partially offset by a
decrease in the average yield on interest-earning assets to 2.84% from 3.20% in 2020.

Loans

Interest income on loans increased in 2021 due to continued loan growth, partially offset by a
decrease in the average yield. Average loan balances increased 22% in both 2021 and 2020. The average
yield on loans was 3.03% in 2021, compared to 3.23% in 2020 and 3.64% in 2019. The decrease in the
average yield on loans in 2021 was driven by lower rates on new loans, and also by the level of the federal
funds rate, which averaged 0.25% in 2021, compared to 0.54% in 2020 and 2.28% in 2019.

Interest income on loans included prepayment penalty fees of $29 million, $19 million and

$13 million in 2021, 2020 and 2019, respectively. The increase in 2021 was primarily due to higher
prepayments on multifamily and single family loans.
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QOuryield on loans is affected by a number of factors: market interest rates, the level of
adjustable-rate loan indices, interest rate floors and caps, the repayment rate of loans, portfolio mix
and the level of nonaccrual loans. Our weighted average contractual loan rate (on a fully taxable-
equivalent basis) was 2.97% at December 31, 2021, compared to 3.09% at December 31, 2020. For
ARM loans, the yield is also affected by the timing of changes in the loan rates, which generally lag
market rate changes. At December 31, 2021, 26% of our total loans were adjustable-rate or mature
within one year, compared to 27% at December 31, 2020.

Investments

Interestincome on investments increased in 2021 primarily due to higher average investment
balances, partially offset by lower average yield. Average investment balances increased 21% in 2021
and increased 11% in 2020. The increase in 2021 was primarily due to investment purchases, partially
offset by calls and paydowns. The average yield on investment securities was 3.30% in 2021, compared
10 3.62% in 2020 and 3.73% in 2019. The yield decline in 2021 was primarily the result of lower yields on
new purchases of municipal securities and agency residential and commercial MBS.

Interest Expense
The following table presents interest expense:

Year Ended December 31, % Change
2021vs. 2020 vs.
($ in millions) 2021 2020 2019 2020 2019
Interest expense:
Deposits:
Interest-bearing checking ............. ... ... ... ... ...... S 6 $ 16 S 30 (63)% 47 %
Money marketchecking ......... .. i 25 56 124 (55)% (55)%
Money market savings and passbooks .................... 25 32 72 (22)% (55)%
O et 39 172 274 (78)% (37)%
Total interest expenseondeposits...................... 95 276 500 (66)% (45)%
Borrowings:
Short-term borrowings ... — 5 50 NM (91)%
Long-term FHLBadvances ............. ... .. 115 250 210 (54)% 19%
SENIOr NOtES ..ot 24 23 18 6% 26%
Subordinated Notes ... 37 37 37 0% 0%
Total interest expense on borrowings ................... 176 315 315 (44)% 0%
Total interestexpense ............................... §$ 271 $ 591 S 815 (54)% (28)%

Note: Variances that are not meaningful (NM) are not presented in the table above.

Total interest expense consists of interest expense on deposits and borrowings. The decrease
in interest expense in 2021 was the result of a decline in the average cost of interest-bearing
liabilities to 0.31% in 2021 from 0.76% in 2020, partially offset by a 13% increase in average interest-
bearing liabilities.

Deposits

Interest expense on deposits decreased in 2021 due to a decrease in rates paid on deposits due
to a decrease in market interest rates, partially offset by growth in deposit balances. The average
interest rate paid on deposits was 0.12% in 2021, 0.45% in 2020 and 1.00% in 2019. The rates paid
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on deposits were impacted by the level of the federal funds rate, which averaged 0.25% for 2021,
compared to 0.54% in 2020 and 2.28% in 2019, and lower rates on new and renewed CDs.

Interest expense on checking deposits decreased in 2021 due to a decrease in rates paid on
interest-bearing checking deposits, partially offset by an increase in average balances. The
average interest rate paid on total checking deposits was 0.02% in 2021, compared to 0.07% in
2020 and 0.18% in 2019. Average checking deposit balances increased 41% in 2021 and increased
42% in 2020.

Interest expense on money market checking deposits decreased in 2021 due to a decrease in
rates paid, partially offset by an increase in average balances. The average interest rate paid on
money market checking deposits was 0.12% in 2021, compared to 0.38% in 2020 and 1.14% in
2019. Average money market checking deposits balances increased 39% in 2021 and increased
36% in 2020.

Interest expense on money market savings and passbooks deposits decreased in 2021 due to a
decrease in rates paid, partially offset by an increase in average balances. The average interest rate
paid on money market savings and passbooks deposits was 0.17% in 2021, compared to 0.30% in
2020 and 0.78% in 2019. Average money market savings and passbooks deposit balances increased
44% in 2021 and increased 16% in 2020.

Interest expense on CDs decreased in 2021 due to decreases in rates paid and average
balances. The average interest rate paid on CDs was 0.49% in 2021, compared to 1.46% in 2020 and
2.14% in 2019. Average CD balances decreased 33% in 2021 and decreased 8% in 2020.

Average deposit balances increased 39% in 2021 and increased 24% in 2020. The following
table presents average deposit balances by deposit type as a percentage of average total deposits:

Year Ended December 31,

Average Deposits by Type as a % of Average Total Deposits 2021 2020 2019

CRECKING - o 68% 63% 59%
Money market CheCKing .. ... o 15% 15% 14%
Money market savings and passbooks . ... 11% 10% 11%
OIS it 6% 12% 16%

At December 31, 2021, our total deposits were $156.3 billion, compared to $114.9 billion at
December 31, 2020, an increase of 36%, and the weighted average contractual rate paid on total
deposits was 0.05% and 0.10%, respectively. We will continue to focus on growth in our core
deposit base to fund a significant percentage of our future asset growth, although there can be no
assurance we will be successful. If we are not successful, we may need to use other sources of
funding, such as federal funds purchased, FHLB advances, unsecured term senior notes or
unsecured term subordinated notes, which are generally higher in cost.

Borrowings

Interest expense on borrowings decreased in 2021 primarily due to decreases in average long-
term FHLB advances and the average cost of long-term FHLB advances. Average long-term FHLB
advances decreased 40% in 2021 and increased 47% in 2020. Average long-term FHLB advances as
a proportion of total average deposits and borrowings were 10% in 2021, 12% in 2020 and 10% in
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2019. The average cost of long-term FHLB advances was 1.34%, 1.74% and 2.15% in 2021, 2020 and
2019, respectively. The decrease in 2021 was the result of lower interest rates on new advances,
compared to the interest rates on matured borrowings.

Rate and Volume Variances (Fully Taxable-Equivalent Basis)

Net interest income is affected by changes in both volume and interest rates. Volume changes are
caused by increases or decreases during the year in the level of average interest-earning assets and
average interest-bearing liabilities. Rate changes result from increases or decreases in the yields earned
on assets or the rates paid on liabilities. The following table presents for each of the last two years a
summary of the changes in interest income and interest expense resulting from changes in the volume
of average asset and liability balances and changes in the average yields or rates compared to the
preceding year, on a fully taxable-equivalent basis. Unallocated changes in interest income or interest
expense due to both volume and rate changes (such as for changes in investment or borrowing types)
have been allocated proportionally between the volume and the rate variances. For comparability,
certain prior period amounts have been adjusted to conform to the current period presentation.

2021vs. 2020 2020 vs. 2019
(S in millions) Volume Rate Total Volume Rate Total
Increase (decrease) in interest income:
Interest-bearing deposits with banks ................... S 13 S 4 S 9 S 49 S (65 S (16)
Investment securities:
U.S. Government-sponsored agency securities ........ 2) 1) 3) (16) 3) (19)
Agency residential and commercial MBS ............. (5) (38) (43) (10) (22) (32)
Other residential and commercial MBS ............... — — — 1 — 1
Tax-exempt municipal securities ..................... 97 (34) 63 101 (15) 86
Taxable municipal securities ........................ 23 3) 20 17 1) 16
Otherinvestmentsecurities ............ ... ... .. 31 — 31 — — —
Loans:
Residentialrealestate ........ ... .. ... ... ... 459 (114) 345 349 137) 212
Multifamily ....... ... 59 9) 50 70 (20) 50
Commercialrealestate ........ ... ... ... ... 19 11) 8 27 (16) 11
Multifamily/commercial construction ................ 7 3 10 17 (11) 6
BUSINESS it 106 (51) 55 64 (103) (39)
PP 1) 19 18 33 — 33
Other o 25 (29) 4) 39 (54) (15)
FHLB STOCK oot e (12) 7 (5) 7 4) 3
Totalincrease (decrease) ...........coouuuiiinen... 819 (265) 554 748  (451) 297
Increase (decrease) in interest expense:
Deposits:
Interest-bearingchecking ............. ... ... .. ... 6 (16) (10) 12 (26) (14)
Money marketchecking ........... ... .. ... .. ... ... 20 (51) (31) 42 (110) (68)
Money market savings and passbooks ................ 12 (19) 7) 11 (51) (40)
CDS ittt (49) (84) (133) (21) (81) (102)
Short-term borrowings ... — 5) (5) (30) (15) (45)
Long-term FHLBadvances .............. ... ... ... ... (84) (51) (135) 88 (48) 40
SENIOr NOtES .ttt 1 — 1 7 2) 5
Totalincrease (decrease) ...............ccoouu... 94) (226) (320) 109  (333) (2249
Increase (decrease) in net interestincome ........ S 913 S (39) $874 S 639 S$(118) $521
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Provision (Reversal of Provision) for Credit Losses

The following table presents information related to the provision (reversal of provision) for
credit losses:

Year Ended December 31, % Change

2021vs. 2020 vs.

($in millions) 2021 2020 2019 M 2020 2019

Provision (reversal of provision) for credit losses:

Debt securities held-to-maturity .............. ... ... ....... s 2§ 2 S — (4% NM
L0aNS L 61 143 62 (58)% 132%
Unfunded loan commitments @ . ... ... .. ... .. ... ... ....... 4) 12 — NM NM
TOtal oo § 59 $157 § 62 (6% 155%

Note: Variances that are not meaningful (NM) are not presented in the table above.

M Prior to the adoption of CECL, the level of provision for credit losses on loans was based on an incurred loss methodology, which did not
incorporate lifetime expected losses or macroeconomic forecasts.

@ For 2021 and 2020, the provision for unfunded loan commitments is included in the provision for credit losses. For 2019, the provision for
unfunded loan commitments is included in other noninterest expense, which is not presented in this table.

The decrease in the provision for credit losses in 2021 was primarily driven by a substantially
improved economic outlook compared to a year ago, the significant resumption of regular,
consistent loan payments on COVID-19 loan modifications following the end of the modification
period, and a lower probability of funding for unfunded loan commitments, partially offset by loan
growth and qualitative considerations related to the nature and volume of loan portfolio changes
and problem loan trends. The macroeconomic forecasts, historical loss rates, and historical
prepayment (or repayment) speeds used in determining the ACL, under different conditions or using
different assumptions or estimates, could result in significantly different changes in the ACL. It is
difficult to estimate how potential changes in specific factors might affect the overall ACL and
current results may not reflect the potential future impact of macroeconomic forecast changes.

Noninterest Income

The following table presents noninterest income:

Year Ended December 31, % Change

2021vs. 2020vs.

($ in millions) 2021 2020 2019 2020 2019

Noninterestincome:

Investment managementfees ..., .. $ 554 S 395 $ 359 40% 10%
Brokerage and investmentfees........... ... ... .. ... 74 51 41 47% 23%
INSUraNCEe eSS . . i 19 12 13 62% (8)%
TrUSE S ottt 25 19 17 27% 18%
Foreign exchangefeeincome ....... ... ... i, 88 50 41 T7T% 21%
DepPOSIt eSS Lt 27 24 26 13% (9)%
Loanandrelatedfees .......... . 33 28 20 20% 41%
Gain (loss) oninvestmentsecurities .. ........... ... o .. 1 4 3) (83)% NM
Income from investmentsin life insurance . .................. 85 53 45 58% 17%
Otherincome, net ... 14 19 18 24)% 1%
Total noniNterestinCome . ... $ 920 S 655 S 577 41% 13%

Note: Variances that are not meaningful (NM) are not presented in the table above.
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Theincrease in 2021 was primarily driven by higher wealth management fees from growth in
AUM and AUA, as well as increases in income from investments in life insurance resulting from
growth in the investments.

Wealth Management Fees

Wealth management fees consist of fees earned for the management or administration of
clients’ assets, as well as commissions and trading revenues generated from the execution of
client-related brokerage and investment activities, revenue earned from selling life insurance and
annuity policies and fees earned for assisting clients with foreign exchange transactions. For
additional information on the AUM and AUA for the entities comprising the Wealth Management
segment, see “—Business Segments.”

Investment management fees. We provide traditional full-service portfolio management and
customized client portfolios through FRIM. We earn fee income from the management of equity
securities, fixed income securities, balanced portfolios, and alternative investments for our clients.
The increase in investment management fees in 2021 was primarily driven by growth in AUM.
Investment management fees vary with the amount of assets managed and the type of services and
investments chosen, which are impacted by market conditions. Generally, higher fees are earned
for managing equity securities than for managing a fixed income portfolio. FRIM's AUM were
$109.1 billion at December 31, 2021, compared to $83.6 billion at December 31, 2020, an increase of
31% due to market appreciation and net client inflow. The addition of client assets was the result of
growth in investment management services to Bank clients, acquiring new clients, the successful
marketing efforts of existing wealth managers and the hiring of experienced wealth managers who
brought their clients with them. The future level of investment management fees depends on the
level and mix of AUM, type of services and investments chosen by the client, market conditions and
our ability to attract new clients.

Brokerage and investment fees. We perform brokerage and investment activities for clients
through FRSC. We employ wealth managers to offer brokerage services for equity securities, mutual
funds, exchange-traded funds, unit investment trusts, alternative investments, hedging strategies,
treasury securities, municipal bonds, other fixed income securities, money market mutual funds and
other shorter-term liquid investments. The increase in brokerage and investment fees in 2021 was
primarily due to increase in client activity. Such fees vary based on the volume and type of
transaction activity, conditions in the securities markets and our ability to attract new clients. In
addition, at December 31, 2021, we held $151.9 billion of client assets in brokerage accounts
through FRSC and in third-party money market mutual funds, compared to $97.1 billion at
December 31, 2020, an increase of 57%, due to net client inflow and market appreciation.

Insurance fees. We earn revenue from selling life insurance and annuity policies to our clients
through FRSC and FRIM. Insurance fees consist of initial commissions when a policy is sold and
subsequent commissions each year that a policy is renewed. Insurance fees increased in 2021
primarily as a result of increased insurance contract activity compared to a year ago. Such fees vary
based on the level of sales of insurance and annuity products and our ability to attract new clients.
There is no underwriting risk for the Bank from the sale of insurance products.

Trust fees. The Trust Company specializes in personal trusts and custody services and operates
in California, Oregon, Washington, New York, Massachusetts, Delaware, Florida, Wyoming and
Connecticut. The Trust Company draws new trust clients from our Preferred Banking and wealth
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management client base, as well as from outside of our organization. The increase in trust fees in
2021 was primarily driven by growth in AUA. At December 31, 2021, AUA were $18.4 billion,
compared to $13.8 billion at December 31, 2020, an increase of 33% due to net client inflow and
market appreciation. Trust fees are primarily based on the level and mix of AUA and will vary in the
future based on these factors.

Foreign exchange fee income. Foreign exchange fee income represents fees we earn from
transacting foreign exchange business on behalf of our clients. The increase in foreign exchange
fee income in 2021 was primarily driven by higher transaction volume from both existing and new
clients.

We execute foreign exchange trades with clients and then offset those trades with other
financial institution counterparties, such as major investment banks or large commercial banks. We
do not retain significant foreign exchange risk associated with these transactions, as the trades
with the client and the financial institution counterparty are matched on our books. We do retain
credit risk, both to the client and the counterparty institution, which is evaluated and managed by
us in the normal course of our operations. In addition, we have foreign exchange contracts
associated with client deposits denominated in various foreign currencies.

Other Noninterest Income

Loan and related fees. Loan and related fee income includes: late charge income, which
generally increases with growth in the average loan and servicing portfolios; loan related
processing or commitment fees that vary with market conditions and origination volumes;
prepayment penalties on sold loans; and payoff fees that vary with loan repayment activity and
market conditions such as the general level of longer-term interest rates.

Gain (loss) on investment securities. The gain (loss) on investment securities consists of activity
from sales of investment securities and changes in fair value of the Bank's marketable equity
securities. The gain (loss) varies based on the amount and type of investments sold and market
conditions.

Income from investments in life insurance. Income from investments in life insurance increased
in 2021 primarily due to additional purchases of investments in life insurance. The book value of this
portfolio of tax-exempt investments was $2.7 billion and $2.1 billion at December 31, 2021 and 2020,
respectively. The increase was primarily due to additional purchases of investments in life
Insurance.

Other income, net. Other income, netincludes net loan servicing fees, gain on sale of loans and
other operating income. The following table presents the main components of net other income:

Year Ended December 31,

($ in millions) 2021 2020 2019
Otherincome, net:
Loan servicing fees, Net . ... ... S 4§ (1) S 11
Gainonsale Of l0aNS ... . 1 17 1
Other operating iNnCOME ..ottt e e e e 9 3 6
Total Other inComMeE, NEL . ..ot e S 14 $§ 19 S 18
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Theincrease in net loan servicing fees in 2021 was primarily due to the lower provision for
valuation allowance established on MSRs. The amount of loan servicing fees depends upon the size
of the servicing portfolio, the terms of the loans at origination, the interest rate environment and the
conditions in the secondary market when the loans are sold, as well as the rate of loan payoffs.

The net gain on sales of loans fluctuates with the amount and type of loans sold. The amount of
loans that we sell depends upon conditions in the mortgage origination, loan securitization and
secondary loan sales markets, the interest rate environment, as well as our pricing and ALM
strategy. Gain on sale of loans also includes adjustments made to loans held for sale from any
adjustments to the cost of loans based on current market prices. The decrease in gain on sale of
loansin 2021, compared to 2020, was the result of a lower volume of loans sold and lower margins.
The gain on sale of loans in 2020 also included realized discounts of $10 million on previously
purchased loans when these loans were sold, as well as costs associated with a securitization
sponsored by the Bank.

Noninterest Expense

The following table presents noninterest expense:

Year Ended December 31, % Change

2021vs. 2020 vs.

(S in millions) 2021 2020 2019 2020 2019

Noninterest expense:

Salaries and employee benefits ........... ... ... ... ..... $2,003 $1,495 $1,245 34% 20%
Informationsystems ......... . 362 299 273 21% 9%
O CCUPANCY .+ttt ettt e e e e 254 221 193 15% 15%
Professionalfees ... i 101 66 68 51% (2)%
Advertising and marketing ........ ... ... 64 43 66 49% (35)%
FDIC @SseSSmMeNtS . ..ot it ittt 52 44 39 18% 14%
Other BXPENSES o\ttt e e 311 258 262 21% 1)%
Total noniNterest eXpense . ..o e e e $3,147 $2,426 $2,146 30% 13%

The increase in noninterest expense in 2021 was primarily due to continued investments in the
expansion of the franchise, including hiring additional colleagues to support our growth and
information systems initiatives.

Noninterest expense was reduced by certain general and administrative costs that have been
capitalized, which primarily were compensation costs directly related to loan originations. We
capitalized loan origination costs of $302 million in 2021, compared to $239 million in 2020 and
$177 million in 2019. The amount of capitalized costs varies directly with the volume of loan
originations and the costs incurred to make new loans. The capitalized costs are reported as net
deferred loan fees and costs (within loans) on our balance sheet and are amortized to interest
income over the contractual life of the loans.

Our efficiency ratio, the ratio of noninterest expense to the sum of net interestincome and
noninterestincome, was 62.5% in 2021, compared to 61.9% in 2020 and 64.2% in 2019.
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Salaries and employee benefits. Salaries and employee benefits is the largest component of
noninterest expense and includes the cost of salaries, incentive compensation, share-based
compensation, benefit plans, health insurance and payroll taxes, which have collectively increased
as we hired additional personnel to support our growth and our enhanced regulatory infrastructure.
The increase in salaries and employee benefit expenses in 2021 was attributed to the continued
expansion of the franchise resulting in the addition of new personnel to support higher levels of
lending, deposit growth and expansion of wealth management; higher incentive compensation from
the growth in checking deposits and wealth management fees; and higher share-based
compensation. At December 31, 2021, we had 6,295 full-time equivalent employees, including
temporary employees and independent contractors, compared to 5,483 full-time equivalent
employees at December 31, 2020, a 15% increase.

Information systems. These expenses include payments to vendors that provide software
and services on an outsourced basis, costs related to supporting and developing digital
platforms and the costs associated with telecommunications for ATMs, office activities and
internal networks. The increase in information systems expenses in 2021 was primarily due to
continued technology initiatives to upgrade our systems, enhance the client experience and
support our growth.

Occupancy. Occupancy costs increased in 2021 primarily due to expanding our office space in
existing markets for new employees, increased rental costs in certain locations and rental costs for
additional banking office locations. We expect the level of occupancy costs to vary with the number
of offices and our staffing levels.

Professional fees. Professional fees include legal services required to complete certain
transactions, resolve legal matters or delinquent loans, and the cost of loan review professionals,
co-sourced internal audit, external auditors and other consultants, including consulting services
dedicated to technology initiatives. The increase in professional fees in 2021 was primarily due to
increases in consulting services supporting various technology initiatives including our core system
conversion, and higher legal and audit fees to support our growth initiatives.

Advertising and marketing. We advertise in various forms of media, including digital media,
newspapers, radio, and television, primarily to support growth in our Preferred Banking offices and
for advertising and marketing initiatives. Advertising and marketing expenses vary based on the
number of marketing initiatives, level of advertising costs and costs associated with holding client
events to support our growth. The increase in 2021 was primarily due to increased deposit-related
promotions and advertising.

FDIC assessments. FDIC assessments increased in 2021 primarily due to growth in the

assessment base as a result of the growth in average total assets, partially offset by a decrease in
our assessment rate.
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Other expenses. Other expenses include costs related to lending and deposit activities, client
service, prepayment penalties on FHLB advances, hiring, insurance, training, charitable
contributions and other costs related to expanding operations. The increase in recruiting, training,
and travel and entertainment costs in 2021 was the result of increased activity, including as a result
of the lessening of COVID-19 related restrictions, compared to a year ago. Other operating
expenses include employee event costs, postage, cash management, and other miscellaneous
expenses, as well as amortization of intangibles. The following table presents the main components
of other expenses:

Year Ended December 31,

($ in millions) 2021 2020 2019
Other expenses:
Deposit client related COSTS . . oottt ettt e S 47 S$40 S 72
Prepayment penaltieson FHLBadvances ............ ... . .. 32 27 —
Loanrelated CoStS ..ot 25 21 15
SUDSCIIPTIONS Lot 19 19 17
Travel and entertainment ... ... 18 11 26
Custody and clearing fees .. ...t 17 18 13
RECTUITING ot 17 9 12
IMSUIANCE . 16 13 12
Tra N NG oot e 15 5 13
Charitable contributions . ... ... 14 12 4
Other operating EXPENSES . ..ttt et e e 91 83 78
Total Other EXPENSES .« . .\t e $311 $258  $262

Included in insurance expense are costs related to a parametric earthquake insurance policy
(the “Policy”). Pursuant to this Policy, the insurer is required to pay us: (i) $75 million upon the
occurrence of an earthquake during the Policy’'s term that measures at least 7.0 on the moment
magnitude scale and has an epicenter within an 85-mile radius of 111 Pine Street in San Francisco,
California (our headquarters); and/or (i) $30 million upon the occurrence of an earthquake during
the Policy's term that measures at least 7.5 on the moment magnitude scale and has an epicenter
within an 85-mile radius of 1888 Century Park East, Los Angeles, California (our Los Angeles office).
The Bank is not required to incur any loss in order to receive proceeds under the Policy and would
receive payment within 15 business days following such occurrence. The Policy's term is scheduled
to end on December 30, 2022.

Provision for Income Taxes

The provision for income taxes varies from statutory rates due to the amount of income for
financial statement and tax purposes and the rates charged by federal and state authorities.

The Bank’s effective tax rate varies based on the level of tax credit investments, tax-exempt
securities, tax-advantaged loans, investments in life insurance and the amount of excess tax
benefits from exercise or vesting of share-based awards. The decrease in the effective tax rate
in 2021 was primarily due to research and development tax credits from prior years' amended
tax returns.
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The following table presents additional information about the effective tax rate:

Year Ended December 31,

Effective Tax Rate 2021 2020 2019
Effective tax rate, prior to excess tax benefits—stock awards and research

and development tax credits from amended taxreturns ................... 22.3% 21.5% 21.4%
Excess tax benefits—stockawards ......... ... .. (2.1) (1.3) (3.5
Research and development tax credits from amended taxreturns ............ 1.1) — —
Effectivetaxrrate ... 19.1% 20.2% 17.9%

The number of stock options exercised or stock awards vested impact the amount of excess tax
benefits recorded as a reduction in provision for income taxes. See Note 18 in “Item 8. Financial
Statements and Supplementary Data” for additional information regarding excess tax benefits
recognized for stock options and other stock awards.

Business Segments

We currently conduct our business through two reportable business segments: Commercial
Banking and Wealth Management.

The principal business activities of the Commercial Banking segment are gathering
deposits (retail deposit gathering and private banking activities), originating and servicing loans
(primarily real estate secured mortgage loans) and investing in investment securities. The
primary sources of revenue for this segment are: interest earned on loans and investment
securities, fees earned in connection with loan and deposit services, and income earned on
loans serviced for investors. Principal expenses for this segment are interest incurred on
interest-bearing liabilities, including deposits and borrowings, general and administrative costs
and provision for credit losses.

The principal business activities of the Wealth Management segment are (i) the investment
management activities of FRIM, which manages investments for individuals and institutions in
equity securities, fixed income securities, balanced portfolios, and alternative investments;

(ii) our money market mutual fund activities through third-party providers and the brokerage
activities of FRSC (these two activities collectively, “Brokerage and Investment”); (iii) sales of life
insurance policies and annuity contracts through FRSC and previously, also through FRIM;
(iv) trust and custody services provided by the Trust Company; and (v) our foreign exchange
activities conducted on behalf of clients. The primary sources of revenue for this segment are
investment management fees, brokerage and investment fees, insurance fees, trust fees and
foreign exchange fee income. In addition, the Wealth Management segment earns a deposit
earnings credit for client deposit accounts that are maintained at the Bank, including sweep
deposit accounts. The Wealth Management segment’s principal expenses are personnel-
related costs and other general and administrative expenses. For complete segment
information, see Note 25 in “Item 8. Financial Statements and Supplementary Data.”
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Commercial Banking

The following table presents the operating results of the Bank’s Commercial Banking segment:

Year Ended December 31, % Change

2021vs. 2020 vs.
($in millions) 2021 2020 2019 2020 2019
NetinterestinCoOmMe ...ttt $3,921 83,141 $2,674 25% 17%
Provisionforcreditlosses ... 59 157 62 (62)% 155%
Noninterestincome ......... . 154 124 104 24% 18%
Noninterest EXPENSE ..ottt 2469 1916 1,725 29% 11%
Income before provision forincometaxes .................... 1,547 1,192 991 30% 20%
Provision forincometaxes ............couiiiiiiiiinnanan.. 271 231 163 17% 42%
NEtiNCOME ..ttt e e $1,276 S 961 S 828 33% 16%

Net interest income for Commercial Banking increased in 2021 primarily due to an increase in
average interest-earning assets, partially offset by a decrease in net interest margin.

The decrease in the provision for credit losses in 2021 was primarily driven by a substantially
improved economic outlook compared to a year ago, the significant resumption of regular,
consistent loan payments on COVID-19 loan modifications following the end of the modification
period, and a lower probability of funding for unfunded loan commitments, partially offset by loan
growth and qualitative considerations related to the nature and volume of loan portfolio changes
and problem loan trends. The macroeconomic forecasts, historical loss rates, and historical
prepayment (or repayment) speeds used in determining the ACL, under different conditions or using
different assumptions or estimates, could result in significantly different changes in the ACL. It is
difficult to estimate how potential changes in specific factors might affect the overall ACL and
current results may not reflect the potential future impact of macroeconomic forecast changes.

Noninterest income for Commercial Banking increased in 2021 primarily due to higher income
from investments in life insurance.

Noninterest expense for Commercial Banking increased in 2021 primarily due to continued
investments in the expansion of the franchise, including hiring additional colleagues to support our
growth, higher incentive compensation and information systems initiatives.

Provision for income taxes for Commercial Banking increased in 2021 primarily due to a
significant increase in pre-tax income.
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Wealth Management
The following table presents the operating results of the Bank's Wealth Management segment:

Year Ended December 31, % Change

2021vs. 2020 vs.
($ in millions) 2021 2020 2019 2020 2019
Netinterest iNCOME .. ...t $193 $ 121 $§ 90 59% 35%
NoninterestinCome . ... e 813 571 507 43% 13%
NONINTErest EXPENSE . ..ttt e 725 550 455 32% 21%
Income before provision forincometaxes..................... 281 142 142 98% —%
Provision forincometaxes ..........ccuiiiiiiiiinn.. 79 39 40 103% (2)%
NETINCOME .« o oottt e $ 202 S 103 S 102 96% 1%

Net interest income for Wealth Management is earned from Wealth Management client deposits
with the Bank, for which Wealth Management earns a deposit earnings credit and fees for Wealth
Management sweep deposit accounts. The deposit earnings credit and fees vary based on the amount
and type of Wealth Management client deposits. Net interest income increased in 2021 primarily as a
result of growth in Wealth Management client deposits, including sweep deposit accounts.

Wealth Management client deposits totaled $20.2 billion and $16.2 billion at December 31, 2021
and 2020, respectively, including sweep deposits. Wealth Management client deposits, including
sweep accounts, averaged $18.5 billion, $11.8 billion and $8.8 billion in 2021, 2020 and 2019,
respectively. As noted above, Wealth Management is allocated a deposit earnings credit and fees as
netinterestincome, which isincluded in the Wealth Management results. Net interestincome as a
percentage of the average deposits generated by Wealth Management represented 1.04% in 2021,
compared to 1.03% in 2020 and 1.02% in 2019.

The allocated earnings credit represents only a portion of the total net interest income
generated by these deposits for the Bank. The Bank's holistic approach to generating a full
relationship with our clients is reflected in the total impact that these Wealth Management
deposits have to the Bank's overall net interest income. The Bank’s consolidated net interest margin
was 2.67% in 2021, 2.72% in 2020 and 2.83% in 2019. Using this overall net interest margin and the
average Wealth Management deposits for each year, the Wealth Management deposits, on a
consolidated basis, contributed net interest income of approximately $493 million in 2021,
$322 million in 2020 and $250 million in 2019.

Noninterest income for Wealth Managementincreased in 2021 primarily due to increases in
investment management fees due to growth in AUM, foreign exchange fee income and brokerage
and investment fees. Investment management fees vary with the amount of assets managed and
the type of services and investments chosen by the client, which are impacted by market
conditions. The future level of investment management fees depends on the level and mix of AUM,
type of services and investments chosen by the client, market conditions and our ability to attract
new clients. Brokerage and investment fees vary based on the volume and type of transaction
activity, conditions in the securities markets and our ability to attract new clients.

Noninterest expense for Wealth Management increased in 2021 primarily due to higher salaries
and employee benefits, including incentive compensation, as a result of overall growth in our
business and the addition of new wealth managers. We continue to expand our client base and
capabilities in all markets to grow this segment.
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Provision for income taxes for Wealth Managementincreased in 2021 primarily due to higher
pre-tax income.

AUM and AUA, in aggregate, increased 44% compared to December 31, 2020 due to net client
inflow and market appreciation. Our Wealth Management strategy is focused on both managing
investment portfolios for our clients and keeping custody of such assets in brokerage accounts at
FRSC. By providing multiple services, we are able to better develop a full Wealth Management and
banking relationship, as well as the ability to gather deposits, including sweep accounts. As
described above, client deposits from Wealth Management generate net interest income for the
Bank. Certain Wealth Management client assets that are held or managed by different areas within
our Wealth Management business generate multiple revenue streams for the Bank. As a result of
having these multiple revenue streams from certain client assets, such assets are included in more
than one type of Wealth Management asset category in the table below. The following table
presents the AUM and AUA by the entities comprising our Wealth Management segment:

December 31,
($ in millions) 2021 2020
First Republic Investment Management ...........c.oiinriiie i, $109,130 $ 83,596
Brokerage and investment:
BroKerage . ... 128,258 88,059
Money market mutual funds ... ..o e 23,673 9,003
Total brokerage and investment ... ... .. 151,931 97,062
Trust Company:
TUSE oo 13,695 9,910
CUSTOAY .« et e 4,687 3,889
Total Trust CompPany ..o e e e 18,382 13,799
Total AUM and AUA .o e §279,443 $194,457

The following table presents changes in AUM and AUA for our Wealth Management segment.
Net client flow includes adding to the balance in existing accounts by the depositing of additional
funds and the opening of new accounts, offset by the closing of accounts or the withdrawing of
funds. The portion of the net change that cannot be attributed to the deposit or withdrawal of funds
is reported in market appreciation.

Year Ended December 31,

($ in millions) 2021 2020 2019

Beginning balance . ... ... $194,457 $151,043 $126,213
Net client flow ... 50,821 25,051 1,350
Market appreciation . ... ... . 34,165 18,363 23,480

Ending balance . ... i $279,443 $194,457 $151,043
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The following table presents a distribution of FRIM's AUM by type of investment:

% of AUM

December 31,

Investment Type 2021 2020

B Ui .o 61%  56%
FIXEd INCOME L 25 28
Alternative INVeSTMENTS . ... 9 9
Cash and cash equivalents .. ... i e e e 5 7

TOtal .o 100% 100%

The following table presents fee income as a percentage of average AUM and AUA for Wealth

Management:
Year Ended December 31,
2021 2020 2019
First Republic Investment Management ... ... i i 0.57% 0.56% 0.57%
Brokerage and investment:
BroKerage ... o 0.07% 0.06% 0.05%
Money market mutual funds . .. ... 0.02% 0.13% 0.33%
Total brokerage and investment ... ... 0.06% 0.06% 0.06%
Trust Company:
TrUSE ottt 0.18% 0.19% 0.20%
CUSTOAY .ot 0.09% 0.10% 0.08%
Total Trust CoOmMPaNy ..ot e e e e e e e e 0.15% 0.16% 0.15%
TOtal o 0.28% 0.29% 0.30%
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Balance Sheet Analysis
Investments

The following table presents the investment portfolio:

December 31,
(S in millions) 2021 2020
Debt securities available-for-sale:
Agency residential MBS ... ... $ 1,829 S 1,096
Otherresidential MBS . ... 15 21
Agency commercial MBS ... 1,490 742
Securities of U.S. states and political subdivisions—taxable ............ ... ... ........ 47 47
TOtal e $ 3381 $ 1,906
Debt securities held-to-maturity:
U.S. Government-sponsored agencCy SECUMTIES . ... v vttt ettt $ 100 S 50
Agencyresidential MBS . ... .. e 1,380 1,301
Otherresidential MBS . ... e 9 13
Agency commercial MBS .. ... 2,719 2,489
Securities of U.S. states and political subdivisions:
Tax-exempt municipal SECUNTIES . ... ot e e 15,011 11,799
Tax-exempt nonprofitdebentures . ... ... . 72 75
Taxable municipal SECUNMTIES . . ...ttt e e e e e e 1,632 811
Corporate debt SECUNMTIES ...ttt e e e e e e 1,378 72
TOtal o 22,301 16,610
Less: Allowance for credit I0SSES ...t 9) 7)
Debt securities held-to-maturity, Net ...... ... ...t $22,292 $16,603
Equity securities (fair value):
Mutual funds and marketable equity securities ...t S 28 § 21

The total combined investment securities portfolio (consisting of available-for-sale,
held-to-maturity and equity securities, excluding any ACL) represented 14% and 13% of total assets
at December 31, 2021 and 2020, respectively.

The weighted average duration of the available-for-sale portfolio was 3.9 and 3.8 years at
December 31,2021 and 2020, respectively. The weighted average duration of the held-to-maturity
portfolio was 10.6 and 8.9 years at December 31, 2021 and 2020, respectively.

At December 31, 2021, the tax-exempt and taxable municipal securities had an average credit
rating of AA and the portfolio was well-diversified with an average issuer position of approximately
$35 million. The tax-exempt nonprofit debentures are securities issued through state and local
agencies where we have a banking relationship with nonprofit entities. The debentures are
reviewed, approved and monitored by our business banking group, similar to business loans.
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The following table presents the remaining contractual principal maturities of debt securities
and contractual yields calculated on a taxable-equivalent basis at December 31, 2021. The weighted
average yield is calculated using the amortized cost of debt securities. Actual maturities for certain
U.S. Treasury securities, U.S. Government agency securities, U.S. Government-sponsored agency
securities and municipal securities may occur earlier than their stated contractual maturities
because the note issuers may have the right to call outstanding amounts ahead of their contractual
maturities. In addition, the remaining contractual principal maturities for MBS do not consider
prepayments. Expected remaining maturities for MBS can differ from contractual maturities
because borrowers have the right to prepay obligations, with or without penalties, prior to
contractual maturity. Interest income on tax-exempt securities has been adjusted to the fully
taxable-equivalent basis using the statutory federal income tax rate in effect for each respective
period presented.

Contractual Principal—Remaining Maturity
After 1 Through After 5 Through

Within 1 Year 5 Years 10 Years After 10 Years
(S in millions) Amount Yield Amount Yield Amount Yield Amount Yield Amount Yield
Available-for-sale:
Agency residential MBS .... $ 1,829 1.34% $ — —% S 109% $ — —% $ 1,828 1.34%
Other residential MBS ... ... 15 1.86% — —% — —% — % 15 1.86%
Agency commercial MBS . .. 1,490 0.74% — —% 82 0.46% 1,144 0.32% 264 2.68%

Securities of U.S. states and
political subdivisions—
taxable ................. 47 1.23% — —% — —% — —% 47 1.23%

Total carrying value of
available-for-sale debt
securities ............. S 3,381 S — S 83 S1,144 S 2,154

Held-to-maturity:
U.S. Government-sponsored

agency securities ........ $ 100 159% S — —% S - —% $ — —% S 100 1.59%
Agency residential MBS .. .. 1,380 1.55% — —% 3 2.72% - —% 1,377 1.55%
Other residential MBS ... ... 9 1.73% — —% — —% — —% 9 1.73%
Agency commercial MBS . .. 2,719 2.20% — —% 109 1.43% - —% 2,610 2.23%
Securities of U.S. states and

political subdivisions:

Tax-exempt municipal

securities®™ ........... 15,011 3.93% 263 5.42% 647 5.44% 106 5.58% 13,995 3.82%

Tax-exempt nonprofit

debentures® .......... 72 4.01% — —% — —% — —% 72 4.01%
Taxable municipal

securities ............. 1,632 3.05% — —% — —% - —% 1,632 3.05%

Corporate debt securities .. 1,378 2.89% — —% — —% — —% 1,378 2.89%

Total carrying value of
held-to-maturity debt
securities ............. $22,301 S 263 S 759 S 106 $21,173

Estimated fair value of
held-to-maturity debt
securities ............. $23,422 S 267 $ 816 S 128 $22,211

(1) Weighted average yield on tax-exempt municipal securities and tax-exempt nonprofit debentures has been adjusted to the fully taxable-
equivalent basis using the statutory federal income tax rate.
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Allowance for Credit Losses on Debt Securities

As of December 31, 2021, no ACL was recognized on available-for-sale debt securities.

As of December 31, 2021, the ACL on held-to-maturity debt securities totaled $9 million and
consisted primarily of the ACL on securities of U.S. states and political subdivisions (including
tax-exempt municipal securities, tax-exempt nonprofit debentures and taxable municipal
securities). The ACL on these securities is determined by expert judgment, which is based on
historical ratings-based average probabilities of default and industry average LGD to determine
expected credit losses over the life of the securities. No ACL is recognized on held-to-maturity U.S.
Government-sponsored agency securities, agency residential MBS and agency commercial MBS
due to the explicit or implicit guarantee by the Federal Government.

Loan Portfolio

The following table presents the Bank’s loan portfolio, ACL and loans held for sale.

December 31,
($in millions) 2021 2020
Residential real estate
SINGlE faMIY © .ot $ 76,793 S 61,370
Home equity linesof credit ... ... . 2,684 2,450
Single family ConStruCtion . ... .o e 993 788
Total residential real estate ... ... 80,370 64,608
Income property
MU Ay . 15,966 13,769
Commercialreal estate ... ... 8,531 8,018
Multifamily/commercial cConstruction ............ it 1,927 2,024
Total INCOME PrOPEItY ot e e e 26,424 23,811
Business
Capitalcalllines of credit . ... . e 10,999 8,150
T AX-EX BT Lttt e 3,680 3,366
Other DUSINESS ot e e 3,961 3,340
PP P 545 1,841
Total DUSINESS ..o 19,185 16,697
Other
StOCK SBCUIBA ottt e 3,435 2,518
Other SECUIed ..o 2,457 1,819
UNSECUIBA . .ottt e e e e e 3,085 3,113
Total Other o 8,977 7,450
Total loans held forinvestment ....... ... . e 134,956 112,566
Less: Allowance for credit [0SSesS .. ..ottt (694) (635)
L0aNS, N o 134,262 111,931
Loans held forsale . ... . 1 21
Ot e $134,263 $111,952
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The following table presents an analysis of our loan portfolio at December 31, 2021, by major

geographic location:

(1) Includes loans held for sale.
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San New York Los Other
Francisco Metro Angeles Boston San Diego California
(S in millions) Bay Area Area Area Area Area Areas Other Total %
Residential real estate
Single family® . ...... $ 28,732 $ 14,560 $15464 S 7,139 S 2457 S 780 S 7,662 S 76,794 57%
Home equity lines of
credit ............. 1,005 350 601 277 77 15 259 2,584 2
Single family
construction....... 225 209 331 34 35 9 150 993 1
Total residential real
estate .......... 29,962 15,119 16,396 7,450 2,569 804 8,071 80,371 60
Income property
Multifamily .......... 6,064 2,729 3,881 688 1,452 248 904 15966 12
Commercial real
estate ............ 3,371 1,555 1,946 268 243 295 853 85631 6
Multifamily/
commercial
construction....... 303 148 986 88 109 — 293 1927 1
Total income
property ......... 9,738 4,432 6,813 1,044 1,804 543 2,060 26,424 19
Business
Capital call lines of
credit ............. 3,703 3,720 929 771 122 — 1,754 10,999 8
Tax-exempt ......... 1,006 692 922 410 315 2 333 3,680 2
Other business ...... 1,594 568 628 270 177 25 699 3961 3
PPP ... 290 68 104 19 20 7 37 545 1
Total business ..... 6,593 5,048 2,583 1,470 634 34 2,823 19,185 14
Other
Stock secured ....... 603 400 705 274 118 74 1,261 3435 3
Othersecured ....... 414 914 79 322 11 1 716 2,457 2
Unsecured .......... 1,016 652 569 261 114 43 430 3,085 2
Total other ........ 2,033 1,966 1,353 857 243 118 2,407 8977 7
Total ............ $ 48,326 $ 26,565 $27,145 $10,821 § 5,250 $ 1,499 $15,351 $134,957 100%
% by location at
December 31,2021 ... 36% 20% 20% 8% 4% 1% 11% 100%
% by location at
December 31,2020 ... 38% 20% 19% 8% 4% 1% 10% 100%
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At both December 31, 2021 and 2020, 51% of total loans were secured by real estate properties
located in California. Future economic or political conditions, natural disasters (including the
increasing prevalence or intensity of natural disasters as a result of the effects of climate change),
disruptions and instability caused by COVID-19 or other developments in California could adversely

affect the value of real estate secured mortgage loans.

The following table presents the maturity distribution (based on unpaid principal balance) of
our loan portfolio as of December 31, 2021. The maturity dates were determined based on the
remaining scheduled principal repayment dates, without consideration of prepayments.

1Yearor >1Through >5Through >15
(S in millions) Less 5 Years 15 Years Years Total
Residential real estate
Singlefamily . ... § 132 $ 239 § 1,301 $74,780 S 76,452
Home equity linesofcredit ..................... 64 104 83 2,292 2,543
Single family construction ...................... 512 484 — — 996
Total residentialrealestate .................. 708 827 1,384 77,072 79,991
Income property
Multifamily ... .. 316 2,177 12,299 1,168 15,960
Commercialrealestate ........................ 270 2,451 5,644 172 8,537
Multifamily/commercial construction ........... 1,054 881 5 — 1,940
Totalincome property ..., 1,640 5,509 17,948 1,340 26,437
Business
Capital call linesofcredit ...................... 10,728 278 — — 11,006
Tax-exempt ... 4 81 437 3,160 3,682
Otherbusiness ... 1,171 1,281 1,374 139 3,965
PP P 82 473 — — 555
Totalbusiness ...........c .. 11,985 2,113 1,811 3,299 19,208
Other
Stocksecured ... 3,066 352 12 — 3,430
Othersecured ........ ... 82 1,849 521 4 2,456
UNSECUred . ..ottt e e 650 668 1,762 — 3,080
Totalother ... ... 3,798 2,869 2,295 4 8,966
Total .o $18,131 S 11,318 S 23,438 $81,715 $134,602
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The following table presents the distribution (based on unpaid principal balance) of our loan
portfolio outstanding as of December 31, 2021 that are due after one year between fixed and

adjustable interest rates:

($ in millions) Fixed Adjustable Total
Residential real estate
Singlefamily . ... §70,064 S 6,256 S 76,320
Home equity linesofcredit ....... .. i e 2 2,477 2,479
Single family construction . ... ... i i e 484 — 484
Total residential realestate ........... . 70,550 8,733 79,283
Income property
MURTamMIlY o 13,361 2,283 15,644
Commercialreal estate ... 7,039 1,228 8,267
Multifamily/commercial construction .......... ... . i 518 368 886
Total INCOME PropPertY ..ottt e e 20,918 3,879 24,797
Business
Capitalcall linesof credit ... ... e 221 57 278
TaX-BXEM P ottt 3,492 186 3,678
Other DUSINESS ottt e e e e e 1,812 982 2,794
PP P . 473 — 473
Total DUSINESS .ot 5,998 1,225 7,223
Other
StOCK SECUIrEd .. 27 337 364
Other SECUIEA .ottt e e 160 2,214 2,374
UNSECUIEA .ttt it e e e 2,256 174 2,430
Total Other ..o 2,443 2,725 5,168
TOtal o $99,909 S 16,562 $116,471
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The Bank's loan portfolio includes: (1) adjustable-rate loans tied to Prime, LIBOR, COFI, and
other reference rates such as 12-month average of 1-year CMT, which are currently adjustable;
(2) hybrid-rate loans, for which the initial rate is fixed for a period from one year to as many as ten
years, and thereafter the rate becomes adjustable; and (3) fixed-rate loans, for which the interest
rate does not change through the life of the loan. The following table presents our loan portfolio at

December 31, 2021, by rate type:

Adjustable Rate

Hybrid  Fixed
($ in millions) Prime LIBOR COFlI Other Total Rate Rate Total
Residential real estate
Singlefamily® ... .. S 279 $2,793 $2,009 $ 166 S 5,247 $49,780 $21,767 S 76,794
Home equity linesofcredit ............... 2,578 5 — — 2,583 — 1 2,584
Single family construction ............... 23 — — — 23 — 970 993
Total residential realestate ............ 2,880 2,798 2,009 166 7,853 49,780 22,738 80,371
Income property
Multifamily .......... ... ... 317 476 1,264 138 2,195 7,589 6,182 15,966
Commercialrealestate .................. 416 468 288 50 1,222 2,297 5,012 8,531
Multifamily/commercial construction ...... 818 — — 17 835 16 1,076 1,927
Total income property ................. 1,551 944 1,552 205 4,252 9,902 12,270 26,424
Business
Capital calllinesofcredit ................ 10,034 965 — — 10,999 — — 10,999
Tax-exempt ... i 107 172 — — 279 318 3,083 3,680
Otherbusiness .............ccoiiinn... 1,631 330 9 15 1,985 163 1,813 3,961
PPP — — — — — — 545 545
Totalbusiness ................cooo.. 11,772 1,467 9 15 13,263 481 5,441 19,185
Other
Stocksecured ....... ... .l 1,471 437 — 1,495 3,403 1 31 3,435
Othersecured ...................oou... 975 960 — 342 2,277 2 178 2,457
Unsecured ............... .. 755 — — 10 765 1 2319 3,085
Totalother ........ ... ... ... ....... 3,201 1,397 — 1,847 6,445 4 2,528 8,977
Total ... $19,404 $6,606 $3,570 $2,233 $31,813 $60,167 $42,977 $134,957
% by rate type at December 31,2021 ........ 14% 5% 3% 2% 24% 44% 32% 100%
........ 13% 5% 4% 1% 23% 47% 30% 100%

% by rate type at December 31, 2020

Includes loans held for sale.

()
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At December 31, 2021, included in the hybrid-rate and fixed-rate loan portfolios are $3.2 billion,
or 2% of the total loan portfolio, that either (1) mature within one year; (2) are within one year of
adjusting from the initial fixed-rate period; or (3) are committed for sale.

Many of our loan products determine the amount of interest by reference to certain benchmark
rates or indices. The FHLB of San Francisco ceased calculating and publishing COFl on January 31,
2022. Additionally, in March 2021, the FCA announced the dates that panel bank submissions for all
LIBOR settings will cease, after which the respective LIBOR settings will no longer be provided by
any administrator, including the cessation of the one-week and two-month USD LIBOR tenors after
December 31, 2021 and all other USD LIBOR tenors after June 30, 2023. The Bank ceased offering
new loans indexed to COFl in the first half of 2018 and to LIBOR in the first half of 2019. In lieu of
COFl or LIBOR, new loan originations are currently indexed to Prime or a 12-month average of 1-year
CMT. As the replacement index for COFI, the Bank selected Freddie Mac's Enterprise 11th District
COFI Institutional Replacement Index, which is based on Federal COFI plus/minus a spread
adjustment equal to the five-year historical median spread between COFl and Federal COFI. In
February 2022, the Bank began transitioning outstanding loans indexed to COFI to this new index.
The Bank is continuing the assessment of its outstanding loans indexed to LIBOR.

Residential real estate

Residential real estate includes single family, HELOCs and single family construction loans.

Single Family

Our single family loans include loans that have an initial interest-only period. Subsequent to the
initial interest-only period, these loans fully and evenly amortize until maturity. Underwriting
standards for all such loans require substantial borrower net worth, substantial post-loan liquidity,
excellent credit scores and significant down payments. As part of our underwriting standards, we
verify the ability of the borrowers to repay our loans. The following table presents our single family
loan portfolio that fully and evenly amortizes until maturity following an initial interest-only period of
generally ten years:

December 31,
2021 2020

Unpaid % of Total Unpaid % of Total
Principal Single Principal Single
($ in millions) Balance Family Balance Family

Interest-only single family ........ ... .. ... i $46,620 61% $38,849 64%

At December 31, 2021, interest-only home loans had a weighted average LTV of 55%, based on
appraised value at the time of origination, and had credit scores averaging 765 at origination. At
December 31, 2021, interest-only home loans with an LTV at origination of more than 80%
comprised less than 1% of the unpaid principal balance of our single family loan portfolio, including
loans held for sale.
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The following table presents the years in which amortization begins for single family loans,
including loans held for sale:

December 31, 2021
Unpaid Principal

(S in millions) Balance
CUITENtlY @MOTtIZING vttt et e e e e e e S 29,833
Amortization period starts in:
202 531
2028 564
202 649
202D 1,027
202D i 2,154
2027 and thereafter . ... 41,695
TOtal o S 76,453

The following table presents LTV information at origination for all single family loans, including
loans held for sale:

December 31,2021

Unpaid
Principal
($in millions) Balance % of Total
LTV at Origination
Lessthan orequal to 60% . .....ou it e e e e $40,535 53.0%
Greaterthan 60% t0 7090 . ..o v ottt e e 23,370 30.6
Greaterthan 70% t0 8000 . . . oot ettt e 12,141 15.9
Greaterthan 80% .. ...ttt 407 0.5
{0357 1 , .0%
Total $76,453  100.0%

We do not originate single family loans with the characteristics generally described as
“subprime” or “high cost.” Subprime loans are typically made to borrowers with little or no cash
reserves and poor or limited credit. Often, subprime loans are underwritten using limited
documentation. Over the past two years, the single family loans originated by us had a weighted
average credit score of 770, and all of our home loans were underwritten using full documentation.

Home Equity Lines of Credit

Our single family HELOC product requires the payment of interest each month on the
outstanding balance. During the first ten years of the loan term, principal amounts may be repaid or
drawn at the borrower’s option; thereafter, the unpaid principal balance fully and evenly amortizes
over a period of fifteen years. We underwrite HELOCs based on the same standards as single family
home loans. As a result, our delinquency and loss experience on HELOCs has been similar to the
experience for single family loans.

For HELOCs that are in second lien position, the LTVs in the table below are presented on a
CLTV basis, including the total HELOC commitment and any balance on a first residential
mortgage. As of December 31, 2021, 40% of HELOCs are in first lien position, and 48% of HELOCs
are in second lien position behind a first residential mortgage originated by us, including loans
subsequently sold to investors, based on total commitment.
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The following table presents CLTV information at origination for HELOCs:

December 31, 2021
Unpaid % of Unpaid
Principal Total Principal
(S in millions) Balance Commitment Balance
CLTV at Origination
Lessthan orequal to 60% . ...t e $ 1,773 $ 6,770 69.7%
Greaterthan 60% t070% . .. oot i i e 558 1,791 21.9
Greaterthan 70% to 80% . . ..o o it 198 488 7.8
Greaterthan 80% . ...t e 14 16 0.6
oAl o e $ 2543 $ 9,065 100.0%

The following table presents the years in which amortization begins for HELOCs:

December 31, 2021
Unpaid Principal Total

(S in millions) Balance Commitment

CUIENtlY @mMOrtiZING .« .ottt et e e e S 76 S 77
Amortization period starts in:

2022 118 325

2028 113 425

202 e 150 503

202D L 172 595

2020 o 236 839

2027 and thereafter. . ... oo 1,678 6,301

Tt o $ 2,543 $ 9,065

Single Family Construction

Our single family construction loan portfolio includes loans to individual clients for the
construction and ownership of single family homes. These loans are typically disbursed as
construction progresses and can be converted into a permanent mortgage loan once the property is
occupied. At December 31, 2021 and 2020, the unpaid principal balance of single family
construction loans was $996 million and $791 million, respectively, and the total commitment was
$2.0 billion and $1.5 billion, respectively.

Income property

Income property includes multifamily, commercial real estate and multifamily/commercial
construction loans.
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Multifamily

The following table presents the unpaid principal balance of all multifamily loans and
multifamily loans (excluding lines of credit), for which interest-only payments may be made for a
period of up to ten years, depending upon the borrower, specific underwriting criteria and terms of
the loans:

Unpaid Principal Balance

December 31,
(S in millions) 2021 2020
MU aMIlY .« L $ 15960 $ 13,785
Multifamily—interest-only ) . S 7518 $ 5,954

(1) Excludes lines of credit.

At December 31, 2021, interest-only multifamily loans (excluding lines of credit) had a weighted
average LTV of 49% based on the appraised value at the time of origination.

Additionally, certain multifamily lines of credit allow for interest-only payments for an initial
period. The following table presents the unpaid principal balance, total commitment, and
percentage of interest-only lines of credit secured by the equity in multifamily real estate:

December 31,
2021 2020
Unpaid Unpaid
Principal Total % of Total  Principal Total % of Total
($ in millions) Balance Commitment Multifamily Balance Commitment Multifamily
Multifamily lines of
credit—interest-only ................ S 432§ 827 27% S 325§ 687 2.4%

At December 31, 2021, interest-only multifamily lines of credit had a weighted average LTV of
50% based on the appraised value at the time of origination.

Commercial Real Estate

The following table presents the unpaid principal balance of all commercial real estate loans
and commercial real estate loans (excluding lines of credit) for which interest-only payments may be
made for a period of up to ten years, depending upon the borrower, specific underwriting criteria
and terms of the loans:

Unpaid Principal Balance

December 31,
($ in millions) 2021 2020
Commercialreal @state . ... ..o S 8537 S 8,026
Commercial real estate—interest-only® ... ... . . . . S 2,886 $ 2,823

M Excludes lines of credit.
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At December 31, 2021, interest-only commercial real estate loans (excluding lines of credit) that
allow for interest-only payments had a weighted average LTV of 45% based on the appraised value
at the time of origination.

Additionally, certain commercial real estate lines of credit allow for interest-only payments for
an initial period. The following table presents the unpaid principal balance, total commitment, and
percentage of interest-only lines of credit secured by the equity in commercial real estate:

December 31,
2021 2020
Unpaid % of Total Unpaid % of Total
Principal Total Commercial Principal Total Commercial
(S in millions) Balance Commitment Real Estate Balance Commitment Real Estate
Commercial real estate lines of
credit—interest-only ......... S 442 S 939 52% S 361 S 679 4.5%

At December 31, 2021, interest-only commercial real estate lines of credit had a weighted
average LTV of 45% based on the appraised value at the time of origination.

Multifamily/Commercial Construction

Our multifamily/commercial construction loan portfolio includes loans for the construction and
ownership of other types of properties other than owner-occupied single family homes. These loans
are typically disbursed as construction progresses and can be converted into a permanent
mortgage loan once the property is occupied. At December 31, 2021 and 2020, the unpaid principal
balance of multifamily/commercial construction loans was $1.9 billion and $2.0 billion, respectively,
and the total commitment was $3.4 billion and $3.6 billion, respectively.

Business

Business loans include capital call lines of credit, tax-exempt, other business and PPP loans.
Business loans provide funding for investment opportunities, bridge capital calls from investors, and
meet the working capital cash flow requirements and various other financing needs of our business
and non-profit clients.

The business loan portfolio is comprised primarily of capital call lines to private equity and
venture capital funds, and loans to independent schools and other non-profit organizations, which
include social service organizations, the performing arts, museums, historical societies and
community foundations. In addition, we provide operating lines of credit and term loans to other
business clients to meet their working capital needs.
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The following table presents the amortized cost and total commitment for business loans by type:

December 31,
2021 2020
% of % of
Amortized Total Amortized Amortized Total Amortized
(S in millions) Cost Commitment Cost Cost Commitment Cost
Private Equity/Venture Capital Funds ... $ 11,657 $ 27,244 61% S 8,550 S 21,349 51%
Schools/Non-Profit Organizations.. .. ... 4,053 5,244 21% 3,695 4,669 22%
InvestmentFirms ..................... 425 1,229 2% 390 1,050 2%
Real Estate Related Entities ........... 792 1,130 4% 564 890 4%
Professional Service Firms .. ........... 369 689 2% 227 544 1%
Aviation/Marine ........ ... .. ... ...... 454 475 2% 400 406 3%
Vineyards/Wine ...................... 143 235 1% 158 259 1%
Clubs and Membership Organizations .. 114 160 1% 156 239 1%
EntertainmentIndustry ............... 35 87 0% 18 106 0%
Other ... .. 598 1,053 3% 698 1,019 4%
TotalexcludingPPP ................ 18,640 37,546 97% 14,856 30,531 89%
PPPM 545 555 3% 1,841 1,866 11%
Totalincluding PPP ............. $ 19,185 $ 38,101 100%S 16,697 S 32,397 100%

(1) Total commitment related to PPP excludes net deferred fees unamortized balance of $10 million and $24 million as of December 31, 2021

and 2020, respectively.

The following table presents the unpaid principal balance, total commitment and utilization
percentages for business lines of credit by type:

Lines of Credit

December 31,
2021 2020

Unpaid Unpaid
Principal Total Utilization  Principal Total Utilization
($ in millions) Balance Commitment Percentage Balance Commitment Percentage
Private Equity/Venture Capital Funds ... $11,620 S 27,200 427% S 8,228 S 21,018 39.1%
Schools/Non-profit Organizations ... ... 631 1,820 34.7% 611 1,583 38.6%
InvestmentFirms ..................... 266 1,070 24.9% 182 842 21.6%
Real Estate Related Entities ........... 276 613 45.0% 192 517 37.1%
Professional Service Firms ............. 238 559 42.6% 66 383 17.2%
Vineyards/Wine ...........ccooiinnn. 45 137 32.8% 51 152 33.6%
Clubs and Membership Organizations .. 30 75 40.0% 18 100 18.0%
EntertainmentIndustry................ 15 67 22.4% 15 102 14.7%
Aviation/Marine ...................... 23 43 53.5% 4 9 44.4%
Other ..o 296 749 39.5% 319 639 49.9%
Total oo $13,440 $ 32,333 416% $ 9,686 S 25,345 38.2%
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Included within business lines of credit are capital call lines of credit, which are credit facilities
that enable private equity and venture capital funds to bridge the timing between funding
investments and receiving funds from limited partner capital calls. As of December 31, 2021, the
unpaid principal balance and total commitment for capital call lines of credit was $11.0 billion and
$26.3 billion, respectively, resulting in a utilization rate for these lines of credit of 41.8% at
December 31, 2021.

The following table presents the unpaid principal balance of business term loans by type:

Term Loans
Unpaid Principal Balance

December 31,

($ in millions) 2021 2020

Schools/Non-profit Organizations .. ... ...ttt e § 3424 S 3,086
Real Estate Related Entities ... ... e 517 373
Aviation/Marine . .. ... . 432 397
INVESTMENT FIrmMS Lo e e e 159 208
Professional Service Firms . ... 130 161
VINEYards/WiNe ...t 98 107
Clubs and Membership Organizations ......... ...t 85 139
Private Equity/Venture Capital Funds . ... 44 331
Entertainment INdUSTry . ... 20 4
(@ T P 304 380
Total excluding PP P ..o 5,213 5,186
PP P 555 1,866
Total inCluding PP P ... o S 5768 $ 7,052

PPP Loans

In 2020 and 2021, the Bank was a lender under the PPP, which was initially established in 2020
under the CARES Act and subsequently amended by the Flexibility Act, Economic Aid Act, American
Rescue Plan Act and PPP Extension Act. We originated PPP loans from April 2020 to June 2021,
until the program ceased new loan originations. Under the PPP, loans are provided to small
businesses impacted by COVID-19 for payroll costs and certain operating expenses. The loans are
fully guaranteed by the SBA and additionally may be purchased and forgiven by the SBA if the
borrower uses the proceeds for eligible expenses in accordance with program requirements for
forgiveness. The following table presents information related to PPP loans:

($in millions) December 31,2021
Loans outstanding () .. ... S 555
Forgiveness amounts approved by the SBA®@ ... . . . S 2,328
Loans outstanding submitted for forgiveness review to the SBA® ... ... .. ... ... .. ..., $ 67

(1) Represents unpaid principal balance.
(2) Since the inception of the PPP through December 31, 2021, 13,731 PPP loans have received forgiveness.
(3) Asof December 31,2021, 104 PPP loans were in the forgiveness review process.
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For all borrowers, the loans have a 1% interest rate and include a deferral period of principal
and interest payments. The loans have a minimum maturity of 2 to 5 years. Interest accrues during
the deferral period, and the loan may be repaid prior to maturity without prepayment penalty fees.

The Bank recorded deferred fees, net of origination costs, which are being amortized into
interest income over their contractual life. The amortization of these net deferred fees is
accelerated upon forgiveness and repayment of the loans. The Bank amortized $37 million and
$18 million of total net deferred fees in 2021 and 2020, respectively. The total unamortized balance
of net deferred fees as of December 31, 2021 was $10 million.

Other

Other loans include stock secured, other secured and unsecured loans. The following table
presents the unpaid principal balance and total commitment for these loans:

December 31,
2021 2020
Unpaid Unpaid
Principal Total Principal Total
(S in millions) Balance Commitment Balance Commitment
Stock secured ... ... S 3430 S 9273 $ 2514 S 6,893
Othersecured . ... ... 2,456 5,053 1,819 3,610
UNSECUIEd ..ot e 3,080 4,347 3,109 3,912
Total o $ 8966 S 18,673 $§ 7,442 S 14,415

Stock Secured

Stock secured loans consist of loans that allow clients to borrow money against eligible
marketable securities for a wide range of purposes, including, but not limited to: home renovations,
business opportunities and general liquidity.

Other Secured

Other secured loans primarily consist of professional loan program loans, including term loans
and lines of credit, which offer individuals an ability to borrow for capital and partnership
requirements. Such loans had an unpaid principal balance of $2.3 billion and $1.7 billion at
December 31, 2021 and 2020, and total commitments of $4.8 billion and $3.4 billion, respectively.

Unsecured

Unsecured loans primarily consist of household debt refinance loans, including term loans and
personal lines of credit, which are made to refinance existing household debt and access additional
financing at fixed interest rates. Such loans had an unpaid principal balance of $2.1 billion and
$2.5 billion at December 31, 2021 and 2020, respectively, and total commitments of $2.5 billion and
$2.6 billion, respectively.

In addition, unsecured loans include other unsecured lines of credit, which are originated to
meet the non-mortgage needs of our clients. Such loans generally have a shorter term to maturity,
are adjustable with the prime rate and are subject to annual or more frequent review.
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Lines of Credit

The following table presents the utilization percentages for lines of credit by type:

December 31,

Utilization Percentage 2021 2020

Home equity lines of credit ... ... 27.5% 28.3%
Single family CONSTIUCTION .. ... it e e e 50.1% 51.5%
MU ALY .. 52.4% 47.4%
Commercialreal estate . ... .. i 47.0% 52.9%
Multifamily/commercial CONStruction . ... ... i 54.9% 55.0%
Capital call lines of Credit ... ..o 41.8% 39.3%
T aX- XM Dt ottt 62.2% 55.7%
OThEr DUSINESS ottt e e e e e e 36.4% 29.6%
STOCK SBCUIEA . oo 36.8% 36.0%
Other SECUIEA . oo e e e e e e 44.8% 451%
UNSBCUIEA .ottt e e e e e 47.0% 43.3%

Loan Originations

Our strategy is to originate relationship-based loans. While we emphasize loans secured by

single family residences, we also selectively originate multifamily mortgages, commercial real

estate mortgages and other loans, including business loans. We focus on originating specific loan
types in our primary markets. The majority of our mortgage loans are secured by properties located

in close proximity to one of our offices. Some single family loans are originated for sale in the

secondary market. From the inception of our predecessor institution in mid-1985 through
December 31, 2021, we have originated $384.5 billion of loans, of which $36.1 billion have been sold

to investors.
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Loan originations include newly originated loans, newly originated lines of credit (based on
total commitment), refinanced loans and increases in loan commitment amounts resulting from
loan modifications. The following table presents loan originations:

Year Ended December 31,

($ in millions) 2021 2020 2019
Residential real estate
Singlefamily ... $29,575 $23,986 $16,406
Home equity linesofcredit ...... ... o e 2,440 1,905 1,524
Single family construction ... ... i 968 639 588
Totalresidentialreal estate .. ... . 32,983 26,530 18,518
Income property
MU Ay e 4,815 3,701 3,320
Commercialreal estate ... ... 2,094 1,414 1,711
Multifamily/commercial construction ......... ... i 1,129 1,301 1,176
Total INCOME ProPEITY .ottt e e e 8,038 6,416 6,207
Business
Capitalcalllinesof credit ... ... 12,871 9,448 7,172
T aX-EXEMIDt Lttt 590 919 287
Other DUSINESS ottt e e 2,729 2,549 1,622
PP P 725 1,982 —
Total DUSINESS .ot e 16,915 14,898 9,081
Other
StOCK SBCUIEd . . .o 3,205 2,467 1,769
Other SECUIEd ..o e e e 2,130 1,375 1,011
UNSECUIEA . .ottt ettt e e e e e e e e 1,539 998 1,377
Total Other . .. 6,874 4,840 4157
Total 10ans Originated . .. ...ttt e e $64,810 $52,684 $37,963

Total loan originations were $64.8 billion in 2021, compared to $52.7 billion in 2020 and
$38.0 billion in 2019, an increase of 23% in 2021 and an increase of 39% in 2020. Loan originations
increased in 2021 primarily due to increases in single family lending and capital call lines of credit.
The volume and type of loan originations depend on the level of interest rates, the demand for loans
in our markets and other economic conditions.

The following table presents the weighted average LTVs for new loans secured by real estate
originated during each of the periods indicated based on the appraised value at the time of
origination. The single family loan category also includes loans originated and subsequently sold to
investors.

Year Ended December 31,

LTVs for New Originations 2021 2020 2019

Single family ... 59% 56% 58%
Home equity lines of credit® ... . . . 52% 49% 52%
Single family CONSTIUCTION . . . oot e 55% 58% 55%
MU amily . 51% 51% 52%
Commercialreal estate . ... ... e 48% 46% 44%
Multifamily/commercial construction ............ i . 52% 53% 56%

(1) Presented on a CLTV basis, including the first residential mortgage and a second lien, where applicable.
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The weighted average LTVs in all categories have remained consistent and conservative over
the periods and are indicative of the high quality of the Bank’s underwriting standards.

The following table presents the weighted average borrower’s credit scores for home loans
originated during each of the periods indicated. The single family loan category also includes loans
originated and subsequently sold to investors.

Year Ended December 31,

Weighted Average Credit Scores 2021 2020 2019
Single family ... 769 771 767
Home equity linesof credit ... ..o o 773 770 764

The following table presents purchase loans and refinance loans as a percentage of total single
family mortgage originations (excluding HELOCSs) for each of the periods indicated:

Year Ended December 31,

Purchase and Refinance Composition 2021 2020 2019

PUIChAasSE l0aNS .. 45% 34% 40%

RefiNANCE l0aNS .. 55 66 60
TOtal o 100% 100% 100%

Portfolio LTVs

We have approved a limited group of third-party appraisers to appraise all of the properties on
which we make loans. Certain larger single family loans require two appraisals (with the lower value
used for underwriting purposes). Our practice is to seldom exceed an 80% LTV on single family
loans and an 80% CLTV on HELOCs. LTV ratios generally decline as the size of the loan increases.
At origination, we generally do not exceed a 75% LTV on multifamily loans and a 70% LTV on
commercial real estate loans.

The following table presents the weighted average LTVs based on the appraised value at the
time of origination for our entire portfolio of loans secured by real estate at the dates indicated:

December 31,
Portfolio LTVs 2021 2020
Single family () 58% 57%
Home equity lines of credit@ . ... . 50% 50%
Single family CONSTIUCTION . ... 56% 57%
MU Ay L 51% 51%
Commercialreal estate .. ... o 46% 46%
Multifamily/commercial construction . ......... o i 54% 53%

M Includes loans held for sale.
@ Presented on a CLTV basis, including the first residential mortgage and a second lien, where applicable.

We either retain originated home loans in our loan portfolio or sell the loans in whole loan or
loan participation arrangements, either in the secondary market or in loan securitizations. Loan
sales are highly dependent upon market conditions. We have retained in our loan portfolio both
ARMSs and intermediate-fixed rate loans. As interest rates rise, payments on ARMs increase, which
may be financially burdensome to some borrowers and could increase the risk of default. Subject to
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market conditions, our ARMs generally provide for a life cap that is 5% to 9% above the initial
interest rate, thereby protecting borrowers from unlimited interest rate increases. As part of our
standard underwriting guidelines, borrowers undergo a qualification process for an ARM loan
assuming an interest rate that is higher than the initial rate.

Asset Quality

We place an asset on nonaccrual status when any installment of principal or interest is 90 days
or more past due (except for single family loans that are well secured and in the process of
collection) or when management determines the ultimate collection of all contractually due
principal or interest to be unlikely. Restructured loans for which we grant payment or interest rate
concessions because of a borrower’s financial difficulties (i.e., TDRs) are placed on nonaccrual
status until collectibility improves and a satisfactory payment history is established, generally by the
receipt of at least six consecutive timely payments. Loan modifications made to borrowers
impacted by COVID-19 are not considered TDRs.

Our collection policies are highly focused with respect to both our portfolio loans and loans
serviced for others. We have policies requiring prompt notification of delinquency and initiation of
corrective measures. Our practice is to attempt to resolve problem assets quickly, including (as
appropriate) collections, modifications, pursuit of foreclosure, or the sale of such problem assets as
rapidly as possible at prices available in the prevailing market. For certain properties, we may make
repairs and engage management companies in order to reach stabilized levels of occupancy prior to
asset disposition. We believe our collection and foreclosure procedures comply with all applicable
laws and regulations. We currently have a low level of loans in foreclosure. Recent legislation and
regulations that provide relief for borrowers affected by COVID-19 contain limitations on
foreclosure actions; we are complying with the limitations imposed under such legislation and
regulations.

Nonaccrual and Other Information

The following table presents total nonaccrual loans, other real estate owned, the ratio of
nonperforming assets to total assets, accruing loans 90 days or more past due and restructured
accruing loans:

December 31,

($ in millions) 2021 2020
NONACCIUALIOANS . .\t $ 139 $§ 184
Otherreal estate OWNEd . . ... o — —

Total NONPErTOrMING @SSELS . . v\ttt et ettt e ettt $ 139 $§ 184
Nonperforming assets to total @Ssets ... ...ttt 0.08%  0.13%
Accruing 10ans 90 days Or MOre PasSt AUE .. ... v vt e e s — $ —
Restructured acCruing l0ans . ... ...ttt e $ 13 § 11

See Note 4 in “Item 8. Financial Statements and Supplementary Data” for information related
to interest income on nonaccrual loans for the years ended December 31, 2021, 2020 and 2019.

Of the loans on nonaccrual status, $52 million were current at December 31, 2021, compared to
$58 million at December 31, 2020.
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The future level of nonperforming assets depends upon a number of factors, including the
performance of borrowers under loan terms, the impact of COVID-19 on borrowers and on global
and local economies, the timing of the sale of future other real estate owned properties and
economic conditions nationally and in our primary markets.

Allowance for Credit Losses on Loans

The Bank estimates its ACL on loans using quantitative models, expert judgment, qualitative
factors and individual assessments. The Bank's estimate incorporates individual loan and/or
property level characteristics, macroeconomic forecasts and historical loss rates to determine
expected credit losses over the life of its loans. Loans with similar risk characteristics within each
class are pooled when developing the allowance, and loans that do not share similar risk
characteristics are individually assessed.

During the reasonable and supportable period, the quantitative models determine estimated
loss amounts based on the macroeconomic forecast scenario, contractual maturity dates,
prepayment (or repayment) projections and, in most cases, loan specific risk characteristics.
Prepayment (or repayment) projections are either developed based on historical experience or
modeled using the macroeconomic forecast scenario, contractual maturity dates, and loan specific
risk characteristics. Macroeconomic forecasts include various factors, but the most impactful to
our loan portfolios are residential home price indices, commercial real estate price indices,
apartment price indices, unemployment rates, and interest rates, which impact prepayment (or
repayment) estimates. The macroeconomic forecast scenario selected by the Bank’s EFC assumes
that the most adverse aspects of the economic disruption from COVID-19 have already occurred,
resulting in substantial improvement in the economic forecast as of December 31, 2021 compared
to December 31, 2020. The scenario forecasts an overall appreciation in residential, apartment and
commercial real estate prices during the reasonable and supportable period. The current scenario
also projects lower unemployment rates and higher interest rates as of December 31, 2021
compared to the December 31, 2020 scenario due to a more positive economic outlook. The
following table summarizes key forecasted variables from the macroeconomic forecast scenario
selected by the EFC.

December 31,2021 ACL December 31,2020 ACL
Macroeconomic Forecast Macroeconomic Forecast

Key ACL variables Year 1 Year 2 Year1 Year 2

HPIlgrowth (decling) ...t 6.9% 2.9% 1.4% 3.7%
CRE Price Index growth (decline) . ....................... 0.5% 9.1% (20.49)% (0.9)%
Apartment Price Index growth (decline) .................. 2.9% 2.0% (8.6)% 0.3%
Unemploymentrate ........... . i 3.9% 4.0% 7.3% 5.7%
3-year CMT Lo 1.03% 1.55% 0.83% 1.47%

The ACL on loans increased during the year ended December 31, 2021 primarily due to loan
growth and qualitative considerations related to the nature and volume of loan portfolio changes
and problem loan trends, which was offset by a reduction in ACL due to an improved economic
outlook being utilized in the quantitative models and individually assessed COVID-19 loan
modifications that have resumed regular payments subsequent to their modification period.

For a complete description of the accounting policies for determining the Bank’'s ACL on loans,
see Note 1 and Note 4 in “Item 8. Financial Statements and Supplementary Data.” See Note 4 in
“Item 8. Financial Statements and Supplementary Data” for information related to changes in the
ACL on loans for the years ended December 31, 2021, 2020 and 2019.
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The following table presents our net loan charge-offs, ACL on loans, average total loans, total
loans and total nonaccrual loans, as well as ratios related to these measures:

At or for the Year
Ended December 31,
(S in millions) 2021 2020
Net l0an Charge-0ffS . ... i S 2 S 2
Allowance for credit 10SSesS ON 10aNsS ... ... oottt S 694 S 635
Averagetotal l0ans . ... ... i $123,106 $100,258
TOtal I0ANS oot $134,956 $112,566
Total NONACCIUAlI0ANS . . . ot S 139 § 184
Ratios:
Net charge-offsto average l0ans . ... ... 0.00% 0.00%
Nonaccrualloanstototal loans ... e 0.10% 0.16%
Allowance for credit losses on loans to:
TOtal l0ANS 0.51% 0.56%
NonacCrual l0ans ... . 500.5% 344.9%
The following table presents net charge-offs to average loans outstanding:
Year Ended December 31,
2021 2020 2019
Net loan Net loan Net loan
charge-offs Average charge-offs Average charge-offs Average
(S in millions) (recoveries) Balance % (recoveries) Balance % (recoveries) Balance %
Single family ...... S 1$ 69330 0.00% S 2 S 53,135 0.00% S 1 842,099 0.00%
Home equity lines
ofcredit........ — 2,437 0.00% — 2,481 0.00% (1) 2,529 (0.0H)%
Single family
construction .. .. — 888 0.00% — 743 0.00% — 703 0.00%
Multifamily ....... — 14,735 0.00% — 13,092 0.00% — 11,241 0.00%
Commercial real
estate.......... — 8,260 0.00% — 7,752 0.00% — 7,089 0.00%
Multifamily/
commercial
construction .. .. — 2,067 0.00% — 1,935 0.00% — 1,616 0.00%
Capital call lines of
credit .......... — 8,947 0.00% — 6,619 0.00% — 5300 0.00%
Tax-exempt ...... — 3,533 0.00% — 3,195 0.00% — 3,039 0.00%
Other business. ... 1) 3,553 (0.03)% — 3,032 0.00% 3 2963 0.10%
PPP ... ... ....... — 1,418 0.00% — 1,432 0.00% — — 0.00%
Stock secured .... — 2,872 0.00% — 2,079 0.00% — 1,530 0.00%
Other secured .... — 2,043 0.00% — 1,635 0.00% 1 1,206 0.08%
Unsecured ....... 2 3,023 0.07% — 3,128 0.00% 1 2823 0.04%
Total ........... $ 2 $123,106 0.00% $ 2 $100,258 0.00% S 5 $82,138 0.01%
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The following table presents the allocation of the ACL on loans:

December 31,
2021 2020 2019

Allowance Allowance Allowance
for Credit % ofLoan forCredit % ofLoan forCredit % ofLoan
(S in millions) Losses Portfolio Losses Portfolio Losses Portfolio
Singlefamily ............. ... .. ... ... $ 157 57% S 137 54% $ 76 53%
Home equity linesof credit............... 4 2% 8 2% 14 2%
Single family construction ............... 5 1% 4 1% 6 1%
Multifamily ... 121 12% 121 12% 105 14%
Commercialrealestate .................. 82 6% 71 7% 61 8%
Multifamily/commercial construction .. ... 24 1% 36 2% 16 2%
Capital call linesofcredit ................ 123 8% 90 7% 80 6%
Tax-exempt ... 47 3% 40 3% 33 4%
Otherbusiness .............ccoiia.n. 78 3% 68 3% 62 3%
PP — 0% — 2% — 0%
Stocksecured ........ ...l — 3% — 2% — 2%
Othersecured ..., 8 2% 8 2% 8 2%
Unsecured ... 45 2% 52 3% 35 3%
Total ..o S 694 100% S 635 100% S 496 100%

Allowance for Credit Losses on Unfunded Loan Commitments

The Bank also records an ACL on unfunded loan commitments, which is based on the same
assumptions as funded loans and also considers the probability of funding. The ACL on unfunded
loan commitments decreased during the year ended December 31, 2021 primarily due to a generally
lower probability of funding, and an improved economic outlook, partially offset by an increase in
unfunded commitments.

For a complete description of the accounting policies for determining the Bank’'s ACL on
unfunded loan commitments, see Note 1 and Note 4 in “Iltem 8. Financial Statements and
Supplementary Data.” See Note 4 in “Item 8. Financial Statements and Supplementary Data” for
information related to changes in the ACL on unfunded loan commitments for the years ended
December 31,2021, 2020 and 2019.
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Mortgage Banking Activities

In addition to originating loans for our own portfolio, we conduct mortgage banking activities.
We have sold whole loans and participations in loans in the secondary market and in loan
securitizations. We originate, on a direct flow basis, single family mortgages that are priced and
underwritten to conform to previously agreed-upon criteria prior to loan funding and are delivered
to the investor shortly after funding. We have also identified secondary market sources that seek to
acquire loans of the type we originate for our loan portfolio.

The following table presents information on loans sold and gain on sale of loans:

Year Ended December 31, % Change
2021vs. 2020 vs.
(S in millions) 2021 2020 2019 2020 2019
LOANS SOIA o v vttt § 80 $1238 S 289  (94)% NM
Gain on sale of loans:
AMOUNT o S 1 s 17 S 1 97)% NM
Gain as a percentage ofloanssold ...................... 0.72%  1.37%  0.19% NM NM

Note: Variances that are not meaningful (NM) are not presented in the table above.
See Note 5in “Iltem 8. Financial Statements and Supplementary Data” for further information.

The level of loan originations, loan sales and gain on loan sales depend upon market conditions
and the interest rate environment, as well as our pricing and ALM strategies. The decrease in gain on
sale of loans in 2021, compared to 2020, was the result of a lower volume of loans sold and lower
margins. The gain on sale of loans in 2020 also included realized discounts of $10 million on previously
purchased loans when these loans were sold, as well as costs associated with a securitization
sponsored by the Bank. The level of future loan originations, loan sales and gain on loan sales will
depend on overall credit availability, the interest rate environment, the strength of the general
economy, local real estate markets and the housing industry, and conditions in the secondary loan
sale market. These factors have been, and will likely continue to be, affected by COVID-19.

In connection with loan sales, we retain all the loan servicing in order to maintain the primary
contact with our clients and to generate recurring fee income. We retain MSRs on loans that we sell
to institutional investors and governmental agencies. We generally do not provide any financial or
performance guarantees to the investors who purchase our loans and the purchasers do not have
any recourse to the Bank on the loans that we have sold. In accordance with secondary market
standards, we make customary representations and warranties related to the origination and
documentation of sold loans. We have not been required to make any significant loan repurchases
orincur any other significant costs subsequent to the sale of loans for any breach of these
customary representations and warranties.

As of December 31, 2021, the Bank has an obligation to reimburse Freddie Mac for losses up to
$30 million, or 12% of the multifamily loans securitized in 2018. As of December 31, 2021, the
weighted average LTV of those loans was 56% based on the appraised value at the time of
origination. There was no liability for estimated losses related to this reimbursement obligation at
December 31, 2021, and the Bank has experienced no cumulative losses on the loans within this
securitization through December 31, 2021. The remaining unpaid principal balance of multifamily
loans securitized was $71 million at December 31, 2021, compared to $93 million at December 31,
2020 and $252 million at the time of securitization in 2018.
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In connection with single family loans securitized in 2020, the Bank retained a 5% interest in the
investment securities issued in the securitization, which consist of senior and subordinated tranches
and an interest-only strip. The carrying value of the securities was $10 million as of December 31, 2021,
compared to $14 million as of December 31, 2020. There have been no cumulative losses on the loans
within the securitization through December 31, 2021. The remaining unpaid principal balance of single
family loans securitized was $195 million at December 31, 2021, compared to $257 million at
December 31,2020 and $300 million at the time of securitization in 2020.

Mortgage loans serviced for investors decreased to $4.7 billion at December 31, 2021, from

$7.1 billion at December 31, 2020, due to repayments in the servicing portfolio exceeding loan sales
over the past twelve months. The average servicing portfolio was $5.8 billion in 2021, a decrease of
31% compared to $8.4 billion in 2020, and a decrease of 22% compared to $10.8 billion in 2019. The
overall repayment speed experienced on loans serviced was 35% in 2021, compared to 31% in 2020
and 21% in 2019. MSRs are included in other assets on our balance sheet and are reported at the
lower of amortized cost or fair value. At December 31, 2021, MSRs were $16 million (35 bps of loans
serviced), compared to $26 million (37 bps of loans serviced) at December 31, 2020.

Our loan origination policies and consistent underwriting standards have resulted in a low
historical loan loss experience on single family loans sold in the secondary market. Since our
inception in 1985, we have experienced cumulative net loan losses of only $10 million on single
family loans sold. At December 31, 2021, single family loans serviced for investors that are 90 days or
more past due were S7 million, or 15 bps of such loans serviced.

Deposit Gathering

We obtain funds from depositors by offering consumer and business checking, money market
and passbook accounts, and term CDs. Our accounts are federally insured by the FDIC up to the
maximum limit. At December 31, 2021, our total deposits were $156.3 billion, a 36% increase from
$114.9 billion at December 31, 2020, as we continued to expand relationships with existing clients
and acquire new deposit clients, both business and consumer. Estimated uninsured deposits
totaled $116.7 billion and $80.3 billion as of December 31, 2021 and 2020, respectively. Estimates of
uninsured deposits are based on the methodologies and assumptions used in our Consolidated
Reports of Condition and Income (“Call Report”) filings.

The following table presents the balances and average contractual cost of deposits:

December 31,
2021 2020

Weighted Weighted
Average Average

($ in millions) Amount Cost Amount Cost
Checking ..o $112,088 0.00% $ 76,884 0.01%
Money marketchecking ...... ... 20,303 0.10% 16,779 0.18%
Money market savings and passbooks ........... ... ... .. ... 16,573 0.15% 12,585 0.18%
O ettt 7,357 0.41% 8,681 0.59%
Total L $156,321 0.05% $114,929 0.10%
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Core deposits, which include checking accounts, money market accounts, savings accounts
and CDs (excluding CDs greater than $250,000 and all brokered deposits), provide a stable source
of low cost funding. Core deposits totaled $151.5 billion and $109.3 billion at December 31, 2021 and
2020, respectively, and represented 97% of total deposits at December 31, 2021, compared to 95%
at December 31, 2020. Total deposits included $851 million of brokered deposits at December 31,
2021, compared to $1.1 billion at December 31, 2020. The weighted average contractual rate paid on
brokered deposits was 0.02% and 0.07% at December 31, 2021 and 2020, respectively.

Our deposit base consists of: (1) Preferred Banking deposits, which are placed by clients who
enter into deposit relationships directly with a relationship manager, business banker, preferred
banker or wealth management professional; (2) deposits from Preferred Banking Offices, which are
retail locations that gather deposits and service all of our clients; (3) wealth management sweep
deposits, which primarily consist of deposits swept from clients’ brokerage or other investment
accounts; and (4) other deposits, which primarily consist of brokered deposits, municipal deposits,
and other deposits that are not attributable to any specific deposit location.

The following table presents deposits by channel, and by region in which the accounts are
domiciled:

December 31,
($ in millions) 2021 2020
Preferred Banking:
NOrthern California . . ... e e e S 41,464 S 28,326
Metropolitan New York . ... 26,059 17,845
Southern California . . ..o o 14,787 10,540
BOSTON o 13,378 10,524
OtNer () 1,793 1,072
SUDTOTAl . oot 97,481 68,307
Preferred Banking Offices:
Northern California .. ... 25,5623 19,448
Metropolitan New York . ... e 7,556 5,691
Southern California . ... 6,582 5,115
BOSTON 3,021 2,209
Palm Beach, Florida .. ... 2,231 1,297
OtNr @ 1,271 1,246
SUDTOTAl . ot 46,184 35,006
Wealth management SWEED . ..ot e e e e e 10,540 9,575
[ =Y 2,116 2,041
TOtal AEPOSITS . . oottt e $156,321 $114,929

M Consists of deposits domiciled in Portland, Oregon and Palm Beach, Florida.
@  Consists of deposits domiciled in Portland, Oregon and Jackson, Wyoming.
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The following table presents business and consumer deposits:

December 31,
($ in millions) 2021 2020
Business deposits
CRECKING o ettt $ 74,709 S 50,389
Money market checking ... ... 11,542 8,744
Money Market SAVINGS ... vv i 5,232 4501
OIS ittt 1,568 1,672
SUDTOTAl . o 93,051 65,306
Percent of total deposits .. ..ot 60% 57%
Consumer deposits
ChECKING ot 37,379 26,495
Money market checking ... ... 8,762 8,036
Money market savings and passbooks . ... ... . 11,341 8,083
[ 5,788 7,009
SUDTOTAl . o 63,270 49,623
Percent of total deposits . ..ot 40% 43%
TOtal EPOSITS . . oottt e $156,321 $114,929

At December 31, 2021, the weighted average contractual rate paid on CDs was 0.41%, and the
weighted average remaining maturity of CDs was 5.7 months. The contractual maturities and
weighted average contractual rate of our CDs were as follows:

December 31, 2021

($in millions) Amount Rate
CDs maturing in:
202 S 6,703 0.33%
202 384 0.87%
20 2 e 158 2.26%
202D 72 1.78%
2020 e 29 0.65%
2027 and thereafter ... . 11 0.53%
1) 7= S 7,357 0.41%

We fund a portion of our assets with CDs that have balances greater than the FDIC insurance
limit of $250,000. At December 31, 2021, our CDs having balances greater than the FDIC insurance
limit by account totaled $2.7 billion, and the maturities of such CDs are presented in the following
table:

($in millions) December 31,2021
Remaining maturity:
Three MONTNS OF I8SS . . .ttt e e e e e $ 1,146
Over three through SiXx MoONths ... oo e 922
Over sixthrough twelve months ... ... 476
Overtwelve MONTNS ... 157
L) = $ 2,701
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Borrowings

Our other sources of funding include both short-term and long-term borrowings. Short-term
borrowings, which include federal funds purchased and short-term FHLB advances, have an original
maturity of one year or less. Long-term debt, which includes long-term FHLB advances, senior notes
and subordinated notes, has an original maturity in excess of one year. The level and mix of short-
term and long-term borrowings vary based on funding needs and market conditions. As of
December 31, 2021 and 2020, we had no short-term borrowings. The following table presents the
carrying values and weighted average contractual rates of long-term debt:

Carrying Value Rate
December 31, % Change December 31,
2021 vs.

(S in millions) 2021 2020 2020 2021 2020
Long-term debt:

FHLBadvances ... $3,700 $11,755 (69)% 0.95% 1.46%

SENIOrNOtES Lot 998 996 0% 2.21% 2.21%

Subordinatednotes ... 779 778 0% 4.50% 4.50%

Total oo $5,477 $13,529 (60)% 1.69% 1.69%

The decrease in long-term debt in 2021 was primarily driven by repayments of FHLB advances,
including prepayments of such advances, due to the Bank's strong liquidity position. As of
December 31, 2021, the weighted average remaining maturity of long-term FHLB advances was 2.6
years.

See Note 13 in “ltem 8. Financial Statements and Supplementary Data” for further discussion of
borrowings.

At December 31, 2021, we had $55.7 billion of unused, available borrowing capacity at the FHLB
supported by pledged loans. In addition, we had $4.2 billion of unused, available borrowing capacity
at the Federal Reserve Bank discount window collateralized by pledged investment securities. This
unused, available borrowing capacity at the FHLB and the Federal Reserve Bank discount window
equaled 33% of total assets.
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Liquidity and Capital Resources

Liquidity refers to our capacity to meet our cash and collateral obligations and to manage both
expected and unexpected cash flows without adversely impacting the operations or financial health
of the Bank. Our traditional funding sources consist primarily of deposits, borrowings and equity.
Other sources of liquidity consist of liquid assets such as cash and cash equivalents, as well as
marketable, highly liquid securities and loans.

Liquidity Risk Management

We engage in various activities to manage our liquidity risk, including maintaining a diversified
set of funding sources and holding sufficient liquid assets to meet our cash flow and funding needs.
Liquidity and funding-related risk policies and limits are established within our Liquidity Risk
Management Policy, which is approved by the Board at least annually. Liquidity risk is actively
monitored and managed by the Treasury department, Chief Financial Officer and senior
management through the Bank Enterprise Risk Management Committee, with independent
oversight provided by the Board through the Directors’ Enterprise Risk Management Committee. In
addition, we maintain a contingency funding plan and perform scenario-based stress-testing to
ensure resilience in case of expected and unexpected future events.

Sources of Liquidity

Refer to “—Deposit Gathering” and “—Borrowings” for further discussion of the
composition of deposit and borrowing sources. In addition, we issue preferred stock and
common stock as funding sources, which are also components of regulatory capital. Refer to
“—Regulatory Capital Components and Ratios,” as well as Note 17 and Note 18 in “Item 8.
Financial Statements and Supplementary Data” for additional discussion of the Bank's
preferred and common stock.

As discussed in “Item 1A. Risk Factors—We are subject to liquidity risk, which could impair our
ability to fund various obligations,” our access to funding sources in amounts adequate to finance
our activities or on terms that are acceptable to us could be impaired by factors that affect us
specifically or the financial services industry or economy generally. Management believes that the
sources of available liquidity are well-diversified and adequate to meet all reasonably foreseeable
short-term and long-term demands.

HOLA

At December 31, 2021, assets that are considered HOLA, including eligible cash, were
$30.4 billion. HQLA include $10.4 billion of municipal securities.

Cash Requirements

Our short-term liquidity requirements primarily relate to operating expenses, financing of
short-term assets, and payments relating to ongoing commitments and obligations due within
one year. Our long-term liquidity requirements primarily relate to loan origination, investment
purchases, the funding of long-term assets, and the meeting of ongoing commitments and
obligations due in excess of one year. For additional discussion, see “—Commitments and
Contractual Obligations.”
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Cash Flows

The following table presents the Bank’s net cash provided by or used for operating, investing
and financing activities, as well as cash balances for the periods indicated:

At or for the Year Ended December 31, % Change
2021vs. 2020 vs.
(S in millions) 2021 2020 2019 2020 2019
Net cash provided by operating activities .......... S 1,204 S 531 $ 939 127% (43)%
Net cash used for investing activities .............. S (29,143) S (21,855) S (17,035) 33% 28%
Net cash provided by financing activities ........... S 35791 $ 24719 $ 14,985 45% 65%
Cash and cash equivalents at the end of period .. ... S 12947 $§ 5095 S 1,700 154% 200%

The Bank’s primary uses of funds for investing activities consisted of loan originations and
purchases of investment securities. The Bank’s primary sources of funds for financing activities
consisted of growth in deposits, as well as issuances of preferred and common stock. Increases
in investing outflows in 2021, compared to 2020 and 2019 were primarily attributable to growth
in loan originations and in the investment portfolio. Higher cash financing inflows in 2021,
compared to 2020 and 2019, were the result of increases in deposits and preferred and
common stock issuance activity. For additional information about the Bank's sources and uses
of cash, refer to the “Consolidated Statements of Cash Flows” in “Item 8. Financial Statements
and Supplementary Data.”

Commitments and Contractual Obligations

In the ordinary course of business, we enter into transactions that involve financial instruments
with off-balance sheet risks to meet the financing needs of our clients. These financial instruments
include conditional commitments to originate loans, commitments to disburse additional funds on
existing loans and lines of credit, and commitments issued under standby letters of credit. Such
instruments involve elements of credit risk and interest rate risk. Since commitments may expire
without being drawn, the total commitment amounts do not necessarily represent future cash
requirements. See Note 16 in “Iltem 8. Financial Statements and Supplementary Data” for additional
information regarding the Bank’s lending commitments.

In addition to the commitments described above, the Bank enters into other contractual
obligations in the ordinary course of business. Certain of these obligations, such as deposits, FHLB
advances, senior notes, subordinated notes, unfunded commitments on tax credit investments and
other investments, and lease liabilities are recorded as liabilities in the consolidated financial
statements. The Bank also has agreements to purchase goods or services, which are off-balance
sheet obligations.

As discussed in Note 16 in “Item 8. Financial Statements and Supplementary Data,” in
connection with the securitization of loans with Freddie Mac, the Bank has an obligation to
reimburse Freddie Mac for losses up to $30 million, or 12% of the multifamily loans securitized. At
December 31, 2021, there was no liability for estimated losses related to this reimbursement
obligation.
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The following table presents information regarding our significant contractual obligations at
December 31, 2021, and expected settlement or maturity dates for these obligations. Deposit
obligations categorized as “indeterminate maturity” include noninterest-bearing checking
accounts, interest-bearing checking accounts, money market checking accounts, money market
savings accounts and passbook accounts. Our deposit and borrowing obligations in the following
table exclude contractual interest.

Contractual Payments by Period

Less Than 1t0o 3 >3to5 >5 Indeterminate

(S in millions) 1Year Years Years Years Maturity Total
DepPOoSItS .o i i $ 6703 S 542 § 101 S 11 S 148,964 $ 156,321
FHLB advanCes .........uueeeueuneann... S — $2500 $1200 $ — $ — $ 3,700
SENIOrNOTES oot S 500 $ 500 $ — S — S — $ 1,000
Subordinatednotes . ............. ... S —$ — $ — 8800 S — S 800
Unfunded commitments—tax credit

investments ................... ... S 187 § 272 $ 25 $ 56 S — S 540
Unfunded commitments—other

investments .................. .. S 7 S 7 S 2 $ 2 S — S 18
Lease liabilities ..., S 164 S 327 S 280 $878 S — S 1,649
Purchase obligations .................... $ 57 S 8 $ 40 S 27 S — S 210

See Notes 7, 9,12 and 13 in “Iltem 8. Financial Statements and Supplementary Data” for
additional information regarding tax credit investments, leases, deposits and borrowings presented
in the table above.
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Regulatory Capital Components and Ratios

The following table presents the Bank's components of regulatory capital, average assets, and
RWAs, as defined by regulatory capital rules:

December 31,
(S in millions) 2021 2020
Regulatory Capital Components
Shareholders’ eQUILY . . ...t e e e $ 15,898 S 11,751
CECL Capital Rule retained earnings adjustments® ... ... ... ... ... ... ....... 58 43
CET1 capital adjustments and deductions:
Preferred stOCK . ..o (3,633) (1,545)
Goodwill and other intangible assets, net of deferredtaxes ...................... (194) (204)
DTAs that arise from tax credit carryforwards, netof DTLs ...ttt (115) 127)
Accumulated other comprehensive loss (income) ............cooiiiiiiie... 31 (23)
CETT capital ot 12,045 9,895
Preferred StOCK . ... 3,633 1,545
Additional Tier 1 capital ... ..o 3,633 1,545
THerd capital .o 15,678 11,440
Tier 2 capital instruments—subordinated notes@ . ...... ... ... ... . . 779 778
QuUalifying ACL ) L L 727 669
CECL Capital Rule ACL adjustments () ... .. e (60) (45)
Tier 2 capital .o 1,446 1,402
Total risk-based capital .......... o $ 17,124 S 12,842
Assets
AVEIAGE ASSETS . o ittt ittt et $178,911 $140,450
CECL Capital Rule average assets adjustments M ... ... ... ... . . .. 58 43
Average assets after adjustments ... ... ...ttt $178,969 $140,493
R A S $124,825 $102,326
CECL Capital Rule DTAs adjustments () . ... .. e (5) (5)
RWAS after adjustments . ... ...ttt e et $124,820 $102,321

M Beginning in 2020, amounts reflect the Bank’s election to delay the estimated impact of the CECL ACL methodology on its regulatory
capital, average assets and RWAs over a five-year transition period ending December 31, 2024.

@ Subordinated notes mature in 2046 and 2047.

@ Includes the ACL on loans, held-to-maturity debt securities and unfunded loan commitments.

At December 31,2021 and 2020, the Bank's noncumulative perpetual preferred stock was 23%
and 14% of Tier 1 capital, respectively.

We may also, from time to time, issue additional common stock, preferred stock, or other forms
of capital or debt instruments depending on market conditions and subject to any required
regulatory approvals. During 2021, 4.250% Series L Preferred Stock, 4.000% Series M Preferred
Stock and 4.500% Series N Preferred Stock were issued, with aggregate net proceeds of
$2.2 billion, which qualify as Tier 1 capital. All of the outstanding shares of 5.50% Series G Preferred
Stock were redeemed, which totaled $150 million. In addition, 4,312,500 shares of common stock
were issued in underwritten public offerings, with aggregate net proceeds of $775 million added to
common equity.
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A “capital conservation buffer” of 2.5% of RWAs is also required under the Basel Ill Capital
Rules. The capital conservation buffer is designed to absorb losses during periods of economic
stress. Banking institutions with a CET1 capital ratio above the minimum requirement but below the
capital conservation buffer will face constraints on dividends, equity repurchases and
compensation based on the amount of the shortfall and “eligible retained income” (that is, the
greater of netincome for the four calendar quarters preceding the current calendar quarter, net of
any distributions and associated tax effects not already reflected in netincome, and the average of
net income for the four calendar quarters preceding the current calendar quarter).

Our capital ratios exceeded all applicable regulatory requirements at December 31, 2021 for
well-capitalized institutions, and our capital conservation buffer exceeded the minimum
requirement of 2.5%. The following table presents our capital ratios and regulatory requirements:

Regulatory Requirements

Minimum
Well- Minimum Capital

M Capitalized Capital Conservation

Capital Ratios 2021 2020 Ratio Ratio Buffer @
Tier 1 leverage ratio (Tier 1 capital to average assets) ... 8.76% 8.14% 5.00% 4.00% —%
CETlcapital toRWAS ... .. 9.65% 9.67% 6.50% 4.50% 2.50%
TierlcapitaltoRWAS ... ... . i 12.56% 11.18% 8.00% 6.00% 2.50%
Totalcapital toRWAS . ... 13.72% 12.55% 10.00% 8.00% 2.50%

M Beginning in 2020, ratios reflect the Bank’s election to delay the estimated impact of the CECL ACL methodology over a five-year
transition period ending December 31, 2024.

@ As of December 31, 2021, our capital conservation buffer was 5.15%, which exceeded the minimum requirement of 2.5% required to be
held by banking institutions.
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Return on Average Common Shareholders’ Equity and Return on Average Tangible
Common Shareholders’ Equity

The following table presents the components of return on average common shareholders’
equity and return on average tangible common shareholders' equity:

Return on Average Common Shareholders’ Equity and Return on Average Tangible Year Ended December 31,

Common Shareholders’ Equity 2021 2020 2019

(S in millions)

Average common shareholders' equity (@) . .......coereeiiiie .. $11,263 $§ 9,492 S 8,322
Less: Average goodwill and other intangibleassets ........................ (225) (231) (266)
Average tangible common shareholders' equity (0) ..., $11,038 S 9261 S 8,056
Net income available to common shareholders(C) ..., $ 1379 $ 1,006 § 881
Return on average common shareholders’' equity(c) /(@) ................... 12.24% 10.59% 10.59%
Return on average tangible common shareholders’ equity (c) /(b) ........... 12.49%  10.86%  10.94%

() Return on average tangible common shareholders’ equity is considered a non-GAAP financial measure, and is reconciled to GAAP return
on average common shareholders’ equity in this table.

Book Value per Common Share and Tangible Book Value per Common Share

The following table presents the components of book value per common share and tangible
book value per common share:

December 31,

Book Value per Common Share and Tangible Book Value per Common Share 2021 2020
(in millions, except per share amounts)
Total shareholders’ €qUILY .. ...ttt e e e $15,898 $11,751
Less: Preferred stoCK . ... (3,633) (1,545)

Total common shareholders' equity (8) ... .ooo it e e 12,265 10,206
Less: Goodwill and otherintangible assets ............ci i (222) (228)

Total tangible common shareholders’ equity (D) ... $12,043 S 9,978
Number of shares of common stock outstanding (c) ......... ... ... 179 174
Book value percommonshare (@) / (C) . ....oo oo S 68.34 S 58.61
Tangible book value per commonsshare (D) /(C) .......... S 67.10 $ 57.30

M Tangible book value per common share is considered a non-GAAP financial measure, and is reconciled to GAAP book value per common
share in this table
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.
Interest Rate Risk Management

We seek to measure and manage the potential impact of changes in interest rates on our net
interest income and net interest margin, known as interest rate risk. Interest rate risk is primarily
driven by assets and liabilities that mature or reset at different times, on a different basis, in
unequal amounts, or which may have different embedded optionality. The Bank's Board approves
policies and limits governing the management of interest rate risk at least annually. Our ALM and
Investment Committees further establish risk management guidelines and procedures within the
broader policies and limits established by the Bank's Board. Compliance with these policies and
limits is reported to the Bank’s Board on an ongoing basis and decisions on the management of
interest rate risk are made as needed. We utilize a variety of interest rate risk management tools to
evaluate our interest rate risk.

We may manage interest rate risk by altering the mix of loans, such as adjustable-rate loans,
hybrid ARMs, or fixed-rate loans, which we originate or elect to retain. We may also change the
composition and characteristics of our investment portfolio. We may also vary the degree to which
we utilize different funding sources, such as checking and savings accounts, CDs with various
maturity terms, laddered maturity fixed-rate FHLB advances and unsecured, term, fixed-rate senior
notes, fixed-to-floating rate senior notes and fixed-rate subordinated notes. We may also utilize
overnight and short-term borrowings to fund certain short-term assets, such as loans that have
been committed for sale and floating rate investments, or to bridge temporary funding needs, such
as those resulting from client investment activity or seasonal deposit fluctuations. As part of our
ALM strategy, we may sell long-term fixed-rate single family mortgage loans into the secondary
market through ongoing, or “flow," transactions. We may also sell portions of our single family
hybrid ARM and fixed-rate loans in bulk loan transactions or securitizations.

In addition to the volume, mix and pricing of interest-earning assets and interest-bearing
liabilities, our net interest income and net interest margin may also be affected by factors such as
changes in federal, state or local regulations, competition, market conditions, levels of loan sales
and repayment rates, levels of cash held on the balance sheet, overall growth of assets and
liabilities, general interest rate trends, including movements in interest rates and the shape of the
yield curve, basis risk, level and cost of FHLB advances, market rates of new capital or debt
offerings and any nonaccrual loans. Our net interest margin may also be affected by our overall
business model or strategy. See “ltem 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations—Key Factors Affecting Our Business and Financial
Statements—Interest Rates” for discussion of the FOMC's actions.

Thereis also interest rate risk inherent in the estimated fair value of our MSRs. Movements in
interest rates affect the servicing fees from MSRs, which are recorded in noninterest income as
opposed to netinterestincome. In a decreasing interest rate environment, loans in the servicing
portfolio may repay more rapidly, which reduces current and future servicing income. Inversely, in
an increasing interest rate environment, repayments may decrease, which increases expected
future servicing income.

127



FIRST REPUBLIC BANK
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Balance Sheet Overview

Our netinterest income and net interest margin may be affected by the mix of interest-earning
assets and interest-bearing liabilities. The Bank has earning assets with reset periods or maturity of
less than one year totaling $49.2 billion, or 28% of total earning assets at December 31, 2021. Of
these earning assets, the Bank has loans, including loans held for sale, which are currently
adjustable and reprice with indices or mature within one year totaling $35.1 billion, or 26% of the
total loan portfolio at December 31, 2021. The loan portfolio that reprices at least quarterly to
market rate indices, such as Prime or LIBOR, totaled $26.0 billion, or 19% of the total loan portfolio
at December 31, 2021. The loan portfolio with lagging indices, such as COFl and the CMT, totaled
$5.8 billion, or 4% of the total loan portfolio at December 31, 2021. Additionally, the loan portfolio
that either (1) matures within one year; (2) is within one year of adjusting from the initial fixed-rate
period: or (3) is committed for sale totaled $3.2 billion, or 2% of the total loan portfolio at
December 31, 2021. In addition, at December 31, 2021, the Bank held $12.6 billion in cash and
$1.9 billion in investment securities (collectively, 37% of total cash and investment securities), that
reprice to market rates at least quarterly or are currently projected to be called or mature in less
than one year.

Total checking deposits were $112.1 billion, or 72% of total deposits at December 31, 2021. Total
checking deposits include both noninterest-bearing checking accounts and interest-bearing
checking accounts, which currently pay a nominal rate of interest, but exclude money market
checking accounts. We do not expect the rate paid on interest-bearing checking deposits to
fluctuate much with changes in overall interest rates, consistent with our history. The rates paid on
money market savings, money market checking and passbook deposit accounts generally move
directionally with changes in short-term prevailing interest rates and may be subject to competitive
pricing pressure. Money market savings, money market checking and passbook deposit accounts
together totaled $36.9 billion, or 23% of total deposits at December 31, 2021. CDs were $7.4 billion,
or 5% of total deposits and had a weighted average remaining maturity of 5.7 months at
December 31, 2021.

We utilize long-term FHLB advances as a source of fixed-rate, term funding to help manage our
overall interest rate risk. Such advances totaled $3.7 billion at December 31, 2021 and had a
weighted average remaining maturity of 2.6 years. In addition, the Bank has also issued unsecured,
term, fixed-rate senior notes, fixed-to-floating rate senior notes and fixed-rate subordinated notes.
At December 31, 2021, the senior notes had a carrying value of $998 million and mature in June
2022 and February 2024. Also, at December 31, 2021, the subordinated notes had a carrying value of
$779 million and mature in August 2046 and February 2047.

Net Interest Income Simulation

In addition to evaluating our current balance sheet, we also perform simulations to measure
and evaluate our potential net interest income exposure to changes in interest rates. Based on the
results of such analyses, we may make changes to our asset/liability mix, to draw down short or
long-term advances with the FHLB, to issue long-term senior notes or long-term subordinated
notes, to sell or securitize loans, to enter into interest rate exchange agreements or to otherwise
seek to better protect ourselves against potential adverse effects from changes in interest rates.

We use a simulation model to measure and evaluate our net interest income risk exposure. We
run various hypothetical interest rate scenarios at least quarterly and compare these results against
a scenario with no changes in interest rates. Our net interest income simulation model incorporates
various assumptions, which management believes to be reasonable but which may have a
significant impact on results, such as: (1) the timing and magnitude of changes in interest rates,
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(2) the yield curve evolution and shape, (3) repricing and maturing characteristics, other than
contractual, for market rate sensitive instruments, (4) non-interest bearing checking deposit
balance behavior and the possibility of shifts in preference between interest-bearing and
non-interest bearing products, (5) varying sensitivities of financial instruments due to differing
underlying rate indices, (6) loan prepayment speeds for different interest rate scenarios, (7) the
effect of interest rate floors, periodic loan caps and lifetime loan caps, (8) the levels of cash held on
our balance sheet and (9) overall growth, product mix and repayment rates of assets and liabilities.
Because of limitations inherent in any approach used to measure interest rate risk, simulation
results are not intended as a precise forecast of the actual effect of a change in market interest
rates on our results, but rather to better understand the direction, timing and magnitude of interest
rate risk exposure and plan and execute the appropriate ALM strategies.

Potential changes to our net interest income in hypothetical rising and declining rate scenarios,
measured over a two-year period beginning December 31, 2021, are presented in the following
table. The projections assume both (a) instantaneous parallel shifts upward of 100 and 200 bps and
instantaneous parallel shifts downward of the yield curve of 100 bps occurring immediately
(“Shock”) and (b) gradual parallel shifts upward and downward of the yield curve in even increments
over the first twelve months, followed by rates being held constant thereafter (“Ramp”). In
downward shifts of the yield curve, interest rates are not modeled to decline lower than 0%.

Estimated Increase (Decrease) in Net
Interest Income

Twelve Months Twelve Months
Ending Ending

Change in Market Interest Rates December 31,2022 December 31,2023
Shock:

+200 bpsimmediately . ... 9.7% 14.4%
+100 bpsimmediately ... 7.6% 14.3%
100 bpsimmediately . ..o 7.7 % (16.9)%
Ramp:

+200 bpsovernexti2months ......... ... 6.3% 12.2%
+100 bpsovernext12months ... i 3.7% 11.5%
100 bpsovernext12months . .. ..o 3.1)% (12.8)%

The Bank's net interest income sensitivity position is a combined result of the existing balance
sheet and future growth projections as of December 31, 2021 indicating that assets are expected to
overall reprice or roll off at a marginally faster pace than liabilities. This would generally be
beneficial to netinterestincome in hypothetical parallel rising rate environments. Inversely, a
parallel decline in rates would negatively impact net interestincome. The increase in net interest
income asset sensitivity is primarily driven by a combination of factors, including the sustained
strong growth in non-interest bearing deposits, abundance of liquidity in the financial system and
favorable funding costs, deposit behavior reflective of current conditions/expectations, and
incremental changes in asset growth and mix.

Given current spot and implied forward rate levels, some scenarios reflecting lower rates could
resultin interest rates that are negative. The Federal Reserve has never utilized negative interest
rate policies in the past, thus necessitating some assumptions to be used for such hypothetical
scenarios. Actual market response to negative interest rates may differ from such assumptions.
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With respect to deposit balances, we model non-interest bearing and interest-bearing checking
balances, which exclude money market checking, to gradually trend below the current level of 72%
of total deposits over the two-year horizon. The results included herein reflect our current
expectation of deposit behavior in the present macroeconomic environment, system liquidity and
monetary policy.

The results of this earnings simulation analysis are hypothetical, and a variety of factors might
cause actual results to differ substantially from what is depicted. For example, if the timing and
magnitude of interest rate changes differ from our projections or theoretical scenarios, our net
interest income might vary significantly. Non-parallel yield curve shifts, such as a steepening,
flattening, or inversion of the yield curve or changes in interest rate spreads, would also cause our
netinterest income to be different from that depicted. Actual results could also differ from those
projected if we grow assets and liabilities faster or slower than estimated, if we experience a net
outflow of deposit liabilities, if the size, frequency, or timing of actual cash flows differ from
contractual cash flows, or if our mix of assets and liabilities otherwise changes materially. Actual
results could also differ from those projected if we experience repayment speeds in our loan
portfolio substantially different from those assumed in the simulation model.

Finally, these simulation results do not contemplate all the actions that we may undertake in
response to potential or actual changes in interest rates, such as changes to our loan, investment,
deposit, funding, or hedging strategies.

We may decide to take further action depending on subsequent interest rate and economic

developments, the growth rates and mix of loans and deposits, the future level of loan repayments,
purchases of investment securities, and changes in other assets.
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December 31,
(in millions, except share amounts) 2021 2020
ASSETS
Cash and cash eqUIVAlENTS ... ... ...t $ 12947 S 5,095
Debt securities available-for-sale (amortized cost of $3,425 and $1,874, respectively,
and no allowance for credit losses at each respective period-end) .................. 3,381 1,906
Debt securities held-to-maturity, net of allowance for credit losses of $9 and $7,
respectively (fair value of $23,422 and $17,964, respectively) ....................... 22,292 16,603
Equity securities (fairvalue) ... i e 28 21
L OaNS ot 134,956 112,566
Less: Allowance for credit [0SSES .. oo oottt (694) (635)
L0aNS, N .ot 134,262 111,931
Loans held for sale .. ... 1 21
Investments in life iNSUranCe . ... . . 2,650 2,061
Tax credit iNVESTMENTS .. .t e 1,220 1,132
Premises, equipment and leasehold improvements, net ........... ... ... ... .. ..... 454 403
Goodwill and otherintangible assets . ..... ... 222 228
Other ASSetS .« ottt 3,630 3,101
TOtal ASSEES ..ottt $181,087 $142,502
LIABILITIES AND SHAREHOLDERS’ EQUITY
Liabilities:
Deposits:
Noninterest-bearing checking . ..... ... e $ 70,840 S 46,281
Interest-bearing checking ... ... i 41,248 30,603
Money market checking ... ... 20,303 16,779
Money market savings and passbooks . ... ... . 16,573 12,585
Certificates 0f deposSit . ..o 7,357 8,681
TOtal DEPOSITS ottt ettt 156,321 114,929
Long-term FHLB advanCes ... ... e e 3,700 11,755
Y=Y AT Tl o) = 998 996
Subordinated NOtES ...t 779 778
Other labilties . oot e e 3,391 2,293
Total Liabilities . . oo 165,189 130,751
Shareholders’ Equity:
Preferred stock, $0.01 par value per share; authorized 25,000,000 shares; issued and
outstanding 3,632,500 shares and 1,545,000 shares, respectively ................. 3,633 1,545
Common stock, $0.01 par value per share; authorized 400,000,000 shares; issued and
outstanding 179,473,451 shares and 174,123,862 shares, respectively .............. 2 2
Additional paid-incapital . ... e 5,725 4835
Retained arnings . ...t 6,569 5,346
Accumulated other comprehensive income (I0SS) ..ot (31) 23
Total Shareholders EQUItY .. ..ot e e 15,898 11,751
Total Liabilities and Shareholders’ Equity ........ ... .. $181,087 $142,502

See accompanying notes to consolidated financial statements.
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Year Ended December 31,

($ in millions, except per share amounts) 2021 2020 2019
Interestincome:
oY= 0 1= $§3,725 $3,245 $2,986
VSt ENTS .o 624 576 548
ON T 19 24 21
Cash and cash equivalents . ....... ... e 17 8 24
Total INteresSt iNCOMeE .o i e e 4385 3,853 3,579
Interest expense:
DEPOSIES ot 95 276 500
BOIrrOWINGS o 176 315 315
Total interest eXPeNSE . ..ot 271 591 815
Netinterest iNCOME ... 4114 3,262 2,764
Provision for Credit [0SSeS . ... 59 157 62
Net interest income after provision for creditlosses .......... ..., 4,065 3,105 2,702
Noninterestincome:
Investment management fees ... ... 554 395 359
Brokerage and investmentfees ........ .. i 74 51 41
INSUIANCE fEES .ttt e e 19 12 13
TrUSE S .« o e 25 19 17
Foreign exchange feeincome ... ... e 88 50 41
DEPOSIE S ottt 27 24 26
Loanand related fees . ... 33 28 20
Gain (loss) on investment SeCUritieS .. ...t e 1 4 3)
Income from investmentsin lifeinsurance .......... ... .. .. 85 53 45
Otherincome, Net ... 14 19 18
Total noNninterest iNCOME .. ... i 920 655 577
Noninterest expense:
Salariesand employee benefits ... . 2,003 1,495 1,245
Information SyStemsS ... . e 362 299 273
O CCUPANCY ottt ettt e e e e e e 254 221 193
Professional fees . ... . 101 66 68
Advertising and marketing . .. ..ot 64 43 66
FDIC @SSESSMENTS ottt it ettt e 52 44 39
Other EXPENSES ottt e 311 258 262
Total noninterest eXpPenSe . ...t e 3,147 2,426 2,146
Income before provision forincometaxes ... 1,828 1,334 1,133
Provision fOr iINCOME TaXeS . . ot e e e e 350 270 203
NEL INCOME o e 1,478 1,064 930
Dividends on preferred stock ... ... 99 59 49
Net income available to common shareholders ................ciiiiiiiin.... $1,379 $1,005 S 881
NET INCOME o e e $1,478 $1,064 S 930
Other comprehensive income (loss), net of tax:
Net unrealized gain (loss) on debt securities available-for-sale ................. (54) 19 22
O o — (1) 2
Other comprehensive income (I0SS) .. ..ottt e (54) 18 24
Comprenensive INCOME ... ..ot $1,424 $1,082 $ 954
Basic earnings per COMMON SNATE . ... ...ttt e § 778 $ 585 $ 525
Diluted earnings per COMMON SNAre . ... §$ 768 $ 581 $ 520

See accompanying notes to consolidated financial statements.

132



FIRST REPUBLIC BANK
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Accumulated

Additional Other Total

(in millions, except share Common Preferred Common Paid-in Retained Comprehensive Shareholders’

amounts) Stock Shares  Stock Stock Capital Earnings Income (Loss) Equity
Balance at December 31,2018 164,901,950 $ 940 S 2SS 4,024 $ 3,732 $ 19) S 8,679
Netincome .................. — — — — 930 — 930
Other comprehensive

income . ... — — — — — 24 24
Issuance of preferred stock,

net ... — 395 — (12) — — 383
Redemption of preferred

stock ... . — (190) — — — — (190)
Issuance of common stock,

net ... 2,000,000 — — 171 — — 171
Stock compensation

EXPENSE .\ vettiiie e — — — 104 — — 104
Net issuance of common stock

under stock plans .......... 1,718,758 — — (72) — — (72)
Dividends on preferred stock

(seeNotel17) ............... — — — — (49) — (49)
Dividends on common stock

($0.75/share) .............. — — — — (128) — (128)
Balance at December 31,2019 168,620,708 1,145 2 4,215 4,485 5 9,852
Cumulative adjustments from

adoption of new accounting

guidance .................. — — — — (5) — (5)
Balance at January 1,2020 168,620,708 1,145 2 4,215 4,480 5 9,847
Netincome .................. — — — — 1,064 — 1,064
Other comprehensive

income . ... — — — — — 18 18
Issuance of preferred stock,

net ... — 500 — 8) — — 492
Redemption of preferred

stock ... — (100) — — — — (100)
Issuance of common stock,

net ... 4,225,000 — — 516 — — 516
Stock compensation

EXPENSE ..t — — — 149 — — 149
Net issuance of common stock

under stock plans .......... 1,278,154 — — (37) — — (37)
Dividends on preferred stock

(seeNotel7) ............... — — — — (59) — (59)
Dividends on common stock

(80.79/share) .............. — — — — (139) — (139)
Balance at December 31,2020 174,123,862 1,545 2 4,835 5,346 23 11,751
Netincome .................. — — — — 1,478 — 1,478
Other comprehensive loss ... .. — — — — — (54) (54)
Issuance of preferred stock,

net ... — 2,238 — (48) — — 2,190
Redemption of preferred

stock ... — (150) — — — — (150)
Issuance of common stock,

net ... . 4,312,500 — — 775 — — 775
Stock compensation

EXPENSE .. vi it — — — 240 — — 240
Net issuance of common stock

under stock plans .......... 1,037,089 — — (77) — — (77)
Dividends on preferred stock

(seeNotel17) ............... — — — — (99) — (99)
Dividends on common stock

(50.86/share) .............. — — — — (156) — (156)
Balance at December 31,2021 179,473,451 $ 3,633 $ 28 5725 $ 6,569 $ 31) S 15,898

See accompanying notes to consolidated financial statements.
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Year Ended December 31,

($ in millions) 2021 2020 2019
Operating Activities:
Nt INCOME ottt e e e $ 1,478 S 1,064 S 930
Adjustments to reconcile net income to net cash provided by operating
activities:
Provision for credit [0SSeS ... ..o 59 157 62
Depreciation, amortization and accretion,net ......................... 184 166 138
Deferred iNnCoOmMEe taxes .. ..ottt e (79) (71) (70)
(Gain) loss oninvestmentsecurities .............coo i 1) 4) 3
Noncash costof stockplans ....... ... i 240 149 104
Other, Net L. 37 5) 4
Loans originated or purchasedforsale ........... ... .. ... (1,180) (1,170) (570)
Proceeds from sales and principal repayments of loans held forsale ....... 81 317 137
Netchangeinotherassets .........c.co i i (57) (57) 41
Net change in otherliabilities ........ .. i i 442 15) 160
Net Cash Provided by Operating Activities ................ ... ... .... 1,204 531 939
Investing Activities:
Loan originations, net of principal collections ........................... (22,302) (21,983) (14,959)
Loans puUrchased ... ..o 97) (759) (59)
LoanS SOId ... — 954 151
Purchases of debt securities available-for-sale .......................... (1,107) (388) (401)
Proceeds from sales and paydowns of debt securities available-for-sale . ... 663 618 1,366
Purchases of debt securities held-to-maturity ........................... (7,848) (2,517) (4,494)
Proceeds from sales, calls and paydowns of debt securities
held-to-maturity ... ..o 2,149 3,108 1,784
Purchases of FHLB stock and otherinvestments ......................... 12) 127) (333)
Proceeds from FHLB stock redemptions and other investments ........... 244 140 238
Purchases of investmentsin lifeinsurance ............. ... ... ... ... .... (518) (583) (23)
Net change in tax credit and otherinvestments . ......................... 132) (169) (166)
Additions to premises, equipment and leasehold improvements, net ....... (198) (149) (168)
Other, Net . 15 — 29
Net Cash Used for Investing Activities ............ ... ... .. ... (29,143) (21,855) (17,035)
Financing Activities:
Netchange in deposits ... ..o e 41,394 24,795 11,070
Net change in short-term borrowings . ...t — (800) 700
Proceedsfromlong-termdebt ... ... ... .. . — 6,955 7,050
Repaymentof long-termdebt ... ... ... . (8,055) (6,900) (3,950)
Net proceeds from issuance of preferredstock ............ ... ... ... ..... 2,190 492 383
Net proceeds from issuance of commonstock ........................... 775 516 171
Redemption of preferredstock ...... ... o i 150) (100) (190)
Proceeds from ESPP and stock optionsexercised ........................ 29 24 18
Payments of employee taxes withheld from share-based awards .......... (106) (62) (90)
Dividends on preferred stock ......... . (99) (59) (49)
Dividends on common stoCK . ...ttt (155) (139) (128)
Other, Net e (32) 3) —
Net Cash Provided by Financing Activities .. ............... ... ... ..., 35,791 24,719 14,985
Increase (Decrease) in Cash and Cash Equivalents ......................... 7,852 3,395 (1,111)
Cash and Cash Equivalents at the Beginning of Period ..................... 5,095 1,700 2,811
Cash and Cash Equivalents atthe End of Period ........................... $§12,947 S 5,095 $ 1,700
Supplemental Disclosure of Cash Flow Items:
Cash paid:
INEEIEST ettt e e § 272 S 615 S 808
INCOME LAXES .. oo oottt S 255§ 157 S 155
Non-cash activities:
Transfer of loans to (from) heldforsale ........... ... ... ............ S 1 S 964 S 81
Transfer of loans held for sale to debt securities .........c.coouveeuon... S 1,118 S 837 S 424

See accompanying notes to consolidated financial statements.
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Note 1. Summary of Significant Accounting Policies
Basis of Presentation and Organization

First Republic Bank (“First Republic” or the “Bank”) is a California-chartered commercial bank
and trust company headquartered in San Francisco with deposits insured by the FDIC. First
Republic has operated for 36 years and the current legal entity has been operating since July 1,
2010. Our consolidated financial statements include First Republic and the following wholly-owned
subsidiaries: FRIM, FRSC, FRTC Delaware, FRTC Wyoming and FRLC. All significant intercompany
balances and transactions have been eliminated.

Nature of Operations

First Republic and its subsidiaries offer private banking, private business banking and private
wealth management, including investment, trust and brokerage services. First Republic specializes
in delivering exceptional, relationship-based service and offers a complete line of products,
including residential, commercial and personal loans, deposit services, and wealth management.
Services are offered through preferred banking or wealth management offices primarily in San
Francisco, Palo Alto, Los Angeles, Santa Barbara, Newport Beach and San Diego, California;
Portland, Oregon; Boston, Massachusetts; Palm Beach, Florida; Greenwich, Connecticut; New York,
New York; and Jackson, Wyoming.

First Republic originates real estate secured loans and other loans. Real estate secured loans
are secured by single family residences, multifamily buildings, and commercial real estate
properties and include loans to construct such properties. Most of the real estate loans that First
Republic originates are secured by properties located close to one of its offices. First Republic
originates business loans, loans secured by securities and other types of collateral and personal
unsecured loans primarily to meet the non-mortgage needs of First Republic’s clients. Most of these
loans are also made to borrowers in the geographic areas served by the Bank's offices.

First Republic offers its clients various wealth management services. First Republic provides
investment management services through FRIM, which earns fee income from the management of
equity securities, fixed income securities, balanced portfolios, and alternative investments for its
clients. The Trust Company provides trust and custody services. FRSC is a registered broker-dealer
that performs brokerage and investment activities for clients. The Bank offers insurance solutions
through FRSC and previously, also through FRIM. The Bank also offers money market mutual funds
to clients through third-party providers and conducts foreign exchange activities on behalf of
clients.

Reclassifications

Certain prior period amounts have been reclassified to conform to the current period
presentation.

Investment Securities

The Bank's investments in marketable equity securities are measured at fair value with changes
in fair value recognized in noninterest income. Any dividends received are recognized in interest
income.
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Debt securities that the Bank may not hold until maturity are classified as securities
available-for-sale and reported at fair value. Unrealized losses resulting from credit losses on
available-for-sale debt securities are recognized in earnings as a provision for credit losses.
Unrealized losses that do not result from credit losses are excluded from earnings and reported as
accumulated other comprehensive income, net of applicable taxes, which isincluded in equity.

Debt securities that the Bank has the intent and ability to hold to maturity are classified as
held-to-maturity and reported at amortized cost, excluding interest receivable. Interest receivable is
separated from other components of amortized cost and presented within “Other assets” on the
consolidated balance sheets.

Premiums and discounts are amortized or accreted over the contractual life of the security as
an adjustment to the yield using the interest method. Premiums on callable debt securities are
amortized to the earliest call date. For certain types of securities, prepayments are considered in
determining the effective yield of the individual security. Unrealized and realized gains and losses
on investment securities are determined based on the cost basis of securities specifically identified.

A debt security is considered past due if the required principal and interest payment has not
been received as of the day after such payment was due. Debt securities are placed on nonaccrual
status when there has been a missed payment of principal or interest, or earlier, if management
determines that full collection of principal or interest is not expected. The Bank may return a debt
security to accrual status when its principal and interest payments are current, a satisfactory
payment history is established, and the Bank expects repayment of the remaining contractual
principal and interest. The Bank promptly charges off balances of debt securities that are deemed
uncollectible.

When a debt security is placed on nonaccrual status, the Bank reverses interest receivable
againstinterest income. Since the nonaccrual policy results in a timely reversal of interest
receivable, the Bank does not record an ACL on interest receivable.

Allowance for Credit Losses on Investments in Debt Securities

The Bank evaluates available-for-sale debt securities that experienced a decline in fair value
below amortized cost for credit impairment. The Bank recognizes a credit impairment if the Bank
has the intent to sell the security, or it is more likely than not that the Bank will be required to sell
the security before recovery of its amortized cost. If the Bank does not intend to nor would be
required to sell the security prior to recovery of the amortized cost, the Bank evaluates whether a
credit loss has occurred through its impairment framework, which includes both qualitative and
guantitative factors. Factors that the Bank considers include explicit or implicit guarantees by the
Federal Government, external credit ratings, the extent of the loss, credit subordination, and
industry, geographical, economic, political, or other factors that are relevant to the collectibility of
the debt security. After considering these factors, if the present value of expected cash flows,
discounted at the security’s effective yield, is lower than the security’s amortized cost, an ACL is
recognized.

The ACL on held-to-maturity debt securities is based on the security’'s amortized cost,
excluding interest receivable, and represents the portion of the amortized cost that the Bank does
not expect to collect over the life of the security. The ACL on held-to-maturity debt securities is
initially recognized upon acquisition of the securities, and subsequently remeasured on a recurring
basis.
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Prior to the adoption of CECL on January 1, 2020, for both available-for-sale and
held-to-maturity debt securities that experienced a decline in fair value below amortized cost, the
Bank evaluated whether these securities were other-than-temporarily impaired.

Refer to Note 3, “Investment Securities and Allowance for Credit Losses,” for additional
discussion of the ACL on available-for-sale and held-to-maturity debt securities.

Loans

Loans are reported at amortized cost, which consists of their outstanding principal balances
net of any charge-offs, unamortized deferred fees and costs on originated loans and premiums or
discounts on purchased loans, excluding interest receivable. Interest receivable is separated from
other components of amortized cost and presented within “Other assets” on the consolidated
balance sheets.

Loan origination fees and direct loan origination costs are deferred and amortized as a yield
adjustment over the contractual life of each loan using a level yield or straight-line methodology,
depending upon the type of loan. Certain commitment fees are amortized into noninterest income
over the commitment period using a straight-line methodology.

Aloan is considered past due if the required principal and interest payment has not been
received as of the day after such payment was due. Loans are placed on nonaccrual status when
principal or interest payments are 90 days or more past due, except for single family loans that are
well secured and in the process of collection, or earlier when management determines that
collection of principal or interest is unlikely. The Bank may return a loan to accrual status when
principal and interest payments are current, a satisfactory payment history is established and
collectibility improves or the loan otherwise becomes well secured and is in the process of
collection. The Bank promptly charges off loan balances that are deemed uncollectible.

When a loan is placed on nonaccrual status, the Bank reverses interest receivable against
interest income and accounts for the loan on the cash or cost recovery method, until it qualifies for
return to accrual status. Since the nonaccrual policy results in a timely reversal of interest
receivable, the Bank does not record an ACL on interest receivable.

Troubled Debt Restructurings

Loan modifications that provide concessions to borrowers in financial difficulty are reported as
TDRs. The Bank generally grants concessions in TDRs by reducing the interest rate or deferring
payments. TDRs are generally reported as nonaccrual loans until at least six consecutive payments
are received and the loan meets the Bank's other criteria for returning to accrual status.

COVID-19 Loan Modifications

Loan modifications to assist borrowers who are experiencing financial difficulties as a result of
COVID-19 generally include deferring scheduled principal and/or interest payments for six months.
For certain loans, the maturity of the loan may also be extended to allow for monthly payments to
remain the same as they were pre-modification. Interest continues to accrue during the deferral
period, and the deferred payments may be included in the borrower's final payment as a balloon
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payment, reamortized over the remaining maturity of the loan, or repaid over the extended term
utilizing the pre-modification monthly payments, subject to the borrower’s loan terms. Certain
borrowers may receive additional relief beyond their initial modification period.

Loan modifications made to borrowers impacted by COVID-19 are predominantly not reported
as nonaccrual, and such loans that meet specific eligibility criteria are not considered TDRs.

Allowance for Credit Losses on Loans and Unfunded Loan Commitments

The ACL on loans is measured on the loan's amortized cost basis, excluding interest receivable,
and represents the portion of the amortized cost that the Bank does not expect to collect over the
life of the loan. The ACL is initially recognized upon origination or purchase of the loans, and
subsequently remeasured on a recurring basis.

Prior to the adoption of CECL on January 1, 2020, the Bank followed ASC 450, “Contingencies,”
for non-impaired loans and ASC 310-10-35, “Receivables—Subsequent Measurement,” for impaired
loans to estimate its allowance for loan losses.

The Bank also records an ACL on unfunded loan commitments, which is based on the same
assumptions as funded loans and also considers the probability of funding. The ACL is recognized
as a liability, and credit loss expense is recorded as provision for unfunded loan commitments within
provision for credit losses in the consolidated statement of income. Upon funding of the loan, any
related ACL previously recorded on the unfunded amount is reversed and an ACL is subsequently
recognized on the outstanding loan.

Refer to Note 4, “Loans and Allowance for Credit Losses,” for additional discussion of the ACL
on loans and unfunded loan commitments.

Investments in Life Insurance

The Bank initially records investments in life insurance at cost and subsequently adjusts the
carrying value of the investment quarterly to its cash surrender value. The Bank recognizes the
resulting income or loss in noninterestincome.

Tax Credit Investments

The initial cost of the Bank’s low income housing tax credit (“tax credit”) investments is
amortized over the life of the investment using a proportional amortization method. Under the
proportional amortization method, amortization expense recognized each period is based on the
amount of tax credits and other tax benefits for the period as a percentage of expected total tax
credits and other tax benefits of the investment. Amortization expense is presented as a component
of provision for income taxes on the consolidated statements of income. Tax credit investments are
evaluated on a quarterly basis to determine if it is more likely than not that the carrying amount of
the tax credit investments will not be realized through the future recognition of tax credits and
other tax benefits. If it is more likely than not that future tax credits and other tax benefits will not
be realized, an impairment loss is recorded.
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Selling and Servicing Loans

The Bank sells loans on a non-recourse basis to generate servicing income, to provide funds for
additional lending and for ALM purposes. Loans that are sold include loans originated for sale to
investors under commitments executed prior to origination, existing loans that are sold through
bulk sales and loans sold through securitizations. The Bank classifies loans as held for sale when
the Bank has the intent to sell, is waiting on a pre-approved investor purchase or is negotiating with
a specific investor for the sale of specific loans that meet selected criteria. Loans held for sale
include net deferred loan fees or costs and are reported at the lower of aggregate cost or fair value.

The Bank recognizes a sale only when consideration is received and control is transferred to
the buyer. The Bank retains the MSRs on substantially all loans sold. The Bank's class of servicing
rights consists of loans sold that are secured by real estate. MSRs retained for loans sold are initially
measured at fair value at the date of transfer and recorded as a component of the gain or loss on
sale of loans within “Other noninterest income” on the consolidated statements of income.

MSRs are subsequently reported at the lower of amortized cost or fair value and are presented
within “Other assets” on the consolidated balance sheets. MSRs are amortized in proportion to and
over the period of estimated net servicing income, with amortization presented in “Other
noninterestincome” on the consolidated statements of income. At least quarterly, the Bank
evaluates MSRs for potential impairment based on their current fair value, actual prepayment
experience and other market factors. For this evaluation, the Bank stratifies the loans serviced by
the year they are sold, by product type (fixed, hybrid or adjustable) and interest rate coupon range.
Hybrid loans are further stratified by their initial fixed-rate period. If the fair value of MSRs for a
stratum is less than the amortized cost, the Bank records a provision for a valuation allowance.
Subsequently, the Bank adjusts the valuation allowance for changes in fair value to the extent that
fair value does not exceed the amortized cost. If the Bank determines that a portion of the valuation
allowance is unrecoverable, the Bank records a direct write-down by reducing both the amortized
cost of MSRs for a stratum and the related valuation allowance.

Goodwill and Other Identifiable Intangible Assets

The Bank records the cost of acquisitions based on the estimated fair values of the assets
acquired and liabilities and noncontrolling interests assumed at the acquisition date. Goodwill
represents the excess of the purchase price over the fair value of the net assets acquired.

The Bank evaluates goodwill for impairment annually and on an interim basis if events or
changesin circumstances indicate that its implied fair value is less than the carrying amount. Such
an event or circumstance may include an adverse change in the business climate or market, a legal
factor, an action by the regulators, introduction of or an increase in competition, or a loss of key
personnel. The Bank has the option to first perform a qualitative assessment to determine whether
it is more likely than not that the fair value of the reporting unitis less than its carrying amount
before applying the goodwill impairment test. The qualitative factors considered include, but are
not limited to, industry and market conditions and trends, the Bank’s financial performance and any
Bank-specific events relevant to the assessment. If the assessment of qualitative factors indicates
thatitis not more likely than not that impairment exists, no further testing is performed. If there is
an indication that impairment exists, a quantitative test is performed to determine whether the fair
value of each reporting unit, including goodwill, is less than the carrying amount of the reporting
unit. If the fair value of the reporting unit is less than its carrying amount, goodwill is considered
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impaired and an impairment loss is recognized as the amount by which the reporting unit's carrying
amount exceeds its fair value, including any deferred tax adjustment for tax deductible goodwill.

Identifiable intangible assets related to core deposits, wealth management customer
relationships and trade name/trademark are reported as other intangible assets. Intangible assets
associated with core deposits and wealth management customer relationships are amortized on an
accelerated basis over their useful lives, not to exceed ten years, and are evaluated for impairment
whenever circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognized if the carrying amount is not recoverable and exceeds fair value. Intangible assets
associated with a trade name/trademark are considered to have indefinite useful lives and are
evaluated for impairment annually, and on an interim basis if events or changes in circumstances
indicate that their fair value is less than the carrying amount. The Bank has the option to first
perform a qualitative assessment to determine whether an indefinite-lived intangible asset is
impaired before determining its fair value. The qualitative factors considered include, but are not
limited to, industry and market conditions and trends, the Bank’s financial performance and any
Bank-specific events relevant to the assessment. If the factors considered indicate that impairment
exists, a quantitative test is performed and an impairment loss is recognized if the determined fair
value is less than the carrying amount.

Premises, Equipment and Leasehold Improvements

Premises, equipment and leasehold improvements are recorded at cost, less accumulated
depreciation and amortization. Depreciation and amortization are calculated on a straight-line
basis over the estimated useful lives of the assets, which generally range from three to ten years, or
the lease term, if the term is less than ten years.

Leases

The Bank determines at inception if an arrangement contains a lease. Lease liabilities are
recognized upon commencement based on the present value of lease payments over the lease
term, discounted using the Bank’s incremental borrowing rate at the commencement date. Lease
renewal options are included when measuring the lease liability if the Bank is reasonably certain to
exercise the option during the lease term. Corresponding lease assets are recognized at the liability
amount adjusted for any direct incremental costs, prepaid lease payments and lease incentives
received. Additionally, the Bank combines non-lease components with lease components in the
measurement of its lease assets and liabilities. The lease assets and lease liabilities recognized on
the Bank's consolidated balance sheet are operating leases. Operating lease expense for lease
payments is recognized on a straight-line basis over the lease term. Some of the Bank's lease
arrangements include rental payments that adjust periodically for inflation. These and other
variable lease payments not included in the straight-line lease expense are expensed as incurred.

Software and Cloud Computing Arrangements

Software is recorded at cost, less accumulated amortization. Software includes purchased
software, capitalized implementation costs, and capitalized development costs associated with
internally developed software. Amortization is calculated on a straight-line basis over the estimated
useful life of the software, which ranges from three to ten years. Software is included in “Premises,
equipment and leasehold improvements, net” in the consolidated balance sheets.
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Cloud computing arrangements include software as a service, platform as a service,
infrastructure as a service, and other similar arrangements. Certain implementation costs for cloud
computing arrangements are capitalized, and amortized on a straight-line basis over the term of the
arrangement. Capitalized implementation costs for cloud computing arrangements are included in
"Other assets” in the consolidated balance sheets.

Income Taxes

DTAs and DTLs are recognized for the future tax consequences of differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax
bases. DTAs and DTLs are measured using enacted tax rates expected to apply to taxable income in
the years in which those temporary differences are expected to be recovered or settled. The Bank
records a valuation allowance to reduce DTAs to the amount that is believed more likely than not to
be realized.

An uncertain tax position that meets the “more likely than not” recognition threshold is
measured to determine the amount of benefits to recognize. The uncertain tax position is measured
as the largest amount of benefit that is greater than 50% likely of being realized upon settlement.
Tax benefits not meeting the Bank’s realization criteria represent unrecognized tax benefits.
Interest and penalties are recognized as a component of provision for income taxes.

The Bank files a consolidated U.S. tax return and separate state and local tax returns.

Share-Based Compensation

The Bank’s share-based awards, including RSUs and PSUs, are valued at their grant date fair value,
which is generally the closing market price of its common stock at the date of grant. Compensation
expense is recognized over the requisite service period, which is the service period required in order for
the awards to vest. The requisite service period is generally the vesting period of the awards. For awards
with performance conditions, the amount of compensation expense the Bank recognizes over the
requisite service period is based on the actual or estimated achievement of the performance condition.
The Bank accounts for forfeitures of stock awards in the period they occur.

Investment Management, Brokerage and Investment, Insurance, Trust, and Deposit Fees

Investment management fees, brokerage and investment fees, and trust fees are generally
based upon the market value of AUM or AUA or the volume of transactions and are recorded on the
accrual basis over the period in which the service is provided or the underlying transactions occur.
Insurance fees are based on the value and type of the policies sold and are recognized once the
policy is in effect and upon annual renewal. Deposit fees are based on average account balances,
type of account and transactions and are recognized over the period that services are provided. See
Note 24, “Revenue from Contracts with Customers” for further discussion.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to
make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and
expenses and related disclosure of contingent assets and liabilities. Actual results could differ from
these estimates. Material estimates subject to change include those related to ACL, fair value
measurements, and income taxes.

141



FIRST REPUBLIC BANK
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Bank's estimates for the years ended December 31, 2021 and December 31, 2020
incorporate consideration of the impact of COVID-19. Refer to Note 4, “Loans and Allowance for
Credit Losses—Provision (Reversal of Provision) for Credit Losses and Changes in the Allowance for
Credit Losses,” for additional discussion.

Note 2. Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, amounts due from the Federal Reserve Bank
and commercial banks, and short-term investments such as federal funds sold or U.S. Treasury Bills
with original maturity dates of 90 days or less.

The following table presents information related to cash and cash equivalents:

December 31,
($ in millions) 2021 2020
Cash and due from Danks . .. ...t S 368 S 472
Interest-bearing deposits with banks . ... . 12,579 4,623
Total cash and cash equIValeNts . .. ...ttt $12,947 $5,095

Note 3. Investment Securities and Allowance for Credit Losses

The following table presents information related to available-for-sale debt securities:

Available-for-sale

Gross Gross Allowance
Amortized Unrealized Unrealized for Credit
(S in millions) Cost Gains Losses Losses Fair Value
At December 31, 2021
Agencyresidential MBS ... ... ... . S 1,878 $ 2 S (51) S — $ 1,829
Otherresidential MBS ........... ... ... ....... 15 — — — 15
Agency commercial MBS ....... ... ... 1,485 6 1) — 1,490
Securities of U.S. states and political
subdivisions—taxable ............. ... ... ... 47 — — — 47
Total oo $ 3425 $ 8 ¢ (52) $ — $§ 3381
At December 31,2020
Agency residential MBS . ........ ... ... ... $ 1,091 S 8 S Q) S — $ 1,096
Otherresidential MBS ......... ... .. ... ....... 21 — — — 21
Agency commercial MBS ... .. ... ... L 715 27 — — 742
Securities of U.S. states and political .............
subdivisions—taxable .......... ... ... ... ... ... 47 — — — 47
Total oo $ 1874 S 35 S Q) S — $ 1,906
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The following table presents information related to held-to-maturity debt securities:

Held-to-maturity

Gross Gross Allowance  Amortized
Amortized Unrealized Unrealized for Credit Cost, Net of
(S in millions) Cost Gains Losses Fair Value Losses Allowance
At December 31, 2021
U.S. Government-sponsored agency
SECUMTIES © v v et S 100 S — S 3) S 97 S — S 100
Agency residential MBS ............ 1,380 13 (15) 1,378 — 1,380
Otherresidential MBS ............. 9 — — 9 — 9
Agency commercial MBS ........... 2,719 35 12) 2,742 — 2,719
Securities of U.S. states and political
subdivisions:
Tax-exempt municipal securities .. 15,011 997 (21) 15,987 (8) 15,003
Tax-exempt nonprofit
debentures ................... 72 1 — 73 — 72
Taxable municipal securities ... ... 1,632 66 1) 1,697 1) 1,631
Corporate debt securities .......... 1,378 62 1) 1,439 — 1,378
Total ..o § 22301 $ 1,174 S (53) $ 23422 $ 9 S 22,292
At December 31,2020
U.S. Government-sponsored agency
SECUMIES v v et S 50 $ — S — S 50 S — S 50
Agency residential MBS ............ 1,301 35 — 1,336 — 1,301
Otherresidential MBS ............. 13 — — 13 — 13
Agency commercial MBS ........... 2,489 160 — 2,649 — 2,489
Securities of U.S. states and political
subdivisions:
Tax-exempt municipal securities .. 11,799 1,093 — 12,892 7) 11,792
Tax-exempt nonprofit
debentures ................... 75 — — 75 — 75
Taxable municipal securities . ..... 811 62 — 873 — 811
Corporate debt securities .......... 72 4 — 76 — 72
Total ..o $ 16610 $ 1,354 S — $17964 S (7) $ 16,603

The following table presents information related to equity securities measured at fair value:

December 31,
($ in millions) 2021 2020
Equity securities (fair value):
Mutual funds and marketable equity SECUIITIES ... ...ttt e $ 28 $§ 21

The components of amortized cost for debt securities on the consolidated balance sheets
exclude interest receivable since the Bank elected to present interest receivable within “Other
assets.” The following table presents interest receivable on debt securities:

December 31,
(S in millions) 2021 2020
Interest receivable on debt securities available-for-sale .......... ... . ... .. ... ... .. .. .. ... S 4 § 3
Interest receivable on debt securities held-to-maturity .......... ... . i $177 $139
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Credit Quality

The Bank uses external ratings from third party rating agencies, such as Standard & Poor's
(“"S&P") and Moody's Investors Service (“Moody’s"), to determine the credit quality of each security
at purchase and to monitor the credit quality of securities in the portfolio on an ongoing basis. For
certain securities that do not have an external rating at the security level, an implied external rating
is used. This includes securities explicitly or implicitly guaranteed by the Federal Government,
securities that are pre-refunded by the issuer or securities that are rated at only the issuer level. For
tax-exempt nonprofit debentures and certain tax-exempt municipal securities that do not have an
external or implied external rating, the security is internally graded and subsequently translated to a
corresponding external rating. Rating changes and creditworthiness of all securities are reviewed at
least on a quarterly basis. The ratings are described below, with the S&P rating first and the
corresponding Moody's rating indicated parenthetically.

The credit quality indicators for the securities in the held-to-maturity portfolio range from the
highest credit rating of AAA (Aaa) to BBB (Baa), which reflect the strong overall credit quality of the
investment portfolio. All of the securities in the held-to-maturity portfolio are investment grade,
given that none are rated below the BBB (Baa) category. The following are descriptions of each
credit quality indicator:

*  AAA(Aaa) rated securities are considered to be of the highest quality, and reflect the
lowest level of credit risk of an obligor.

*  AA(Aa)rated securities vary slightly from the AAA (Aaa) rated securities, but are still
considered to be of very high quality, and reflect very low credit risk of an obligor.

* A(A) rated securities reflect low credit risk of an obligor, given the likelihood that such an
obligor will be more impacted by an adverse economic environment than an AA (Aa) rated
obligor.

. BBB (Baa) rated securities reflect moderate credit risk of an obligor, given that such an
obligoris assumed to be more susceptible to an adverse economic environment than an A
(A) rated obligor.

The following tables present the amortized cost of debt securities held-to-maturity by credit
quality indicator:

Held-to-maturity

(S in millions) AAA (Aaa) AA (Aa) A(A) BBB(Baa) Total
At December 31, 2021
U.S. Government-sponsored agency securities .......... S — $ 100 $§ — S — $ 100
Agencyresidential MBS ... ... .. — 1,380 — — 1,380
Otherresidential MBS . ... ... .. ... i 9 — — — 9
Agencycommercial MBS ... ... — 2,719 — — 2,719
Securities of U.S. states and political subdivisions:
Tax-exempt municipal securities .................... 4,201 10,585 225 — 15,011
Tax-exempt nonprofitdebentures ................... — — — 72 72
Taxable municipal securities ........................ 562 1,070 — — 1,632
Corporatedebtsecurities ..., 525 853 — — 1,378
TOtal $ 5297 $16,707 $225 $ 72 $22,301
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Held-to-maturity

($ in millions) AAA (Aaa) AA (Aa) A(A) BBB(Baa) Total
At December 31,2020
U.S. Government-sponsored agency securities .......... S — S 50 § — S — S 50
Agencyresidential MBS ... ... ... — 1,301 — — 1,301
Otherresidential MBS . ... ... ... ... . 13 — — — 13
Agency commercial MBS ... .. — 2,489 — — 2,489
Securities of U.S. states and political subdivisions:
Tax-exempt municipal securities .................... 3,032 8,487 280 — 11,799
Tax-exempt nonprofitdebentures ................... — — — 75 75
Taxable municipal securities ........................ 218 593 — — 811
Corporatedebtsecurities ..., 48 24 — — 72
Total oo $ 3311 $12944 $280 S 75 $ 16,610

The carrying value of held-to-maturity debt securities that were internally rated and translated
to a corresponding external grade, all of which were tax-exempt nonprofit debentures, was
$72 million and $75 million at December 31, 2021 and 2020, respectively.

Aging and Nonaccrual

As of both December 31, 2021 and 2020, there were no debt securities past due or on

nonaccrual status.

Allowance for Credit Losses

Debt Securities Available-for-Sale

The following table presents gross unrealized

losses and fair value of available-for-sale

debt securities by length of time that individual securities in each category had beenin a

continuous loss position:

Available-for-sale

Less than 12 months 12 months or more Total
Gross Gross Gross Total
Unrealized Unrealized Unrealized Number of
(S in millions) Losses Fair Value Losses Fair Value Losses Fair Value Securities
At December 31, 2021
Agency residential MBS ....... S (@6) S 1,113 S (@5 S 627 S (51) S 1,740 555
Agency commercial MBS ...... 1) 863 — — 1) 863 12
Total ..o $ 27) $ 1,976 S @5) S 627 S (52) $ 2,603 567
At December 31,2020
Agency residential MBS ....... S 3)S 478 S — S 1S 3)S 479 207
Agency commercial MBS ...... — — — 1 — 1 1
Total ..o $ (OIS 478 S — S 2°S 3) S 480 208
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For available-for-sale debt securities that experienced a decline in fair value below amortized
cost, the Bank concluded that it does not intend to nor would it be required to sell any of the
securities prior to recovery of the amortized cost. The Bank then evaluated whether the decline in
fair value resulted from a credit loss. Due to their explicit or implicit guarantee by the Federal
Government, the Bank's agency residential MBS and agency commercial MBS have no expected
credit losses. Therefore, no ACL was recognized on available-for-sale debt securities as of both
December 31,2021 and 2020.

Debt Securities Held-to-Maturity

The Bank's held-to-maturity U.S. Government-sponsored agency securities, agency residential
MBS and agency commercial MBS are considered to not have expected credit losses due to the
explicit or implicit guarantee by the Federal Government. Therefore, no ACL has been recognized on
these securities.

Held-to-maturity debt securities with similar risk characteristics are pooled when
developing the ACL. Beginning in the second quarter of 2021, the Bank’s ACL on its
held-to-maturity securities of U.S. states and political subdivisions (including tax-exempt
municipal securities, tax-exempt nonprofit debentures and taxable municipal securities) and
corporate debt securities is determined by expert judgment, which is based on historical
ratings-based average probabilities of default and industry average LGD to determine expected
credit losses over the life of the securities. Prior to the second quarter of 2021, the Bank’s
estimate used a PD/LGD model to project credit losses over a reasonable and supportable
period of three years, followed by an immediate reversion to its historical loss rate for the
remaining life of the security.

The following table presents the activity in the ACL on held-to-maturity debt securities:

Allowance for Credit Losses

Held-to-maturity

Balance at Balance at
Beginning End of
($ in millions) of Period  Provision Period
At or for the Year Ended December 31, 2021
Securities of U.S. states and political subdivisions:
Tax-exempt municipal SECUMtIeS ... ...ttt S 7 S 1S 8
Taxable municipal securities ... — 1 1
T Ot e $ 7 S 2 S 9
At or for the Year Ended December 31,2020 ®
Securities of U.S. states and political subdivisions:
Tax-exempt municipal securities ............. i $ 5 S 2 S 7

0 The beginning balance represents the CECL transition adjustment, which increased the ACL by $5 million upon adoption of CECL.
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Other Disclosures

The Bank pledges investment securities at the Federal Reserve Bank to maintain the ability to
borrow at the discount window, or at a correspondent bank as collateral to secure trust funds and
public deposits. At December 31, 2021, the carrying value of investment securities pledged was
$3.983 billion, of which $3.977 billion was unencumbered and available to support additional
borrowings.

During the year ended December 31, 2020, the Bank sold tax-exempt municipal securities from
the held-to-maturity portfolio with a carrying value of $32 million. The sale of the securities was in
response to evidence of deterioration in creditworthiness of a specific issuer as a result of potential
liabilities related to impacts of wildfire.

The following table presents proceeds received from sales of investment securities:

Year Ended December 31,

(S in millions) 2021 2020 2019
Sales proceeds:
Debt securities available-for-sale .. ... S — § 71 S 842
Debt securities held-to-maturity . ....... ..ot e $ — § 35 § —

The following table presents gains and losses on investment securities:

Year Ended December 31,

($ in millions) 2021 2020 2019
Debt securities available-for-sale:

Gross realized 10SSES ON SAIES oot v vt et S — $§ — S ¥
Debt securities held-to-maturity:

Grossrealized gainsS 0N SaleS . ..ottt — 3 —
Equity securities (fair value):

Netchangeinfairvalue ....... ... i e 1 1 1

Total gain (10SS) 0N INVeSTMENt SECUTItIES . ...ttt S 1 8 4 S (3

The following table presents interest income on investment securities:

Year Ended December 31,

($ in millions) 2021 2020 2019

Interest income on tax-exempt SECUTNItIES .. ...ttt S 428 $§ 385 S 323

Interestincome on taxable securities .. ... ... i e 196 191 225
TOtal o S 624 $§ 576 S 548
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Contractual Maturities

The following tables present contractual maturities of debt securities available-for-sale and
held-to-maturity. Actual maturities for certain U.S. Government agency securities, U.S.
Government-sponsored agency securities and municipal securities may occur earlier than their
stated contractual maturities because the note issuers may have the right to call outstanding
amounts ahead of their contractual maturities. In addition, the remaining contractual principal
maturities for MBS do not consider prepayments. Expected remaining maturities for MBS can differ
from contractual maturities because borrowers have the right to prepay their mortgage obligations,
with or without penalties, prior to contractual maturity.

Available-for-sale

After1  After5
Within1 Through Through After10
($ in millions) Amount Year 5Years 10 Years Years

At December 31, 2021
Amortized cost:

Agency residential MBS ... ... $1878 s — S 1S — $1,877
Otherresidential MBS ... .. . 15 — — — 15
Agencycommercial MBS ... ... 1,485 — 82 1,144 259
Securities of U.S. states and political subdivisions— taxable ...... 47 — — — 47
TOtal o §3425$ — $ 83 $1,144 $2,198
Fair value:
Agency residential MBS . ... $§1829 S — S 18 — $1,828
Otherresidential MBS ... ... 15 — — — 15
Agencycommercial MBS ... ... 1,490 — 82 1,144 264
Securities of U.S. states and political subdivisions— taxable ...... 47 — — — 47
TOtal e $3381S — $§ 83 $ 1,144 52,154

At December 31,2020
Amortized cost:

Agency residential MBS ... ... $§1,091 8§ — S 18 — $1,090
Otherresidential MBS .. ... .. . 21 — — — 21
Agency commercial MBS .. ... . 715 1 111 129 474
Securities of U.S. states and political subdivisions— taxable ...... 47 — — — 47
Total o $1,874 S 1$ 112 S 129 $1,632
Fair value:
Agencyresidential MBS ... ... $1,09% S — 8 18 — $1,095
Otherresidential MBS .. ... . 21 — — — 21
Agencycommercial MBS . ... .. . 742 1 111 131 499
Securities of U.S. states and political subdivisions— taxable ...... 47 — — — 47
Total oo $1,906 $ 18 112 $ 131 $1,662
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Held-to-maturity

After1 After 5
Within1 Through Through After10
($ in millions) Amount Year 5Years 10 Years Years
At December 31, 2021
Amortized cost, net of allowance:
U.S. Government-sponsored agency securities ............ S 100 § — § — S — $ 100
Agencyresidential MBS . ... .. 1,380 — 3 — 1,377
Otherresidential MBS . ... ... ... 9 — — — 9
Agencycommercial MBS ... ... 2,719 — 109 — 2,610
Securities of U.S. states and political subdivisions:
Tax-exempt municipal securities ...................... 15,003 262 647 106 13,988
Tax-exempt nonprofitdebentures ..................... 72 — — — 72
Taxable municipal securities .......................... 1,631 — — — 1,631
Corporate debtsecurities ................. ... ... ... 1,378 — — — 1,378
Total oo §22292 § 262 $ 759 $ 106 $21,165
At December 31,2020
Amortized cost, net of allowance:
U.S. Government-sponsored agency securities ............ S 50 $§ — S — S — S 50
Agencyresidential MBS ... ... .. 1,301 — 4 — 1,297
Otherresidential MBS . ... ... ... 13 — — — 13
Agencycommercial MBS ... .. 2,489 — — — 2,489
Securities of U.S. states and political subdivisions:
Tax-exempt municipal securities ...................... 11,792 235 659 169 10,729
Tax-exempt nonprofitdebentures ..................... 75 — — — 75
Taxable municipal securities ..., 811 — — — 811
Corporatedebtsecurities ... 72 — — — 72
Total oo $16,603 S 235 $§ 663 S 169 $15536
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Note 4. Loans and Allowance for Credit Losses
Loan Profile

The Bank's portfolio segments consist of residential real estate, income property, business and
other loans. Each segment is further disaggregated by classes. The following table presents loans
held for investment by portfolio segment and class, and the ACL:

December 31,
($in millions) 2021 2020
Residential real estate
Single family ... $ 76,793 S 61,370
Home equity linesof credit ... ... . 2,684 2,450
Single family CoNStruCtion .. ... o e 993 788
Total residential real estate ... ... .. 80,370 64,608
Income property
MU Ay 15,966 13,769
Commercialreal estate ... ... 8,531 8,018
Multifamily/commercial Construction ............ i 1,927 2,024
Total INCOME PrOPEITY oottt e e e e e e e 26,424 23,811
Business
Capital call lines of credit . ... . e 10,999 8,150
T AX-EXEMID ottt 3,680 3,366
Other DUSINESS ottt e e e e 3,961 3,340
PP P 545 1,841
Total DUSINESS ot e 19,185 16,697
Other
StOCK SECUIEd .. 3,435 2,518
Other SECUIed .. e 2,457 1,819
UNSEBCUIEA .« o ottt e e e e e e e e e e e 3,085 3,113
Total Other .o 8,977 7,450
Total loans held forinvestment . ... ... . e 134,956 112,566
Less: Allowance for credit [0SSES . . ..ottt (694) (635)
LOaNS, N ottt e e e e $134,262 $111,931
The following table presents loans held for sale:
December 31,
($ in millions) 2021 2020
Loans Neld fOr Sl . ... e e e e S 1 ¢§ 21

Real estate loans are secured by single family, multifamily and commercial real estate
properties and generally mature over periods of up to thirty years. At both December 31, 2021 and
2020, 51% of the total loan portfolio was secured by California real estate. At December 31, 2021
and 2020, 61% and 64%, respectively, of single family mortgages fully and evenly amortize until
maturity following an initial interest-only period of generally ten years.

As of December 31, 2021, the Bank had pledged $73.9 billion of loans to secure borrowings of
$3.7 billion from the FHLB, although only $4.6 billion of collateral was required in connection with
the outstanding FHLB advances.
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The components of amortized cost for loans on the consolidated balance sheets exclude

interest receivable since the Bank elected to present interest receivable within “Other assets.” The
following table presents interest receivable on loans held for investment:

December 31,
($ in millions) 2021 2020
INEEreSt reCeIVADIE . . $319 $ 288
Aging and Nonaccrual
The following tables present an aging analysis of loans:
30-59 60-89 90 Days or
Days Past Days Past More Past Total Past Total
(S in millions) Due Due Due Due Current Loans
At December 31, 2021
Residential real estate
Singlefamily ............ ... ... ... $ 9 S 10 $ 48 S 67 $ 76,726 S 76,793
Home equity linesof credit ............ 2 — 19 21 2,563 2,584
Single family construction ............. — — — — 993 993
Total residential realestate.......... 11 10 67 88 80,282 80,370
Income property
Multifamily ....... ... ... ... ... ... — — 2 2 15,964 15,966
Commercial realestate ............... — 1 5 6 8,525 8,531
Multifamily/commercial construction ... — — — — 1,927 1,927
Totalincome property .............. — 1 7 8 26,416 26,424
Business
Capital call linesof credit ............. — — — — 10,999 10,999
Tax-exempt ... — — — — 3,680 3,680
Otherbusiness ......... ... ... ... — — — — 3,961 3,961
PPP 1 14 — 15 530 545
Totalbusiness ..................... 14 — 15 19,170 19,185
Other
Stocksecured.......... ... .. .. ..., — — — — 3,435 3,435
Othersecured ....................... — — — — 2,457 2,457
Unsecured ..., — — — — 3,085 3,085
Totalother ....... ... ... ... ....... — — — — 8,977 8,977
Total oo $ 12 S 25 S 74 S 111 $134,845 $134,956
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30-59 60-89 90 Days or
Days Past Days Past More Past Total Past Total
(S in millions) Due Due Due Due Current Loans
At December 31,2020
Residential real estate
Singlefamily ........... ... ... ...... $ 30 S — S 38 S 68 $ 61,302 $ 61,370
Home equity linesof credit ............. 3 — 13 16 2,434 2,450
Single family construction .............. — — — — 788 788
Total residential realestate............ 33 — 51 84 64,524 64,608
Income property
Multifamily .......... ... ... . — — — — 13,769 13,769
Commercialrealestate ................ 8 — 1 9 8,009 8,018
Multifamily/commercial construction ... — — 57 57 1,967 2,024
Totalincome property ............... 8 — 58 66 23,745 23,811
Business
Capital call linesof credit .............. — — — — 8,150 8,150
Tax-exempt ... — — — — 3,366 3,366
Otherbusiness ......... ... ... ... — — 1 1 3,339 3,340
PPP — — — — 1,841 1,841
Totalbusiness ...................... — — 1 1 16,696 16,697
Other
Stocksecured........ ... ... L. — — — — 2,518 2,518
Othersecured .............. ... ..., 3 — — 3 1,816 1,819
Unsecured ..., 1 — 1 2 3,111 3,113
Totalother ........ ... .. ... ... ...... 4 — 1 5 7,445 7,450
Total oo $ 45 S — S 111§ 156 $112,410 $112,566
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The table below presents information on loans 90 days or more past due and accruing and

loans on nonaccrual status:

(S in millions)

December 31,
2021 2020
Nonaccrual Nonaccrual
90 Days or Total 90 Days or Total
More Past Due Withoutan More Past Due Without an
and Accruing  Total Allowance and Accruing  Total Allowance

Residential real estate

Singlefamily ....................
Home equity lines of credit .......

Total residential real estate .. ..

Income property

Multifamily ....... ... ... ... ..
Commercialrealestate ..........

Multifamily/commercial

construction ..................

Totalincome property ........

Business

Otherbusiness ..................

Other

Unsecured ............ccovun...

S — $92 § 76 S — $86 S 73
— 26 24 — 31 27
— 118 100 — 117 100
— 2 2 — — —
— 7 7 — 2 1
— 9 9 — 58 58
— 18 18 — 60 59
— 1 1 — 5 3
— 2 — — 2 —
$ — 8139 § 119 $ — 8184 S 162

The interestincome related to nonaccrual loans is presented in the following table:

($ in millions)

Year Ended December 31,
2021 2020 2019

Actual interest income recognized
Interest income under original terms

Credit Quality

— S
5§ 4

>
s
o> U

The Bank's primary credit quality indicator for loans is its internal loan risk grades. The Bank
maintains a loan risk grading system that takes into consideration regulatory guidelines and
incorporates a number of considerations, such as a borrower's financial condition, adequacy of
collateral, and other factors that may impact a borrower’s ability to repay the loan. The Bank's
internal loan grades apply to all loans and are as follows:

Pass—These loans are performing substantially as agreed, with no current identified material
weakness in repayment ability. Any credit or collateral exceptions existing with respect to the loan
should be minimal and immaterial, in the process of correction, and not such that they could
subsequently impair credit quality and introduce risk of collection.

Special Mention—These loans have potential weaknesses and deserve management'’s close
attention. If left uncorrected, these potential weaknesses may result in deterioration of the
repayment prospects for the loan or of the Bank’s credit position at some future date. However,
these loans do not expose the Bank to sufficient risk to warrant adverse classification.
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Substandard—These loans are inadequately protected by the current worth and paying
capacity of the obligor or of the collateral pledged, if any. These loans have a well-defined weakness
that jeopardizes the liquidation of the debt.

Doubtful—These loans have weaknesses that make collection or liquidation in full highly
improbable. The possibility of some loss is extremely high, but because of certain important and
reasonable specific pending factors that may work to the advantage and strengthening of the loan,
its classification as a loss is deferred until a more exact status may be determined.

The majority of the Bank’s loan portfolio is secured by real estate. A decline in real estate values
can negatively impact our ability to recover our investment should the borrower become delinquent.
We safeguard against this risk by rarely exceeding an LTV ratio of 80% with respect to real estate
lending.

We perform regular monitoring and annual reviews of our loan portfolio to identify and evaluate
any deterioration in primary and/or secondary sources of repayment, including evaluations of the
borrower’s financial condition and value of the collateral. Annual reviews of residential real estate
and other loans include an analysis of payment history, collateral value and credit scores. Annual
reviews of our larger income property and business loans include analysis of financial statements of
the property and/or borrower to determine the current ability to repay outstanding obligations.
Updates to risk grades are made, as needed, upon completion of reviews.

For loans that are criticized or classified, the Bank's Special Assets Committee reviews loan
grades, reserves and accrual status on a quarterly or more frequent basis. This review includes an
evaluation of the market conditions, the property’s trends, the borrower and guarantor status, the
level of reserves required and loan accrual status.

Additionally, we have an independent, third-party review performed on our loan grades and our
credit administration functions each year. The results of the third-party review are presented to the
Audit Committee of the Board. These asset review procedures provide management with additional
information for assessing and affirming our asset quality.

Other Real Estate Owned and Residential Mortgage Loans in the Process of Foreclosure

As of both December 31, 2021 and 2020, the Bank did not have any residential real estate
owned (acquired through foreclosure).

The carrying amount of residential mortgage loans in the process of foreclosure was $6 million
and $8 million at December 31, 2021 and 2020, respectively.

Vintage

The following tables present loan balances by credit quality indicator and vintage year of
origination or the year of modification if such modifications meet the criteria to be considered a
new loan under ASC 310-20, “Nonrefundable Fees and Other Costs.” For revolving lines of credit
that converted to term loans, if the conversion involved a credit decision, such loans are included in
the origination year in which the credit decision was made. If revolving lines of credit converted to
term loans without a credit decision, such lines of credit are included in the “Revolving lines of
credit converted to term” column in the following tables.
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Revolving
lines of
Revolving credit
lines of converted
(S in millions) 2021 2020 2019 2018 2017 Prior credit to term Total
At December 31,2021
Residential real estate
Single family:
Pass ................ $28,679 $20,002 $10,107 $4,672 $5,178 $7,949 S — S —  $76,587
Special mention...... — 3 12 13 23 39 — — 90
Substandard......... 7 1 1 6 26 75 — — 116
28,686 20,006 10,120 4,691 5,227 8,063 — — 76,793
Home equity lines of
credit:
Pass ................ — — — — — — 2,489 57 2,546
Special mention...... — — — — — — 7 1 8
Substandard......... —_ —_ —_ — —_ —_ 16 14 30
— — — — — — 2,512 72 2,584
Single family construction:
Pass ................ 376 275 217 92 31 2 — — 993
Total residential real
estate........... 29,062 20,281 10,337 4,783 5,258 8,065 2,512 72 80,370
Income property
Multifamily:
Pass ................ 4,803 3,567 2,412 1,647 1,243 1,854 330 — 15,856
Special mention...... — — 30 — 1 — — — 31
Substandard......... 35 — 8 14 — 22 — — 79
4,838 3,567 2,450 1,661 1,244 1,876 330 — 15,966
Commercial real estate:
Pass ................ 2,096 1,498 1,147 924 671 1,711 251 — 8,298
Special mention...... 2 5 14 26 16 66 — — 129
Substandard......... 20 1 39 5 18 19 2 — 104
2,118 1,504 1,200 955 705 1,796 253 — 8,531
Multifamily/commercial
construction
Pass ................ 449 725 507 178 23 8 9 — 1,899
Special mention...... 19 — — — — — — — 19
Substandard......... — — — 9 — — — — 9
468 725 507 187 23 8 9 — 1,927
Totalincome
property ......... 7,424 5,796 4,157 2,803 1,972 3,680 592 — 26,424

(continued on following page)
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(continued from previous page)

Revolving
lines of
Revolving credit
lines of converted
(S in millions) 2021 2020 2019 2018 2017 Prior credit to term Total
At December 31, 2021
Business
Capital call lines of
credit:
Pass ... — — 3 — — — 10,996 — 10,999
Tax-exempt:
Pass.............. 626 990 164 223 371 1,290 — — 3,664
Special mention ... — 6 7 — — 3 — — 16
626 996 171 223 371 1,293 — — 3,680
Other business:
Pass .....ooiiiiin. 849 739 355 307 123 271 1,277 — 3,921
Special mention ... 2 2 2 — 11 11 3 — 31
Substandard ...... — — 3 — 2 4 — — 9
851 741 360 307 136 286 1,280 — 3,961
PPP:
Pass .............. 462 83 — — — — — — 545
Total business . .. 1,939 1,820 534 530 507 1,579 12,276 — 19,185
Other
Stock secured:
Pass .............. 2 20 1 3 — — 3,409 — 3,435
Other secured:
Pass ... 225 197 173 100 35 49 1,641 36 2,456
Substandard ...... — — 1 — — — — — 1
225 197 174 100 35 49 1,641 36 2,457
Unsecured:
Pass.............. 333 356 491 456 285 261 891 — 3,073
Substandard ...... 1 1 1 3 2 2 1 — 11
Doubtful .......... — — — — — — 1 — 1
334 357 492 459 287 263 893 — 3,085
Total other ...... 561 574 667 562 322 312 5,943 36 8,977
Total ......... $38,986 $28,471 $15695 $8,678 $8,059 $13,636 $ 21,323 $ 108 $134,956
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Revolving
lines of
Revolving credit
lines of converted
(S in millions) 2020 2019 2018 2017 2016 Prior credit to term Total
At December 31,2020
Residential real estate
Single family:
Pass ........ ... $23,176 $13,083 $6,683 $7,137 $5,034 $5999 $ — S —  $61,112
Special mention ....... 6 28 18 31 12 59 — — 154
Substandard .......... 5 4 11 16 27 41 — — 104
23,187 13,115 6,712 7,184 5,073 6,099 — — 61,370
Home equity lines of credit:
Pass ... — — — — — — 2,346 53 2,399
Special mention ....... — — — — — — 16 2 18
Substandard .......... — — — — — — 28 5 33
— — — — — — 2,390 60 2,450
Single family construction:
Pass ... 221 278 219 49 17 4 — — 788
Total residential real
estate ............ 23,408 13,393 6,931 7,233 5,090 6,103 2,390 60 64,608
Income property
Multifamily:
Pass ...l 3,824 2,935 2,493 1,632 1,229 1,397 210 — 13,720
Special mention ....... —_ —_ 2 — — — — — 2
Substandard .......... — 47 — — — — — — 47
3,824 2,982 2,495 1,632 1,229 1,397 210 — 13,769
Commercial real estate:
Pass ...l 1,687 1,475 1,144 899 796 1,752 192 — 7,945
Special mention ....... — 15 2 1 22 7 — — 47
Substandard .......... 2 — — 17 5 1 1 — 26
1,689 1,490 1,146 917 823 1,760 193 — 8,018
Multifamily/commercial
construction
Pass ....... ... 584 669 522 116 11 — 37 — 1,939
Special mention ....... 8 — — — — — — — 8
Substandard .......... 19 58 — — — — — — 77
611 727 522 116 11 — 37 — 2,024
Total income
property .......... 6,124 5,199 4,163 2,665 2,063 3,157 440 — 23,811

(continued on following page)
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(continued from previous page)

Revolving
lines of
Revolving credit
linesof  converted
(S in millions) 2020 2019 2018 2017 2016 Prior credit to term Total
At December 31,2020
Business
Capital call lines of credit:
Pass ..., — 35 112 — — — 8,003 — 8,150
Tax-exempt:
Pass .....oooiiiinn. 982 135 221 435 293 1,291 — — 3,357
Substandard ....... — — — — 9 — — — 9
982 135 221 435 302 1,291 — — 3,366
Other business:
Pass ............... 881 565 351 214 139 237 917 — 3,304
Special mention .... 6 3 — 12 — 2 5 — 28
Substandard ....... — 1 2 2 — 1 2 — 8
887 569 353 228 139 240 924 — 3,340
PPP:
Pass ............... 1,841 — — — — — — — 1,841
Total business .. .. 3,710 739 686 663 441 1,631 8,927 — 16,697
Other
Stock secured:
Pass ............... 21 1 26 — — — 2,470 — 2,518
Other secured:
Pass ............... 179 190 144 110 56 38 1,067 25 1,809
Special mention .... 6 — — — — — 4 — 10
185 190 144 110 56 38 1,071 25 1,819
Unsecured:
Pass ... 447 674 642 386 285 65 600 — 3,099
Special mention .... — — — — — — 1 — 1
Substandard ....... 1 1 4 2 3 — 1 — 12
Doubtful ........... — — — — — — 1 — 1
448 675 646 388 288 65 603 — 3,113
Total other ....... 654 866 816 498 344 103 4,144 25 7,450
Total .......... $33,896 $20,197 $12,596 $11,059 $7,938 $10,894 $ 15901 S 85 $112,566

The following table presents revolving lines of credit that converted to term loans without an

additional credit decision:

Year Ended December 31,

($ in millions) 2021 2020
Residential real estate
Home equity INes of Credit . ...t e S 32 S 19
Other
Other SECUIEA .ottt e 28 14
Total o $ 60 S 33
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Allowance for Credit Losses on Loans

The Bank estimates its ACL using quantitative models, expert judgment, qualitative factors and
individual assessments. The Bank's estimate incorporates individual loan and/or property level
characteristics, macroeconomic forecasts and historical loss rates to determine expected credit
losses over the life of its loans. Loans with similar risk characteristics within each class are pooled
when developing the allowance, and loans that do not share similar risk characteristics are
individually assessed. As of December 31, 2021, the total ACL on loans was $694 million, and
$653 million was the portion of the ACL attributable to loans with similar risk characteristics,
compared to a total ACL on loans of $635 million as of December 31, 2020, of which $585 million
was attributable to loans with similar risk characteristics. The following is a discussion of the
models, expert judgment and individual assessments the Bank uses to determine its ACL.

Quantitative Models

For residential real estate, income property, tax-exempt business, and other business loans,
expected credit losses are determined by PD/LGD models. For other secured and certain unsecured
loans, expected credit losses are determined by loss rate models.

The quantitative models incorporate forward-looking macroeconomic information over a
reasonable and supportable period of two years, and a reversion period of one year, after which the
Bank reverts to its historical loss rate for the remaining life of the loan. These models also account
for prepayments (or repayments) during the life of the loan. The Bank currently uses a single
macroeconomic scenario in estimating expected credit losses. On a quarterly or more frequent
basis, the Bank's EFC discusses and approves the macroeconomic forecast scenario used for these
models and determines whether any changes to the reasonable and supportable period, as well as
reversion period, are necessary.

During the reasonable and supportable period, the quantitative models determine estimated
loss amounts based on the macroeconomic forecast scenario, contractual maturity dates,
prepayment (or repayment) projections and, in most cases, loan specific risk characteristics.
Prepayment (or repayment) projections are either developed based on historical experience or
modeled using the macroeconomic forecast scenario, contractual maturity dates, and loan specific
risk characteristics. Macroeconomic forecasts include various factors, but the most impactful to
our loan portfolios are residential home price indices, commercial real estate price indices,
apartment price indices, unemployment rates, and interest rates, which impact prepayment (or
repayment) estimates. The macroeconomic forecast scenario selected by the EFC assumes that the
most adverse aspects of the economic disruption from COVID-19 have already occurred, resulting in
substantial improvement in the economic forecast as of December 31, 2021 compared to
December 31, 2020. The scenario forecasts an overall appreciation in residential, apartment and
commercial real estate prices during the reasonable and supportable period. The current scenario
also projects lower unemployment rates and higher interest rates as of December 31, 2021
compared to the December 31, 2020 scenario due to a more positive economic outlook.

For PD/LGD models, loan specific risk characteristics include LTV and credit scores for
residential real estate, LTV and debt service coverage ratios for income property loans and
tax-exempt business loans, and risk grade and past due status for other business loans. PD/LGD
models estimate the likelihood that a loan will default and measure the loss the Bank would incur if
that loan defaults. Estimated losses are calculated using the product of PD and LGD to produce a
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loss rate. For other secured and certain unsecured loans, the loss rate models use the relationship
between historical losses, historical macroeconomic factors, and forward-looking macroeconomic
information to determine an expected loss rate.

Subsequent to the reasonable and supportable period, the Bank reverts to its historical loss
rate and historical prepayment (or repayment) speed on a straight-line basis over the reversion
period of one year.

After the reversion period, the Bank's historical loss rate and historical prepayment (or
repayment) speed are used to estimate expected credit losses for the remaining life of the loan.
These rates are based on the average net charge-offs and average prepayment (or repayment)
speeds, respectively, over a 12-year historical period for all loans. The historical period used by the
Bank is reviewed at least annually. Prior to the third quarter of 2021, a ten-year historical period was
used for all loans except tax-exempt business loans, for which a 15-year historical period was used.
Beginning in the third quarter of 2021, the Bank changed the historical period over which these
rates are calculated to reflect the length of the most recent economic cycle (i.e., 12 years).

Expert Judgment

For capital call lines of credit and the majority of unsecured loans, expected credit losses are
determined by expert judgment. The Bank uses expert judgment to estimate credit losses for these
loan types because a quantitative model would not appropriately reflect the specific loan
characteristics or other factors that could result in loan losses, specifically, idiosyncratic risks or
risks related to newer loan products, not already reflected in the historical loss experience.
Expected loan losses are based on credit attributes specific to each loan type. For capital call lines
of credit, such attributes used to estimate a lifetime loss rate include loan commitment size and
expected line utilization. For unsecured loans, such attributes include external publicly available
credit metrics for similar products.

Qualitative Factors

The Bank also maintains a portion of the overall allowance that is comprised of adjustments to
historical loss information resulting from asset-specific risk characteristics and current economic
conditions. These adjustments are developed using a systematic methodology and are based on
loss rates derived using a more adverse macroeconomic forecast scenario than the scenario used
for the quantitative models and the Bank’s historical loss rates, as well as qualitative factors that
are not reflected in the quantitative models or expert judgment, but are likely to impact the
measurement of estimated credit losses. The qualitative factors are evaluated on a portfolio by
portfolio basis and are intended to address considerations including, but not limited to: the nature
and volume of the Bank's loan portfolio changes, the existence and effects of credit concentrations,
problem loan trends, lending policies and procedures, and other external factors, such as
competition and the legal and regulatory environment.

Individually Assessed Stock Secured Loans

The Bank applies the collateral maintenance practical expedient to estimate credit losses on its
stock secured loan portfolio. Since the underlying collateral is required to be continually adjusted to
maintain a fair value greater than or equal to the loan’s amortized cost, no expected credit losses
are recognized unless the fair value of the collateral is less than the amortized cost of the loan.
Expected credit losses are measured at the individual loan level on the excess of amortized cost
over the fair value of the collateral.
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Other Individually Assessed Loans

LLoans that do not share similar risk characteristics with the other loans in their class are not
pooled, but are individually assessed. The following discussion describes these individually
assessed loans.

Collateral Dependent Loans: The Bank considers loans (1) for which the repayment is expected
to be provided substantially through the operation or sale of collateral and the borrower is
experiencing financial difficulty, or (2) where foreclosure is probable to be collateral dependent.
Expected credit losses are measured at the individual loan level. If the fair value of the collateral, net
of selling costs, is less than the loan’s amortized cost, the Bank recognizes expected credit losses in
the amount of the difference. At December 31, 2021, the Bank’s collateral dependent loans were
fully collateralized and primarily secured by residential real estate.

TDR Loans: The Bank grants concessions in TDRs when a borrower is experiencing financial
difficulties. TDR loans that are collateral dependent follow the assessment described under
“Collateral Dependent Loans” above. For TDR loans that are not collateral dependent, expected
credit losses are measured at the individual loan level and are based on expected future cash flows.
If the present value of expected future cash flows, discounted at the loan’s effective interest rate, is
less than the loan’s amortized cost, the Bank recognizes expected credit losses in the amount of the
difference.

Criticized or Classified Loans and Certain COVID-19 Loan Modifications: For criticized or
classified loans (that are not collateral dependent or TDRs) and certain COVID-19 loan
modifications that have increased credit risk, expected credit losses are also individually assessed
based on consideration of individual risk characteristics that affect the collectability of the loan but
are not reflected in the quantitative model.

PPP Loans

Loans originated by the Bank under the PPP are 100% guaranteed by the SBA. Due to this
explicit guarantee, PPP loans are considered not to have any expected credit losses. Therefore, no
ACL has been recognized on these loans.

Provision (Reversal of Provision) for Credit Losses and Changes in the Allowance for Credit
Losses

The following table presents information related to the provision (reversal of provision) for
credit losses:

Year Ended December 31,

($ in millions) 2021 2020 2019
Provision (reversal of provision) for credit losses:
Debt securities held-to-maturity @ ... ... .. s 28 2 S —
0N L e 61 143 62
Unfunded loan commitments @ ... ... . (4) 12 —
TOtal PrOVISION ..ottt $ 59 $ 157 S 62

M Refer to Note 3, “Investment Securities and Allowance for Credit Losses,” for disclosures of the ACL on held-to-maturity debt securities.
@ The provision for unfunded loan commitments is included in the provision for credit losses for 2021 and 2020. For 2019, the provision for
unfunded loan commitments is included in other noninterest expense, which is not presented in this table.
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As of December 31, 2021, the total ACL on loans was $694 million, compared to $635 million as
of December 31, 2020. The ACL on loans increased during the year ended December 31, 2021
primarily due to loan growth and qualitative considerations related to the nature and volume of loan
portfolio changes and problem loan trends, which was offset by a reduction in ACL due to an
improved economic outlook being utilized in the quantitative models and individually assessed
COVID-19 loan modifications that have resumed regular payments subsequent to their modification
period.

The following tables present the changes in the ACL on loans:

At or for the Year Ended December 31, 2021

Balance at Provision
Beginning of (Reversal of Balance at
(S in millions) Period provision)  Charge-offs Recoveries End of Period
Residential real estate
Singlefamily ........... . . $ 137 $ 21 S 1 S — S 157
Home equity linesofcredit ............ 8 4) — — 4
Single family construction ............. 4 1 — — 5
Total residential realestate .. ........ 149 18 1) — 166
Income property
Multifamily ...... ... ... ... ... 121 — — — 121
Commercialrealestate ............... 71 11 — — 82
Multifamily/commercial construction .. 36 12) — — 24
Totalincome property .............. 228 1) — — 227
Business
Capital call linesof credit ............. 90 33 — — 123
Tax-exempt . ... 40 7 — — 47
Otherbusiness ....................... 68 9 — 1 78
PPP — — — — —
Totalbusiness ..................... 198 49 — 1 248
Other
Stocksecured .......... ... .. L — — — — —
Othersecured ....................... 8 — — — 8
Unsecured . ... 52 (5) @) — 45
Totalother........ ... ... ... ..... 60 (5) 2) — 53
Total oo $ 635 S 61 S 3) S 1S 694

162



FIRST REPUBLIC BANK
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

At or for the Year Ended December 31,2020
Balance at Provision

Beginning of (Reversal of Balance at
(S in millions) Period M provision)  Charge-offs Recoveries End of Period
Residential real estate
Singlefamily ........... . . $ 102§ 37 $ 2 S — S 137
Home equity linesof credit ............ 9 1) — — 8
Single family construction ............. 5 1) 1) 1 4
Total residential realestate .. ........ 116 35 3) 149
Income property
Multifamily ...... ... ... ... ... ... 111 10 — — 121
Commercialrealestate ............... 55 16 — — 71
Multifamily/commercial construction .. 24 12 — — 36
Totalincome property .............. 190 38 — — 228
Business
Capital call linesof credit ............. 67 23 — — 90
Tax-exempt . ... 30 10 — — 40
Otherbusiness .................. .. ... 56 12 — — 68
PPP — — — — —
Totalbusiness ..................... 153 45 — — 198
Other
Stocksecured .......... ... .. L — — — — —
Othersecured ....................... 3 5 — — 8
Unsecured ..., 32 20 1) 1 52
Totalother........ ... .. ... .. ..... 35 25 1) 1 60
Total oo $ 494§ 143§ @ s 2 S 635

O Includes the CECL transition adjustment, which decreased the total ACL on loans by $2 million upon adoption of CECL.
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At or for the Year Ended December 31,2019
Balance at Provision

Beginning of (Reversal of Balance at
(S in millions) Period provision)  Charge-offs Recoveries End of Period
Residential real estate
Singlefamily ............. $ 65 $ 12 S 1 s — S 76
Home equity linesof credit ............ 13 — 1) 2 14
Single family construction ............. 3 3 — — 6
Total residential realestate.......... 81 15 2) 2 96
Income property
Multifamily ...... ... ... ... ... ... 80 25 — — 105
Commercial realestate ............... 55 6 — — 61
Multifamily/commercial construction .. 15 1 — — 16
Total income property .............. 150 32 — — 182
Business
Capital call linesof credit ............. 63 17 — — 80
Tax-exempt ... ..o 42 9) — — 33
Otherbusiness ....................... 63 2 3) — 62
Total business ..................... 168 10 3) — 175
Other
Stocksecured.......... ... .. .. ... .. 9 9) — — —
Othersecured ....................... 8 1 1) — 8
Unsecured . ...t 23 13 1) — 35
Totalother........ ... .. .. .. .. ..... 40 5 2) — 43
Total vove i $ 439 $ 62 S @ s 2 S 496

Allowance for Credit Losses on Unfunded Loan Commitments

To estimate the ACL on unfunded loan commitments, the Bank determines the probability of
funding based on historical utilization statistics for unfunded loan commitments. Expected credit
losses are determined based on the dollar amounts expected to fund, and the loss rates that are
calculated using the same assumptions as the associated funded balance. The loss rate represents
expected credit losses over the life of the loans. The ACL on unfunded loan commitments
decreased during the year ended December 31, 2021 primarily due to a generally lower probability
of funding, and an improved economic outlook, partially offset by an increase in unfunded
commitments. The following table presents the changes in the ACL on unfunded loan
commitments:

At or for the Year Ended December 31,

($ in millions) 2021 2020 2019

Balance at beginning of period W ... ... ... . ... . S 28 §$ 16 $ 13
Provision (reversal of provision) @ . ... ... ... . . .. 4) 12 1)
Balanceatendof period ............... . .. ... S 24 S 28 S 12

M For the year ended December 31, 2020, the beginning balance includes the CECL transition adjustment, which increased the ACL by
$4 million upon adoption of CECL.

@ The provision for unfunded loan commitments is included in the provision for credit losses for 2021 and 2020. For 2019, the provision for
unfunded loan commitments is included in other noninterest expense.
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Troubled Debt Restructurings
The following table presents loans modified in TDRs:

At December 31, 2021 At December 31,2020
Restructured Restructured Restructured Restructured
($ in millions) - Nonaccrual - Accruing Total - Nonaccrual - Accruing Total
Residential real estate
Single family .................... $ 39 §$ 8 $47 S 46 S 6 $ 52
Home equity linesof credit........ 11 — 11 13 — 13
Total residential real estate ... .. 50 8 58 59 6 65
Income property
Commercial realestate ........... 1 5 6 1 4 5
Multifamily/commercial
construction .................. — — — 58 — 58
Totalincome property .......... 1 5 6 59 4 63
Business
Otherbusiness .................. 1 — 1 4 1 5
Total ..o $ 52 8 13 $65 $ 122 $ 11 $133

During the years ended December 31, 2021, 2020 and 2019, TDRs were primarily modified
through payment deferrals, extensions of the maturity date or reductions in interest rate, both
temporary and permanent. The following table presents loans modified in TDRs during the periods
indicated:

Year Ended
December 31,
(S in millions) 2021 2020 2019
Residential real estate
Single family ... S 6 $43 S 28
Home equity linesof credit . .. ... 1 12 4
Total residential real estate . ... 7 55 32
Income property
Commercial real State .. ..o i — 1 —
Multifamily/commercial construction .......... . — 58 71
Total INCOME PrOPEITY .« ottt e e e e e e — 59 71
Business
Other DUSINESS oot — 5 —
TOtal o S 7 S$119 $103

TDRs that were modified during the twelve months ended December 31, 2021 and 2020 and for
which there was a subsequent payment default totaled $1 million and $66 million, respectively. The
ACL on these loans is individually assessed at the loan level and is based on the collateral
dependent methodology. No loans defaulted that were modified during the twelve months ended
December 31, 2019.

COVID-19 Loan Modifications

Loan modifications made to borrowers impacted by COVID-19 are not classified as TDRs and
are predominantly not reported as nonaccrual. The unpaid principal balance of remaining COVID-19
loan modifications totaled $55 million, and was only 0.04% of total loans as of December 31, 2021,
compared to $1.3 billion, or 1.1% of total loans as of December 31, 2020.

165



FIRST REPUBLIC BANK
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 5. Mortgage Banking Activities

The following table presents information on the level of loans originated, loans sold and gain on
sale of loans:

Year Ended December 31,

($ in millions) 2021 2020 2019
Total loans originated .. ... it $64,810 $52,684 $37,963
Single family l0ans originated . ..........ouutiit §29,575 $23,986 $16,406
Loans sold:
Flow sales:
AGENCY vttt ettt S 79 § 233 S 86
N OGN CY vttt et e e e e e e 1 32 51
Total flow sales ... 80 265 137
Bulk sales:
NON-GGENCY .ttt ettt e e e e e e — 673 152
SECUNTIZATIONS . o o — 300 —
LOaNS SOIA oot S 80 $ 1238 S 289
Gain on sale of loans:
AMOUNT O S 1S 17§ 1
Gainas a percentage ofloanssold . ......... . 0.72% 1.37% 0.19%

M Included in other noninterestincome on the consolidated statements of income.

The following table presents changes in the portfolio of loans serviced for others and changes
in the carrying value of the Bank’s MSRs and valuation statistics:

At or for the Year Ended
December 31,
($ in millions) 2021 2020 2019
Loans serviced for others:

Beginning balance ........ ..o i e $ 7,094 S 9,298 $11,573
L0aNS SOl . .t 80 1,238 289
REPAYMENES oot (2,497) (3,045) (2,548)
LoanNS PUIChaSEd . ..o — (397) (16)

Ending balance ...........o i S 4677 S 7,094 S 9,298

MSRs:

Beginning balance ....... ... § 26 S 42 § 54
Additionsduetonew loanssold ........... .. e 1 8 3
AMOrtization EXPENSE ..\t 9 13) 13)
Provision for valuation allowance .......... .. ... .. ) 9) @)
Reductionsdueto purchases ... e — @) —

Ending balance O . . S 16 S 26§ 42

MSRs as a percent of loans serviced ......... ... i 0.35% 0.37% 0.45%
Weighted average servicing fee collected fortheperiod ...................... 0.25% 0.25% 0.25%
MSRs as a multiple of weighted average servicingfee ........................ 1.38x 1.49x 1.82x

M Included in other assets on the consolidated balance sheets.
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The following table presents changes in the valuation allowance for MSRs:

At or for the Year
Ended
December 31,
(S in millions) 2021 2020 2019
Valuation allowance:

Beginning balance ............. . S— § 2 s$—
PrOVISION L 2 9 2
Write-down due to permanentimpairment ....... ... ... . ... @ @11 —

Ending balance ... §— S$— §$ 2
The following table presents net loan servicing fees:

Year Ended
December 31,
(S in millions) 2021 2020 2019
Contractually specified SErvicing fEes . . ... ..ot $§15 S 21 S$26
MSR amortization EXPENSE . .ottt 9 @@€3 @3
MSR net provision forvaluation allowance .......... .. .. i @) 9) )
Loan servicing fees, net () . S 4 $ (1) $11

M Included in other noninterest income on the consolidated statements of income.

To determine the fair value of MSRs, the Bank uses a valuation model that calculates the
present value of estimated future net servicing income. The Bank uses assumptions in the valuation
model that market participants use in estimating future net servicing income, including estimates
of prepayment speeds, discount rate, cost to service, escrow account earnings, contractual
servicing fees and ancillary income. The following table presents the Bank’s key assumptions used
in measuring the fair value of MSRs and the pre-tax sensitivity of the fair values to an immediate
10% and 20% adverse change in these assumptions:

December 31,
(S in millions) 2021 2020
Fairvalue of M SRS . .. e $ 20 $ 31
Weighted average prepaymentspeed (CPR) ... i 24.3%  24.5%
Impact on fair value of 10% adverse Change ..., S 17) $ (25
Impact on fair value of 20% adverse Change ............ooiiiiiiiiiiai ... S (81 $ (4.8
Weighted average disCOUNtrate . ... ..ttt e 11.8% 12.1%
Impact on fair value of 10% adverse Change ..........oooiiiiiiiie e S (05 $ (0.8
Impact on fair value of 20% adverse Change ............ooiiiiiiiiiiai ... S (09 $ @b

The sensitivity analysis above is hypothetical and should be used with caution. In particular, the
effect of a variation in a particular assumption on the fair value of MSRs is calculated independent
of changes in any other assumption; in practice, changes in one factor may result in changesin
another factor, which may magnify or counteract the sensitivities. Further changes in fair value
based on a single variation in assumptions generally cannot be extrapolated because the
relationship of the change in a single assumption to the change in fair value may not be linear.

Refer to Note 11, “Goodwill and Intangible Assets,” for disclosures of the gross carrying value,
accumulated amortization, valuation allowance, carrying value and estimated future amortization
expense of MSRs.
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Note 6. Variable Interest Entities

The Bank's involvement with VIEs includes its interests in tax credit investments, other
investments and securitizations. The Bank consolidates a VIE when it is the primary beneficiary. The
Bank is the primary beneficiary if it has a controlling financial interest, which includes both the
power to direct the activities that most significantly impact the VIE and a variable interest that
could potentially be significant to the VIE.

The Bank has a variable interest in a securitization trust related to its retention of a 5% interest
in the investment securities issued in a securitization of single family loans. The retained
investments consist of senior and subordinated tranches and an interest-only strip, and are
classified as either available-for-sale or held-to-maturity debt securities. Since the Bank is not the
primary beneficiary of the VIE, it does not consolidate this interest.

The Bank has variable interests in low-income housing tax credit funds that are designed to
generate a return primarily through the realization of federal tax credits. These investments are
typically limited partnerships in which the general partner, other than the Bank, holds the power
over significant activities of the VIE. Since the Bank is not the primary beneficiary of these
investments, it does not consolidate these interests.

In addition, the Bank has variable interests in other investments, which are accounted for under
the equity method. Since the Bank is not the primary beneficiary of these investments, it does not
consolidate these investments.

The Bank has a variable interest related to its reimbursement obligation to Freddie Mac for
certain losses from the securitization of multifamily loans. Since the Bank is not the primary
beneficiary of the VIE, it does not consolidate this interest.

All assets and liabilities recorded associated with transactions with VIEs are not consolidated.
The following table summarizes the assets and liabilities recorded on the consolidated balance
sheets associated with transactions with VIEs:

Unconsolidated

VIEs
December 31,
($ in millions) 2021 2020
Assets:
DEDt SECUITIES . . vt ottt et et e e e e e e e e e e S 10 $ 14
Tax credit INVESTMENTS ..o 1,220 1,132
Other INVESTMENTS ... e e e 77 60
Tl ASS TS oo 1,307 1,206
Liabilities:
Unfunded commitments—tax creditinvestments ........... .. .. .. i 540 400
Unfunded commitments—otherinvestments ............ . 18 17
Total Liabilities ..ot 558 417
Nt AS S S . . S 749 S 789

The Bank's exposure to loss with respect to VIEs that are not consolidated includes the Bank's
investment in these assets of $1.3 billion and $1.2 billion at December 31, 2021 and 2020,
respectively. The Bank’s exposure to loss related to the reimbursement obligation is 12% of the
multifamily loans securitized in 2018, or $30 million at both December 31, 2021 and 2020.
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Note 7. Tax Credit Investments
The Bank invests in low income housing tax credit funds that are designed to generate a return
primarily through the realization of federal tax credits and tax losses from partnerships.

The following table presents the balances of the Bank's tax credit investments and related
unfunded commitments:

December 31,
($ in millions) 2021 2020
Tax Credit INVESTMENTS . ... e e $1,220 $1,132
Unfunded commitments—tax creditinvestments ) ... .. . S 540 S 400

M Unfunded commitments—tax credit investments are included in other liabilities on the consolidated balance sheets.

The unfunded commitments related to tax credit investments are estimated to be funded as
follows:

December 31,

($ in millions) 2021

Unfunded commitments—tax credit investments:

20 2 S 187
20 2 163
202 109
202 18
202 7
2027 and thereafter ... . 56
TOtal o S 540

The following table presents other information related to the Bank's tax credit investments:

Year Ended
December 31,
(S in millions) 2021 2020 2019
Tax credits and other tax benefitsrecognized ........... ..., $207 $187 $169
Tax credit amortization expense included in provision forincome taxes ................ $174 $156 $139

The Bank did not recognize any impairment losses on tax credit investments during 2021, 2020
or 2019.
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Note 8. Other Assets

Other assets are summarized in the table below:

December 31,

($ in millions) 2021 2020
LASE ASSEES . . vttt $1,332 $§ 952
DT A ettt 561 459
Interestreceivable ... . . 501 431
FHLB StoCK, @t COSt .. o e 115 354
(1 1Y 1,121 905
TOtal o $3,630 $3,101

Dividend income on FHLB stock was $19 million in 2021, compared to $24 million in 2020 and
$21 million in 2019.

Refer to Note 9, “Leases,” for further discussion on lease assets.

Note 9. Leases

The Bank primarily leases corporate, preferred banking and wealth management offices, as
well as equipment, with remaining lease terms ranging from 1 year to 20 years. The majority of our
office leases include one or more options to extend the lease term, primarily up to 5 years at a time.

The following tables present information related to leases:

December 31,
($ in millions) 2021 2020
Supplemental balance sheet information:
Lease asSets () S 1,332 S 952
Lease liabilities () L. $ 1,405 S 995
Weighted average remaining lease term . ... ... 11.4years 9.9years
Weighted average discountrate ......... ... e 2.2% 2.7%

() Lease assets are included in other assets and lease liabilities are included in other liabilities on the consolidated balance sheets.

Year Ended

December 31,
($ in millions) 2021 2020 2019
Components of lease cost:
Operating lease Cost () .. .. . $164 $131 $114
Variable lease CoSt () ... 1 — 1
TOtal [8ASE COST ..ttt ettt e e $165 $131 S$115

M Included in occupancy expense on the consolidated statements of income and comprehensive income.
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Year Ended
December 31,
(S in millions) 2021 2020 2019
Supplemental cash flow information:
Cash paid for amounts included in the measurement of lease liabilities:
Operating cash outflows from operating 1eases . . ..........uururrnnnn. $135 $119 $100
Non-cash activity related to lease assets:
Lease assets obtained from new operating lease liabilities® ...................... $513 $274 $273

() Forthe year ended December 31, 2021, includes $300 million for a lease of offices in New York City, which commenced in March 2021.

The following table presents the future maturities of lease liabilities:

December 31,

(S in millions) 2021 M

Lease liabilities maturing in:

202 S 164
2028 166
20 2 161
202 146
202 i 134
2027 and thereafter . ... 878
10 7= 1,649
Less: iIMpPUted INTErESt . o e (202)
Less: tenantimprovementreceivable .. ... ... (42)
Total lease Habilities .. ... e e S 1,405

0 Excludes $231 million of undiscounted minimum lease payments for leases signed but not yet commenced. These leases will commence at
various dates from 2022 through 2025 with lease terms ranging from 8 to 11 years.

Note 10. Premises, Equipment and Leasehold Improvements

Premises, equipment and leasehold improvements are summarized in the table below:

December 31, 2021 December 31, 2020

Accumulated Accumulated

Depreciation Depreciation
and Carrying and Carrying

($ in millions) Cost Amortization Value Cost Amortization Value
Land, buildings and improvements ......... S 4 S 2 S 2 $§ 3 8§ P s 2
Furniture and equipment ................. 303 (208) 95 260 (184) 76
Leasehold improvements ................. 403 (235) 168 365 (205) 160
Software ... 462 (273) 189 364 (199) 165
Premises, equipment and

leasehold improvements, net .......... $1,172 S (718) $ 454 $992 S (589) $ 403

Depreciation and amortization expense was $145 million in 2021, $125 million in 2020 and
$111 million in 2019.

Refer to Note 9, “Leases,” for further discussion on future minimum lease payments under the
Bank's operating leases.

171



FIRST REPUBLIC BANK
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 11. Goodwill and Intangible Assets

The following table presents the Bank's intangible assets (excluding MSRs) and goodwill:

December 31,
2021 2020
Gross Gross
Carrying Accumulated Carrying Carrying Accumulated Carrying
($ in millions) Value Amortization Value Value Amortization Value
Intangible assets:
Customer relationship and core
depositintangibles ............... § 221 § 214) $ 7 S 221 S (208) $ 13
Tradename ..., 43 — 43 43 — 43
Intangibleassets ................... S 264 S (214) 50 $ 264 S (208) 56
GoodWill L. 172 172
1= § 222 $ 228

Amortization of intangible assets (excluding MSRs) was $6 million in 2021, $8 million in 2020
and $12 million in 2019, and is included in other expenses on the consolidated statements of income
and comprehensive income.

The following table presents the Bank’s MSRs:

December 31,
2021 2020
Gross Gross
Carrying Accumulated Valuation Carrying Carrying Accumulated Valuation Carrying
(S in millions) Value Amortization Allowance Value Value Amortization  Allowance Value
MSRs......... $ 131 $ (115) $ — $ 16 $ 135 S (109) $ — $ 26

Refer to Note 5, “Mortgage Banking Activities,” for further discussion on MSRs.

The following table presents goodwill by business segment:

Commercial Wealth
($ in millions) Banking Management Total
Balance as of December 31,2021,2020and 2019 ........................ S 25 S 147 $172

The Bank is required to test goodwill for impairment at least annually at the reporting unit level.
The Bank did not recognize any impairmentin 2021, 2020 or 2019 based on the results of the annual
test.
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The following table presents the estimated future amortization for amortizable intangible
assets as of December 31, 2021. The projections of amortization expense are based on existing
asset balances as of December 31, 2021. Future amortization expense may vary from these
projections.

Customer

relationship
($ in millions) intangibles MSRs
20 2 S 4 S 6
20028 L $ 2§ 3
202 $ 18 2
202D $ — $ 1
2028 o $ — $ 1

Note 12. Deposits

Total deposits were $156.3 billion at December 31, 2021, and were comprised of noninterest-
bearing deposits of $70.8 billion and interest-bearing deposits of $85.5 billion. At December 31,
2020, total deposits were $114.9 billion, and consisted of noninterest-bearing deposits of
$46.3 billion and interest-bearing deposits of $68.6 billion. Total deposits included $851 million of
brokered deposits at December 31, 2021, compared to $1.1 billion at December 31, 2020. The
weighted average contractual rate paid on brokered deposits was 0.02% and 0.07% at
December 31,2021 and 2020, respectively.

At December 31, 2021, the annual contractual maturities of the Bank’s CDs were as follows:

December 31,

(S in millions) 2021

CDs maturing in:

202 S 6,703
20 2 384
20 2 158
20 2D 72
2020 29
2027 and thereafter ... 11
TOtal o S 7,357

At December 31, 2021, CDs that met or exceeded the FDIC insurance limit of $250,000 totaled
$4.0 billion.

The following table presents interest expense on deposits:

Year Ended
December 31,
($ in millions) 2021 2020 2019
Interest-bearing CheCKiNg . ... ... e $ 6 S$16 $ 30
Money market CheCKiNg . ... e e e 25 56 124
Money market savings and passbooKS . . ... .o e 25 32 72
CDS ittt 39 172 274
JLICC ] $95 $276 $500
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Note 13. Borrowings

The Bank uses FHLB advances primarily as a funding source for long-term debt, and, in certain
cases, for short-term borrowings. Other sources of funding include federal funds purchased, senior
notes and subordinated notes. Short-term borrowings have an original maturity of one year or less.
Long-term debt has an original maturity in excess of one year. The following table presents the
carrying values, interest expense and components of short-term borrowings and long-term debt:

Carrying Value Interest Expense
December 31, Year Ended December 31,
(S in millions) 2021 2020 2021 2020 2019
Short-term borrowings:
Federal fundspurchased ............couiiiiiiiineeninn. S — S — S 0 S 1§ 12
FHLB @dvances . ........uinii i — — 0 4 38
Total .o — — 0 5 50
Long-term debt:
FHLB advancCes . ... e 3,700 11,755 115 250 210
Seniornotes () 998 996 24 23 18
Subordinated notes® ... 779 778 37 37 37
Total .o 5477 13,529 176 310 265
Total borrowings ..o $§5,477 $13,529 S 176 S 315 S 315

M Carrying value represents the principal balance, net of unamortized issuance discounts and deferred issuance costs. Interest expense
includes amortization of issuance discounts and deferred issuance costs, which are amortized over the contractual or estimated life using
a level yield methodology.

FHLB Advances

FHLB advances may be either adjustable-rate in nature or fixed for a specific term. At
December 31, 2021, the Bank had no short-term FHLB advances. At December 31, 2021, all of the
long-term FHLB advances were fixed-rate for a specific term. At December 31, 2021, the
contractual maturities and weighted average contractual rates of long-term FHLB advances were
as follows:

December 31, 2021

($ in millions) Amount Rate
FHLB advances maturing in:
20 2 S — —%
20 2 e 1,225 0.77%
20 2 e 1,275 1.26%
202D 800 0.88%
2020 e 400 0.65%
2027 and thereafter ... . — —%
LI 1 1 S 3,700 0.95%

The Bank prepaid FHLB advances totaling $8.1 billion for the year ended December 31, 2021,
compared to $5.8 billion for the year ended December 31, 2020. Prepayment penalties for FHLB
advances, which are included in other noninterest expense, totaled $32 million for the year ended
December 31, 2021, compared to $27 million for the year ended December 31, 2020. There were no
prepaid FHLB advances for the year ended December 31, 2019.
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In connection with outstanding FHLB advances, the Bank owned FHLB stock of $115 million and
$354 million at December 31, 2021 and 2020, respectively. At both December 31, 2021 and 2020, the
Bank was required to own FHLB stock at least equal to 2.7% of outstanding FHLB advances.

Senior Notes and Subordinated Notes

The following table presents the principal balances, carrying values, coupon rates, optional
redemption dates and maturity dates of the Bank's unsecured, term, fixed-rate senior notes,
fixed-to-floating rate senior notes, and fixed-rate subordinated notes as of December 31, 2021:

December 31,2021

Optional
Principal Carrying Redemption

($ in millions) Balance Value ® Rate Date @ Maturity Date ®
Senior notes:

Fixed-rate, issued June 2017 ....... § 500 $ 500 2.500% May 6, 2022 June 6, 2022

Fixed-to-floating rate, issued

February2020 ................. S 500 S 498 1.912%@ February 12,2023 February 12,2024

Subordinated notes:

Fixed-rate, issued August2016 .... $ 400 S 389 4.375% February 1, 2046 August 1, 2046

Fixed-rate, issued February 2017 ... $§ 400 S 390 4.625% August 13,2046 February 13, 2047

Principal balance, net of unamortized issuance discounts and deferred issuance costs.

The Bank has the option to redeem these notes prior to their maturity at the dates specified.

Unless previously redeemed, the notes will mature at the dates specified.

Interest is paid at a fixed rate of 1.912% per annum from February 12, 2020 through February 12, 2023, and is paid based on a floating rate
of compounded SOFR plus 0.620% beginning February 12, 2023.

882

=

Available Borrowing Capacity

Our unused, available borrowing capacity at the FHLB and the Federal Reserve Bank discount
window at December 31, 2021 was $55.7 billion and $4.2 billion, respectively. This available
borrowing capacity is supported by pledged loans at the FHLB and investment securities at the
Federal Reserve Bank.

Note 14. Derivative Financial Instruments

The Bank has freestanding derivative assets and liabilities and currently does not have any
derivatives designated as hedging instruments. The Bank recognizes all derivatives on the balance
sheet at fair value, with changes in fair value recognized in earnings. The Bank has elected to
present its derivative assets and derivative liabilities on a gross basis on its balance sheet. The Bank
does not conduct proprietary trading activities in derivative instruments for its own account.

The Bank has derivative assets and liabilities consisting of foreign exchange contracts
executed with clients. In these transactions, the Bank offsets the client exposure with another
financial institution counterparty, such as a major investment bank or a large commercial bank. The
Bank does not retain significant foreign exchange risk. The Bank does retain credit risk, both to the
client and the financial institution counterparty, which is evaluated and managed by the Bank in the
normal course of its operations. In addition, the Bank has foreign exchange contracts associated
with client deposits denominated in various foreign currencies. Management does not currently
anticipate non-performance by any of the counterparties. The amounts presented in the table
below include the foreign exchange contracts with both the client and the financial institution
counterparties.
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The Bank originates certain mortgage loans with the intention of selling these loans to
investors. The Bank enters into commitments to originate the loans whereby the interest rate on the
loan paid by the borrower is set prior to funding. The Bank's interest rate risk exposure to these
commitments is not significant as these derivatives are economically hedged with forward
commitments to sell the loans to investors.

The following table presents the total notional or contractual amounts and fair values of
derivatives:

December 31,
2021 2020
Fair Value Fair Value
Notional or Notional or
Contractual Derivative Derivative = Contractual Derivative Derivative
(S in millions) Amount Assets ) Liabilities @ Amount Assets ) Liabilities @
Foreign exchange contracts ... .. S 5505 S 37 S 31 S 4211 S 81 §$ 73

M Included in other assets on the consolidated balance sheets.
@ Included in other liabilities on the consolidated balance sheets.

The credit risk associated with these derivative instruments is the risk of non-performance by
the counterparties to the contracts. The Bank's counterparty credit exposure is equal to the amount
reported as a derivative asset on the Bank's balance sheet. To mitigate this risk, the Bank enters
into master netting and bilateral collateral agreements with certain counterparties. These
agreements allow the Bank to settle its derivative contracts with such counterparties on a net basis
and to offset the net derivative exposure against the related collateral in the event of default.

The following table presents additional information related to the Bank's foreign exchange
derivative contracts:

Contracts Not

Subject to
Master Netting

Total Arrangements Contracts Subject to Master Netting Arrangements

Gross Net
Gross Amounts Not
Amounts Amounts

Offset Presented Offset ogr:chetBalance

Gross Gross Gross on the on the ee

Amounts Amounts Amounts Balance Balance Derivative Cash Net
(S in millions) Recognized Recognized Recognized Sheet Sheet Amount Collateral ® Amount

December 31,2021

Derivative assets:
Foreign exchange
contracts ........... S 37 $ 8 S 29 $ — S 29 $ 10 S 17 S 2
Derivative liabilities:
Foreign exchange
contracts ........... $ 318 21°S 108 — 38 10 $ 10 $ -8 —

December 31,2020

Derivative assets:
Foreign exchange
contracts ........... S 81§ 57 $ 24 8 — S 24 S 24 S — S —
Derivative liabilities:
Foreign exchange
contracts ........... S 73 'S 18 $ 55 S — S 55 S 24 S 318 —

M Collateral presented in the table above is limited to the amount required to settle the net derivative position and does not include any
excess collateral.
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Note 15. Fair Value Measurements

The Bank uses fair value measurements to record fair value adjustments to certain assets and
liabilities and to determine fair value disclosures. Under ASC 820, “Fair Value Measurement,” fair
value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Debt securities
available-for-sale, mutual funds, marketable equity securities and derivative instruments are
recorded at fair value on a recurring basis. Additionally, from time to time, the Bank may be required
to record other assets at fair value on a nonrecurring basis, which typically involve adjustments of
individual assets or application of the lower-of-cost-or-market accounting. Nonrecurring fair value
adjustments of loans are generally based on the fair value of the underlying collateral of the loan,
adjusted for certain factors such as estimated costs to sell and current market conditions.
Nonrecurring fair value adjustments of loans held for sale, MSRs and other real estate owned result
from the application of lower-of-cost-or-market accounting.

Although management uses its best judgment in estimating fair value, there are inherent
weaknesses in any estimates that are made at a discrete pointin time based on relevant market
data, information about the financial instruments and other factors. Estimates of fair value of
instruments without quoted market prices are subjective in nature and involve various assumptions
that are matters of judgment. Changes in the assumptions used could significantly affect these
estimates.

The estimated fair values presented neither include nor give effect to the values associated
with the Bank’s existing client relationships, lending and deposit office networks, or certain tax
implications related to the realization of unrealized gains or losses.

Fair Value Hierarchy

Under ASC 820, the Bank groups its assets and liabilities at fair value in three levels, based on
the markets in which the assets and liabilities are traded and the reliability of the assumptions used
to determine fair value. These levels are:

+ Level1—Valuation is based on quoted prices for identical instruments traded in active
markets.

+ Level 2—Valuation is based on quoted prices for similar instruments in active markets,
quoted prices for identical or similar instruments in markets that are not active and model-
based valuation techniques for which all significant assumptions are observable in the
market.

+ Level 3—Valuation is generated from model-based techniques that use significant
assumptions not observable in the market. These unobservable assumptions reflect
estimates of assumptions that market participants would use in pricing the asset or
liability. Valuation techniques include use of option pricing models, discounted cash flow
models and similar techniques.

Itis the Bank's policy to maximize the use of observable inputs and minimize the use of

unobservable inputs when developing fair value measurements, in accordance with the fair value
hierarchy of ASC 820.

177



FIRST REPUBLIC BANK
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Recurring Fair Value Measurements

The following is a description of valuation methodologies used for assets and liabilities
recorded at fair value on a recurring basis.

Available-for-sale debt securities: For most debt securities, the Bank uses quoted prices
obtained through third-party valuation sources. Valuation techniques are generally based on
observable market inputs appropriate for the type of security being measured. In some instances,
prices are obtained from dealer quotes. The fair value of tax-exempt nonprofit debentures and
certain municipal securities is determined using estimated future cash flows or other model-based
valuation methods using inputs similar to market pricing, adjusted for liquidity risk. For level 3
taxable municipal securities, the Bank estimates the fair value using discounted expected future
cash flows and applies a liquidity risk yield premium to account for liquidity considerations since the
bond is not publicly traded. The weighted average liquidity risk yield premium, which is a significant
unobservable input, was 50 bps as of both December 31, 2021 and 2020. An unfavorable change in
the general business and credit environments could cause an increase in the liquidity risk yield
premium, resulting in a decrease in the fair value of the investment. In addition, the Bank's
management considers interest rate reset frequency, spread to index, market yield curves and the
underlying bond rating at the time of valuation.

Equity securities measured at fair value: The Bank’s mutual funds and marketable equity
securities are valued using quoted market prices from the active exchange on which the securities
are traded. Mutual funds are valued using the NAV per share using quoted market prices.

Derivatives: Derivative assets and liabilities consist of foreign exchange contracts, interest rate
lock commitments and forward loan sale commitments. The Bank uses current market prices to
determine the fair value of foreign exchange contracts. The fair values of interest rate lock
commitments and forward loan sale commitments are estimated using analysis based on current
market prices.
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The following table presents the balances of assets and liabilities measured at fair value on a

recurring basis:

($ in millions) Levell Level2 Level3 Total
December 31, 2021
Assets:
Debt securities available-for-sale:
Agency residential MBS ... ... .. — 81829 S — $1829
Otherresidential MBS ... ... — 15 — 15
Agencycommercial MBS ... .. . — 1,490 — 1,490
Securities of U.S. states and political subdivisions—taxable ............ — — 47 47
Equity securities (fair value):
Mutual funds and marketable equity securities ....................... 28 — — 28
Derivative aSSetS ...t — 37 — 37
TOtal 28 83371 S 47 S3,446
Liabilities:
Derivative l1abilities . ... ... —$ 31§ — § 31
December 31,2020
Assets:
Debt securities available-for-sale:
Agency residential MBS ... ... — 81,096 S§ — $1,096
Otherresidential MBS ... ... — 21 — 21
Agency commercial MBS ... — 742 — 742
Securities of U.S. states and political subdivisions—taxable ............ — — 47 47
Equity securities (fair value):
Mutual funds and marketable equity securities ....................... 21 — — 21
Derivative @SSetS ...t — 81 — 81
e 1= 21 $1,940 S 47 $2,008
Liabilities:
Derivative l1abilities . ... ... —$ 73§ — $§ 73

There were no transfers in or out of Level 3 assets measured at fair value on a recurring basis in

the years ended December 31, 2021, 2020 and 2019.
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Nonrecurring Fair Value Measurements

The following is a description of valuation methodologies used in estimating the fair value of
assets measured at fair value on a nonrecurring basis.

Loans: The fair value of loans with nonrecurring fair value adjustments is generally based on
the fair value of the underlying collateral, primarily real estate, adjusted for certain factors such as
estimated costs to sell and current market conditions.

Loans held for sale: The fair value of loans held for sale is derived from actual prices at which
loans were committed for sale adjusted for loan servicing value.

MSRs: The fair value of MSRs is based on a present value calculation of expected future cash
flows, with assumptions regarding prepayments, discount rates, cost to service, escrow account
earnings, contractual servicing fees and ancillary income.

Other real estate owned: Other real estate owned includes foreclosed properties securing
mortgage loans. Fair value is generally based upon independent market prices or appraised values
of the collateral, adjusted for estimated costs to sell.

The following table presents the assets measured at fair value on a nonrecurring basis that
were held on the balance sheet at December 31, 2021 and 2020:

(S in millions) Levell Level2 Level3 Total

December 31, 2021

0N .« e ettt e $ —$ — $ 8 §$ 8

MO RS et — — 11 11
TOtal e S — § — $§ 19 $19

December 31,2020

O8NS .« et ettt e $ — $ — $ 6 $ 6

S RS .ttt — — 18 18
TOtal $ — $§ — $§ 24 $24

The following table presents net losses related to nonrecurring fair value measurements. The
net losses relate to assets held on the balance sheet at each respective period end.

Year Ended December 31,

($in millions) 2021 2020 2019

L O8NS o e et e e e e, S @S @ s —

IS RS ettt 2) 9) 2)
L)1 =1 S 3 $ (11 s (@
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Fair Value of Financial Instruments

The following tables present the carrying values, estimated fair values and the levels in the fair
value hierarchy of financial instruments, excluding those measured at fair value on a recurring

basis:

December 31,2021

Carrying Fair Value
(S in millions) Amount Total Level 1 Level 2 Level 3
Assets:
Cashandcashequivalents........................... S 12,947 S 12,947 $12947 S — S —
Debt securities held-to-maturity, net:

U.S. Government-sponsored agency securities . ... ... 100 97 — 97 —

Agencyresidential MBS ........ ... 1,380 1,378 — 1,378 —

Otherresidential MBS ... .. ... ... ... . ... ... 9 9 — 9 —

Agency commercial MBS ... ... ... . L 2,719 2,742 — 2,742 —

Securities of U.S. states and political subdivisions:

Tax-exempt municipal securities ................. 15,003 15,987 — 15,959 28
Tax-exempt nonprofitdebentures ................ 72 73 — — 73
Taxable municipal securities ..................... 1,631 1,697 — 1,697 —

Corporatedebtsecurities................ ... 1,378 1,439 — 1,439 —
Loans, net:

Real estate secured mortgages .................... 106,401 103,269 — 74,708 28,561

Otherloans ... 27,861 26,000 — — 26,000
Loansheldforsale ........ ... ... 1 1 — 1 —
Other assets:

MS RS . 16 20 — — 20

FHLBStOCK .o e 115 115 — — 115
Liabilities:

Deposits:

CDS it $ 7357 § 7376 $ — S — §$ 7,376
Long-term FHLBadvances ............... ... 3,700 3,687 — 3,687 —
SENIOr NOtES ottt 998 1,007 — 1,007 —
Subordinatednotes ......... .. 779 983 — 983 —

M Carrying amount is presented net of ACL.
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December 31,2020

Carrying Fair Value
($ in millions) Amount Total Level 1 Level 2 Level 3
Assets:
Cashandcashequivalents ...............c.ccoviivio .. $509 $509 $509% § — § —
Debt securities held-to-maturity, net: ®

U.S. Government-sponsored agency securities .......... 50 50 — 50 —

Agencyresidential MBS ....... ... ... 1,301 1,336 — 1,336 —

Otherresidential MBS ... ... .. ... . 13 13 — 13 —

Agency commercial MBS . ... ... o 2,489 2,649 — 2,649 —

Securities of U.S. states and political subdivisions:

Tax-exempt municipal securities ..................... 11,792 12,892 — 12,829 63
Tax-exempt nonprofitdebentures .................... 75 75 — — 75
Taxable municipal securities ........................ 811 873 — 873 —

Corporatedebtsecurities ..., 72 76 — 76 —
Loans, net:

Real estate secured mortgages .............cooviinn... 88,042 86,726 — 60,813 25,913

Otherloans . ... 23,889 22,515 — — 22,515
Loansheldforsale ......... .. ... 21 21 — 21 —
Other assets:

MRS i 26 31 — — 31

FHLB STOCK oo 354 354 — — 354
Liabilities:

Deposits:

CDS e $8681 $8716 $ — $§ — $8716
Long-term FHLBadvances ........... ... ..., 11,755 11,925 — 11,925 —
SENIOr NOTES oot 996 1,028 — 1,028 —
Subordinated notes ... 778 1,024 — 1,024 —

M Carrying amount is presented net of ACL.

Note 16. Commitments and Contingencies

In the ordinary course of business, the Bank enters into transactions that involve financial
instruments with off-balance sheet risks to meet the financing needs of the Bank's clients. These
financial instruments include conditional commitments to originate loans, commitments to
disburse additional funds on existing loans and lines of credit, and commitments issued under
standby letters of credit. Such instruments involve elements of credit risk and interest rate risk.
These financial instruments are subject to the same underwriting standards as on-balance sheet
instruments. The Bank generally requires collateral or other security to support instruments with
credit risk. The maximum credit risk for such commitments will generally be lower than the
contractual amount because a significant portion of these commitments is not expected to be fully
used or will expire without being used by the client.

The Bank's conditional commitments to originate loans and commitments to disburse
additional funds on existing loans and lines of credit are agreements to lend to a client as long as
there is no violation of any of several credit or other established conditions. Commitments generally
have fixed expiration dates or other termination clauses and may require payment of a fee. Since
commitments may expire without being drawn, the total commitment amounts do not necessarily
represent future cash requirements. At December 31, 2021 and 2020, the Bank had conditional
commitments to originate loans of $2.4 billion and $2.5 billion, respectively, and to disburse
additional funds on existing loans and lines of credit of $38.5 billion and $31.6 billion, respectively.
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The Bank's standby letters of credit are conditional lending commitments issued by the Bank to
guarantee the performance of a client to a third party under certain arrangements. At December 31,
2021 and 2020, the Bank had undisbursed standby letters of credit of $1.1 billion and $929 million,
respectively.

In connection with the securitization of loans with Freddie Mac, the Bank has an obligation to
reimburse Freddie Mac for losses up to $30 million, or 12% of the multifamily loans securitized.
There was no liability for estimated losses related to this reimbursement obligation at December 31,
2021, and the Bank has experienced no cumulative losses through December 31, 2021. The
remaining unpaid principal balance of multifamily loans securitized was $71 million and $93 million
at December 31,2021 and 2020, respectively.

The Bank has been named as a defendant in legal actions arising in the ordinary course of
business, none of which, in the opinion of management, are material.

Note 17. Preferred Stock

At December 31, 2021, the Bank was authorized to issue 25,000,000 shares of preferred stock,
par value $0.01 per share, of which 3,632,500 shares were issued and outstanding. Each share of
preferred stock has a liquidation preference of $1,000. The following table presents the authorized,
issued and outstanding shares and carrying amount for each series of the Bank’s preferred stock:

December 31,
2021 2020

Shares Shares
Dividend Shares Issued and Carrying Shares Issued and Carrying
(in millions, except share amounts) Rate  Authorized Outstanding Amount Authorized Outstanding Amount
Series G Preferred Stock ......... 5.50% — — S — 172,500 150,000 $ 150
Series H Preferred Stock ......... 5.125% 200,000 200,000 200 200,000 200,000 200
Series | Preferred Stock .......... 5.50% 300,000 300,000 300 300,000 300,000 300
Series J Preferred Stock ......... 4.70% 400,000 395,000 395 400,000 395,000 395
Series K Preferred Stock ......... 4.125% 500,000 500,000 500 500,000 500,000 500
Series L Preferred Stock ......... 4.250% 747,500 747,500 748 — — —
Series M Preferred Stock ......... 4.000% 750,000 750,000 750 — — —
Series N Preferred Stock ......... 4500% 747,500 740,000 740 — — —
Total oo 3,632,500 S 3,633 1,545,000 $ 1,545

The Bank's preferred stock activity for 2019 through 2021 was as follows:

On October 18, 2019 (the “Series D Redemption Date”), the Bank redeemed all of the
outstanding shares of its Series D Preferred Stock. All 7,600,000 depositary shares, representing a
1/40th interest in the Series D Preferred Stock, were redeemed at a redemption price of $25.00 per
share, representing an aggregate amount of $190 million plus all accrued and unpaid dividends as
of the Series D Redemption Date.
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On December 3, 2019 and December 19, 2019, the Series J Preferred Stock was issued. Net
proceeds, after underwriting discounts and expenses, were $383 million. The public offering
consisted of 15,800,000 depositary shares, each representing a 1/40th interest in a share of the
Series J Preferred Stock, at a public offering price of $25.00 per depositary share. The Series J
Preferred Stock is redeemable at the option of the Bank, subject to all applicable regulatory
approvals, on or after December 31, 2024,

On September 16, 2020, the Series K Preferred Stock was issued. Net proceeds, after underwriting
discounts and expenses, were $492 million. The public offering consisted of 20,000,000 depositary
shares, each representing a 1/40th interest in a share of the Series K Preferred Stock, at a public offering
price of $25.00 per depositary share. The Series K Preferred Stock is redeemable at the option of the
Bank, subject to all applicable regulatory approvals, on or after October 30, 2025.

On October 9, 2020 (the “Series F Redemption Date”), the Bank redeemed all of the
outstanding shares of its Series F Preferred Stock. All 4,000,000 depositary shares, representing a
1/40th interest in the Series F Preferred Stock, were redeemed at a redemption price of $25.00 per
share, representing an aggregate amount of $100 million plus all accrued and unpaid dividends as
of the Series F Redemption Date.

On February 9, 2021, the Series L Preferred Stock was issued. Net proceeds, after underwriting
discounts and expenses, were $733 million. The public offering consisted of 29,900,000 depositary
shares, each representing a 1/40th interest in a share of the Series L Preferred Stock, at a public offering
price of $25.00 per depositary share. Dividends on the Series L Preferred Stock commenced on April 30,
2021. The Series L Preferred Stock is redeemable at the option of the Bank, subject to all applicable
regulatory approvals, on or after March 30, 2026.

On March 30, 2021 (the “Series G Redemption Date”), the Bank redeemed all of the outstanding
shares of its Series G Preferred Stock. All 6,000,000 depositary shares, representing a 1/40th
interest in the Series G Preferred Stock, were redeemed at a redemption price of $25.00 per share,
representing an aggregate amount of $150 million plus all accrued and unpaid dividends as of the
Series G Redemption Date.

On July 21, 2021, the Series M Preferred Stock was issued. Net proceeds, after underwriting
discounts and expenses, were $736 million. The public offering consisted of 30,000,000 depositary
shares, each representing a 1/40th interest in a share of the Series M Preferred Stock, at a public
offering price of $25.00 per depositary share. Dividends on the Series M Preferred Stock
commenced on October 30, 2021. The Series M Preferred Stock is redeemable at the option of the
Bank, subject to all applicable regulatory approvals, on or after August 30, 2026.

On November 29, 2021, the Series N Preferred Stock was issued. Net proceeds, after
underwriting discounts and estimated expenses, were approximately $721 million. The public
offering consisted of 29,600,000 depositary shares, each representing a 1/40th interest in a share
of the Series N Preferred Stock, at a public offering price of $25.00 per depositary share. Dividends
on the Series N Preferred Stock commenced on January 30, 2022. The Series N Preferred Stock is
redeemable at the option of the Bank, subject to all applicable regulatory approvals, on or after
December 31, 2026.
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Dividends on each series of preferred stock are payable quarterly in arrears when, as and if
declared by the Board (or a duly authorized committee of the Board). If declared, dividends on the
Series H Preferred Stock and Series | Preferred Stock are paid each March 30, June 30,
September 30 and December 30. Additionally, dividends on the Series J Preferred Stock, Series K
Preferred Stock, Series L Preferred Stock, Series M Preferred Stock and Series N Preferred Stock
are paid each January 30, April 30, July 30 and October 30.

The following table presents dividends on the Bank's preferred stock:

Year Ended December 31,

2021 2020 2019
(in millions, except per share amounts) Total PerShare Total PerShare Total PerShare
Series D Preferred Stock . ... S$— S — §$— S — S 8 $ 4405
Series F Preferred Stock . ... — S — 4 S 4435 6 $ 57.00
Series G Preferred Stock . ... 2 $ 1375 8 S 55.00 8 S 55.00
Series H Preferred Stock ........ .. i 10 § 51.25 10 $§ 51.25 10 $§ 51.25
Series | Preferred Stock ........... 16 $ 55.00 17 S 55.00 17 S 55.00
Series J Preferred Stock ...........o i 19 $§ 47.00 17 S 4245 — S —
Series K Preferred Stock ... 21§ 41.25 3 S 504 — S —
Series L Preferred Stock . ... 23 S 30.81 — S — — S —
Series M Preferred Stock . ... 8 $§ 11.00 — S — — S —
TOtal . $ 99 59 49

Note 18. Common Stock and Stock Plans
Common Stock

At December 31, 2021, the Bank was authorized to issue 400,000,000 shares of common stock,
par value $0.01 per share. At December 31, 2021 and 2020, the Bank had 179,473,451 and
174,123,862 shares issued and outstanding, respectively. During 2021, the Bank sold 4,312,500
shares of common stock in underwritten offerings, which added $775 million to common equity.

First Republic Bank Employee Stock Purchase Plan

Under the Bank’s ESPP, the Bank is authorized to sell 2,000,000 shares of common stock to its
full-time and part-time employees who are regularly employed for 20 hours or more per week. For
2021 and 2020, employees could purchase shares of the Bank’s common stock at 85% of the
closing price of the common stock on the New York Stock Exchange on the date of purchase or the
nearest prior trading day, subject to an annual limitation of common stock valued at $25,000. A
total of 1,414,877 shares have been sold to employees under the ESPP since its inception in 2011. In
2021, a total of 181,227 shares were sold to employees, compared to 255,833 in 2020 and 212,421 in
2019. For 2021, 2020 and 2019, compensation expense for the ESPP was $5 million, $4 million and
$3 million, respectively.
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First Republic Bank 2017 Omnibus Award Plan

In May 2020, the Bank amended the 2017 Omnibus Award Plan to, among other things,
increase the number of shares reserved for issuance by an additional 4,000,000 shares. Stock
awards outstanding were not affected by the amendment, and the terms of the award plan prior to

the amendment will remain effective for such awards.

The Bank is authorized to grant shares of common stock in the form of stock options, stock
appreciation rights, shares of restricted stock, RSUs or PSUs to its employees, officers and directors
under the 2017 Omnibus Award Plan. Upon termination of service, unvested awards are generally
forfeited. At December 31, 2021, the Bank had 1,713,376 shares reserved for future stock award grants.

Stock Options

Under the Bank’s stock option agreements, the exercise price of each option equals the market
price of the Bank's common stock at the grant date. Generally, stock options vest over a period of
up to four years from the grant date and have a maximum contractual life of ten years. The Bank
previously granted options that have time vesting requirements (“Time Options”) and performance
vesting criteria (“Performance Options”). No options were outstanding as of December 31, 2021.

The following table presents information related to Time Options and Performance Options:

Time Options Performance Options
Weighted Weighted
Weighted Average Aggregate Weighted Average Aggregate
Number Average Remaining Intrinsic Average Remaining Intrinsic
of Exercise Contractual Value ($in Numberof Exercise Contractual Value ($in
Options Price Term millions)  Options Price Term millions)
Options outstanding as of
December 31,2018 ..... 1,087,282 § 15.01 677,125 § 16.11
Granted .............. — — — —
Canceled or forfeited .. — — — —
Exercised ............ (1,063,282)$  15.01 (381,372)$  15.79
Options outstanding as of
December 31,2019 ..... 24,000 S 15.00 0.6years S 2 295753 $ 16.51 0.6years S 30
Granted .............. — — — —
Canceled or forfeited .. — — — —
Exercised ............ (24,0000 15.00 (277,903)$  15.73
Options outstanding as of
December 31,2020 .. ... — — — — 17,850 § 28.78 0.5years S 2
Granted .............. — — — —
Canceled or forfeited .. — — — —
Exercised ............ — — (17,8500 28.78

Options outstanding as of
December 31, 2021

The intrinsic value of all options exercised was $3 million in 2021, compared to $28 million in
2020 and $120 million in 2019. Stock option exercises are satisfied by issuing shares from the Bank'’s
authorized shares. The number of shares of common stock issued from stock option exercises are
generally net of shares withheld to pay the exercise price or taxes due upon the exercise.
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Restricted Stock Units

The Bank grants RSUs to certain of its employees, officers and directors. Upon vesting, one
share of common stock is issued from the Bank's authorized shares for each RSU. The number of
shares of common stock issued at the time of vesting is generally net of shares withheld to pay
taxes due upon vesting. Participants are entitled to dividends and voting rights only upon vesting.

RSUs have time-based vesting requirements (“Time RSUs”") or both time-based and
performance-based vesting requirements (“Performance RSUs"). RSUs vest evenly over periods
ranging from one year to five years from the date of grant. Performance RSUs vest over these
periods, provided that certain performance criteria are met, based on performance periods that are
specified for each grant. The following table presents information related to Performance RSUs and

Time RSUs:

Nonvested awards as of December 31,2018 . ..
Granted ........ ..
Vested ...
Canceled orforfeited .....................

Nonvested awards as of December 31,2019 . ..
Granted ... ..
Vested ...
Canceled or forfeited .....................

Nonvested awards as of December 31,2020 ..
Granted ........ .
Vested ...
Canceledorforfeited .....................

Nonvested awards as of December 31,2021 . ..

Performance RSUs Time RSUs
Weighted Weighted
Weighted  Average Weighted Average
Number Average Remaining Average Remaining
of Grant Date Contractual Number of Grant Date Contractual
Awards Fair Value Term Awards  Fair Value Term
2,236,683 $ 90.70 320,903 $ 76.49
1,190,509 § 112.46 254,450 S 99.32
(724,718) S 85.17 (207,169) S 73.19
(106,410) S 94.07 (1,175 $ 79.80
2,596,064 S 102.09 3.0 years 367,009 $ 94.17 2.0 years
1,226,021 § 108.47 269,554 §  112.06
(863,413) S 95.02 (172,558) S 88.12
(26,408)S  106.02 (950)0$  109.79
2,932,264 S 106.80 33years 463,065 S 106.81 1.8 years
1,108,831 $ 189.13 217,005 $  173.29
(945,086)S  103.89 (203,631)S  105.26
(76,303)S  131.43 (4,923)S  120.54
3,019,706 § 137.32 3.2years 471506 $ 137.93 1.5 years

The total fair value of Performance RSUs that vested in 2021, 2020 and 2019 was $184 million,
$100 million and $70 million, respectively. The total fair value of Time RSUs that vested in 2021, 2020
and 2019 was $37 million, $18 million and $21 million, respectively. No cash consideration was
received in connection with the vesting of these awards.
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Performance Share Units

The Bank grants PSUs to certain of its employees and officers. Upon vesting, one share of common
stock is issued from the Bank's authorized shares for each PSU. The number of shares of common stock
issued at the time of vesting is generally net of shares withheld to pay taxes due upon vesting.
Participants are entitled to dividends and voting rights only upon vesting. Certain PSUs vest in full after
three years, while other PSUs vest evenly over periods ranging from three years to five years from the
date of grant, provided that certain performance criteria are met, based on performance periods that
are specified for each grant. The following table presents information related to PSUs:

Weighted Weighted Average

Number of Average Grant Remaining
Awards Date Fair Value  Contractual Term
Nonvested awards as of December 31,2018 ....................... 952,084 S 89.82
Granted . ... 309,250 S 114.88
N EStEA Lt (272,592) $ 83.33
Canceledorforfeited ... — —
Nonvested awards as of December 31,2019 ....................... 988,742 $ 99.45 2.4 years
Granted . .ot 309,250 $ 105.69
N ESTEA ..ttt (272,585) $ 88.88
Canceledorforfeited . ... .. i — —
Nonvested awards as of December 31,2020 ....................... 1,025,407 S 104.14 2.0 years
Granted . ... 247,400 S 195.18
N EStEA Lt (250,582) $ 91.93
Canceledorforfeited ......... .. — —
Nonvested awards as of December 31,2021 ....................... 1,022,225 $ 129.17 1.6 years

The total fair value of PSUs that vested during 2021, 2020 and 2019 was $46 million, $30 million
and $27 million, respectively. No cash consideration was received in connection with the vesting of
these awards.

Compensation Expense

The following tables present information regarding share-based compensation expense:

Year Ended December 31,

2021 2020 2019
Expense Related Tax Expense Related Tax Expense Related Tax
(S in millions) Recognized Benefit Recognized Benefit Recognized Benefit
RSUS oo $ 176 S 49 S 108 S 31 S 76 S 22
PSUS ... 59 8 37 7 25 6
Total ..o S 235 S 57 S 145 § 38 §$ 101§ 28

At December 31,2021
Weighted Average

Unrecognized Expected
(S in millions) Expense Recognition Period
RSOUS oottt S 364 3.3 years
PSS L 60 19years
TOtal S 424
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Excess Tax Benefits

Excess tax benefits from exercise or vesting of share-based awards are included as a reduction
in provision for income taxes in the period in which the exercise or vesting occurs. The following
table presents excess tax benefits recognized, by award type:

Year Ended December 31,
2021 2020 2019

Number Related Number Related Number Related
of Awards Excess of Awards Excess of Awards Excess

Exercised Tax Exercised Tax Exercised Tax
($ in millions) or Vested Benefit orVested Benefit orVested Benefit
Stockoptions ......... . . 17,850 $ 1 301,903 $ 8 1444654 S 34
RSUS 1,148,717 30 1,035,971 7 931,887 5
PSUS 250,582 7 272,585 2 272,592 1
RS AS . — — — — 17,500 —
Total oo 1,417,149 $ 38 1610459 $ 17 2666633 $ 40

Note 19. Accumulated Other Comprehensive Income (Loss)

The following table presents the changes in the components of accumulated other
comprehensive income (loss), which relate to debt securities available-for-sale:

At or for the Year Ended
December 31,

($ in millions) 2021 2020 2019
Beginning balance ............. .. .. ... $23 $§ 5 $(19
Net unrealized gain (loss) on debt securities available-for-sale ....................... (77) 27 31
Related tax effect () ... . 23 (8) 9
Reclassification of loss on debt securities available-for-sale to netincome @ . ......... — — 4
Related tax effect () ... . — — 1)

Amortization of unrealized gain on debt securities transferred from available-for-sale

to held-to-maturity B L — 1) 1)
Other comprehensive iNComMe (I0SS) ... oot (54) 18 24
Ending balance ............. . $(31) $ 23 $ 5

M Included in provision for income taxes on the consolidated statements of income and comprehensive income.
@ Included in gain (loss) on investment securities on the consolidated statements of income and comprehensive income.
@ Included in interest income on investments on the consolidated statements of income and comprehensive income.

Note 20. Employee Benefit Plans

The Bank's 401(k) Plan is a qualified defined contribution plan under section 401(k) of the IRC.
Generally, full-time and part-time employees who are regularly employed for 20 hours or more per
week are automatically enrolled in the Bank's 401(k) Plan upon their date of hire. The 401(k) Plan
assets are invested by plan participants in a family of investment funds. Eligible employees may
contribute up to 50% of their pre-tax and post-tax eligible compensation as defined in the 401(k)
Plan, subject to certain IRC limitations. Under the 401(k) Plan, the Bank makes matching
contributions every pay period up to a maximum of 4% of the participant’s eligible compensation,
and the matching contributions vest immediately. The Bank's contributions to the 401(k) Plan were
$35 million, $30 million and $26 million for 2021, 2020 and 2019, respectively.
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The Bank has a Deferred Compensation Plan under which eligible employees may defer receipt
of a portion of salary or incentive compensation. The Deferred Compensation Plan allows its
participants to invest their deferred compensation in a wide array of investment vehicles within the
plan. Deferred amounts will be distributed to employees in accordance with their elections. At
December 31, 2021 and 2020, the deferred compensation liability was $118 million and $84 million,
respectively.

Since inception, the Bank has not offered any other employee benefit plans and, at
December 31,2021, has no requirement to accrue additional expenses for any pension or other
post-employment benefits.

Note 21. Income Taxes

The following table presents the components of the Bank’s provision for income taxes:

Year Ended December 31,

($ in millions) 2021 2020 2019
Federal:
CUMTENT oot S 59 S§ 43 § 28
Deferred .o (42) (58) (65)
SUDTOtal . .t 17 (15) (37)
State:
CUITENT L 185 145 106
Deferred .o (26) (16) (5)
SUDTOtal . .t 159 129 101
Tax creditinvestment amortization ........... . 174 156 139
Total provision for iNCOME taxes . ... .ot e $ 350 S 270 S 203

The following table presents a reconciliation between the effective tax rate and the federal
statutory rate:

Year Ended December 31,

Effective Tax Rate 2021 2020 2019
STatULOIY rate L . 21.0% 21.0% 21.0%
State taxes, net of federal benefits ... 8.2 8.3 8.0
TaX-EXEMPt INCOME .ottt e e e e e e e (5.8) (6.7) (6.5)
Investments in [ife INSUranNCe .. .. i e e (1.0) 0.8) 0.8)
TaX CrediTS ottt e (10.5) (1320 (14.1)
Tax creditinvestment amortization ........... . . 9.5 11.7 12.3
Excess tax benefits—stock awards .......... .. (2.1) 1.3) (3.5)
FDIC @SSO S M BN S & o vttt ettt e e e 0.6 0.7 0.7
Research and development tax credits from amended tax returns ................. 1.1) — —
Other, Net L 0.3 0.5 0.8
Effective taxrate .. ..o 19.1% 20.2% 17.9%
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The following table presents the tax effects of temporary differences that give rise to our DTAs
and DTLs:

December 31,

($ in millions) 2021 2020
DTAs:
Lease labilities . ..ot e e e S 440 $319
Excess tax credit carryforwards . ... ... . e 219 226
Allowance for Credit [0SSES . ..ottt 215 199
Accrued CoOmMPENSAtION ... 164 99
StOCK AWAId BXPENSE vttt ettt e e e e 43 23
DEprECiatioON 42 29
StatE INCOME taXES .« . .ottt e e 27 20
Loan diSCOUNTS . 14 13
Unrealized losses on debt securities available-for-sale .......... .. ... ... ... ... ...... 13 —
Deferred PPP loan origination fees . ... ..ot 3 8
ONEr DT AS ottt e 8 5
GrOSS DT A ittt e 1,188 941
DTLs:
LS ASSES ottt e (409) (295)
Deferred 10an COSTS ..ot (194) (158)
Otherintangible asSets . ..ot e (15) (10)
Unrealized gains on debt securities available-for-sale . ........... ... ... ... .. .. ... ..... — 10)
MO RS et (5) (6)
Oter DTS vttt e 4) 3)
GrOSS DT LS .« ottt e e (627) (482)
=] Y $ 561 $459

Gross DTAs represent recoverable taxes. At December 31, 2021, the Bank had excess tax credit
carryforwards of $219 million, which expire in varying amounts between 2039 and 2041. At
December 31,2021 and 2020, management believes a valuation allowance is not needed because it
is more likely than not that DTAs will be realized based on our history of earnings and our ability to
implement tax planning strategies.

The table below presents a reconciliation of the beginning and ending amount of unrecognized
tax benefits:

At or for the Year Ended
December 31,
($ in millions) 2021 2020
Balance at beginning of Period . . ... ...ttt S 0 S 0
Additions:
Tax positionsrelated tothe currentyear ........ .. i 2 —
Tax positions related to Prioryears .. ... 9 0
Balance atend of period ... ... S 11 S

If recognized, the entire amount of unrecognized tax benefits at December 31, 2021 would
favorably affect the Bank's consolidated effective tax rate.
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For the years ended December 31, 2021, 2020 and 2019, the amount of interest and penalties
(recorded in provision for income taxes) was insignificant.

The Bank continues to monitor the progress of ongoing income tax controversies and the
impact, if any, of the expected tolling of the statute of limitations in various taxing jurisdictions. The
Bank's tax returns for the years ended December 31, 2013 through 2021 remain subject to
examination by the Internal Revenue Service, the California Franchise Tax Board or various other
state taxing authorities. The Bank does not currently believe there is a reasonable possibility of any
significant change to our total unrecognized tax benefits within the next twelve months.

Note 22. Earnings Per Common Share

The following table presents a reconciliation of the income and share amounts used in the
basic and diluted EPS computations. Stock awards that are anti-dilutive are not included in the
calculation of diluted EPS.

Year Ended December 31,

(in millions, except per share amounts) 2021 2020 2019
Basic EPS:
Nt iNCOME ..ttt e e e e $1,478 $1,064 $930
Less: Dividends on preferred stock ... .. 99 59 49
Net income available to common shareholders . ..., $1,379 $1,005 $881
Weighted average common sharesoutstanding ............. ..., 177 172 168
BasiC EPS . e §$ 778 $ 585 $5.25
Diluted EPS:
Net income available to common shareholders ........... ... ... ... ... .......... $1,379 $1,005 $881
Weighted average shares:
Common shares outstanding . ...t 177 172 168
Dilutive effect of stock options, RSUsand PSUs ............ ... 3 1 2
Weighted average diluted common shares outstanding ....................... 180 173 170
Diluted EPS o §$ 768 $ 581 $5.20

Note 23. Regulatory Capital

The Bank is subject to various regulatory capital requirements administered by the FDIC.
Failure to meet minimum capital requirements can initiate certain mandatory and possibly
additional discretionary actions by regulators that, if undertaken, could have a direct material effect
on the Bank's consolidated financial statements. Under capital adequacy guidelines and the
regulatory framework for prompt corrective action, the Bank must meet specific capital guidelines
that involve quantitative measures of the Bank's assets, liabilities, and certain off-balance sheet
items as calculated under regulatory capital requirements. The Bank's capital amounts and
classification will also be subject to qualitative judgments by the regulators about components, risk
weightings and other factors.
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The Bank's capital ratios exceeded all applicable regulatory requirements at December 31,
2021 and 2020 for well-capitalized institutions. The following table presents the Bank’s regulatory
capital information and regulatory requirements:

Regulatory Requirements

o Minimum
December 31, Cap\?'igllilzed Mclglprnglm Cor?saeprlx;c:'lion
($ in millions) 2021 2020 Ratio Ratio Buffer ®
Capital Ratios @
Tier 1 leverage ratio (Tier 1 capital to average
ASSELS) t i 8.76% 8.14% 5.00% 4.00% —%
CETlcapitaltoRWAs .......... ... ..., 9.65% 9.67% 6.50% 4.50% 2.50%
Tier1capital toRWAs ...................... 12.56% 11.18% 8.00% 6.00% 2.50%
TotalcapitaltoRWAs ........ ... .. 13.72% 12.55% 10.00% 8.00% 2.50%
Regulatory Capital @.®)
CETlcapital ..o $ 12,045 $§ 9,895
Tiertcapital ....... ... ... . . S 15,678 S 11,440
Totalcapital ... S 17,124 S 12,842
Assets @).(3)
Average assets ...............iiiiiiiii... $178,969 $140,493
RWAS .o $124,820 $102,321

M As of December 31, 2021, our capital conservation buffer was 5.15%, which exceeded the minimum requirement of 2.5% required to be
held by banking institutions.

@ Beginningin 2020, ratios and amounts reflect the Bank’s election to delay the estimated impact of the CECL allowance methodology on its
regulatory capital, average assets and RWAs over a five-year transition period ending December 31, 2024.

©®  As defined by regulatory capital rules.

The Bank's ability to declare a cash dividend or other distribution with respect to capital is
subject to federal and state statutory and regulatory restrictions and possible approval
requirements based upon earnings, financial condition, cash needs and general business
conditions. Federal and state banking agencies also have authority to prohibit the Bank from
engaging in business practices that are considered unsafe or unsound, possibly including the
payment of dividends or other distributions with respect to capital. In addition, the Bank cannot
declare or pay dividends on common stock or redeem or repurchase common stock for any period
for which dividends on preferred stock have not been declared and paid in full.
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Note 24. Revenue from Contracts with Customers
Revenue Recognition

The following table presents revenue from contracts with customers, disaggregated by revenue
stream, as well as other noninterest income:

Year Ended December 31,
(S in millions) 2021 2020 2019

Noninterest income:
Revenue from contracts with customers:

Investment managementfees ...t $554 $ 395 $359
Brokerage and investmentfees ... ... . 64 47 38
IMSUIANCE TS .ttt e e e 19 12 13
TrUST f S oottt 25 19 17
DEPOSIE S .ottt 27 24 26
Ot el 7 6 5
Total revenue from contracts with customers .......... ... ... . . .. . .. 696 503 458
Other sources of NONINtEreSt INCOME . ..ottt e e e et 224 152 119
Total NONINTErest INCOME . ..ottt e e e $920 $ 655 $577

The Bank earns revenues from contracts with customers primarily for performing investment
management, brokerage, sales of insurance and annuity policies, trust and deposit services. Most of
the Bank's contracts with customers are open-ended, and the Bank provides services on an ongoing
basis for an unspecified contract term. For these ongoing services, the fees are variable, since they
are dependent on factors such as the value of underlying AUM, AUA or volume of transactions. The
Bank recognizes revenue over the period services are provided to customers and when the
uncertainties that determine the amount of revenue are resolved, and the actual fees are known or
can be estimated. For certain services that are provided at a specific pointin time, the Bank
recognizes revenue in full at the time such services are provided. Each of the Bank’s revenue
streams are described in additional detail below.

Investment Management Fees

The Bank performs investment management services for its clients through FRIM, who acts as
the client’s investment adviser, performing traditional portfolio management, and in some cases,
brokerage services through FRSC. FRIM also acts as an adviser to alternative investment funds.
Investment management fees are variable, since they are based on AUM, which are subject to
changes in market conditions and asset inflows and outflows. Investment management fees are
recognized over the period services are provided, and when actual AUM values are known or can be
estimated. For traditional portfolio management services, AUM is known at the end of each quarter,
and alternative investments’ AUM can be estimated each quarter.

Brokerage and Investment Fees

The Bank performs brokerage services for its clients through FRSC. Brokerage fees consist of
transaction fees earned from trade execution and distribution fees from mutual funds or money
market mutual funds. Brokerage transaction fees are fixed and determinable, based on security
type and trade volume, and are recognized upon trade execution. Distribution fees from mutual
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funds or money market mutual funds are variable, since they are based on the underlying fund’s
value, which is subject to market conditions, fund performance and amounts invested by clients.
Distribution fees are recognized over the period that services are provided, and when the fund
values are known or can be estimated at the end of each quarter.

Insurance Fees

The Bank earns revenue from selling insurance policies and annuity contracts to its clients
through FRSC and FRIM. Insurance fees consist of initial commissions when a policy is sold and
subsequent commissions each year that a policy is renewed. Both initial and renewal fees are
variable, since they are determined by the value and type of each annuity or insurance policy sold
and subsequently renewed. Initial commissions are recognized when the policy is in effect, and
renewal commissions are recognized upon renewal of the policy.

Trust Fees

The Bank performs trust and custody services for its clients through the Trust Company. The
Trust Company holds cash, securities and other assets in trust or custody accounts for its
customers, and manages the day to day administration of the accounts. Trust and custody fees are
variable, since they are based upon AUA, which are subject to changes in market conditions and
asset inflows and outflows. Trust fees are recognized over the period services are provided, and
when actual AUA values are known or can be estimated.

Deposit Fees

The Bank performs deposit account services for its deposit clients. Deposit account fees are
variable, since they are based on average account balances, type of account and transactions.
Deposit account fees are recognized over the period that services are provided, and when the
average account balances and transactions are known. Average account balances are known at the
end of a monthly account cycle and transactions are known as they occur. In addition, other
deposit-related fees consist of ATM fees from non-Bank cardholders, which is a fixed amount
recognized at the time of the transaction, and interchange fees from debit card transactions, which
are variable and recognized at the time of the transaction. Interchange fees are a percentage of the
dollar value of the debit cardholder’s transaction.

Other Income

Other income primarily includes revenue earned from ancillary services the Bank and its
subsidiaries provide to customers.

Principal versus Agent

For brokerage services, FRSC utilizes a third-party clearing broker to execute and settle trades.
FRSC is a principal in this relationship and, therefore, brokerage revenue is recognized as the gross
amount of consideration, and payments to the clearing broker are recorded as an expense. For
trustee services, the Bank utilizes a third-party custodian to provide custody over trust assets. The
Trust Company is the principal in this relationship, therefore, trustee services revenue is recognized
as the gross amount of consideration from the customer, and payments to the custodian are
recorded as an expense.
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Contract Balances and Receivables

The Bank records contract liabilities, or deferred revenue, when payments from customers are
received or due in advance of providing services to customers. The Bank generally receives
payments for its services during the period or at the time services are provided and, therefore, does
not have deferred revenue balances at period end.

Receivables from contracts with customers were $22 million and $29 million at December 31,
2021 and 2020, respectively, and consist primarily of investment management, brokerage and trust
receivables, which are included in other assets on the consolidated balance sheets.

Contract Acquisition Costs

The Bank pays its employees incentive compensation in the form of commissions, which are
considered incremental and recoverable costs to obtain the contract. The Bank utilizes the
practical expedient not to capitalize such costs as the amortization period of the asset is less than
12 months, and therefore expenses the commissions as incurred. These costs are recorded in
salaries and employee benefits expense in the consolidated statements of income.

Note 25. Segment Reporting

ASC 280-10, “Segment Reporting,” requires that a public business enterprise report certain
financial and descriptive information about its reportable operating segments on the basis that is
used internally for evaluating segment performance and deciding how to allocate resources to
segments. The Bank’s two reportable segments are Commercial Banking and Wealth Management.

The principal business activities of the Commercial Banking segment are gathering deposits (retail
deposit gathering and private banking activities), originating and servicing loans (primarily real estate
secured mortgage loans) and investing in investment securities. The primary sources of revenue for this
segment are: interest earned on loans and investment securities, fees earned in connection with loan
and deposit services, and income earned on loans serviced for investors. Principal expenses for this
segment are interest incurred on interest-bearing liabilities, including deposits and borrowings, general
and administrative costs and provision for credit losses.

The principal business activities of the Wealth Management segment are (i) the investment
management activities of FRIM, which manages investments for individuals and institutions in equity
securities, fixed income securities, balanced portfolios, and alternative investments; (i) our money
market mutual fund activities through third-party providers and the brokerage activities of FRSC (these
two activities collectively, “Brokerage and Investment”); (iii) sales of life insurance policies and annuity
contracts through FRSC and previously, also through FRIM; (iv) trust and custody services provided by
the Trust Company; and (v) our foreign exchange activities conducted on behalf of clients. The primary
sources of revenue for this segment are investment management fees, brokerage and investment fees,
insurance fees, trust fees and foreign exchange fee income. In addition, the Wealth Management
segment earns a deposit earnings credit for client deposit accounts that are maintained at the Bank,
including sweep deposit accounts. The Wealth Management segment’s principal expenses are
personnel-related costs and other general and administrative expenses.

Provision for income taxes for the segments is presented based on the segment's contribution
to total consolidated provision for income taxes. Tax preference items are allocated to the segment
responsible for the related investments resulting in the tax preference item.
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The reconciling items for revenues include fees for managing the Bank's investment portfolio by
FRIM and intercompany management fees related to the training and licensing of the Bank’s licensed
representatives by FRSC. The reconciling items for assets include subsidiary funds on deposit with the
Bank and any intercompany receivable that is reimbursed at least on a quarterly basis.

The following table presents the operating results of the Bank's two reportable segments, as
well as any reconciling items:

Commercial Wealth Reconciling Consolidated
(S in millions) Banking Management Items Total
Year Ended December 31, 2021
Net interesStinCoOmMEe . ..ottt e S 3,921 S 193 S — S 4114
Provisionforcredit l0SSes .. ..o 59 — — 59
Noninterest income from contracts with customers® .. .. 26 717 (47) 696
Other noninterestincome ...........iiiiiiiinann.. 128 96 — 224
Noninterestincome ........... .. 154 813 47) 920
Amortization of intangibles ...... ... ... . L. — 6 — 6
Other noninterest expense . ... 2,469 719 (47) 3,141
NoNiNterest EXPENSE . .ottt 2,469 725 (47) 3,147
Income before provision forincometaxes ................... 1,547 281 — 1,828
Provision forincometaxes ..., 271 79 — 350
NEtINCOME oottt S 1,276 $ 202 S — S 1,478
Year Ended December 31,2020
NetinterestiNCOME . .o oo et e e e S 3,141 S 121 S — S 3,262
Provisionforcredit10SSes .. ... 157 — — 157
Noninterest income from contracts with customers® .. .. 25 518 (40) 503
Other noninterestincome .......... .. ... ... 99 53 — 152
Noninterestincome ......... . i 124 571 (40) 655
Amortization of intangibles ...... ... ... ... .. L. — 8 — 8
Other noninterestexpense . ..o, 1,916 542 (40) 2,418
Noninterest eXpense . ... ..o e 1,916 550 (40) 2,426
Income before provision forincometaxes ................... 1,192 142 — 1,334
Provision forincometaxes ..........couiiiiiinann.. 231 39 — 270
NELINCOME .« . e e e e e e e e e e S 961 S 103 $ — S 1,064
Year Ended December 31, 2019
NetintereStiNnCOME . . oo v v et S 2,674 S 90 S — S 2,764
Provisionforcredit10SSes .. ... 62 — — 62
Noninterest income from contracts with customers® .. .. 27 465 (34) 458
Other noninterestincome ............ ..., 77 42 — 119
Noninterestincome . ... ... . 104 507 (34) 577
Amortization of intangibles ............ ... ... ... L. 2 10 — 12
Other noninterestexpense ............c.ccviiiiiiinna... 1,723 445 (34) 2,134
Noninterest eXPeNSe . ..o vttt 1,725 455 (34) 2,146
Income before provision forincometaxes ................... 991 142 — 1,133
Provision forincometaxes ..., 163 40 — 203
NELINCOME . . e e e e e e e e e e e e e e e e e S 828 S 102 $ — S 930

M The Commercial Banking segment consists of noninterest income from contracts with customers related to deposit fees and the Wealth
Management segment consists of investment management, brokerage and investment, insurance and trust fees.
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The following table presents the goodwill and total assets of the Bank's two reportable

segments, as well as any reconciling items:

Commercial Wealth Reconciling Consolidated
($ in millions) Banking Management Items Total
At December 31, 2021
GOOAWIll .ot $ 25 8§ 147 S — S 172
Totalassets ... S 180,447 S 1,191 S (551) S 181,087
At December 31,2020
GoodWill . S 25 S 147 S — S 172
Totalassets ... S 141884 S 1,067 S (449) S 142,502

Note 26. Subsequent Events

The Bank evaluated the effects of events that have occurred subsequent to the year ended
December 31, 2021. There have been no material subsequent events that would require recognition
in our consolidated financial statements as of or for the year ended December 31, 2021 or disclosure

in the notes to the financial statements.
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To the Shareholders and Board of Directors
First Republic Bank:

Opinions on the Consolidated Financial Statements and Internal Control Over Financial Reporting

We have audited the accompanying consolidated balance sheets of First Republic Bank and
subsidiaries (the Bank) as of December 31, 2021 and 2020, the related consolidated statements of
income and comprehensive income, changes in shareholders’ equity, and cash flows for each of the
years in the three-year period ended December 31, 2021, and the related notes (collectively, the
consolidated financial statements). We also have audited the Bank’s internal control over financial
reporting as of December 31, 2021, based on criteria established in Internal Control—Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Bank as of December 31, 2021 and 2020, and the results of its
operations and its cash flows for each of the years in the three-year period ended December 31,
2021, in conformity with U.S. generally accepted accounting principles. Also in our opinion, the Bank
maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2021 based on criteria established in Internal Control—Integrated Framework

(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission.

Change in Accounting Principle

As discussed in Note 1 to the consolidated financial statements, the Bank has changed its method
of accounting for the recognition and measurement of credit losses as of January 1, 2020 due to the
adoption of ASU 2016-13—Financial Instruments—Credit Losses (ASC 326): Measurement of Credit
Losses on Financial Instruments and subsequent related ASUSs.

Basis for Opinions

The Bank's management is responsible for these consolidated financial statements, for maintaining
effective internal control over financial reporting, and for its assessment of the effectiveness of
internal control over financial reporting, included in the accompanying Management's Report on
Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Bank's
consolidated financial statements and an opinion on the Bank’s internal control over financial
reporting based on our audits. We are a public accounting firm registered with the Public Company
Accounting Oversight Board (United States) (PCAOB) and are required to be independent with
respect to the Bank in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require
that we plan and perform the audits to obtain reasonable assurance about whether the
consolidated financial statements are free of material misstatement, whether due to error or fraud,
and whether effective internal control over financial reporting was maintained in all material
respects.

(continued on following page)
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Our audits of the consolidated financial statements included performing procedures to assess the
risks of material misstatement of the consolidated financial statements, whether due to error or
fraud, and performing procedures that respond to those risks. Such procedures included examining,
on a test basis, evidence regarding the amounts and disclosures in the consolidated financial
statements. Our audits also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements. Our audit of internal control over financial reporting included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, and testing and evaluating the design and operating effectiveness of internal
control based on the assessed risk. Our audits also included performing such other procedures as
we considered necessary in the circumstances. We believe that our audits provide a reasonable
basis for our opinions.

Definition and Limitations of Internal Control Over Financial Reporting

A company's internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles. A company's
internal control over financial reporting includes those policies and procedures that (1) pertain to
the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions
are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company;
and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company's assets that could have a material effect on the
financial statements.

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

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current period audit of
the consolidated financial statements that was communicated or required to be communicated to
the Audit Committee and that: (1) relates to accounts or disclosures that are material to the
consolidated financial statements and (2) involved our especially challenging, subjective, or
complex judgments. The communication of a critical audit matter does not alter in any way our
opinion on the consolidated financial statements, taken as a whole, and we are not, by
communicating the critical audit matter below, providing a separate opinion on the critical audit
matter or on the accounts or disclosures to which it relates.

(continued on following page)
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Assessment of the Allowance for Credit Losses on Loans that Share Similar Risk
Characteristics

As discussed in Note 4 to the consolidated financial statements, the Bank's total allowance for
credit losses for loans as of December 31, 2021 was $694 million. Of this amount, $653 million
is related to expected credit losses for those loan pools that share similar risk characteristics
(the collective ACLL). The Bank estimated the collective ACLL using a current expected credit
losses methodology which utilizes probability of default (“PD") and loss given default (“LGD")
models and loss rate models (collectively, the “quantitative models”), expert judgment, and
gualitative factors. The PD and LGD models use a single macroeconomic scenario which
incorporates forward-looking macroeconomic information and loan specific risk characteristics
over a reasonable and supportable period. These models calculate estimated losses using the
product of PD and LGD to produce a loss rate. The loss rate models use the relationship
between historical losses, historical macroeconomic variables, and forward-looking
macroeconomic information over a reasonable and supportable period to produce a loss rate.
The quantitative models also incorporate projections of prepayment (or repayment) speeds over
the reasonable and supportable period. After the reasonable and supportable period, the Bank
reverts on a straight-line basis over a reversion period to its historical loss rate and historical
prepayment (or repayment) speed for the remaining life of the loans. The historical loss rate and
historical prepayment (or repayment) speed are based on the average net chargeoffs and
average prepayment (or repayment) speeds, respectively, over a twelve-year historical period
for all loans. In addition, a portion of the collective ACLL is determined by expert judgment.
Expert judgmentis based on credit attributes specific to certain loan types and reflect the
specific loan characteristics or other factors, specifically idiosyncratic risks or risks related to
newer loan products, that could result in estimated credit losses. The Bank also includes
adjustments to the collective ACLL based on qualitative factors not reflected in the
quantitative models or expert judgment but are likely to cause estimated credit losses.
Qualitative factors are developed using a systematic methodology and are comprised of
adjustments to historical loss information for asset-specific risk characteristics and current
economic conditions.

We identified the assessment of the collective ACLL as a critical audit matter. A high degree of
audit effort, including specialized skills and knowledge, and subjective and complex auditor
judgment was involved in the assessment of the collective ACLL due to significant
measurement uncertainty. Specifically, the assessment encompassed the evaluation of the
collective ACLL methodology, including (1) the quantitative models, and their key assumptions:
historical period used to calculate loss rates, loan pools that share similar risk characteristics,
prepayment (repayment) speeds, the selection of the single macroeconomic scenario and
relevant variables, the reasonable and supportable forecast periods, and the reversion periods,
(2) the expert judgment together with the credit attributes specific to a certain loan type that
they are based on, and (3) the qualitative factors related to the nature and volume of the loan
portfolio changes and the existence and effects of credit concentrations, and the degree to
which such factors impacted each portfolio. Further, the assessment encompassed the
evaluation of the conceptual soundness and performance of the quantitative models, and their
key assumptions. In addition, auditor judgment was required to evaluate the sufficiency of audit
evidence obtained over the collective ACLL.

(continued on following page)
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The following are the primary procedures we performed to address this critical audit matter.
We evaluated the design and tested the operating effectiveness of certain internal controls
related to the Bank’s measurement of the collective ACLL estimate, including controls over the:

development of the collective ACLL methodology

continued use and appropriateness of changes made to the quantitative models
identification and determination of key assumptions used in the quantitative models
performance monitoring of the quantitative models and their key assumptions

continued use and appropriateness of changes made to the expert judgment together with
the credit attributes specific to a certain loan type

determination of the qualitative factors related to the nature and volume of the loan
portfolio changes and the existence and effects of credit concentrations, and the degree
to which these qualitative factors impacted each portfolio.

We evaluated the Bank’s process to develop the collective ACLL estimate by testing certain
sources of data, factors, and assumptions that the Bank used, and considered the relevance
and reliability of such data, factors, and assumptions. In addition, we involved credit risk
professionals with specialized skills and knowledge, who assisted in:

evaluating the Bank’s collective ACLL methodology for compliance with U.S. generally
accepted accounting principles

evaluating judgments made by the Bank relative to the assessment and performance
testing of the quantitative models, and their key assumptions, by comparing them to
relevant Bank-specific metrics and trends and the applicable industry and regulatory
practices

assessing the conceptual soundness and performance testing of the quantitative models,
and their key assumptions, by inspecting the model documentation to determine whether
the models are suitable for their intended use

evaluating the Bank's selection of a single macroeconomic forecast scenario, including the
underlying variables, by comparing them to the Bank's business environment, relevant
industry practices, and publicly available forecasts

evaluating the lengths of the historical periods, reversion periods and reasonable and
supportable forecast periods by comparing them to specific portfolio risk characteristics
and trends

evaluating and challenging the expert judgment, together with the credit attributes
specific to a certain loan type that itis based on, by inspecting underlying documentation,
comparing underlying methodology to the applicable industry practices and to relevant
Bank-specific metrics and trends

determining whether the loan pools are segmented by similar risk characteristics by
comparing to the Bank's business environment and internal metrics, and relevant industry
practices

(continued on following page)
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« evaluating the systematic methodology used to develop the qualitative factors and the
effect of those factors on the collective ACLL compared with relevant credit risk factors

and consistency with credit trends and identified limitations of the underlying quantitative
models

We also assessed the sufficiency of the audit evidence obtained related to the collective ACLL
by evaluating the:

e cumulative results of the audit procedures
* qualitative aspects of the Bank’'s accounting practices

« potential bias in the accounting estimates.

/s/ KPMG LLP
We have served as the Bank’s auditor since 2010.

San Francisco, California
February 28,2022
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Management of First Republic Bank and subsidiaries (the Bank) is responsible for establishing and
maintaining adequate internal control over financial reporting as defined in Rules 13a-15(f) and
15d-15(f) under the Securities Exchange Act of 1934. The Bank's internal control over financial
reporting is designed by, or under the supervision of the Bank's principal executive and principal
financial officers and effected by the Bank's board of directors, management and other personnel,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with generally accepted accounting
principles. The Bank's internal control over financial reporting includes those policies and
procedures that:

(i) pertain to the maintenance of records that in reasonable detail accurately and fairly reflect
the transactions and dispositions of the assets of the Bank;

(ii) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles,
and that receipts and expenditures of the Bank are being made only in accordance with
authorizations of management and directors of the Bank; and

(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use or disposition of the Bank's assets that could have a material effect on the financial
statements.

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

The Bank's management assessed the effectiveness of the Bank's internal control over financial
reporting as of December 31, 2021, using the criteria for effective internal control over financial
reporting set forth by the Committee of Sponsoring Organizations of the Treadway Commission
("COSQ") in Internal Control—Integrated Framework (2013). Based on this assessment,
management concluded that, as of December 31, 2021, the Bank’s internal control over financial
reporting was effective.

KPMG LLP, the independent registered public accounting firm that audited the Bank’s consolidated
financial statements as of December 31, 2021 included in this Annual Report on Form 10-K, issued
an audit report on the Bank’s internal control over financial reporting. KPMG's audit report appears
on page 199.
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial
Disclosure.

None.

Item 9A. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

As required by SEC rules, we carried out an evaluation of the effectiveness of the design and
operation of our “disclosure controls and procedures,” as such term is defined in Rule 13a-15(e)
under the Securities Exchange Act as of the end of the period covered by this report. Our
management, including our principal executive officer and principal financial officer, supervised
and participated in the evaluation. Based on that evaluation, our principal executive officer and
principal financial officer concluded that our disclosure controls and procedures, as of
December 31, 2021, were effective.

Management'’s Report on Internal Control Over Financial Reporting

See “Item 8. Financial Statements and Supplementary Data.”

Changes in Internal Control Over Financial Reporting

There was no change in our internal control over financial reporting during the quarter ended
December 31, 2021 that has materially affected, or is reasonably likely to materially affect, our
internal control over financial reporting.

Item 9B. Other Information.
Not applicable.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.
Not applicable.

PART Il
Item 10. Directors, Executive Officers and Corporate Governance.

This information is incorporated by reference to the Bank’s 2022 Proxy Statement that will be
filed with the FDIC pursuant to Regulation 14A not later than 120 days after the end of the Bank’s
fiscal year.

Item 11. Executive Compensation.

This information is incorporated by reference to the Bank’s 2022 Proxy Statement that will be
filed with the FDIC pursuant to Regulation 14A not later than 120 days after the end of the Bank'’s
fiscal year.

Item 12. Security Ownership of Certain Beneficial Owners and Management and
Related Stockholder Matters.

The information is incorporated by reference to the Bank's 2022 Proxy Statement that will be
filed with the FDIC pursuant to Regulation 14A not later than 120 days after the end of the Bank’s
fiscal year.
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Item 13. Certain Relationships and Related Transactions, and Director Independence.

This information is incorporated by reference to the Bank's 2022 Proxy Statement that will be
filed with the FDIC pursuant to Regulation 14A not later than 120 days after the end of the Bank's
fiscal year.

Item 14. Principal Accountant Fees and Services.

This information is incorporated by reference to the Bank’s 2022 Proxy Statement that will be
filed with the FDIC pursuant to Regulation 14A not later than 120 days after the end of the Bank's
fiscal year.

PART IV

Item 15. Exhibit and Financial Statement Schedules.

(1)

@)

Financial Statements:
See “Item 8. Financial Statements and Supplementary Data.”
Financial Statement Schedules:

Financial Statement schedules are omitted either because they are not required or are not
applicable, or because the required information is shown in the Financial Statements or
notes thereto.

Exhibits:

The exhibits to this Annual Report on Form 10-K listed below have been included with, or
incorporated into, the copy of this report filed with the Federal Deposit Insurance
Corporation and on our website. Copies of individual exhibits will be furnished to
shareholders upon written request to First Republic Bank.

Exhibit
No. Description

3.1 Restated Articles of Incorporation of First Republic Bank, incorporated by reference to Exhibit 3.1 of
Form 8-K filed on June 8, 2021.

3.2 Certificate of Determination for the Bank’'s 4.000% Noncumulative Perpetual Series M Preferred
Stock, par value $0.01 per share, incorporated by reference to Exhibit 3.1 of Form 8-K filed on July 21,
2021.

3.3 Certificate of Determination for the Bank's 4.500% Noncumulative Perpetual Series N Preferred
Stock, par value $0.01 per share, incorporated by reference to Exhibit 3.1 of Form 8-K filed on
November 29, 2021.

3.4 Amended and Restated Bylaws of First Republic Bank, effective as of January 29, 2021, incorporated
by reference to Exhibit 3.1 of Form 8-K filed on February 1, 2021.

4.1 Specimen stock certificate of First Republic Bank’s common stock, incorporated by reference to
Exhibit 4.1 of Amendment No. 2 to the Bank's Registration Statement on Form 10 filed on December 7,
2010.

4.2 Fiscal and Agency Paying Agreement, dated August 1, 2016, between the Bank and The Bank of New
York Mellon Trust Company, N.A., incorporated by reference to Exhibit 4.1 of Form 8-K filed on
August 1, 2016.

4.3 Form of Note (included in Exhibit 4.2).
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4.4

4.5
4.6

4.7
4.8

4.9
410

411
412

413
414

415
4.16

417
4.18

419
4.20

4.21
4.22

4.23
4.24

Fiscal and Agency Paying Agreement, dated February 13, 2017, between the Bank and The Bank of
New York Mellon Trust Company, N.A., incorporated by reference to Exhibit 4.1 of Form 8-K filed on
February 13, 2017.

Form of Note (included in Exhibit 4.4).

Fiscal and Paying Agency Agreement, dated June 6, 2017, between the Bank and The Bank of New
York Mellon Trust Company, N.A., incorporated by reference to Exhibit 4.1 of Form 8-K filed on June 6,
2017.

Form of Note (included in Exhibit 4.6).

Deposit Agreement, dated June 7, 2017, by and among the Bank, Computershare Inc., Computershare
Trust Company, N.A. and the holders from time to time of the Depositary Receipts described therein,
incorporated by reference to Exhibit 4.1 of Form 8-K filed on June 7, 2017.

Form of Depositary Receipt (included in Exhibit 4.8).

Deposit Agreement, dated June 12, 2018, by and among the Bank, Computershare Inc.,
Computershare Trust Company, N.A. and the holders from time to time of the Depositary Receipts
described therein, incorporated by reference to Exhibit 4.1 of Form 8-K filed on June 12, 2018.

Form of Depositary Receipt (included in Exhibit 4.10).

Deposit Agreement, dated December 3, 2019, by and among the Bank, Computershare Inc.,
Computershare Trust Company, N.A. and the holders from time to time of the Depositary Receipts
described therein, incorporated by reference to Exhibit 4.1 of Form 8-K filed on December 3, 2019.

Form of Depositary Receipt (included in Exhibit 4.12).

Fiscal and Paying Agency Agreement, dated February 12, 2020, between the Bank and The Bank of
New York Mellon Trust Company, N.A., incorporated by reference to Exhibit 4.1 of Form 8-K filed on
February 14, 2020.

Form of Note (included in Exhibit 4.14).

Deposit Agreement, dated September 16, 2020, by and among the Bank, Computershare Inc.,
Computershare Trust Company, N.A. and the holders from time to time of the Depositary Receipts
described therein, incorporated by reference to Exhibit 4.1 of Form 8-K filed on September 16, 2020.

Form of Depositary Receipt (included in Exhibit 4.16).

Deposit Agreement, dated February 9, 2021, by and among the Bank, Computershare Inc.,
Computershare Trust Company, N.A. and the holders from time to time of the Depositary Receipts
described therein, incorporated by reference to Exhibit 4.1 of Form 8-K filed on February 9, 2021.

Form of Depositary Receipt (included in Exhibit 4.18).

Deposit Agreement, dated July 21, 2021, by and among the Bank, Computershare Inc.,
Computershare Trust Company, N.A. and the holders from time to time of the Depositary Receipts
described therein, incorporated by reference to Exhibit 4.1 of Form 8-K filed on July 21, 2021.

Form of Depositary Receipt (included in Exhibit 4.20).

Deposit Agreement, dated November 29, 2021, by and among the Bank, Computershare Inc.,
Computershare Trust Company, N.A. and the holders from time to time of the Depositary Receipts
described therein, incorporated by reference to Exhibit 4.1 of Form 8-K filed on November 29, 2021.

Form of Depositary Receipt (included in Exhibit 4.22).

Otherinstruments defining the rights of debt holders. The registrant hereby agrees to furnish to the
FDIC, upon request, copies of instruments defining the rights of holders of long-term debt of the
registrant and its consolidated subsidiaries; currently no issuance of debt of the registrant exceeds
10% of the assets of the registrant and its subsidiaries on a consolidated basis.
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4.25
101

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

Description of Securities.

Employment Agreement, dated June 15, 2010, between First Republic Bank and James H. Herbert, I1,
incorporated by reference to Exhibit 10.1 of Form 10-Q filed on May 8, 2012. 0

(i) Amendment No. 1, dated February 23, 2012, to the Employment Agreement, dated June 15, 2010,
between James H. Herbert, Il and the Bank, and (ii) the Restricted Stock Agreement, dated as of
February 27,2012, between James H. Herbert, Il and the Bank, attached as Attachment A thereto,
incorporated by reference to Exhibit 10.3 of Form 10-Q filed on May 8, 2012. ®

Employment Agreement Amendment No. 2, effective February 25, 2014, to the Employment
Agreement, dated June 15, 2010, as amended effective February 27, 2012, between James H. Herbert,
Il'and the Bank, incorporated by reference to Exhibit 10.6 of Form 10-K filed on February 28, 2014. ®

Employment Agreement Amendment No. 3, effective December 1, 2015, to the Employment
Agreement, dated June 15, 2010, as amended effective February 27, 2012 and February 25, 2014,
between James H. Herbert, Il and the Bank, incorporated by reference to Exhibit 10.1 of Form 8-K filed
on December 2,2015. M

Employment Agreement Amendment No. 4, effective May 10, 2017, to the Employment Agreement
dated June 15, 2010, as amended effective February 27, 2012, February 25, 2014 and December 1,
2015, between James H. Herbert, Il and the Bank, incorporated by reference to Exhibit 10.1 of Form
8-K filed on May 12, 2017. ®

Employment Agreement Amendment No. 5, effective February 13, 2019, to the Employment
Agreement dated June 15, 2010, as amended effective February 27, 2012, February 25, 2014,
December1, 2015 and May 10, 2017, between James H. Herbert, Il and the Bank, incorporated by
reference to Exhibit 10.1 of Form 8-K filed on February 19, 2019. ®

Employment Agreement Amendment No. 6, effective February 24, 2021, to the Employment
Agreement dated June 15, 2010, as amended effective February 27, 2012, February 25, 2014,
December1, 2015, May 10, 2017 and February 13, 2019, between James H. Herbert, Il and the Bank,
incorporated by reference to Exhibit 10.7 of Form 10-K filed on February 26, 2021. ®

Employment Agreement Amendment No. 7, effective July 12, 2021, to the Employment Agreement

dated June 15, 2010, as amended effective February 27, 2012, February 25, 2014, December 1, 2015,
May 10, 2017, February 13, 2019 and February 24, 2021 between James H. Herbert, Il and the Bank,

incorporated by reference to Exhibit 10.1 of Form 8-K filed on July 12, 2021. ®

Employment Agreement Amendment No. 8, effective December 10, 2021, as clarified on January 10,
2022, to the Employment Agreement dated June 15, 2010, as amended effective February 27, 2012,
February 25, 2014, December 1, 2015, May 10, 2017, February 13, 2019, February 24, 2021 and July 12,
2021 between James H. Herbert, |l and the Bank, filed herewith. ®

Employment Agreement, effective July 12, 2021, between Hafize Gaye Erkan and the Bank,
incorporated by reference to Exhibit 10.2 of Form 8-K filed on July 12,2021. ®

Advances and Security Agreement, dated as of July 1, 2010, between the Federal Home Loan Bank of
San Francisco and First Republic Bank, incorporated by reference to Exhibit 10.6 of the Bank’s
Registration Statement on Form 10 filed on November 10, 2010.

Form of Director and Officer Indemnification Agreement, incorporated by reference to Exhibit 10.7 of
the Bank's Registration Statement on Form 10 filed on November 10, 2010. ®

2010 Omnibus Award Plan, as amended and restated effective May 12, 2015, incorporated by
reference to the Bank's Definitive Proxy Statement for the 2015 Annual Meeting of Shareholders on
Schedule 14A filed on March 31, 2015.

Form of Supplemental Executive Retirement Plan, incorporated by reference to Exhibit 10.13 of the
Bank's Registration Statement on Form 10 filed on November 10, 2010. ®
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10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

21
311

31.2
321

32.2

Form of Endorsement Method Split-Dollar Agreement, incorporated by reference to Exhibit 10.14 of
the Bank's Registration Statement on Form 10 filed on November 10, 2010. ®

First Republic Bank 2017 Executive Incentive Plan, incorporated by reference to Annex A of the Bank's
Definitive Proxy Statement for the 2017 Annual Meeting of Shareholders on Schedule 14A filed on
March 27,2017. ®

First Republic Bank 2017 Omnibus Award Plan, incorporated by reference to Annex B of the Bank'’s
Definitive Proxy Statement for the 2017 Annual Meeting of Shareholders on Schedule 14A filed on
March 27,2017.®

Amendment, dated as of November 17, 2021, to the First Republic Bank 2017 Omnibus Award Plan,
filed herewith. O

Form of Performance Share Unit Agreement—Performance Vesting under the 2017 Omnibus Award
Plan, incorporated by reference to Exhibit 10.2 of Form 10-Q filed on August 8, 2017.

Form of Performance Share Unit Agreement—Performance Vesting under the 2017 Omnibus Award
Plan, incorporated by reference to Exhibit 10.1 of Form 10-Q filed on May 9, 2018. ®

Form of Performance Share Unit Agreement—Performance Vesting under the 2017 Omnibus Award
Plan, incorporated by reference to Exhibit 10.2 of Form 10-Q filed on August 8, 2018. ™

Form of Performance Share Unit Agreement—Performance Vesting under the 2017 Omnibus Award
Plan, incorporated by reference to Exhibit 10.35 of Form 10-K filed on February 28, 2019. ®

Form of Restricted Stock Unit Agreement—Time Vesting under the 2017 Omnibus Award Plan,
incorporated by reference to Exhibit 10.1 of Form 10-Q filed on May 9, 2019. ®

Form of Restricted Stock Unit Agreement—Time Vesting under the 2017 Omnibus Award Plan,
incorporated by reference to Exhibit 10.1 of Form 10-Q filed on May 8, 2020. 0

Form of Performance Share Unit Agreement—Performance Vesting under the 2017 Omnibus Award
Plan, incorporated by reference to Exhibit 10.1 of Form 10-Q filed on November 6, 2020.

Form of Performance Share Unit Agreement—Performance Vesting under the 2017 Omnibus Award
Plan, incorporated by reference to Exhibit 10.2 of Form 10-Q filed on November 6, 2020. ™

Form of Restricted Stock Unit Agreement—Time Vesting under the 2017 Omnibus Award Plan,
incorporated by reference to Exhibit 10.29 of Form 10-K filed on February 26, 2021. ®

Form of Restricted Stock Unit Agreement—Time Vesting under the 2017 Omnibus Award Plan,
incorporated by reference to Exhibit 10.2 of Form 10-Q filed on May 7, 2021.

First Republic Bank Deferred Compensation Plan, as amended effective July 1, 2018, incorporated by
reference to Exhibit 10.36 of Form 10-K filed on February 28, 2019.

First Republic Bank 2021 Annual Executive Incentive Plan, incorporated by reference to Exhibit 10.3 of
Form 10-Q filed on May 7, 2021. ®

Subsidiaries of First Republic Bank.

Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

M This exhibit is a management contract or a compensatory plan or arrangement.

Item 16. Form 10-K Summary.

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
Bank has duly caused this Report to be signed on its behalf by the undersigned, thereunto duly
authorized.

FIRST REPUBLIC BANK
By: /s/ OLGA TSOKOVA Executive Vice President, Chief February 28, 2022

(Olga Tsokova) Financial Officer (Acting) and Chief
Accounting Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been
signed below by the following persons on behalf of the Bank and in the capacities and on the dates
indicated.

Signatures Title Date
/s/ MICHAEL J. ROFFLER Co-Chief Executive Officer February 28, 2022
(Michael J. Roffler) (Acting), President and Director
(Principal Executive Officer)
/s/ OLGA TSOKOVA Executive Vice President, Chief February 28, 2022
(Olga Tsokova) Financial Officer (Acting) and

Chief Accounting Officer
(Principal Financial Officer and
Principal Accounting Officer)

/s/ JAMES H. HERBERT, I Director February 28, 2022
(James H. Herbert, I1)
/s/ KATHERINE AUGUST-DEWILDE Vice Chair and Director February 28, 2022
(Katherine August-deWilde)
/s/ FRANK J. FAHRENKOPF, JR. Director February 28, 2022
(Frank J. Fahrenkopf, Jr.)
/s/ BORIS GROYSBERG Director February 28, 2022
(Boris Groysberg)
/s/ SANDRA R. HERNANDEZ Director February 28, 2022
(Sandra R. Hernandez)
/s/ PAMELA J. JOYNER Director February 28, 2022
(Pamela J. Joyner)
Director
(Shilla Kim-Parker)
/s/ REYNOLD LEVY Director February 28, 2022
(Reynold Levy)
/s/ DUNCAN L. NIEDERAUER Director February 28, 2022
(Duncan L. Niederauer)
/s/ GEORGE G.C. PARKER Chairman (Acting) and Director February 28,2022

(George G.C. Parker)
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Exhibit 4.25

FIRST REPUBLIC BANK
DESCRIPTION OF SECURITIES REGISTERED PURSUANT TO
SECTION 12 OF THE SECURITIES EXCHANGE ACT OF 1934

The following description summarizes the material terms of each class of securities of First Republic
Bank (the “Bank”) that is registered under Section 12 of the Securities Exchange Act, as amended. For a
complete description, you should refer to the Bank’s Restated Articles of Incorporation (the “Articles™),
Amended and Restated Bylaws (the “Bylaws”) and certificates of determination, each of which are
incorporated by reference as exhibits to this Annual Report on Form 10-K, as well as any applicable
provisions of relevant law.

DESCRIPTION OF COMMON STOCK
General

The Articles authorize the Bank to issue a total of 425,000,000 shares of capital stock, of which the Bank is
authorized to issue 400,000,000 shares of common stock, par value $0.01 per share (“Common Stock™), and
25,000,000 shares of preferred stock, par value $0.01 per share (“Preferred Stock™).

Voting

Each holder of Common Stock is entitled to one vote per share and is entitled to vote on all matters on
which shareholders generally are entitled to vote, except as otherwise required by law and subject to the rights and
preferences of the holders of any outstanding series of Preferred Stock. Holders of Common Stock are not entitled,
however, to vote on any amendment to the Articles that relates solely to the terms of one or more outstanding series
of Preferred Stock if the holders of such series are entitled, either separately or together with the holders of one or
more other such series, to vote on such amendment pursuant to the Articles or the California General Corporation
Law (the “CGCL”). Other than elections to office, any shareholder entitled to vote on a matter may vote part of the
shares such shareholder is entitled to vote in favor of the matter and refrain from voting the remaining shares or
vote them against the matter. If a shareholder fails to specify the number of shares such shareholder is voting
affirmatively, however, it is conclusively presumed that the shareholder is voting affirmatively with respect to all
shares such shareholder is entitled to vote. The Articles do not allow shareholders to cumulate votes in the election
of directors.

Dividends and Other Distributions

Subject to the rights and preferences of the holders of any outstanding series of Preferred Stock, dividends
may be declared and paid on the Common Stock at the discretion of the Board of Directors (the “Board”) from any
lawfully available funds. Holders of the Common Stock are also entitled to share ratably in the Bank’s assets legally
available for distribution to its shareholders in the event of its liquidation, winding up or dissolution, after payment
of or adequate provision for all of its known debts and liabilities. These rights are subject to the preferential rights of
any other class or series of the Bank’s stock.



Pre-emptive and Other Rights

The Articles do not grant any pre-emptive rights to the Bank’s shareholders. There are no sinking fund,
conversion or redemption provisions applicable to the Common Stock.

Transfer Restrictions

All shares of Common Stock currently outstanding were offered and sold pursuant to an exemption from
registration under the Securities Act of 1933, as amended (the “Securities Act”), and other exemptions provided by
the laws of the United States and other jurisdictions where such securities are offered and sold. Shares of Common
Stock may only be transferred or sold in compliance with all applicable state, federal and foreign securities laws.

Ownership Limitations

Federal and state banking laws prevent any holder of the Bank’s capital stock from acquiring “control” of
the Bank, as defined under applicable statutes and regulations, without obtaining the prior approval of the Federal
Reserve, the FDIC or the California Department of Financial Protection and Innovation, as applicable.

Listing and Trading
The Common Stock is listed on the New York Stock Exchange (the “NYSE”) under the symbol “FRC.”
Book Entry, Delivery and Form

The Depository Trust Company (“DTC”) acts as securities depositary for the Common Stock. The
Common Stock is registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC.

DTC has advised the Bank that it is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered under the provisions of Section 17A of the Exchange Act. DTC holds securities that its
participants (“Direct Participants™) deposit with DTC. DTC also facilitates the settlement among Direct Participants
of sales and other securities transactions in deposited securities through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly owned subsidiary of The
Depositary Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or through intermediaries
(“Indirect Participants”). The rules applicable to DTC and its Direct and Indirect Participants are on file with the
SEC. More information about DTC can be found at www.dtcc.com and http://www.dtc.org.

Purchases of shares of Common Stock under the DTC system must be made by or through Direct
Participants, which will receive a credit for the shares of Common Stock on DTC’s records. The ownership interest
of each actual purchaser of shares of Common Stock (the “beneficial owner”) is in turn recorded on the Direct and



Indirect Participants’ records. Beneficial owners will not receive written confirmation from DTC of their purchase.
Beneficial owners are, however, expected to receive written confirmations providing details of the transaction, as
well as periodic statements of their holdings, from the Direct or Indirect Participant through which the beneficial
owner entered into the transaction. Transfers of ownership interest in the Common Stock are accomplished by
entries made on the books of Direct and Indirect Participants acting on behalf of beneficial owners. Beneficial
owners will not receive certificates representing their ownership interest in the Common Stock, except in the event
that use of the book-entry system for the Common Stock is discontinued. Conveyance of notices and other
communications by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct
Participants and Indirect Participants to beneficial owners are governed by arrangements among them, subject to any
statutory or regulatory requirements as may be in effect from time to time.

To facilitate subsequent transfers, the shares of Common Stock deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by
an authorized representative of DTC. The deposit of Common Stock with DTC and its registration in the name of
Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no knowledge of the
actual beneficial owners of the Common Stock. DTC’s records reflect only the identity of the Direct Participants to
whose accounts are credited, which may or may not be the beneficial owners. The Direct and Indirect Participants
will remain responsible for keeping account of their holdings on behalf of their customers.

In those instances where a vote is required, neither DTC nor Cede & Co. (nor any other DTC nominee) will
consent or vote with respect to the Common Stock unless authorized by a Direct Participant. Under its usual
procedures, DTC mails an omnibus proxy to the Bank as soon as possible after the record date. The omnibus proxy
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Common Stock
is credited on the record date, which accounts are identified in a listing attached to the omnibus proxy.

Distributions and dividend payments on the Common Stock will be made to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the Bank or the
Bank’s agent on the payable date in accordance with their respective holdings shown on DTC’s records. Payments
by Direct or Indirect Participants to beneficial owners are governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in “street
name,” and are the responsibility of such Direct or Indirect Participant and not of DTC (nor its nominee), the Bank
or any agent of the Bank, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of distributions and dividends to Cede & Co. (or such other DTC nominee) is the responsibility of the Bank
or the Bank’s agent, disbursement of such payments to Direct Participants are the responsibility of DTC, and
disbursement of such payments to the beneficial owners are the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depositary with respect to the Common Stock at
any time by giving reasonable notice to the Bank or the Bank’s agent. Additionally, the Bank may decide to
discontinue the book-entry only system of transfers with respect to the Common Stock. Under such circumstances, if
a successor depositary is not obtained, the Bank will print and deliver certificates in fully registered form for the
Common Stock.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Bank believes to be reliable, but the Bank takes no responsibility for the accuracy thereof.



Transfer Agent

Computershare Inc. and Computershare Trust Company, N.A., collectively, act as registrar and transfer
agent for the Common Stock. Registration of transfers of shares of the Common Stock will be effected without
charge but only upon payment of any tax or other governmental charges that may be imposed in connection with any
transfer or exchange.

Certain Provisions of California Law and of the Articles and Bylaws
Amendment of Articles of Incorporation and Bylaws

Under California law, a California corporation cannot amend its articles of incorporation unless the
amendment is approved by the Board and, except for certain limited matters as prescribed by law, by the affirmative
vote of a majority of the outstanding shares entitled to vote, either before or after the approval by the Board, and in
matters affecting a particular class of shares, by the affirmative vote of holders of a majority of the outstanding
shares of that class. The Articles specify that amendments of certain provisions require the affirmative vote of two-
thirds of the outstanding shares entitled to vote. Additionally, under California law, a California bank cannot amend
its articles of incorporation unless the amendment is approved by the California Commissioner of Financial
Protection and Innovation (the “Commissioner”).

Under California law, the Board or the shareholders may adopt, amend or repeal the Bylaws with the
affirmative vote of a majority of the directors then in office or the affirmative vote of the holders of a majority of the
Bank’s shares entitled to be cast; provided, however, that Bylaws specifying a fixed number of directors, or the
maximum or minimum number of directors, or changing from a fixed to a variable Board or vice versa, may only be
adopted by the vote of a majority of the outstanding shares. Under California law, a bank may not amend the articles
of incorporation or its bylaws so as to reduce the number of directors below five.

Power to Authorize and Issue Additional Shares of Common Stock and Preferred Stock

The Board, with approval by an affirmative vote of a majority of the outstanding shares entitled to vote, and
in some cases, the approval by an affirmative vote of a majority of the outstanding shares of certain classes, has the
authority to amend the Articles to increase or decrease the aggregate number of shares of stock or the number of
shares of authorized stock of any class or series that the Bank has the authority to issue. The Board can cause the
Bank to issue additional authorized shares without shareholder approval, unless shareholder approval is required by
applicable law or by the rules of the NYSE. Although the Bank has no present intention of doing so, the Bank could
issue a class or series of stock that could delay, defer or prevent a transaction or a change in control of the Bank that
might involve a premium price for holders of Common Stock or otherwise be in their best interest.

Restrictions on the Bank’s Sale of Its Securities

Under California law, a California bank may not offer or sell its own securities unless the Commissioner
has issued a permit authorizing the sale, with certain limited exceptions. For a permit to be issued, the Commissioner
must find that the proposed sale is “fair, just, and equitable.”

Meetings of Shareholders

Under the Bylaws, with respect to annual meetings of shareholders, nominations of persons for election as
directors and the proposal of business to be considered may be made: (i) pursuant to the Bank’s notice of meeting;



(i1) by the Board; or (iii) by any shareholder entitled to vote at the meeting who has complied with the advance
notice procedures in the Bylaws; or (iv) by any eligible shareholder who has satisfied the requirements of the proxy
access provisions in the Bylaws.

Special meetings of shareholders may be called at any time by the Board or the Bank’s Chairman, if any,
President, if any, or shareholders entitled to cast at least one-tenth of the votes which all shareholders are entitled to
cast at an annual or special meeting of shareholders. Only business specified in the notice of a special meeting of
shareholders may be conducted at the meeting. Nominations of persons for election as directors at a special meeting
at which directors are to be elected may be made: (i) by the Board; or (ii) by any shareholder entitled to vote at the
meeting who has complied with the advance notice procedures in the Bylaws.

Board of Directors

Under the Bylaws, the number of directors will not be less than nine nor more than fifteen. Under the
Bylaws, the exact number of directors is fixed, from time to time, by the approval of the Board. No person may
serve as a director if that person is not qualified to serve as a director under applicable banking laws or regulations
or if that person’s service as a director is opposed in writing by any bank regulatory official having jurisdiction over
the Bank.

The Board is not divided into different classes of directors. At each annual meeting of shareholders, in an
uncontested election, each nominee receiving the affirmative vote of the majority of the shares present or
represented and voting (and a majority of shares required to constitute a quorum) will be elected as a director and, in
a contested election, the nominees receiving the highest number of votes will be elected as directors.

Supermajority Voting for Fundamental Transactions

The Articles require the approval of two-thirds of the outstanding shares of Common Stock entitled to vote
to approve a merger or consolidation with or into any other corporation or a sale or lease of all or a substantial part
of the Bank’s assets to any other corporation, person or other entity, unless such transaction was previously approved
by the Board or is with a majority-owned subsidiary of the Bank.

Removal of Directors

Any or all of the directors may be removed without cause if such removal is approved by a majority of the
outstanding Common Stock, except that no director may be removed (unless the entire Board is removed) when the
votes cast against removal, or not consenting in writing to removal, would be sufficient to elect such director if
voted cumulatively at an election in which the same total number of votes were cast and the entire number of
directors authorized at the most recent election were then being elected.

Limitation of Liability and Indemnification

California law permits the Bank to include in the Articles a provision limiting the liability of the Bank’s
directors to the Bank and the Bank’s shareholders for money damages, except for liability resulting from: (i) acts or
omissions that involve intentional misconduct or a knowing and culpable violation of law; (ii) acts or omissions that
a director believes to be contrary to the best interests of the corporation or its shareholders or that involve the
absence of good faith on the part of the director; (iii) any transaction from which a director derived an improper
personal benefit;(iv) acts or omissions that show a reckless disregard for the director’s duty to the corporation or its
shareholders in circumstances in which the director was aware, or should have been aware, in the ordinary course of



performing a director’s duties, of a risk of serious injury to the corporation or its shareholders; (v) acts or omissions
that constitute an unexcused pattern of inattention that amounts to an abdication of the director’s duty to the
corporation or its shareholders; (vi) acts arising from an interested director transaction listed under Section 310 of
the CGCL; or (vii) acts arising from the approval of specific corporate action listed under Section 316 of the CGCL.

The Articles and Bylaws contain provisions which eliminate directors’ liability to the fullest extent
permitted by California law. Under California law and the Bylaws, the Bank is authorized to obtain and have
obtained directors’ and officers’ liability insurance.

California law grants the Bank the power to indemnify any person who was or is a party or is threatened to
be made a party to any proceeding (other than an action by or in the right of the corporation to procure a judgment in
its favor) by reason of the fact that the person is or was an agent of the corporation (including but not limited to a
director, officer or employee) against expenses, judgments, fines, settlements, and other amounts actually and
reasonably incurred in connection with the proceeding if that person acted in good faith and in a manner the person
reasonably believed to be in the best interests of the corporation and, in the case of a criminal proceeding, had no
reasonable cause to believe the conduct of the person was unlawful. California law permits the Bank to advance
expenses incurred in defending any proceeding prior to its final disposition upon receipt of an undertaking by or on
behalf of the agent to repay that amount if it is determined ultimately that the agent is not entitled to be indemnified.

California law does not allow the Bank to indemnify the Bank’s agents for: (i) any claim, issue or matter as
to which the person has been adjudged to be liable to the corporation in the performance of that person’s duty to the
corporation and its shareholders, unless and only to the extent that the court in which the proceeding is or was
pending will determine upon application that, in view of all the circumstances of the case, the person is fairly and
reasonably entitled to indemnity for expenses and then only to the extent that the court determines; (ii) any amounts
paid in settling or otherwise disposing of a pending action without court approval; and (iii) any expenses incurred in
defending a pending action which is settled or otherwise disposed of without court approval.

The Articles and Bylaws state that the Bank will, to the fullest extent permitted by California law, provide
indemnification to the Bank’s agents against losses if they acted in good faith and in a manner they reasonably
believed to be in the best interests of the corporation and, in the case of a criminal proceeding, if they had no
reasonable cause to believe their conduct was unlawful. Except in the case of expenses incurred in a successful
defense, indemnification requires that the person to be indemnified is determined to have met the necessary standard
of conduct by (i) a majority of a quorum of directors who are not parties to the proceeding, (ii) if such a quorum is
unobtainable, by independent legal counsel in a written opinion, (iii) approval of shareholders as set forth in Section
153 of the CGCL or (iv) the court in which the proceeding is or was pending. Under federal banking law, the Bank
may not indemnify the Bank’s agents against liability or legal expenses with regard to certain administrative
proceedings or civil actions brought by the FDIC. The Bank have entered into agreements with the Bank’s directors
indemnifying them to the fullest extent permitted by law and all applicable limitations imposed by the FDIC and the
California Department of Financial Protection and Innovation.

DESCRIPTION OF DEPOSITARY SHARES
General

The Articles permit the Board to issue one or more series of Preferred Stock, fix the number of shares and
determine the rights, preferences, privileges and restrictions of any such series of Preferred Stock. There are



currently seven series of Preferred Stock issued and outstanding: (1) a series of 200,000 shares of 5.125%
Noncumulative Perpetual Series H Preferred Stock (“Series H Preferred Stock™), represented by 8,000,000
depositary shares, each representing a 1/40th interest in a share of Series H Preferred Stock (the “Series H
Depositary Shares”); (2) a series of 300,000 shares of 5.50% Noncumulative Perpetual Series I Preferred Stock
(“Series I Preferred Stock™), represented by 12,000,000 depositary shares, each representing a 1/40th interest in a
share of Series I Preferred Stock (the “Series I Depositary Shares”); (3) a series of 395,000 shares of 4.70%
Noncumulative Perpetual Series J Preferred Stock (“Series J Preferred Stock™), represented by 15,800,000
depositary shares, each representing a 1/40th interest in a share of Series J Preferred Stock (the “Series J Depositary
Shares™); (4) a series of 500,000 shares of 4.125% Noncumulative Perpetual Series K Preferred Stock (“Series K
Preferred Stock™), represented by 20,000,000 depositary shares, each representing a 1/40th interest in a share of
Series K Preferred Stock (the “Series K Depositary Shares”); (5) a series of 747,500 shares of 4.250%
Noncumulative Perpetual Series L Preferred Stock (“Series L Preferred Stock™), represented by 29,900,000
depositary shares, each representing a 1/40th interest in a share of Series L Preferred Stock (the “Series L Depositary
Shares”); (6) a series of 750,000 shares of 4.000% Noncumulative Perpetual Series M Preferred Stock (“Series M
Preferred Stock”), represented by 30,000,000 depositary shares, each representing a 1/40th interest in a share of
Series M Preferred Stock (the “Series M Depositary Shares”); and (7) a series of 740,000 shares of 4.500%
Noncumulative Perpetual Series N Preferred Stock (“Series N Preferred Stock™), represented by 29,600,000
depositary shares, each representing a 1/40th interest in a share of Series N Preferred Stock (the “Series N
Depositary Shares”).

Each series of Preferred Stock is fully paid and nonassessable. Computershare Inc. and Computershare
Trust Company, N.A., (collectively, the “depositary”) is the sole holder of each series of Preferred Stock. The
holders of the Series H Depositary Shares, Series I Depositary Shares, Series J Depositary Shares, Series K
Depositary Shares, Series L Depositary Shares, Series M Depositary Shares and Series N Depositary Shares will be
required to exercise their proportional rights in the corresponding shares of Preferred Stock through the depositary.

The transfer agent, registrar and dividends disbursing agent for each series of Preferred Stock is
Computershare Inc. and Computershare Trust Company, N.A., collectively.

DESCRIPTION OF DEPOSITARY SHARES, each representing a 1/40th interest in a share of Series H
Preferred Stock

Ranking

The Series H Preferred Stock ranks senior to the Common Stock and any other class or series of Preferred
Stock that by its terms ranks junior to the Series H Preferred Stock, and at least equally with the Series I Preferred
Stock, Series J Preferred Stock, Series K Preferred Stock, Series L Preferred Stock, Series M Preferred Stock and
Series N Preferred Stock and with all future series of Preferred Stock that the Bank may issue (except for any senior
stock that may be issued with the requisite consent of the holders of the Series H Preferred Stock and all other Series
H Parity Stock (as defined below)), with respect to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up.

Dividends

Holders of Series H Preferred Stock are entitled to receive, when and as declared by the Board (or a duly
authorized committee thereof), out of funds legally available for the payment of distributions, cash dividends that



are noncumulative and payable quarterly, at the rate of 5.125% of the liquidation preference per annum (equivalent
to $51.25 per annum per share of Series H Preferred Stock). Dividends on the Series H Preferred Stock, if declared,
are payable quarterly on the 30th day of each March, June, September and December, or, if any such date is not a
business day, the immediately preceding business day. A dividend period means each period commencing on (and
including) a dividend payment date and continuing to (but excluding) the next succeeding dividend payment date,
except that the first dividend period for the initial issuance of shares of Series H Preferred Stock commenced upon
(and includes) the date of original issuance of those shares. If additional shares of Series H Preferred Stock are
issued at a future date, the first dividend period for such shares will commence upon (and include) the later of the
date of original issuance of Series H Preferred Stock and the first day of the quarterly period in which such later date
of issue occurs. That dividend and any dividend payable on the Series H Preferred Stock for any other partial
dividend period will be computed on the basis of a 360-day year consisting of twelve 30-day months. The Bank will
pay dividends to holders of record of Series H Preferred Stock as they appear in the Bank’s share records at the close
of business on the applicable record date designated by the Board for the payment of dividends that is not more than
60 nor less than 10 days prior to such dividend payment date; provided, however, that if the date fixed for
redemption of any Series H Preferred Stock occurs after a dividend is authorized and declared but before it is paid,
such dividend shall be paid as part of the redemption price to the person to whom the redemption price is paid.

No dividends on the Series H Preferred Stock will be declared or be paid or set aside for payment at any
time when the terms and provisions of any of the Bank’s agreements, including any agreement relating to its
indebtedness, prohibits such declaration, payment or setting aside for payment or provides that such declaration,
payment or setting aside for payment would constitute a breach of or a default under such agreement, or if such
authorization or payment is restricted or prohibited by law.

Dividends are not cumulative. If the Bank fails to declare a dividend for any dividend payment date, then
that dividend will not accumulate and be payable, the holders of the Series H Preferred Stock will have no right to
receive a dividend related to that dividend period, and the Bank will have no obligation to pay a dividend for the
related dividend period or to pay any interest, whether or not dividends on the Series H Preferred Stock are declared
for any future dividend period. If the Bank fails to pay or set aside for payment scheduled dividends (whether or not
declared) with respect to any six dividend periods (whether or not consecutive), holders of Series H Preferred Stock
are entitled to vote for the election of two directors, as described below under “-Voting Rights.”

Full dividends will not be declared or paid or set apart for payment on any Preferred Stock ranking on
parity with the Series H Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up (“Series H Parity Stock™) or any other shares of capital stock that rank junior to the Series
H Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation, dissolution or winding up
(“Series H Junior Stock”) during any dividend period unless dividends on the Series H Preferred Stock for that
dividend period are declared and paid in full. When such cash dividends are not paid in full, or a sum sufficient for
the full payment is not set aside, dividends upon shares of Series H Preferred Stock and dividends on other Series H
Parity Stock payable during the dividend period will be declared pro rata so that the amount of dividends payable
per share on the Series H Preferred Stock and any other Series H Parity Stock will in all cases bear to each other the
same ratio that full dividends for the then-current dividend period on the shares of Series H Preferred Stock and full
dividends, including required or permitted accumulations, if any, on shares of the other Series H Parity Stock, bear
to each other. If full dividends on the Series H Preferred Stock have not been declared and paid or set aside for
payment for a dividend period, the following restrictions will apply for that dividend period:

* no dividend or distribution, other than in shares of Series H Junior Stock, may be declared, set aside for
payment or paid on any shares of stock of any class or series of Series H Junior Stock;



« the Bank may not redeem, purchase or otherwise acquire any Series H Junior Stock, and no monies may be
paid to or made available for a sinking fund for the redemption of any Series H Junior Stock, except by
conversion into or exchange for Series H Junior Stock, or by the tendering of Series H Junior Stock in
payment for the exercise of options under the Bank’s stock option plans then in effect; and

« the Bank may not redeem, purchase or otherwise acquire any shares of the Series H Preferred Stock other
than pursuant to pro rata offers to purchase or exchange, or a concurrent redemption of all of, the
outstanding shares of Series H Preferred Stock.

There can be no assurances that any dividends on the Series H Preferred Stock will be declared or, if
declared, what the amounts of dividends will be or whether these dividends, if declared for any dividend period, will
continue for any future dividend period. The declaration and payment of future dividends on the Series H Preferred
Stock will be subject to business conditions, regulatory considerations, the Bank’s earnings and financial condition
and the judgment of the Board.

See “Item 1. Business—Supervision and Regulation—Restrictions on Dividends and Other Distributions”
in this Annual Report on Form 10-K for bank regulatory restrictions on the Bank’s ability to pay dividends on the
Bank’s capital stock.

Liquidation Rights

Upon any voluntary or involuntary liquidation, dissolution or winding up of First Republic Bank, the
holders of the outstanding shares of Series H Preferred Stock are entitled to be paid out of the assets of First
Republic Bank legally available for distribution to the Bank’s shareholders, before any distribution of assets is made
to holders of Common Stock or any other Series H Junior Stock, a liquidating distribution in the amount of a
liquidation preference of $1,000 per share, plus the sum of any declared and unpaid dividends for dividend periods
prior to the dividend period in which the liquidation distribution is made and declared and unpaid dividends for the
then current dividend period in which the liquidation distribution is made to the date of such liquidation distribution.
After payment of the full amount of the liquidating distributions to which they are entitled, the holders of Series H
Preferred Stock will have no right or claim to any of the Bank’s remaining assets.

Distributions will be made only to the extent that the Bank’s assets that are available after satisfaction of all
liabilities to depositors, and creditors and subject to the rights of any securities ranking senior to the Series H
Preferred Stock. If the Bank’s remaining assets are not sufficient to pay the full liquidating distributions to the
holders of all outstanding Series H Preferred Stock and all Series H Parity Stock, then the Bank will distribute the
Bank’s assets to those holders pro rata in proportion to the full liquidating distributions to which they would
otherwise have received.

For purposes of the liquidation rights, neither the sale, conveyance, lease, exchange or transfer (for cash,
shares of stock, securities or other consideration) of all or substantially all of the Bank’s property or business, nor the
consolidation or merger by the Bank with or into any other entity or by another entity with or into the Bank will
constitute a liquidation, dissolution or winding up of the Bank. If the Bank enters into any merger or consolidation
transaction with or into any other entity and the Bank is not the surviving entity in such transaction, the Series H
Preferred Stock may be converted into shares of the surviving or successor corporation or the direct or indirect
parent of the surviving or successor corporation having terms identical to the terms of the Series H Preferred Stock
set forth herein.



Conversion Rights

The Series H Preferred Stock is not convertible into or exchangeable for any other of the Bank’s property,
interests or securities.

Redemption Rights
Optional Redemption

The Series H Preferred Stock is not subject to any mandatory redemption, sinking fund or other similar
provisions. However, the Series H Preferred Stock may be redeemed on or after June 30, 2022, with not less than 30
days’ and not more than 60 days’ notice (“Series H Optional Redemption”). On that date or any date thereafter, the
Bank may redeem the Series H Preferred Stock from time to time, in whole or in part, at the Bank’s option, for cash,
subject to the approval of the appropriate federal banking agency (and any state banking agency, as may be required
by law), at the cash redemption price provided below. Dividends will not accrue on those shares of Series H
Preferred Stock on and after the redemption date. Neither the holders of Series H Preferred Stock nor the holders of
the Series H Depositary Shares have the right to require the redemption or repurchase of the Series H Preferred
Stock.

Redemption Following a Regulatory Capital Event

The Bank may redeem the Series H Preferred Stock, in whole but not in part, for cash, at any time within
90 days following a Series H Regulatory Capital Treatment Event, at the Bank’s option, subject to the approval of
the appropriate federal banking agency, at the cash redemption price provided below (“Series H Regulatory Event
Redemption”). A “Series H Regulatory Capital Treatment Event” means the Bank’s good faith determination that, as
a result of (i) any amendment to, or change in, the laws or regulations of the United States or any political
subdivision of or in the United States that is enacted or becomes effective after the initial issuance of the Series H
Preferred Stock; (ii) any proposed change in those laws or regulations that is announced after the initial issuance of
the Series H Preferred Stock; or (iii) any official administrative decision or judicial decision or administrative action
or other official pronouncement interpreting or applying those laws or regulations that is announced after the initial
issuance of the Series H Preferred Stock, there is more than an insubstantial risk that the Bank will not be entitled to
treat the full liquidation value of the Series H Preferred Stock then outstanding as “Tier 1 Capital” (or its equivalent)
for purposes of the capital adequacy guidelines of the FDIC (or, as and if applicable, the capital adequacy guidelines
or regulations of any successor appropriate federal banking agency), as then in effect and applicable, for as long as
any share of Series H Preferred Stock is outstanding. Dividends will not accrue on those shares of Series H Preferred
Stock on and after the redemption date.

Redemption Price

The redemption price for any redemption of Series H Preferred Stock, whether a Series H Optional
Redemption or Series H Regulatory Event Redemption, will be equal to $1,000 per share of Series H Preferred
Stock (equivalent to $25 per Series H Depositary Share) plus the sum of any declared and unpaid dividends for prior
dividend periods and accrued but unpaid and undeclared dividends for the then-current dividend period to, but
excluding, the date of redemption.
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Redemption Procedures

If the Bank elects to redeem any shares of Series H Preferred Stock, the Bank will provide notice by first
class mail, postage prepaid, addressed to the holders of record of the shares of Series H Preferred Stock to be
redeemed, mailed not less than 30 days and not more than 60 days before the date fixed for redemption thereof
(provided, however, that if the shares of Series H Preferred Stock or the Series H Depositary Shares are held in
book-entry form through DTC, the Bank may give this notice in any manner permitted by DTC). Any notice mailed
or otherwise given as provided in this paragraph will be conclusively presumed to have been duly given, whether or
not the holder receives this notice, and failure duly to give this notice by mail or otherwise, or any defect in this
notice or in the mailing or provision of this notice, to any holder of shares of Series H Preferred Stock designated for
redemption will not affect the redemption of any other shares of Series H Preferred Stock. Each notice of
redemption shall state:

*  the redemption date;

* the redemption price;

e if fewer than all shares of Series H Preferred Stock are to be redeemed, the number of shares of Series H
Preferred Stock to be redeemed; and

*  the manner in which holders of Series H Preferred Stock called for redemption may obtain payment of the
redemption price in respect to those shares.

If notice of redemption of any shares of Series H Preferred Stock has been given and if the funds necessary
for such redemption have been set aside by the Bank in trust for the benefit of the holders of any shares of Series H
Preferred Stock so called for redemption, then from and after the redemption date such shares of Series H Preferred
Stock will no longer be deemed outstanding, and all rights of the holders of such shares will terminate, except the
right to receive the redemption price, without interest.

In the case of any redemption of only part of the Series H Preferred Stock at the time outstanding, the
shares of Series H Preferred Stock to be redeemed will be selected either pro rata or by lot. Subject to the provisions
hereof, the Board will have the full power and authority to prescribe the terms and conditions upon which shares of
Series H Preferred Stock may be redeemed from time to time.

The Series H Preferred Stock has no stated maturity and will not be subject to any sinking fund or
mandatory redemption provisions.

Regulatory Restrictions on Redemption Rights

Under current risk-based capital regulations, a bank insured by the FDIC may not redeem shares of
Preferred Stock included as Tier 1 capital without the prior approval of the FDIC. Any redemption of the Series H
Preferred Stock is subject to the Bank’s receipt of any required prior approval by the FDIC and the Commissioner
and to the satisfaction of any conditions in the capital guidelines or regulations of the FDIC applicable to such
redemption. Ordinarily, the FDIC would not permit such a redemption unless the FDIC determines that the bank’s
condition and circumstances warrant the reduction of a source of permanent capital.

Voting Rights

Registered owners of Series H Preferred Stock will not have any voting rights, except as set forth below or
as otherwise required by law.
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On any matter in which the Series H Preferred Stock is entitled to vote as a class with holders of any other
shares upon which like voting rights have been conferred and are exercisable, including any action by written
consent, each share of Series H Preferred Stock are entitled to one vote. As more fully described under “-Description
of the Depositary Shares,” the depositary, as holder of all Series H Preferred Stock, will grant 1/40th of a vote per
depositary share to the registered owner of each Series H Depositary Share so that each Series H Depositary Share is
entitled to exercise its proportionate voting rights.

If at any time the full amount of dividends on the Series H Preferred Stock have not been paid or set aside
for payment (whether or not declared) for any six dividend periods (whether or not consecutive), holders of the
Series H Depositary Shares voting as a single class together with holders of any other stock, including the Series I
Preferred Stock, Series J Preferred Stock, Series K Preferred Stock, Series L Preferred Stock, Series M Preferred
Stock and Series N Preferred Stock that ranks on a parity with the Series H Preferred Stock as to payment of
dividends and that has voting rights equivalent to those described in this paragraph (“Series H Voting Parity Stock™),
are entitled to elect the Preferred Stock Directors at any annual meeting of shareholders or any special meeting of
the holders of Series H Preferred Stock and any Series H Voting Parity Stock, and the holders of the Common Stock
are entitled to vote for the election of the remaining number of directors authorized by the Articles or Bylaws. The
Board will at no time have more than two Preferred Stock Directors.

If, at any time after the right to elect directors is vested in the Series H Preferred Stock, the holders of the
Series H Preferred Stock and any Series H Voting Parity Stock call a special meeting of shareholders for the election
of directors, and at the time the special meeting is called, the election of the Preferred Stock Directors to the Board
would cause the number of directors to exceed the maximum number authorized under the Articles or Bylaws, then
the holders of Series H Preferred Stock and any Series H Voting Parity Stock, voting as a single class, shall be
entitled to elect the Preferred Stock Directors and the Common Stock shall be entitled to elect the remaining number
of authorized directors, the terms of office of all persons who were directors immediately prior to the special
meeting shall terminate, and the directors elected by the holders of the Bank’s Series H Preferred Stock and any
Series H Voting Parity Stock and the directors elected by the holders of the Common Stock shall constitute the
directors of the Bank until the next annual meeting.

The Preferred Stock Directors elected at any such special meeting will hold office until the next annual
meeting of the Bank’s shareholders unless they have been previously terminated as described below. Except as
otherwise provided for by applicable law, any Preferred Stock Director may be removed only by the vote of the
holders of record of the outstanding Series H Preferred Stock entitled to vote (voting together as a single class with
holders of any Series H Voting Parity Stock). As long as the right to elect Preferred Stock Directors is continuing,(i)
any vacancy in the office of any Preferred Stock Director may be filled by the vote of the holders of record of the
outstanding Series H Preferred Stock entitled to vote (voting together as a single class with holders of any Series H
Voting Parity Stock), and (ii) in the case of the removal of any Preferred Director, the vacancy may be filled by the
vote of the holders of the outstanding Series H Preferred Stock entitled to vote (voting together as a single class with
holders of any Series H Voting Parity Stock) at the same meeting at which such removal shall be voted. Until the
time that any such vacancy is filled at a shareholder meeting as provided above, a successor shall be elected by the
Board to serve until the next such shareholder meeting upon the nomination of the then remaining Preferred Stock
Director.

Whenever all dividends on the Series H Preferred Stock and any other stock upon which like voting rights
have been conferred and are exercisable have been paid in full for four consecutive dividend periods (or otherwise
for at least one year), then the right of the holders of Series H Preferred Stock to elect the Preferred Stock Directors
will cease (but subject always to the same provisions for the vesting of these voting rights in the case of any similar
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non-payment of dividends in respect of future dividend periods), and if no other shareholders have like voting rights
that are then exercisable, the terms of office of all Preferred Stock Directors will immediately terminate.

The Bank cannot take any of the following actions without the affirmative vote or written consent of
holders of at least two-thirds of the outstanding shares of Series H Preferred Stock:

«  create any class or series of shares that ranks, as to dividends or distribution of assets, senior to the Series H
Preferred Stock; or

+ alter or change the provisions of the Articles, the Certificate of Determination governing the Series H
Preferred Stock or the Bylaws so as to adversely affect the voting powers, preferences or special rights of
the holders of the Series H Preferred Stock;

provided, however, that with respect to the occurrence of any event listed in the second bullet point above,
so long as any shares of Series H Preferred Stock remain outstanding with the terms thereof unchanged or new
shares of the surviving corporation or entity are issued with the identical terms as the Series H Preferred Stock, in
each case taking into account that upon the occurrence of this event the Bank may not be the surviving entity, the
occurrence of any such event shall not, except as provided by law, be deemed to adversely affect any right,
preference, privilege or voting power of the Series H Preferred Stock or the holders thereof, and provided, further,
that any increase in the amount of the Bank’s authorized Common Stock or Preferred Stock or the creation or
issuance of any other P Series H arity Stock or Series H Junior Stock and any change to the number of directors or
number of classes of directors shall not be deemed to adversely affect such rights, preferences, privileges or voting

powers.

Under California law, in addition to any required approval by its board of directors or its voting
shareholders, an amendment to the articles of incorporation of a California corporation also must be approved by the
affirmative vote of a majority of the outstanding shares of a class of shares, whether or not such class is entitled to a
vote by the articles of incorporation, if the amendment proposes to: (i) increase or decrease the aggregate number of
authorized shares of such class; (ii) effect an exchange, reclassification, or cancellation of all or part of the shares of
such class; (iii) effect an exchange, or create a right of exchange, of all or part of the shares of another class into the
shares of such class; (iv) change the rights, preferences, privileges or restrictions of the shares of such class; (v)
create a new class of shares having rights, preferences or privileges prior to the shares of such class, or increase the
rights, preferences or privileges or the number of authorized shares of any class having rights, preferences or
privileges prior to the shares of such class; (vi) in the case of preferred shares, divide the shares of any class into
series having different rights, preferences, privileges or restrictions or authorize the board to do so; or (vii) cancel or
otherwise affect dividends on the shares of such class which have accrued but have not been paid.

The holders of Series H Preferred Stock will have no voting rights if the Bank redeems all outstanding
Series H Preferred Stock (or call for redemption all outstanding Series H Preferred Stock and deposit sufficient
funds in a trust to effect the redemption) on or before the time the act occurs that would otherwise require a vote.

Regulatory Risk of Voting Rights

Although the Bank does not believe that any series of its Preferred Stock is considered “voting securities”
for purposes of the BHCA, if one or more series were to become a class of “voting securities,” whether because the
Bank has missed six dividend payments and, as a result, holders of the Preferred Stock have the right to elect
directors, or for other reasons, a “company” (as that term is defined for purposes of the BHCA) that owns or controls
25% or more of such class, or less than 25% if it otherwise exercises any “controlling influence” over the Bank
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(including by holding 25% or more or, in some cases, one-third or more of the Bank’s total equity), may then be
subject to regulation as a bank holding company in accordance with the BHCA. In addition, if one or more series of
Preferred Stock becomes a class of “voting securities”:

e any bank holding company may be required to obtain the prior approval of the Federal Reserve to acquire
or retain more than 5% of such series of Preferred Stock;

» any person (or group of persons acting in concert) other than a bank holding company may be required to
obtain the approval of the FDIC under the CIBCA to acquire or retain 10% or more such series of Preferred
Stock; and

*  any person may be required to obtain the prior approval of the Commissioner before acquiring “control” of
the Bank, as defined in California statutes and regulations.

Holders of Preferred Stock should consult their own counsel with regard to regulatory implications.

Description of Series H Depositary Shares
General

The Series H Preferred Stock are deposited with the depositary, under a deposit agreement. Each Series H
Depositary Share will represent a 1/40th fractional ownership interest in a share of Series H Preferred Stock. Subject
to the terms of the deposit agreement, each holder of a Series H Depositary Share is entitled to all the rights and
preferences of a 1/40th fractional ownership interest in a share of Series H Preferred Stock (including dividend,
voting, redemption and liquidation rights and preferences). Immediately following the Bank’s issuance of the Series
H Preferred Stock, the Bank will deposit the Series H Preferred Stock with the depositary, which upon the Bank’s
instructions will issue and deliver the Series H Depositary Shares to DTC for credit to the accounts of such
participants of DTC and in such amounts as Merrill Lynch, Pierce, Fenner & Smith Incorporated, Morgan Stanley &
Co. LLC, UBS Securities LLC and Wells Fargo Securities, LLC shall specify.

Listing
The Series H Preferred Depositary Shares are listed on the NYSE under the symbol “FRC-PrH.”
Dividends

Each dividend payable on a Series H Depositary Share is in an amount equal to 1/40th of the dividend
declared and payable on each share of Series H Preferred Stock.

The depositary will distribute all cash dividends paid on the Series H Preferred Stock to the record holders
of the Series H Depositary Shares in proportion to the number of Series H Depositary Shares held by the holders.
The depositary will distribute only such amount, however, as can be distributed without attributing to any holder of
Series H Depositary Shares a fraction of one cent, and any balance not so distributable will be held by the depositary
(without liability for interest thereon) and will be added to and be treated as part of the next sum received by the
depositary for distribution to record holders of Series H Depositary Shares then outstanding.

If a dividend is other than in cash and it is feasible for the depositary to distribute the property it receives,
the depositary, upon written instructions from the Bank, will distribute the property to the record holders of the
Series H Depositary Shares . If such a distribution is not feasible and the Bank so directs, the depositary will sell on
behalf of the holders of Series H Depositary Shares the property and distribute the net proceeds from the sale to the
holders of the Series H Depositary Shares in proportion to the number of Series H Depositary Shares held by the
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holders.

Record dates for the payment of dividends and other matters relating to the Series H Depositary Shares will
be the same as the corresponding record dates for the Series H Preferred Stock.

The amounts distributed to holders of Series H Depositary Shares will be reduced by any amounts required
to be withheld by the depositary or by the Bank on account of taxes or other governmental charges. The depositary
may refuse to make any payment or distribution, or any transfer, exchange or withdrawal of any Series H Depositary
Shares or the Series H Preferred Stock until such taxes or other governmental charges are paid. To the extent that the
depositary determines that amounts are required to be withheld in relation to the distribution of any property
pursuant to the deposit agreement, the depositary may, in certain circumstances, sell all or a portion of such property
to pay such taxes and distribute the balance of the net proceeds (after the deduction of such taxes) to the holder of
the Series H Depositary Shares in proportion to the number of Series H Depositary Shares held by the holder.

Liquidation Preference

In the event of any liquidation, dissolution or winding up of the Bank’s affairs, the holders of the Series H
Depositary Shares are entitled to 1/40th of the liquidation preference accorded each share of Series H Preferred
Stock.

If the Bank consolidates or merges with or into any other entity or the Bank sells, leases, transfers or
conveys all or substantially all of the Bank’s property or business, the Bank will not be deemed to have liquidated,
dissolved or wound up. In the event of the Bank’s liquidation, dissolution or winding up, a holder of Series H
Depositary Shares will receive the fraction of the liquidation preference accorded each share of underlying Series H
Preferred Stock represented by the Series H Depositary Shares.

Redemption

Whenever the Bank redeems any of the Series H Preferred Stock held by the depositary, the depositary will
redeem as of the same redemption date, from the proceeds received by the depositary resulting from the redemption
of the Series H Preferred Stock held by the depositary, the number of Series H Depositary Shares representing the
redeemed Series H Preferred Stock. A notice of the redemption furnished by the Bank will be mailed by the
depositary by first class mail, postage prepaid, not less than 30 nor more than 60 days before the date fixed for
redemption thereof, addressed to the respective holders of record of the Series H Depositary Shares to be redeemed
at their respective addresses as they appear on the share transfer records of the depositary (provided, however, that if
the Series H Depositary Shares are held in book-entry form through DTC, the Bank may give this notice in any
manner permitted by DTC). A failure to give such notice or any defect in the notice or in the Bank’s mailing will not
affect the validity of the proceedings for the redemption of any shares of Series H Preferred Stock or Series H
Depositary Shares except as to the holder to whom notice was defective or not given. Each notice shall state:

*  the redemption date;

* the redemption price;

e if fewer than all shares of Series H Preferred Stock are to be redeemed, the number of shares of Series H
Preferred Stock to be redeemed (and the corresponding number of Series H Depositary Shares ); and

» the place or places where the depositary receipts evidencing the Series H Depositary Shares are to be
surrendered for payment of the redemption price.
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If the Bank redeems fewer than all of the outstanding shares of Series H Preferred Stock, the depositary
will select the corresponding number of Series H Depositary Shares to be redeemed pro rata or by lot. In any such
case, Series H Depositary Shares will be redeemed only in increments of 40 Series H Depositary Shares and any
integral multiple thereof, and the notice mailed to such holder shall also specify the number of Series H Depositary
Shares to be redeemed from such holder.

The holders of Series H Depositary Shares at the close of business on a dividend record date are entitled to
receive the dividend payable with respect to the Series H Depositary Shares evidenced by such Series H Depositary
Shares on the corresponding dividend payment date notwithstanding the redemption of the Series H Depositary
Shares between such dividend record date and the corresponding dividend payment date or the Bank’s default in the
payment of the dividend due. Except as provided above, the Bank will make no payment or allowance for unpaid
dividends on the Series H Preferred Stock or Series H Depositary Shares to be redeemed.

Voting

Because each Series H Depositary Share represents a 1/40th ownership interest in a share of Series H
Preferred Stock, holders of depositary receipts are entitled to vote 1/40th of a vote per Series H Depositary Share
under those limited circumstances in which holders of the Series H Preferred Stock are entitled to vote, as described
above.

When the depositary receives notice of any meeting at which the holders of the Series H Preferred Stock
are entitled to vote, the depositary will mail the information contained in the notice to the record holders of the
Series H Depositary Shares relating to the Series H Preferred Stock. Each record holder of the Series H Depositary
Shares on the record date, which will be the same date as the record date for the Series H Preferred Stock, may
instruct the depositary to vote the amount of the Series H Preferred Stock represented by the holder’s Series H
Depositary Shares. To the extent possible, the depositary will vote the amount of the Series H Preferred Stock
represented by Series H Depositary Shares in accordance with the instructions it receives. The Bank will agree to
take all reasonable actions that the depositary determines are necessary to enable the depositary to vote as instructed.
If the depositary does not receive specific instructions from the holders of any Series H Depositary Shares
representing the Series H Preferred Stock, it will abstain from voting with respect to such shares (but shall appear at
the meeting with respect to such shares unless directed to the contrary).

Withdrawal of Series H Preferred Stock

Upon surrender of Series H Depositary Shares at the principal office of the depositary, upon payment of
any unpaid amount due the depositary, and subject to the terms of the deposit agreement, the owner of the Series H
Depositary Shares evidenced thereby is entitled to delivery of the number of shares of Series H Preferred Stock and
all money and other property, if any, represented by such Series H Depositary Shares. Only whole shares of Series H
Preferred Stock may be withdrawn. If the Series H Depositary Shares surrendered by the holder in connection with
withdrawal exceed the number of Series H Depositary Shares that represent the number of whole shares of Series H
Preferred Stock to be withdrawn, the depositary will deliver to that holder at the same time a new depositary receipt
evidencing the excess number of Series H Depositary Shares. Holders of Series H Preferred Stock thus withdrawn
will not thereafter be entitled to deposit such shares under the deposit agreement or to receive Series H Depositary
Shares therefor.
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Miscellaneous

The depositary will forward to the holders of Series H Depositary Shares any reports and communications
from the Bank with respect to the underlying Series H Preferred Stock. Neither the Bank nor the depositary will be
liable if any law or any circumstances beyond their control prevent or delay them from performing their obligations
under the deposit agreement. The obligations of the Bank and a depositary under the deposit agreement will be
limited to performing their duties without bad faith, gross negligence or willful misconduct. Neither the Bank nor a
depositary must prosecute or defend any legal proceeding with respect to any Series H Depositary Shares or the
underlying Series H Preferred Stock unless they are furnished with satisfactory indemnity. Both the Bank and the
depositary may rely on the written advice of counsel or accountants, or information provided by holders of Series H
Depositary Shares or other persons they believe in good faith to be competent, and on documents they believe in
good faith to be genuine and signed by a proper party. In the event a depositary receives conflicting claims, requests
or instructions from the Bank and any holders of Series H Depositary Shares, the depositary are entitled to act on the
claims, requests or instructions received from the Bank.

Book Entry, Delivery and Form

DTC acts as securities depositary for the Series H Depositary Shares. The Series H Depositary Shares are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC.

DTC has advised the Bank that it is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered under the provisions of Section 17A of the Exchange Act. DTC holds securities that its
Direct Participants deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of
sales and other securities transactions in deposited securities through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of DTCC.
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or through Indirect Participants. The rules applicable to DTC and its Direct and
Indirect Participants are on file with the SEC. More information about DTC can be found at www.dtcc.com.

Purchases of Series H Depositary Shares under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series H Depositary Shares on DTC’s records. The ownership
interest of the beneficial owner is in turn recorded on the Direct and Indirect Participants’ records. Beneficial owners
will not receive written confirmation from DTC of their purchase. Beneficial owners are, however, expected to
receive written confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the beneficial owner entered into the transaction. Transfers of
ownership interest in the Series H Depositary Shares are accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates
representing their ownership interest in the Series H Depositary Shares, except in the event that use of the book-
entry system for the Series H Depositary Shares is discontinued. Conveyance of notices and other communications
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by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to beneficial owners are governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

To facilitate subsequent transfers, the Series H Depositary Shares deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested
by an authorized representative of DTC. The deposit of Series H Depositary Shares with DTC and its registration in
the name of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual beneficial owners of the Series H Depositary Shares; DTC’s records reflect only the identity
of the Direct Participants to whose accounts are credited, which may or may not be the beneficial owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

In those instances where a vote is required, neither DTC nor Cede & Co. (nor any other DTC nominee) will
consent or vote with respect to the Series H Depositary Shares unless authorized by a Direct Participant. Under its
usual procedures, DTC mails an omnibus proxy to the Bank as soon as possible after the record date. The omnibus
proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series H
Depositary Shares are credited on the record date, which accounts are identified in a listing attached to the omnibus

proxy.

Redemption proceeds, distributions and dividend payments on the Series H Depositary Shares will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the
Bank or the Bank’s agent on the payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Direct or Indirect Participants to beneficial owners are governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and are the responsibility of such Direct or Indirect Participant and not of DTC (nor its nominee), the
Bank or any agent of the Bank, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions and dividends to Cede & Co. (or such other DTC nominee) is
the responsibility of the Bank or the Bank’s agent, disbursement of such payments to Direct Participants are the
responsibility of DTC, and disbursement of such payments to the beneficial owners are the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing its services as securities depositary with respect to the Series H Depositary
Shares at any time by giving reasonable notice to the Bank or the Bank’s agent. Additionally, the Bank may decide
to discontinue the book-entry only system of transfers with respect to the Series H Depositary Shares. Under such
circumstances, if a successor depository is not obtained, the Bank will print and deliver certificates in fully
registered form for the Series H Depositary Shares.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Bank believes to be reliable, but the Bank takes no responsibility for the accuracy thereof.

Transfer Restrictions

The Series H Depositary Shares were offered and sold pursuant to an exemption from registration under the
Securities Act of 1933, as amended, and other exemptions provided by the laws of the United States and other
jurisdictions where such securities are offered and sold. The Series H Depositary Shares may only be transferred or
sold in compliance with all applicable state, federal and foreign securities laws.
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DESCRIPTION OF DEPOSITARY SHARES, each representing a 1/40th interest in a share of Series I
Preferred Stock

Ranking

The Series I Preferred Stock ranks senior to the Common Stock and any other class or series of Preferred
Stock that by its terms ranks junior to the Series I Preferred Stock, and at least equally with the Series H Preferred
Stock, Series J Preferred Stock, Series K Preferred Stock, Series L Preferred Stock, Series M Preferred Stock and
Series N Preferred Stock and with all future series of Preferred Stock that the Bank may issue (except for any senior
stock that may be issued with the requisite consent of the holders of the Series I Preferred Stock and all other Series
I Parity Stock (as defined below)), with respect to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up.

Dividends

Holders of Series I Preferred Stock are entitled to receive, when and as declared by the Board (or a duly
authorized committee thereof), out of funds legally available for the payment of distributions, cash dividends that
are noncumulative and payable quarterly, at the rate of 5.50% of the liquidation preference per annum (equivalent to
$55.00 per annum per share of Series I Preferred Stock). Dividends on the Series I Preferred Stock, if declared, are
payable quarterly on the 30th day of each March, June, September and December, or, if any such date is not a
business day, the immediately preceding business day. A dividend period means each period commencing on (and
including) a dividend payment date and continuing to (but excluding) the next succeeding dividend payment date,
except that the first dividend period for the initial issuance of shares of Series I Preferred Stock commenced upon
(and includes) the date of original issuance of those shares. If additional shares of Series I Preferred Stock are issued
at a future date, the first dividend period for such shares will commence upon (and include) the later of the date of
original issuance of Series I Preferred Stock and the first day of the quarterly period in which such later date of issue
occurs. That dividend and any dividend payable on the Series I Preferred Stock for any other partial dividend period
will be computed on the basis of a 360-day year consisting of twelve 30-day months. The Bank will pay dividends to
holders of record of Series I Preferred Stock as they appear in the Bank’s share records at the close of business on
the applicable record date designated by the Board for the payment of dividends that is not more than 60 nor less
than 10 days prior to such dividend payment date; provided, however, that if the date fixed for redemption of any
Series I Preferred Stock occurs after a dividend is authorized and declared but before it is paid, such dividend shall
be paid as part of the redemption price to the person to whom the redemption price is paid.

No dividends on the Series I Preferred Stock will be declared or be paid or set aside for payment at any
time when the terms and provisions of any of the Bank’s agreements, including any agreement relating to its
indebtedness, prohibits such declaration, payment or setting aside for payment or provides that such declaration,
payment or setting aside for payment would constitute a breach of or a default under such agreement, or if such
authorization or payment is restricted or prohibited by law.

Dividends are not cumulative. If the Bank fails to declare a dividend for any dividend payment date, then
that dividend will not accumulate and be payable, the holders of the Series I Preferred Stock will have no right to
receive a dividend related to that dividend period, and the Bank will have no obligation to pay a dividend for the
related dividend period or to pay any interest, whether or not dividends on the Series I Preferred Stock are declared
for any future dividend period. If the Bank fails to pay or set aside for payment scheduled dividends (whether or not
declared) with respect to any six dividend periods (whether or not consecutive), holders of Series I Preferred Stock
are entitled to vote for the election of two directors, as described below under “-Voting Rights.”
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Full dividends will not be declared or paid or set apart for payment on any Preferred Stock ranking on
parity with the Series I Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up (“Series I Parity Stock™) or any other shares of capital stock that rank junior to the Series |
Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation, dissolution or winding up
(“Series I Junior Stock™) during any dividend period unless dividends on the Series I Preferred Stock for that
dividend period are declared and paid in full. When such cash dividends are not paid in full, or a sum sufficient for
the full payment is not set aside, dividends upon shares of Series I Preferred Stock and dividends on other Series I
Parity Stock payable during the dividend period will be declared pro rata so that the amount of dividends payable
per share on the Series I Preferred Stock and any other Series I Parity Stock will in all cases bear to each other the
same ratio that full dividends for the then-current dividend period on the shares of Series I Preferred Stock and full
dividends, including required or permitted accumulations, if any, on shares of the other Series I Parity Stock, bear to
each other. If full dividends on the Series I Preferred Stock have not been declared and paid or set aside for payment
for a dividend period, the following restrictions will apply for that dividend period:

* no dividend or distribution, other than in shares of Series I Junior Stock, may be declared, set aside for
payment or paid on any shares of stock of any class or series of Series I Junior Stock;

* the Bank may not redeem, purchase or otherwise acquire any Series I Junior Stock, and no monies may be
paid to or made available for a sinking fund for the redemption of any Series I Junior Stock, except by
conversion into or exchange for Series I Junior Stock, or by the tendering of Series I Junior Stock in
payment for the exercise of options under the Bank’s stock option plans then in effect; and

* the Bank may not redeem, purchase or otherwise acquire any shares of the Series I Preferred Stock other
than pursuant to pro rata offers to purchase or exchange, or a concurrent redemption of all of, the
outstanding shares of Series I Preferred Stock.

There can be no assurances that any dividends on the Series I Preferred Stock will be declared or, if
declared, what the amounts of dividends will be or whether these dividends, if declared for any dividend period, will
continue for any future dividend period. The declaration and payment of future dividends on the Series I Preferred
Stock will be subject to business conditions, regulatory considerations, the Bank’s earnings and financial condition
and the judgment of the Board.

See “Item 1. Business—Supervision and Regulation—Restrictions on Dividends and Other Distributions”
in this Annual Report on Form 10-K for bank regulatory restrictions on the Bank’s ability to pay dividends on the
Bank’s capital stock.

Liquidation Rights

Upon any voluntary or involuntary liquidation, dissolution or winding up of First Republic Bank, the
holders of the outstanding shares of Series I Preferred Stock are entitled to be paid out of the assets of First Republic
Bank legally available for distribution to the Bank’s shareholders, before any distribution of assets is made to
holders of Common Stock or any other Series I Junior Stock, a liquidating distribution in the amount of a liquidation
preference of $1,000 per share, plus the sum of any declared and unpaid dividends for dividend periods prior to the
dividend period in which the liquidation distribution is made and declared and unpaid dividends for the then current
dividend period in which the liquidation distribution is made to the date of such liquidation distribution. After
payment of the full amount of the liquidating distributions to which they are entitled, the holders of Series I
Preferred Stock will have no right or claim to any of the Bank’s remaining assets.
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Distributions will be made only to the extent that the Bank’s assets that are available after satisfaction of all
liabilities to depositors, and creditors and subject to the rights of any securities ranking senior to the Series I
Preferred Stock. If the Bank’s remaining assets are not sufficient to pay the full liquidating distributions to the
holders of all outstanding Series I Preferred Stock and all Series I Parity Stock, then the Bank will distribute the
Bank’s assets to those holders pro rata in proportion to the full liquidating distributions to which they would
otherwise have received.

For purposes of the liquidation rights, neither the sale, conveyance, lease, exchange or transfer (for cash,
shares of stock, securities or other consideration) of all or substantially all of the Bank’s property or business, nor the
consolidation or merger by the Bank with or into any other entity or by another entity with or into the Bank will
constitute a liquidation, dissolution or winding up of the Bank. If the Bank enters into any merger or consolidation
transaction with or into any other entity and the Bank is not the surviving entity in such transaction, the Series I
Preferred Stock may be converted into shares of the surviving or successor corporation or the direct or indirect
parent of the surviving or successor corporation having terms identical to the terms of the Series I Preferred Stock
set forth herein.

Conversion Rights

The Series I Preferred Stock is not convertible into or exchangeable for any other of the Bank’s property,
interests or securities.

Redemption Rights
Optional Redemption

The Series I Preferred Stock is not subject to any mandatory redemption, sinking fund or other similar
provisions. However, the Series I Preferred Stock may be redeemed on or after June 30, 2023, with not less than 30
days’ and not more than 60 days’ notice (“Series I Optional Redemption”). On that date or any date thereafter, the
Bank may redeem the Series I Preferred Stock from time to time, in whole or in part, at the Bank’s option, for cash,
subject to the approval of the appropriate federal banking agency (and any state banking agency, as may be required
by law), at the cash redemption price provided below. Dividends will not accrue on those shares of Series I Preferred
Stock on and after the redemption date. Neither the holders of Series I Preferred Stock nor the holders of the Series I
Depositary Shares have the right to require the redemption or repurchase of the Series I Preferred Stock.

Redemption Following a Regulatory Capital Event

The Bank may redeem the Series I Preferred Stock, in whole but not in part, for cash, at any time within 90
days following a Series I Regulatory Capital Treatment Event, at the Bank’s option, subject to the approval of the
appropriate federal banking agency, at the cash redemption price provided below (“Series I Regulatory Event
Redemption”). A “Series | Regulatory Capital Treatment Event” means the Bank’s good faith determination that, as
a result of (i) any amendment to, or change in, the laws or regulations of the United States or any political
subdivision of or in the United States that is enacted or becomes effective after the initial issuance of the Series I
Preferred Stock; (ii) any proposed change in those laws or regulations that is announced after the initial issuance of
the Series I Preferred Stock; or (iii) any official administrative decision or judicial decision or administrative action
or other official pronouncement interpreting or applying those laws or regulations that is announced after the initial
issuance of the Series I Preferred Stock, there is more than an insubstantial risk that the Bank will not be entitled to
treat the full liquidation value of the Series I Preferred Stock then outstanding as “Tier 1 Capital” (or its equivalent)
for purposes of the capital adequacy guidelines of the FDIC (or, as and if applicable, the capital adequacy guidelines

21



or regulations of any successor appropriate federal banking agency), as then in effect and applicable, for as long as
any share of Series I Preferred Stock is outstanding. Dividends will not accrue on those shares of Series I Preferred
Stock on and after the redemption date.

Redemption Price

The redemption price for any redemption of Series I Preferred Stock, whether a Series I Optional
Redemption or Series I Regulatory Event Redemption, will be equal to $1,000 per share of Series I Preferred Stock
(equivalent to $25 per Series I Depositary Share) plus the sum of any declared and unpaid dividends for prior
dividend periods and accrued but unpaid and undeclared dividends for the then-current dividend period to, but
excluding, the date of redemption.

Redemption Procedures

If the Bank elects to redeem any shares of Series I Preferred Stock, the Bank will provide notice by first
class mail, postage prepaid, addressed to the holders of record of the shares of Series I Preferred Stock to be
redeemed, mailed not less than 30 days and not more than 60 days before the date fixed for redemption thereof
(provided, however, that if the shares of Series I Preferred Stock or the Series I Depositary Shares are held in book-
entry form through DTC, the Bank may give this notice in any manner permitted by DTC). Any notice mailed or
otherwise given as provided in this paragraph will be conclusively presumed to have been duly given, whether or not
the holder receives this notice, and failure duly to give this notice by mail or otherwise, or any defect in this notice
or in the mailing or provision of this notice, to any holder of shares of Series I Preferred Stock designated for
redemption will not affect the redemption of any other shares of Series I Preferred Stock. Each notice of redemption
shall state:

* the redemption date;

*  the redemption price;

« if fewer than all shares of Series I Preferred Stock are to be redeemed, the number of shares of Series I
Preferred Stock to be redeemed; and

+ the manner in which holders of Series I Preferred Stock called for redemption may obtain payment of the
redemption price in respect to those shares.

If notice of redemption of any shares of Series I Preferred Stock has been given and if the funds necessary
for such redemption have been set aside by the Bank in trust for the benefit of the holders of any shares of Series I
Preferred Stock so called for redemption, then from and after the redemption date such shares of Series I Preferred
Stock will no longer be deemed outstanding, and all rights of the holders of such shares will terminate, except the
right to receive the redemption price, without interest.

In the case of any redemption of only part of the Series I Preferred Stock at the time outstanding, the shares
of Series I Preferred Stock to be redeemed will be selected either pro rata or by lot. Subject to the provisions hereof,
the Board will have the full power and authority to prescribe the terms and conditions upon which shares of Series |
Preferred Stock may be redeemed from time to time.

The Series I Preferred Stock has no stated maturity and will not be subject to any sinking fund or
mandatory redemption provisions.

22



Regulatory Restrictions on Redemption Rights

Under current risk-based capital regulations, a bank insured by the FDIC may not redeem shares of
Preferred Stock included as Tier 1 capital without the prior approval of the FDIC. Any redemption of the Series I
Preferred Stock is subject to the Bank’s receipt of any required prior approval by the FDIC and the Commissioner
and to the satisfaction of any conditions in the capital guidelines or regulations of the FDIC applicable to such
redemption. Ordinarily, the FDIC would not permit such a redemption unless the FDIC determines that the bank’s
condition and circumstances warrant the reduction of a source of permanent capital.

Voting Rights

Registered owners of Series I Preferred Stock will not have any voting rights, except as set forth below or
as otherwise required by law.

On any matter in which the Series I Preferred Stock is entitled to vote as a class with holders of any other
shares upon which like voting rights have been conferred and are exercisable, including any action by written
consent, each share of Series I Preferred Stock are entitled to one vote. As more fully described under “-Description
of the Depositary Shares,” the depositary, as holder of all Series I Preferred Stock, will grant 1/40th of a vote per
depositary share to the registered owner of each Series I Depositary Share so that each Series I Depositary Share is
entitled to exercise its proportionate voting rights.

If at any time the full amount of dividends on the Series I Preferred Stock have not been paid or set aside
for payment (whether or not declared) for any six dividend periods (whether or not consecutive), holders of the
Series I Depositary Shares voting as a single class together with holders of any other stock, including the Series H
Preferred Stock, Series J Preferred Stock, Series K Preferred Stock, Series L Preferred Stock, Series M Preferred
Stock and Series N Preferred Stock, that ranks on a parity with the Series I Preferred Stock as to payment of
dividends and that has voting rights equivalent to those described in this paragraph (“Series I Voting Parity Stock”),
are entitled to elect the Preferred Stock Directors at any annual meeting of shareholders or any special meeting of
the holders of Series I Preferred Stock and any Series I Voting Parity Stock, and the holders of the Common Stock
are entitled to vote for the election of the remaining number of directors authorized by the Articles or Bylaws. The
Board will at no time have more than two Preferred Stock Directors.

If, at any time after the right to elect directors is vested in the Series I Preferred Stock, the holders of the
Series I Preferred Stock and any Series I Voting Parity Stock call a special meeting of shareholders for the election
of directors, and at the time the special meeting is called, the election of the Preferred Stock Directors to the Board
would cause the number of directors to exceed the maximum number authorized under the Articles or Bylaws, then
the holders of Series I Preferred Stock and any Series I Voting Parity Stock, voting as a single class, shall be entitled
to elect the Preferred Stock Directors and the Common Stock shall be entitled to elect the remaining number of
authorized directors, the terms of office of all persons who were directors immediately prior to the special meeting
shall terminate, and the directors elected by the holders of the Bank’s Series I Preferred Stock and any Series I
Voting Parity Stock and the directors elected by the holders of the Common Stock shall constitute the directors of
the Bank until the next annual meeting.

The Preferred Stock Directors elected at any such special meeting will hold office until the next annual
meeting of the Bank’s shareholders unless they have been previously terminated as described below. Except as
otherwise provided for by applicable law, any Preferred Stock Director may be removed only by the vote of the
holders of record of the outstanding Series I Preferred Stock entitled to vote (voting together as a single class with
holders of any Series I Voting Parity Stock). As long as the right to elect Preferred Stock Directors is continuing,(i)
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any vacancy in the office of any Preferred Stock Director may be filled by the vote of the holders of record of the
outstanding Series I Preferred Stock entitled to vote (voting together as a single class with holders of any Series I
Voting Parity Stock), and (ii) in the case of the removal of any Preferred Director, the vacancy may be filled by the
vote of the holders of the outstanding Series I Preferred Stock entitled to vote (voting together as a single class with
holders of any Series I Voting Parity Stock) at the same meeting at which such removal shall be voted. Until the time
that any such vacancy is filled at a shareholder meeting as provided above, a successor shall be elected by the Board
to serve until the next such shareholder meeting upon the nomination of the then remaining Preferred Stock Director.

Whenever all dividends on the Series I Preferred Stock and any other stock upon which like voting rights
have been conferred and are exercisable have been paid in full for four consecutive dividend periods (or otherwise
for at least one year), then the right of the holders of Series I Preferred Stock to elect the Preferred Stock Directors
will cease (but subject always to the same provisions for the vesting of these voting rights in the case of any similar
non-payment of dividends in respect of future dividend periods), and if no other shareholders have like voting rights
that are then exercisable, the terms of office of all Preferred Stock Directors will immediately terminate.

The Bank cannot take any of the following actions without the affirmative vote or written consent of
holders of at least two-thirds of the outstanding shares of Series I Preferred Stock:

»  create any class or series of shares that ranks, as to dividends or distribution of assets, senior to the Series I
Preferred Stock; or

«  alter or change the provisions of the Articles, the Certificate of Determination governing the Series I
Preferred Stock or the Bylaws so as to adversely affect the voting powers, preferences or special rights of
the holders of the Series I Preferred Stock;

provided, however, that with respect to the occurrence of any event listed in the second bullet point above,
so long as any shares of Series I Preferred Stock remain outstanding with the terms thereof unchanged or new shares
of the surviving corporation or entity are issued with the identical terms as the Series I Preferred Stock, in each case
taking into account that upon the occurrence of this event the Bank may not be the surviving entity, the occurrence
of any such event shall not, except as provided by law, be deemed to adversely affect any right, preference, privilege
or voting power of the Series I Preferred Stock or the holders thereof, and provided, further, that any increase in the
amount of the Bank’s authorized Common Stock or Preferred Stock or the creation or issuance of any other P Series
I arity Stock or Series I Junior Stock and any change to the number of directors or number of classes of directors
shall not be deemed to adversely affect such rights, preferences, privileges or voting powers.

Under California law, in addition to any required approval by its board of directors or its voting
shareholders, an amendment to the articles of incorporation of a California corporation also must be approved by the
affirmative vote of a majority of the outstanding shares of a class of shares, whether or not such class is entitled to a
vote by the articles of incorporation, if the amendment proposes to: (i) increase or decrease the aggregate number of
authorized shares of such class; (ii) effect an exchange, reclassification, or cancellation of all or part of the shares of
such class; (iii) effect an exchange, or create a right of exchange, of all or part of the shares of another class into the
shares of such class; (iv) change the rights, preferences, privileges or restrictions of the shares of such class; (v)
create a new class of shares having rights, preferences or privileges prior to the shares of such class, or increase the
rights, preferences or privileges or the number of authorized shares of any class having rights, preferences or
privileges prior to the shares of such class; (vi) in the case of preferred shares, divide the shares of any class into
series having different rights, preferences, privileges or restrictions or authorize the board to do so; or (vii) cancel or
otherwise affect dividends on the shares of such class which have accrued but have not been paid.
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The holders of Series I Preferred Stock will have no voting rights if the Bank redeems all outstanding
Series I Preferred Stock (or call for redemption all outstanding Series I Preferred Stock and deposit sufficient funds
in a trust to effect the redemption) on or before the time the act occurs that would otherwise require a vote.

Regulatory Risk of Voting Rights

Although the Bank does not believe that any series of its Preferred Stock is considered “voting securities”
for purposes of the BHCA, if one or more series were to become a class of “voting securities,” whether because the
Bank has missed six dividend payments and, as a result, holders of the Preferred Stock have the right to elect
directors, or for other reasons, a “company” (as that term is defined for purposes of the BHCA) that owns or controls
25% or more of such class, or less than 25% if it otherwise exercises any “controlling influence” over the Bank
(including by holding 25% or more or, in some cases, one-third or more of the Bank’s total equity), may then be
subject to regulation as a bank holding company in accordance with the BHCA. In addition, if one or more series of
Preferred Stock becomes a class of “voting securities”:

* any bank holding company may be required to obtain the prior approval of the Federal Reserve to acquire
or retain more than 5% of such series of Preferred Stock;

« any person (or group of persons acting in concert) other than a bank holding company may be required to
obtain the approval of the FDIC under the CIBCA to acquire or retain 10% or more such series of Preferred
Stock; and

* any person may be required to obtain the prior approval of the Commissioner before acquiring “control” of
the Bank, as defined in California statutes and regulations.

Holders of Preferred Stock should consult their own counsel with regard to regulatory implications.
Description of Series I Depositary Shares
General

The Series I Preferred Stock are deposited with the depositary, under a deposit agreement. Each Series I
Depositary Share will represent a 1/40th fractional ownership interest in a share of Series I Preferred Stock. Subject
to the terms of the deposit agreement, each holder of a Series I Depositary Share is entitled to all the rights and
preferences of a 1/40th fractional ownership interest in a share of Series I Preferred Stock (including dividend,
voting, redemption and liquidation rights and preferences). Immediately following the Bank’s issuance of the Series
I Preferred Stock, the Bank will deposit the Series I Preferred Stock with the depositary, which upon the Bank’s
instructions will issue and deliver the Series I Depositary Shares to DTC for credit to the accounts of such
participants of DTC and in such amounts as Merrill Lynch, Pierce, Fenner & Smith Incorporated, Morgan Stanley &
Co. LLC and Wells Fargo Securities, LLC shall specify.

Listing
The Series I Preferred Depositary Shares are listed on the NYSE under the symbol “FRC-Prl.”
Dividends

Each dividend payable on a Series I Depositary Share is in an amount equal to 1/40th of the dividend
declared and payable on each share of Series I Preferred Stock.
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The depositary will distribute all cash dividends paid on the Series I Preferred Stock to the record holders
of the Series I Depositary Shares in proportion to the number of Series I Depositary Shares held by the holders. The
depositary will distribute only such amount, however, as can be distributed without attributing to any holder of
Series I Depositary Shares a fraction of one cent, and any balance not so distributable will be held by the depositary
(without liability for interest thereon) and will be added to and be treated as part of the next sum received by the
depositary for distribution to record holders of Series I Depositary Shares then outstanding.

If a dividend is other than in cash and it is feasible for the depositary to distribute the property it receives,
the depositary, upon written instructions from the Bank, will distribute the property to the record holders of the
Series I Depositary Shares. If such a distribution is not feasible and the Bank so directs, the depositary will sell on
behalf of the holders of Series I Depositary Shares the property and distribute the net proceeds from the sale to the
holders of the Series I Depositary Shares in proportion to the number of Series I Depositary Shares held by the
holders.

Record dates for the payment of dividends and other matters relating to the Series I Depositary Shares will
be the same as the corresponding record dates for the Series I Preferred Stock.

The amounts distributed to holders of Series I Depositary Shares will be reduced by any amounts required
to be withheld by the depositary or by the Bank on account of taxes or other governmental charges. The depositary
may refuse to make any payment or distribution, or any transfer, exchange or withdrawal of any Series I Depositary
Shares or the Series I Preferred Stock until such taxes or other governmental charges are paid. To the extent that the
depositary determines that amounts are required to be withheld in relation to the distribution of any property
pursuant to the deposit agreement, the depositary may, in certain circumstances, sell all or a portion of such property
to pay such taxes and distribute the balance of the net proceeds (after the deduction of such taxes) to the holder of
the Series I Depositary Shares in proportion to the number of Series I Depositary Shares held by the holder.

Liquidation Preference

In the event of any liquidation, dissolution or winding up of the Bank’s affairs, the holders of the Series I
Depositary Shares are entitled to 1/40th of the liquidation preference accorded each share of Series I Preferred
Stock.

If the Bank consolidates or merges with or into any other entity or the Bank sells, leases, transfers or
conveys all or substantially all of the Bank’s property or business, the Bank will not be deemed to have liquidated,
dissolved or wound up. In the event of the Bank’s liquidation, dissolution or winding up, a holder of Series I
Depositary Shares will receive the fraction of the liquidation preference accorded each share of underlying Series I
Preferred Stock represented by the Series I Depositary Shares.

Redemption

Whenever the Bank redeems any of the Series I Preferred Stock held by the depositary, the depositary will
redeem as of the same redemption date, from the proceeds received by the depositary resulting from the redemption
of the Series I Preferred Stock held by the depositary, the number of Series I Depositary Shares representing the
redeemed Series I Preferred Stock. A notice of the redemption furnished by the Bank will be mailed by the
depositary by first class mail, postage prepaid, not less than 30 nor more than 60 days before the date fixed for
redemption thereof, addressed to the respective holders of record of the Series I Depositary Shares to be redeemed at
their respective addresses as they appear on the share transfer records of the depositary (provided, however, that if
the Series I Depositary Shares are held in book-entry form through DTC, the Bank may give this notice in any
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manner permitted by DTC). A failure to give such notice or any defect in the notice or in the Bank’s mailing will not
affect the validity of the proceedings for the redemption of any shares of Series I Preferred Stock or Series I
Depositary Shares except as to the holder to whom notice was defective or not given. Each notice shall state:

*  the redemption date;

* the redemption price;

e if fewer than all shares of Series I Preferred Stock are to be redeemed, the number of shares of Series I
Preferred Stock to be redeemed (and the corresponding number of Series I Depositary Shares ); and

» the place or places where the depositary receipts evidencing the Series I Depositary Shares are to be
surrendered for payment of the redemption price.

If the Bank redeems fewer than all of the outstanding shares of Series I Preferred Stock, the depositary will
select the corresponding number of Series I Depositary Shares to be redeemed pro rata or by lot. In any such case,
Series I Depositary Shares will be redeemed only in increments of 40 Series I Depositary Shares and any integral
multiple thereof, and the notice mailed to such holder shall also specify the number of Series I Depositary Shares to
be redeemed from such holder.

The holders of Series I Depositary Shares at the close of business on a dividend record date are entitled to
receive the dividend payable with respect to the Series I Depositary Shares evidenced by such Series I Depositary
Shares on the corresponding dividend payment date notwithstanding the redemption of the Series I Depositary
Shares between such dividend record date and the corresponding dividend payment date or the Bank’s default in the
payment of the dividend due. Except as provided above, the Bank will make no payment or allowance for unpaid
dividends on the Series I Preferred Stock or Series I Depositary Shares to be redeemed.

Voting

Because each Series I Depositary Share represents a 1/40th ownership interest in a share of Series I
Preferred Stock, holders of depositary receipts are entitled to vote 1/40th of a vote per Series I Depositary Share
under those limited circumstances in which holders of the Series I Preferred Stock are entitled to vote, as described
above.

When the depositary receives notice of any meeting at which the holders of the Series I Preferred Stock are
entitled to vote, the depositary will mail the information contained in the notice to the record holders of the Series I
Depositary Shares relating to the Series I Preferred Stock. Each record holder of the Series I Depositary Shares on
the record date, which will be the same date as the record date for the Series I Preferred Stock, may instruct the
depositary to vote the amount of the Series I Preferred Stock represented by the holder’s Series I Depositary Shares.
To the extent possible, the depositary will vote the amount of the Series I Preferred Stock represented by Series I
Depositary Shares in accordance with the instructions it receives. The Bank will agree to take all reasonable actions
that the depositary determines are necessary to enable the depositary to vote as instructed. If the depositary does not
receive specific instructions from the holders of any Series I Depositary Shares representing the Series I Preferred
Stock, it will abstain from voting with respect to such shares (but shall appear at the meeting with respect to such
shares unless directed to the contrary).

Withdrawal of Series I Preferred Stock

Upon surrender of Series I Depositary Shares at the principal office of the depositary, upon payment of any
unpaid amount due the depositary, and subject to the terms of the deposit agreement, the owner of the Series I
Depositary Shares evidenced thereby is entitled to delivery of the number of shares of Series I Preferred Stock and
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all money and other property, if any, represented by such Series I Depositary Shares. Only whole shares of Series I
Preferred Stock may be withdrawn. If the Series I Depositary Shares surrendered by the holder in connection with
withdrawal exceed the number of Series I Depositary Shares that represent the number of whole shares of Series I
Preferred Stock to be withdrawn, the depositary will deliver to that holder at the same time a new depositary receipt
evidencing the excess number of Series I Depositary Shares. Holders of Series I Preferred Stock thus withdrawn will
not thereafter be entitled to deposit such shares under the deposit agreement or to receive Series I Depositary Shares
therefor.

Miscellaneous

The depositary will forward to the holders of Series I Depositary Shares any reports and communications
from the Bank with respect to the underlying Series I Preferred Stock. Neither the Bank nor the depositary will be
liable if any law or any circumstances beyond their control prevent or delay them from performing their obligations
under the deposit agreement. The obligations of the Bank and a depositary under the deposit agreement will be
limited to performing their duties without bad faith, gross negligence or willful misconduct. Neither the Bank nor a
depositary must prosecute or defend any legal proceeding with respect to any Series I Depositary Shares or the
underlying Series I Preferred Stock unless they are furnished with satisfactory indemnity. Both the Bank and the
depositary may rely on the written advice of counsel or accountants, or information provided by holders of Series I
Depositary Shares or other persons they believe in good faith to be competent, and on documents they believe in
good faith to be genuine and signed by a proper party. In the event a depositary receives conflicting claims, requests
or instructions from the Bank and any holders of Series I Depositary Shares, the depositary are entitled to act on the
claims, requests or instructions received from the Bank.

Book Entry, Delivery and Form

DTC acts as securities depositary for the Series I Depositary Shares. The Series I Depositary Shares are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC.

DTC has advised the Bank that it is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered under the provisions of Section 17A of the Exchange Act. DTC holds securities that its
Direct Participants deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of
sales and other securities transactions in deposited securities through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of DTCC.
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or through Indirect Participants. The rules applicable to DTC and its Direct and
Indirect Participants are on file with the SEC. More information about DTC can be found at www.dtcc.com.

Purchases of Series I Depositary Shares under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series I Depositary Shares on DTC’s records. The ownership interest
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of the beneficial owner is in turn recorded on the Direct and Indirect Participants’ records. Beneficial owners will
not receive written confirmation from DTC of their purchase. Beneficial owners are, however, expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the
Direct or Indirect Participant through which the beneficial owner entered into the transaction. Transfers of
ownership interest in the Series I Depositary Shares are accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates
representing their ownership interest in the Series I Depositary Shares, except in the event that use of the book-entry
system for the Series I Depositary Shares is discontinued. Conveyance of notices and other communications by DTC
to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to beneficial owners are governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

To facilitate subsequent transfers, the Series I Depositary Shares deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by
an authorized representative of DTC. The deposit of Series I Depositary Shares with DTC and its registration in the
name of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual beneficial owners of the Series I Depositary Shares; DTC’s records reflect only the identity
of the Direct Participants to whose accounts are credited, which may or may not be the beneficial owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

In those instances where a vote is required, neither DTC nor Cede & Co. (nor any other DTC nominee) will
consent or vote with respect to the Series I Depositary Shares unless authorized by a Direct Participant. Under its
usual procedures, DTC mails an omnibus proxy to the Bank as soon as possible after the record date. The omnibus
proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series I
Depositary Shares are credited on the record date, which accounts are identified in a listing attached to the omnibus

proxy.

Redemption proceeds, distributions and dividend payments on the Series I Depositary Shares will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the
Bank or the Bank’s agent on the payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Direct or Indirect Participants to beneficial owners are governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and are the responsibility of such Direct or Indirect Participant and not of DTC (nor its nominee), the
Bank or any agent of the Bank, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions and dividends to Cede & Co. (or such other DTC nominee) is
the responsibility of the Bank or the Bank’s agent, disbursement of such payments to Direct Participants are the
responsibility of DTC, and disbursement of such payments to the beneficial owners are the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing its services as securities depositary with respect to the Series I Depositary
Shares at any time by giving reasonable notice to the Bank or the Bank’s agent. Additionally, the Bank may decide
to discontinue the book-entry only system of transfers with respect to the Series I Depositary Shares. Under such
circumstances, if a successor depository is not obtained, the Bank will print and deliver certificates in fully
registered form for the Series I Depositary Shares.

29



The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Bank believes to be reliable, but the Bank takes no responsibility for the accuracy thereof.

Transfer Restrictions

The Series I Depositary Shares were offered and sold pursuant to an exemption from registration under the
Securities Act of 1933, as amended, and other exemptions provided by the laws of the United States and other
jurisdictions where such securities are offered and sold. The Series I Depositary Shares may only be transferred or
sold in compliance with all applicable state, federal and foreign securities laws.

DESCRIPTION OF DEPOSITARY SHARES, each representing a 1/40th interest in a share of Series J
Preferred Stock

Ranking

The Series J Preferred Stock ranks senior to the Common Stock and any other class or series of Preferred
Stock that by its terms ranks junior to the Series J Preferred Stock, and at least equally with the Series H Preferred
Stock, Series I Preferred Stock, Series K Preferred Stock, Series L Preferred Stock, Series M Preferred Stock and
Series N Preferred Stock and with all future series of Preferred Stock that the Bank may issue (except for any senior
stock that may be issued with the requisite consent of the holders of the Series J Preferred Stock and all other Series
J Parity Stock (as defined below)), with respect to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up.

Dividends

Holders of Series J Preferred Stock are entitled to receive, when and as declared by the Board (or a duly
authorized committee thereof), out of funds legally available for the payment of distributions, cash dividends that
are noncumulative and payable quarterly, at the rate of 4.70% of the liquidation preference per annum (equivalent to
$47.00 per annum per share of Series J Preferred Stock). Dividends on the Series J Preferred Stock, if declared, are
payable quarterly on the 30th day of each January, April, July and October, or, if any such date is not a business day,
the immediately preceding business day. A dividend period means each period commencing on (and including) a
dividend payment date and continuing to (but excluding) the next succeeding dividend payment date, except that the
first dividend period for the initial issuance of shares of Series J Preferred Stock commenced upon (and includes) the
date of original issuance of those shares. If additional shares of Series J Preferred Stock are issued at a future date,
the first dividend period for such shares will commence upon (and include) the later of the date of original issuance
of Series J Preferred Stock and the first day of the quarterly period in which such later date of issue occurs. That
dividend and any dividend payable on the Series J Preferred Stock for any other partial dividend period will be
computed on the basis of a 360-day year consisting of twelve 30-day months. The Bank will pay dividends to
holders of record of Series J Preferred Stock as they appear in the Bank’s share records at the close of business on
the applicable record date designated by the Board for the payment of dividends that is not more than 60 nor less
than 10 days prior to such dividend payment date; provided, however, that if the date fixed for redemption of any
Series J Preferred Stock occurs after a dividend is authorized and declared but before it is paid, such dividend shall
be paid as part of the redemption price to the person to whom the redemption price is paid.

No dividends on the Series J Preferred Stock will be declared or be paid or set aside for payment at any
time when the terms and provisions of any of the Bank’s agreements, including any agreement relating to its
indebtedness, prohibits such declaration, payment or setting aside for payment or provides that such declaration,
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payment or setting aside for payment would constitute a breach of or a default under such agreement, or if such
authorization or payment is restricted or prohibited by law.

Dividends are not cumulative. If the Bank fails to declare a dividend for any dividend payment date, then
that dividend will not accumulate and be payable, the holders of the Series J Preferred Stock will have no right to
receive a dividend related to that dividend period, and the Bank will have no obligation to pay a dividend for the
related dividend period or to pay any interest, whether or not dividends on the Series J Preferred Stock are declared
for any future dividend period. If the Bank fails to pay or set aside for payment scheduled dividends (whether or not
declared) with respect to any six dividend periods (whether or not consecutive), holders of Series J Preferred Stock
are entitled to vote for the election of two directors, as described below under “-Voting Rights.”

Full dividends will not be declared or paid or set apart for payment on any Preferred Stock ranking on
parity with the Series J Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up (“Series J Parity Stock”™) or any other shares of capital stock that rank junior to the Series J
Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation, dissolution or winding up
(“Series J Junior Stock”) during any dividend period unless dividends on the Series J Preferred Stock for that
dividend period are declared and paid in full. When such cash dividends are not paid in full, or a sum sufficient for
the full payment is not set aside, dividends upon shares of Series J Preferred Stock and dividends on other Series J
Parity Stock payable during the dividend period will be declared pro rata so that the amount of dividends payable
per share on the Series J Preferred Stock and any other Series J Parity Stock will in all cases bear to each other the
same ratio that full dividends for the then-current dividend period on the shares of Series J Preferred Stock and full
dividends, including required or permitted accumulations, if any, on shares of the other Series J Parity Stock, bear to
each other. If full dividends on the Series J Preferred Stock have not been declared and paid or set aside for payment
for a dividend period, the following restrictions will apply for that dividend period:

* no dividend or distribution, other than in shares of Series J Junior Stock, may be declared, set aside for
payment or paid on any shares of stock of any class or series of Series J Junior Stock;

* the Bank may not redeem, purchase or otherwise acquire any Series J Junior Stock, and no monies may be
paid to or made available for a sinking fund for the redemption of any Series J Junior Stock, except by
conversion into or exchange for Series J Junior Stock, or by the tendering of Series J Junior Stock in
payment for the exercise of options under the Bank’s stock option plans then in effect; and

+ the Bank may not redeem, purchase or otherwise acquire any shares of the Series J Preferred Stock other
than pursuant to pro rata offers to purchase or exchange, or a concurrent redemption of all of, the
outstanding shares of Series J Preferred Stock.

There can be no assurances that any dividends on the Series J Preferred Stock will be declared or, if
declared, what the amounts of dividends will be or whether these dividends, if declared for any dividend period, will
continue for any future dividend period. The declaration and payment of future dividends on the Series J Preferred
Stock will be subject to business conditions, regulatory considerations, the Bank’s earnings and financial condition
and the judgment of the Board.

See “Item 1. Business—Supervision and Regulation—Restrictions on Dividends and Other Distributions”

in this Annual Report on Form 10-K for bank regulatory restrictions on the Bank’s ability to pay dividends on the
Bank’s capital stock.
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Liquidation Rights

Upon any voluntary or involuntary liquidation, dissolution or winding up of First Republic Bank, the
holders of the outstanding shares of Series J Preferred Stock are entitled to be paid out of the assets of First Republic
Bank legally available for distribution to the Bank’s shareholders, before any distribution of assets is made to
holders of Common Stock or any other Series J Junior Stock, a liquidating distribution in the amount of a liquidation
preference of $1,000 per share, plus the sum of any declared and unpaid dividends for dividend periods prior to the
dividend period in which the liquidation distribution is made and declared and unpaid dividends for the then current
dividend period in which the liquidation distribution is made to the date of such liquidation distribution. After
payment of the full amount of the liquidating distributions to which they are entitled, the holders of Series J
Preferred Stock will have no right or claim to any of the Bank’s remaining assets.

Distributions will be made only to the extent that the Bank’s assets that are available after satisfaction of all
liabilities to depositors, and creditors and subject to the rights of any securities ranking senior to the Series J
Preferred Stock. If the Bank’s remaining assets are not sufficient to pay the full liquidating distributions to the
holders of all outstanding Series J Preferred Stock and all Series J Parity Stock, then the Bank will distribute the
Bank’s assets to those holders pro rata in proportion to the full liquidating distributions to which they would
otherwise have received.

For purposes of the liquidation rights, neither the sale, conveyance, lease, exchange or transfer (for cash,
shares of stock, securities or other consideration) of all or substantially all of the Bank’s property or business, nor the
consolidation or merger by the Bank with or into any other entity or by another entity with or into the Bank will
constitute a liquidation, dissolution or winding up of the Bank. If the Bank enters into any merger or consolidation
transaction with or into any other entity and the Bank is not the surviving entity in such transaction, the Series J
Preferred Stock may be converted into shares of the surviving or successor corporation or the direct or indirect
parent of the surviving or successor corporation having terms identical to the terms of the Series J Preferred Stock
set forth herein.

Conversion Rights

The Series J Preferred Stock is not convertible into or exchangeable for any other of the Bank’s property,
interests or securities.

Redemption Rights
Optional Redemption

The Series J Preferred Stock is not subject to any mandatory redemption, sinking fund or other similar
provisions. However, the Series J Preferred Stock may be redeemed on or after December 31, 2024, with not less
than 30 days’ and not more than 60 days’ notice (“Series J Optional Redemption”). On that date or any date
thereafter, the Bank may redeem the Series J Preferred Stock from time to time, in whole or in part, at the Bank’s
option, for cash, subject to the approval of the appropriate federal banking agency (and any state banking agency, as
may be required by law), at the cash redemption price provided below. Dividends will not accrue on those shares of
Series J Preferred Stock on and after the redemption date. Neither the holders of Series J Preferred Stock nor the
holders of the Series J Depositary Shares have the right to require the redemption or repurchase of the Series J
Preferred Stock.
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Redemption Following a Regulatory Capital Event

The Bank may redeem the Series J Preferred Stock, in whole but not in part, for cash, at any time within 90
days following a Series J Regulatory Capital Treatment Event, at the Bank’s option, subject to the approval of the
appropriate federal banking agency, at the cash redemption price provided below (“Series J Regulatory Event
Redemption”). A “Series J Regulatory Capital Treatment Event” means the Bank’s good faith determination that, as
a result of (i) any amendment to, or change in, the laws or regulations of the United States or any political
subdivision of or in the United States that is enacted or becomes effective after the initial issuance of the Series J
Preferred Stock; (ii) any proposed change in those laws or regulations that is announced after the initial issuance of
the Series J Preferred Stock; or (iii) any official administrative decision or judicial decision or administrative action
or other official pronouncement interpreting or applying those laws or regulations that is announced after the initial
issuance of the Series J Preferred Stock, there is more than an insubstantial risk that the Bank will not be entitled to
treat the full liquidation value of the Series J Preferred Stock then outstanding as “Tier 1 Capital” (or its equivalent)
for purposes of the capital adequacy guidelines of the FDIC (or, as and if applicable, the capital adequacy guidelines
or regulations of any successor appropriate federal banking agency), as then in effect and applicable, for as long as
any share of Series J Preferred Stock is outstanding. Dividends will not accrue on those shares of Series J Preferred
Stock on and after the redemption date.

Redemption Price

The redemption price for any redemption of Series J Preferred Stock, whether a Series J Optional
Redemption or Series J Regulatory Event Redemption, will be equal to $1,000 per share of Series J Preferred Stock
(equivalent to $25 per Series J Depositary Share) plus the sum of any declared and unpaid dividends for prior
dividend periods and accrued but unpaid and undeclared dividends for the then-current dividend period to, but
excluding, the date of redemption.

Redemption Procedures

If the Bank elects to redeem any shares of Series J Preferred Stock, the Bank will provide notice by first
class mail, postage prepaid, addressed to the holders of record of the shares of Series J Preferred Stock to be
redeemed, mailed not less than 30 days and not more than 60 days before the date fixed for redemption thereof
(provided, however, that if the shares of Series J Preferred Stock or the Series J Depositary Shares are held in book-
entry form through DTC, the Bank may give this notice in any manner permitted by DTC). Any notice mailed or
otherwise given as provided in this paragraph will be conclusively presumed to have been duly given, whether or not
the holder receives this notice, and failure duly to give this notice by mail or otherwise, or any defect in this notice
or in the mailing or provision of this notice, to any holder of shares of Series J Preferred Stock designated for
redemption will not affect the redemption of any other shares of Series J Preferred Stock. Each notice of redemption
shall state:

*  the redemption date;

*  the redemption price;

e if fewer than all shares of Series J Preferred Stock are to be redeemed, the number of shares of Series J
Preferred Stock to be redeemed; and

*  the manner in which holders of Series J Preferred Stock called for redemption may obtain payment of the
redemption price in respect to those shares.
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If notice of redemption of any shares of Series J Preferred Stock has been given and if the funds necessary
for such redemption have been set aside by the Bank in trust for the benefit of the holders of any shares of Series J
Preferred Stock so called for redemption, then from and after the redemption date such shares of Series J Preferred
Stock will no longer be deemed outstanding, and all rights of the holders of such shares will terminate, except the
right to receive the redemption price, without interest.

In the case of any redemption of only part of the Series J Preferred Stock at the time outstanding, the shares
of Series J Preferred Stock to be redeemed will be selected either pro rata or by lot. Subject to the provisions hereof,
the Board will have the full power and authority to prescribe the terms and conditions upon which shares of Series J
Preferred Stock may be redeemed from time to time.

The Series J Preferred Stock has no stated maturity and will not be subject to any sinking fund or
mandatory redemption provisions.

Regulatory Restrictions on Redemption Rights

Under current risk-based capital regulations, a bank insured by the FDIC may not redeem shares of
Preferred Stock included as Tier 1 capital without the prior approval of the FDIC. Any redemption of the Series J
Preferred Stock is subject to the Bank’s receipt of any required prior approval by the FDIC and the Commissioner
and to the satisfaction of any conditions in the capital guidelines or regulations of the FDIC applicable to such
redemption. Ordinarily, the FDIC would not permit such a redemption unless the FDIC determines that the bank’s
condition and circumstances warrant the reduction of a source of permanent capital.

Voting Rights

Registered owners of Series J Preferred Stock will not have any voting rights, except as set forth below or
as otherwise required by law.

On any matter in which the Series J Preferred Stock is entitled to vote as a class with holders of any other
shares upon which like voting rights have been conferred and are exercisable, including any action by written
consent, each share of Series J Preferred Stock are entitled to one vote. As more fully described under “-Description
of the Depositary Shares,” the depositary, as holder of all Series J Preferred Stock, will grant 1/40th of a vote per
depositary share to the registered owner of each Series J Depositary Share so that each Series J Depositary Share is
entitled to exercise its proportionate voting rights.

If at any time the full amount of dividends on the Series J Preferred Stock have not been paid or set aside
for payment (whether or not declared) for any six dividend periods (whether or not consecutive), holders of the
Series J Depositary Shares voting as a single class together with holders of any other stock, including the Series H
Preferred Stock, Series I Preferred Stock, Series K Preferred Stock, Series L Preferred Stock, Series M Preferred
Stock and Series N Preferred Stock, that ranks on a parity with the Series J Preferred Stock as to payment of
dividends and that has voting rights equivalent to those described in this paragraph (“Series J Voting Parity Stock™),
are entitled to elect the Preferred Stock Directors at any annual meeting of shareholders or any special meeting of
the holders of Series J Preferred Stock and any Series J Voting Parity Stock, and the holders of the Common Stock
are entitled to vote for the election of the remaining number of directors authorized by the Articles or Bylaws. The
Board will at no time have more than two Preferred Stock Directors.

34



If, at any time after the right to elect directors is vested in the Series J Preferred Stock, the holders of the
Series J Preferred Stock and any Series J Voting Parity Stock call a special meeting of shareholders for the election
of directors, and at the time the special meeting is called, the election of the Preferred Stock Directors to the Board
would cause the number of directors to exceed the maximum number authorized under the Articles or Bylaws, then
the holders of Series J Preferred Stock and any Series J Voting Parity Stock, voting as a single class, shall be entitled
to elect the Preferred Stock Directors and the Common Stock shall be entitled to elect the remaining number of
authorized directors, the terms of office of all persons who were directors immediately prior to the special meeting
shall terminate, and the directors elected by the holders of the Bank’s Series J Preferred Stock and any Series J
Voting Parity Stock and the directors elected by the holders of the Common Stock shall constitute the directors of
the Bank until the next annual meeting.

The Preferred Stock Directors elected at any such special meeting will hold office until the next annual
meeting of the Bank’s shareholders unless they have been previously terminated as described below. Except as
otherwise provided for by applicable law, any Preferred Stock Director may be removed only by the vote of the
holders of record of the outstanding Series J Preferred Stock entitled to vote (voting together as a single class with
holders of any Series J Voting Parity Stock). As long as the right to elect Preferred Stock Directors is continuing,(i)
any vacancy in the office of any Preferred Stock Director may be filled by the vote of the holders of record of the
outstanding Series J Preferred Stock entitled to vote (voting together as a single class with holders of any Series J
Voting Parity Stock), and (ii) in the case of the removal of any Preferred Director, the vacancy may be filled by the
vote of the holders of the outstanding Series J Preferred Stock entitled to vote (voting together as a single class with
holders of any Series J Voting Parity Stock) at the same meeting at which such removal shall be voted. Until the time
that any such vacancy is filled at a shareholder meeting as provided above, a successor shall be elected by the Board
to serve until the next such shareholder meeting upon the nomination of the then remaining Preferred Stock Director.

Whenever all dividends on the Series J Preferred Stock and any other stock upon which like voting rights
have been conferred and are exercisable have been paid in full for four consecutive dividend periods (or otherwise
for at least one year), then the right of the holders of Series J Preferred Stock to elect the Preferred Stock Directors
will cease (but subject always to the same provisions for the vesting of these voting rights in the case of any similar
non-payment of dividends in respect of future dividend periods), and if no other shareholders have like voting rights
that are then exercisable, the terms of office of all Preferred Stock Directors will immediately terminate.

The Bank cannot take any of the following actions without the affirmative vote or written consent of
holders of at least two-thirds of the outstanding shares of Series J Preferred Stock:

»  create any class or series of shares that ranks, as to dividends or distribution of assets, senior to the Series J
Preferred Stock; or

»  alter or change the provisions of the Articles, the Certificate of Determination governing the Series J
Preferred Stock or the Bylaws so as to adversely affect the voting powers, preferences or special rights of
the holders of the Series J Preferred Stock;

provided, however, that with respect to the occurrence of any event listed in the second bullet point above,
so long as any shares of Series J Preferred Stock remain outstanding with the terms thereof unchanged or new shares
of the surviving corporation or entity are issued with the identical terms as the Series J Preferred Stock, in each case
taking into account that upon the occurrence of this event the Bank may not be the surviving entity, the occurrence
of any such event shall not, except as provided by law, be deemed to adversely affect any right, preference, privilege
or voting power of the Series J Preferred Stock or the holders thereof, and provided, further, that any increase in the
amount of the Bank’s authorized Common Stock or Preferred Stock or the creation or issuance of any other P Series
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J arity Stock or Series J Junior Stock and any change to the number of directors or number of classes of directors
shall not be deemed to adversely affect such rights, preferences, privileges or voting powers.

Under California law, in addition to any required approval by its board of directors or its voting
shareholders, an amendment to the articles of incorporation of a California corporation also must be approved by the
affirmative vote of a majority of the outstanding shares of a class of shares, whether or not such class is entitled to a
vote by the articles of incorporation, if the amendment proposes to: (i) increase or decrease the aggregate number of
authorized shares of such class; (ii) effect an exchange, reclassification, or cancellation of all or part of the shares of
such class; (iii) effect an exchange, or create a right of exchange, of all or part of the shares of another class into the
shares of such class; (iv) change the rights, preferences, privileges or restrictions of the shares of such class; (v)
create a new class of shares having rights, preferences or privileges prior to the shares of such class, or increase the
rights, preferences or privileges or the number of authorized shares of any class having rights, preferences or
privileges prior to the shares of such class; (vi) in the case of preferred shares, divide the shares of any class into
series having different rights, preferences, privileges or restrictions or authorize the board to do so; or (vii) cancel or
otherwise affect dividends on the shares of such class which have accrued but have not been paid.

The holders of Series J Preferred Stock will have no voting rights if the Bank redeems all outstanding
Series J Preferred Stock (or call for redemption all outstanding Series J Preferred Stock and deposit sufficient funds
in a trust to effect the redemption) on or before the time the act occurs that would otherwise require a vote.

Regulatory Risk of Voting Rights

Although the Bank does not believe that any series of its Preferred Stock is considered “voting securities”
for purposes of the BHCA, if one or more series were to become a class of “voting securities,” whether because the
Bank has missed six dividend payments and, as a result, holders of the Preferred Stock have the right to elect
directors, or for other reasons, a “company” (as that term is defined for purposes of the BHCA) that owns or controls
25% or more of such class, or less than 25% if it otherwise exercises any “controlling influence” over the Bank
(including by holding 25% or more or, in some cases, one-third or more of the Bank’s total equity), may then be
subject to regulation as a bank holding company in accordance with the BHCA. In addition, if one or more series of
Preferred Stock becomes a class of “voting securities”:

e any bank holding company may be required to obtain the prior approval of the Federal Reserve to acquire
or retain more than 5% of such series of Preferred Stock;

« any person (or group of persons acting in concert) other than a bank holding company may be required to
obtain the approval of the FDIC under the CIBCA to acquire or retain 10% or more such series of Preferred
Stock; and

*  any person may be required to obtain the prior approval of the Commissioner before acquiring “control” of
the Bank, as defined in California statutes and regulations.

Holders of Preferred Stock should consult their own counsel with regard to regulatory implications.
Description of Series J Depositary Shares
General

The Series J Preferred Stock are deposited with the depositary, under a deposit agreement. Each Series J
Depositary Share will represent a 1/40th fractional ownership interest in a share of Series J Preferred Stock. Subject
to the terms of the deposit agreement, each holder of a Series J Depositary Share is entitled to all the rights and
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preferences of a 1/40th fractional ownership interest in a share of Series J Preferred Stock (including dividend,
voting, redemption and liquidation rights and preferences). Immediately following the Bank’s issuance of the Series
J Preferred Stock, the Bank will deposit the Series J Preferred Stock with the depositary, which upon the Bank’s
instructions will issue and deliver the Series J Depositary Shares to DTC for credit to the accounts of such
participants of DTC and in such amounts as BofA Securities, Inc., J.P. Morgan Securities LLC, Morgan Stanley &
Co. LLC, UBS Securities LLC and Wells Fargo Securities, LLC shall specify.

Listing
The Series J Preferred Depositary Shares are listed on the NYSE under the symbol “FRC-PrJ.”
Dividends

Each dividend payable on a Series J Depositary Share is in an amount equal to 1/40th of the dividend
declared and payable on each share of Series J Preferred Stock.

The depositary will distribute all cash dividends paid on the Series J Preferred Stock to the record holders
of the Series J Depositary Shares in proportion to the number of Series J Depositary Shares held by the holders. The
depositary will distribute only such amount, however, as can be distributed without attributing to any holder of
Series J Depositary Shares a fraction of one cent, and any balance not so distributable will be held by the depositary
(without liability for interest thereon) and will be added to and be treated as part of the next sum received by the
depositary for distribution to record holders of Series J Depositary Shares then outstanding.

If a dividend is other than in cash and it is feasible for the depositary to distribute the property it receives,
the depositary, upon written instructions from the Bank, will distribute the property to the record holders of the
Series J Depositary Shares. If such a distribution is not feasible and the Bank so directs, the depositary will sell on
behalf of the holders of Series J Depositary Shares the property and distribute the net proceeds from the sale to the
holders of the Series J Depositary Shares in proportion to the number of Series J Depositary Shares held by the
holders.

Record dates for the payment of dividends and other matters relating to the Series J Depositary Shares will
be the same as the corresponding record dates for the Series J Preferred Stock.

The amounts distributed to holders of Series J Depositary Shares will be reduced by any amounts required
to be withheld by the depositary or by the Bank on account of taxes or other governmental charges. The depositary
may refuse to make any payment or distribution, or any transfer, exchange or withdrawal of any Series J Depositary
Shares or the Series J Preferred Stock until such taxes or other governmental charges are paid. To the extent that the
depositary determines that amounts are required to be withheld in relation to the distribution of any property
pursuant to the deposit agreement, the depositary may, in certain circumstances, sell all or a portion of such property
to pay such taxes and distribute the balance of the net proceeds (after the deduction of such taxes) to the holder of
the Series J Depositary Shares in proportion to the number of Series J Depositary Shares held by the holder.

Liquidation Preference

In the event of any liquidation, dissolution or winding up of the Bank’s affairs, the holders of the Series J
Depositary Shares are entitled to 1/40th of the liquidation preference accorded each share of Series J Preferred
Stock.
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If the Bank consolidates or merges with or into any other entity or the Bank sells, leases, transfers or
conveys all or substantially all of the Bank’s property or business, the Bank will not be deemed to have liquidated,
dissolved or wound up. In the event of the Bank’s liquidation, dissolution or winding up, a holder of Series J
Depositary Shares will receive the fraction of the liquidation preference accorded each share of underlying Series J
Preferred Stock represented by the Series J Depositary Shares.

Redemption

Whenever the Bank redeems any of the Series J Preferred Stock held by the depositary, the depositary will
redeem as of the same redemption date, from the proceeds received by the depositary resulting from the redemption
of the Series J Preferred Stock held by the depositary, the number of Series J Depositary Shares representing the
redeemed Series J Preferred Stock. A notice of the redemption furnished by the Bank will be mailed by the
depositary by first class mail, postage prepaid, not less than 30 nor more than 60 days before the date fixed for
redemption thereof, addressed to the respective holders of record of the Series J Depositary Shares to be redeemed at
their respective addresses as they appear on the share transfer records of the depositary (provided, however, that if
the Series J Depositary Shares are held in book-entry form through DTC, the Bank may give this notice in any
manner permitted by DTC). A failure to give such notice or any defect in the notice or in the Bank’s mailing will not
affect the validity of the proceedings for the redemption of any shares of Series J Preferred Stock or Series J
Depositary Shares except as to the holder to whom notice was defective or not given. Each notice shall state:

*  the redemption date;

*  the redemption price;

e if fewer than all shares of Series J Preferred Stock are to be redeemed, the number of shares of Series J
Preferred Stock to be redeemed (and the corresponding number of Series J Depositary Shares ); and

» the place or places where the depositary receipts evidencing the Series J Depositary Shares are to be
surrendered for payment of the redemption price.

If the Bank redeems fewer than all of the outstanding shares of Series J Preferred Stock, the depositary will
select the corresponding number of Series J Depositary Shares to be redeemed pro rata or by lot. In any such case,
Series J Depositary Shares will be redeemed only in increments of 40 Series J Depositary Shares and any integral
multiple thereof, and the notice mailed to such holder shall also specify the number of Series J Depositary Shares to
be redeemed from such holder.

The holders of Series J Depositary Shares at the close of business on a dividend record date are entitled to
receive the dividend payable with respect to the Series J Depositary Shares evidenced by such Series J Depositary
Shares on the corresponding dividend payment date notwithstanding the redemption of the Series J Depositary
Shares between such dividend record date and the corresponding dividend payment date or the Bank’s default in the
payment of the dividend due. Except as provided above, the Bank will make no payment or allowance for unpaid
dividends on the Series J Preferred Stock or Series J Depositary Shares to be redeemed.

Voting

Because each Series J Depositary Share represents a 1/40th ownership interest in a share of Series J
Preferred Stock, holders of depositary receipts are entitled to vote 1/40th of a vote per Series J Depositary Share
under those limited circumstances in which holders of the Series J Preferred Stock are entitled to vote, as described
above.
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When the depositary receives notice of any meeting at which the holders of the Series J Preferred Stock are
entitled to vote, the depositary will mail the information contained in the notice to the record holders of the Series J
Depositary Shares relating to the Series J Preferred Stock. Each record holder of the Series J Depositary Shares on
the record date, which will be the same date as the record date for the Series J Preferred Stock, may instruct the
depositary to vote the amount of the Series J Preferred Stock represented by the holder’s Series J Depositary Shares.
To the extent possible, the depositary will vote the amount of the Series J Preferred Stock represented by Series J
Depositary Shares in accordance with the instructions it receives. The Bank will agree to take all reasonable actions
that the depositary determines are necessary to enable the depositary to vote as instructed. If the depositary does not
receive specific instructions from the holders of any Series J Depositary Shares representing the Series J Preferred
Stock, it will abstain from voting with respect to such shares (but shall appear at the meeting with respect to such
shares unless directed to the contrary).

Withdrawal of Series J Preferred Stock

Upon surrender of Series J Depositary Shares at the principal office of the depositary, upon payment of any
unpaid amount due the depositary, and subject to the terms of the deposit agreement, the owner of the Series J
Depositary Shares evidenced thereby is entitled to delivery of the number of shares of Series J Preferred Stock and
all money and other property, if any, represented by such Series J Depositary Shares. Only whole shares of Series J
Preferred Stock may be withdrawn. If the Series J Depositary Shares surrendered by the holder in connection with
withdrawal exceed the number of Series J Depositary Shares that represent the number of whole shares of Series J
Preferred Stock to be withdrawn, the depositary will deliver to that holder at the same time a new depositary receipt
evidencing the excess number of Series J Depositary Shares. Holders of Series J Preferred Stock thus withdrawn
will not thereafter be entitled to deposit such shares under the deposit agreement or to receive Series J Depositary
Shares therefor.

Miscellaneous

The depositary will forward to the holders of Series J Depositary Shares any reports and communications
from the Bank with respect to the underlying Series J Preferred Stock. Neither the Bank nor the depositary will be
liable if any law or any circumstances beyond their control prevent or delay them from performing their obligations
under the deposit agreement. The obligations of the Bank and a depositary under the deposit agreement will be
limited to performing their duties without bad faith, gross negligence or willful misconduct. Neither the Bank nor a
depositary must prosecute or defend any legal proceeding with respect to any Series J Depositary Shares or the
underlying Series J Preferred Stock unless they are furnished with satisfactory indemnity. Both the Bank and the
depositary may rely on the written advice of counsel or accountants, or information provided by holders of Series J
Depositary Shares or other persons they believe in good faith to be competent, and on documents they believe in
good faith to be genuine and signed by a proper party. In the event a depositary receives conflicting claims, requests
or instructions from the Bank and any holders of Series J Depositary Shares, the depositary are entitled to act on the
claims, requests or instructions received from the Bank.

Book Entry, Delivery and Form

DTC acts as securities depositary for the Series J Depositary Shares. The Series J Depositary Shares are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC.

DTC has advised the Bank that it is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of New York Banking Law, a member of the Federal
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Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered under the provisions of Section 17A of the Exchange Act. DTC holds securities that its
Direct Participants deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of
sales and other securities transactions in deposited securities through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of DTCC.
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or through Indirect Participants. The rules applicable to DTC and its Direct and
Indirect Participants are on file with the SEC. More information about DTC can be found at www.dtcc.com.

Purchases of Series J Depositary Shares under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series J Depositary Shares on DTC’s records. The ownership interest
of the beneficial owner is in turn recorded on the Direct and Indirect Participants’ records. Beneficial owners will
not receive written confirmation from DTC of their purchase. Beneficial owners are, however, expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the
Direct or Indirect Participant through which the beneficial owner entered into the transaction. Transfers of
ownership interest in the Series J Depositary Shares are accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates
representing their ownership interest in the Series J Depositary Shares, except in the event that use of the book-entry
system for the Series J Depositary Shares is discontinued. Conveyance of notices and other communications by DTC
to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to beneficial owners are governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

To facilitate subsequent transfers, the Series J Depositary Shares deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by
an authorized representative of DTC. The deposit of Series J Depositary Shares with DTC and its registration in the
name of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual beneficial owners of the Series J Depositary Shares; DTC’s records reflect only the identity
of the Direct Participants to whose accounts are credited, which may or may not be the beneficial owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

In those instances where a vote is required, neither DTC nor Cede & Co. (nor any other DTC nominee) will
consent or vote with respect to the Series J Depositary Shares unless authorized by a Direct Participant. Under its
usual procedures, DTC mails an omnibus proxy to the Bank as soon as possible after the record date. The omnibus
proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series J
Depositary Shares are credited on the record date, which accounts are identified in a listing attached to the omnibus

proxy.

Redemption proceeds, distributions and dividend payments on the Series J Depositary Shares will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the
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Bank or the Bank’s agent on the payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Direct or Indirect Participants to beneficial owners are governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and are the responsibility of such Direct or Indirect Participant and not of DTC (nor its nominee), the
Bank or any agent of the Bank, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions and dividends to Cede & Co. (or such other DTC nominee) is
the responsibility of the Bank or the Bank’s agent, disbursement of such payments to Direct Participants are the
responsibility of DTC, and disbursement of such payments to the beneficial owners are the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing its services as securities depositary with respect to the Series J Depositary
Shares at any time by giving reasonable notice to the Bank or the Bank’s agent. Additionally, the Bank may decide
to discontinue the book-entry only system of transfers with respect to the Series J Depositary Shares. Under such
circumstances, if a successor depository is not obtained, the Bank will print and deliver certificates in fully
registered form for the Series J Depositary Shares.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Bank believes to be reliable, but the Bank takes no responsibility for the accuracy thereof.

Transfer Restrictions

The Series J Depositary Shares were offered and sold pursuant to an exemption from registration under the
Securities Act of 1933, as amended, and other exemptions provided by the laws of the United States and other
jurisdictions where such securities are offered and sold. The Series J Depositary Shares may only be transferred or
sold in compliance with all applicable state, federal and foreign securities laws.

DESCRIPTION OF DEPOSITARY SHARES, each representing a 1/40th interest in a share of Series K
Preferred Stock

Ranking

The Series K Preferred Stock ranks senior to the Common Stock and any other class or series of Preferred
Stock that by its terms ranks junior to the Series K Preferred Stock, and at least equally with the Series H Preferred
Stock, Series I Preferred Stock, Series J Preferred Stock, Series L Preferred Stock, Series M Preferred Stock and
Series N Preferred Stock and with all future series of Preferred Stock that the Bank may issue (except for any senior
stock that may be issued with the requisite consent of the holders of the Series K Preferred Stock and all other Series
K Parity Stock (as defined below)), with respect to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up.

Dividends

Holders of Series K Preferred Stock are entitled to receive, when and as declared by the Board (or a duly
authorized committee thereof), out of funds legally available for the payment of distributions, cash dividends that
are noncumulative and payable quarterly, at the rate of 4.125% of the liquidation preference per annum (equivalent
to $41.25 per annum per share of Series K Preferred Stock). Dividends on the Series K Preferred Stock, if declared,
are payable quarterly on the 30th day of each January, April, July and October, or, if any such date is not a business
day, the immediately preceding business day. A dividend period means each period commencing on (and including)
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a dividend payment date and continuing to (but excluding) the next succeeding dividend payment date, except that
the first dividend period for the initial issuance of shares of Series K Preferred Stock commenced upon (and
includes) the date of original issuance of those shares. If additional shares of Series K Preferred Stock are issued at a
future date, the first dividend period for such shares will commence upon (and include) the later of the date of
original issuance of Series K Preferred Stock and the first day of the quarterly period in which such later date of
issue occurs. That dividend and any dividend payable on the Series K Preferred Stock for any other partial dividend
period will be computed on the basis of a 360-day year consisting of twelve 30-day months. The Bank will pay
dividends to holders of record of Series K Preferred Stock as they appear in the Bank’s share records at the close of
business on the applicable record date designated by the Board for the payment of dividends that is not more than 60
nor less than 10 days prior to such dividend payment date; provided, however, that if the date fixed for redemption
of any Series K Preferred Stock occurs after a dividend is authorized and declared but before it is paid, such
dividend shall be paid as part of the redemption price to the person to whom the redemption price is paid.

No dividends on the Series K Preferred Stock will be declared or be paid or set aside for payment at any
time when the terms and provisions of any of the Bank’s agreements, including any agreement relating to its
indebtedness, prohibits such declaration, payment or setting aside for payment or provides that such declaration,
payment or setting aside for payment would constitute a breach of or a default under such agreement, or if such
authorization or payment is restricted or prohibited by law.

Dividends are not cumulative. If the Bank fails to declare a dividend for any dividend payment date, then
that dividend will not accumulate and be payable, the holders of the Series K Preferred Stock will have no right to
receive a dividend related to that dividend period, and the Bank will have no obligation to pay a dividend for the
related dividend period or to pay any interest, whether or not dividends on the Series K Preferred Stock are declared
for any future dividend period. If the Bank fails to pay or set aside for payment scheduled dividends (whether or not
declared) with respect to any six dividend periods (whether or not consecutive), holders of Series K Preferred Stock
are entitled to vote for the election of two directors, as described below under “-Voting Rights.”

Full dividends will not be declared or paid or set apart for payment on any Preferred Stock ranking on
parity with the Series K Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up (“Series K Parity Stock™) or any other shares of capital stock that rank junior to the Series
K Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation, dissolution or winding up
(“Series K Junior Stock”) during any dividend period unless dividends on the Series K Preferred Stock for that
dividend period are declared and paid in full. When such cash dividends are not paid in full, or a sum sufficient for
the full payment is not set aside, dividends upon shares of Series K Preferred Stock and dividends on other Series K
Parity Stock payable during the dividend period will be declared pro rata so that the amount of dividends payable
per share on the Series K Preferred Stock and any other Series K Parity Stock will in all cases bear to each other the
same ratio that full dividends for the then-current dividend period on the shares of Series K Preferred Stock and full
dividends, including required or permitted accumulations, if any, on shares of the other Series K Parity Stock, bear
to each other. If full dividends on the Series K Preferred Stock have not been declared and paid or set aside for
payment for a dividend period, the following restrictions will apply for that dividend period:

* no dividend or distribution, other than in shares of Series K Junior Stock, may be declared, set aside for
payment or paid on any shares of stock of any class or series of Series K Junior Stock;

+ the Bank may not redeem, purchase or otherwise acquire any Series K Junior Stock, and no monies may be
paid to or made available for a sinking fund for the redemption of any Series K Junior Stock, except by
conversion into or exchange for Series K Junior Stock, or by the tendering of Series K Junior Stock in
payment for the exercise of options under the Bank’s stock option plans then in effect; and
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« the Bank may not redeem, purchase or otherwise acquire any shares of the Series K Preferred Stock other
than pursuant to pro rata offers to purchase or exchange, or a concurrent redemption of all of, the
outstanding shares of Series K Preferred Stock.

There can be no assurances that any dividends on the Series K Preferred Stock will be declared or, if
declared, what the amounts of dividends will be or whether these dividends, if declared for any dividend period, will
continue for any future dividend period. The declaration and payment of future dividends on the Series K Preferred
Stock will be subject to business conditions, regulatory considerations, the Bank’s earnings and financial condition
and the judgment of the Board.

See “Item 1. Business—Supervision and Regulation—Restrictions on Dividends and Other Distributions”
in this Annual Report on Form 10-K for bank regulatory restrictions on the Bank’s ability to pay dividends on the
Bank’s capital stock.

Liquidation Rights

Upon any voluntary or involuntary liquidation, dissolution or winding up of First Republic Bank, the
holders of the outstanding shares of Series K Preferred Stock are entitled to be paid out of the assets of First
Republic Bank legally available for distribution to the Bank’s shareholders, before any distribution of assets is made
to holders of Common Stock or any other Series K Junior Stock, a liquidating distribution in the amount of a
liquidation preference of $1,000 per share, plus the sum of any declared and unpaid dividends for dividend periods
prior to the dividend period in which the liquidation distribution is made and declared and unpaid dividends for the
then current dividend period in which the liquidation distribution is made to the date of such liquidation distribution.
After payment of the full amount of the liquidating distributions to which they are entitled, the holders of Series K
Preferred Stock will have no right or claim to any of the Bank’s remaining assets.

Distributions will be made only to the extent that the Bank’s assets that are available after satisfaction of all
liabilities to depositors, and creditors and subject to the rights of any securities ranking senior to the Series K
Preferred Stock. If the Bank’s remaining assets are not sufficient to pay the full liquidating distributions to the
holders of all outstanding Series K Preferred Stock and all Series K Parity Stock, then the Bank will distribute the
Bank’s assets to those holders pro rata in proportion to the full liquidating distributions to which they would
otherwise have received.

For purposes of the liquidation rights, neither the sale, conveyance, lease, exchange or transfer (for cash,
shares of stock, securities or other consideration) of all or substantially all of the Bank’s property or business, nor the
consolidation or merger by the Bank with or into any other entity or by another entity with or into the Bank will
constitute a liquidation, dissolution or winding up of the Bank. If the Bank enters into any merger or consolidation
transaction with or into any other entity and the Bank is not the surviving entity in such transaction, the Series K
Preferred Stock may be converted into shares of the surviving or successor corporation or the direct or indirect
parent of the surviving or successor corporation having terms identical to the terms of the Series K Preferred Stock
set forth herein.

Conversion Rights

The Series K Preferred Stock is not convertible into or exchangeable for any other of the Bank’s property,
interests or securities.
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Redemption Rights
Optional Redemption

The Series K Preferred Stock is not subject to any mandatory redemption, sinking fund or other similar
provisions. However, the Series K Preferred Stock may be redeemed on or after October 30, 2025, with not less than
30 days’ and not more than 60 days’ notice (“Series K Optional Redemption™). On that date or any date thereafter,
the Bank may redeem the Series K Preferred Stock from time to time, in whole or in part, at the Bank’s option, for
cash, subject to the approval of the appropriate federal banking agency (and any state banking agency, as may be
required by law), at the cash redemption price provided below. Dividends will not accrue on those shares of Series K
Preferred Stock on and after the redemption date. Neither the holders of Series K Preferred Stock nor the holders of
the Series K Depositary Shares have the right to require the redemption or repurchase of the Series K Preferred
Stock.

Redemption Following a Regulatory Capital Event

The Bank may redeem the Series K Preferred Stock, in whole but not in part, for cash, at any time within
90 days following a Series K Regulatory Capital Treatment Event, at the Bank’s option, subject to the approval of
the appropriate federal banking agency, at the cash redemption price provided below (“Series K Regulatory Event
Redemption”). A “Series K Regulatory Capital Treatment Event” means the Bank’s good faith determination that, as
a result of (i) any amendment to, or change in, the laws or regulations of the United States or any political
subdivision of or in the United States that is enacted or becomes effective after the initial issuance of the Series K
Preferred Stock; (ii) any proposed change in those laws or regulations that is announced after the initial issuance of
the Series K Preferred Stock; or (iii) any official administrative decision or judicial decision or administrative action
or other official pronouncement interpreting or applying those laws or regulations that is announced after the initial
issuance of the Series K Preferred Stock, there is more than an insubstantial risk that the Bank will not be entitled to
treat the full liquidation value of the Series K Preferred Stock then outstanding as “Tier 1 Capital” (or its equivalent)
for purposes of the capital adequacy guidelines of the FDIC (or, as and if applicable, the capital adequacy guidelines
or regulations of any successor appropriate federal banking agency), as then in effect and applicable, for as long as
any share of Series K Preferred Stock is outstanding. Dividends will not accrue on those shares of Series K Preferred
Stock on and after the redemption date.

Redemption Price

The redemption price for any redemption of Series K Preferred Stock, whether a Series K Optional
Redemption or Series K Regulatory Event Redemption, will be equal to $1,000 per share of Series K Preferred
Stock (equivalent to $25 per Series K Depositary Share) plus the sum of any declared and unpaid dividends for prior
dividend periods and accrued but unpaid and undeclared dividends for the then-current dividend period to, but
excluding, the date of redemption.

Redemption Procedures

If the Bank elects to redeem any shares of Series K Preferred Stock, the Bank will provide notice by first
class mail, postage prepaid, addressed to the holders of record of the shares of Series K Preferred Stock to be
redeemed, mailed not less than 30 days and not more than 60 days before the date fixed for redemption thereof
(provided, however, that if the shares of Series K Preferred Stock or the Series K Depositary Shares are held in
book-entry form through DTC, the Bank may give this notice in any manner permitted by DTC). Any notice mailed
or otherwise given as provided in this paragraph will be conclusively presumed to have been duly given, whether or

44



not the holder receives this notice, and failure duly to give this notice by mail or otherwise, or any defect in this
notice or in the mailing or provision of this notice, to any holder of shares of Series K Preferred Stock designated for
redemption will not affect the redemption of any other shares of Series K Preferred Stock. Each notice of
redemption shall state:

*  the redemption date;

*  the redemption price;

e if fewer than all shares of Series K Preferred Stock are to be redeemed, the number of shares of Series K
Preferred Stock to be redeemed; and

*  the manner in which holders of Series K Preferred Stock called for redemption may obtain payment of the
redemption price in respect to those shares.

If notice of redemption of any shares of Series K Preferred Stock has been given and if the funds necessary
for such redemption have been set aside by the Bank in trust for the benefit of the holders of any shares of Series K
Preferred Stock so called for redemption, then from and after the redemption date such shares of Series K Preferred
Stock will no longer be deemed outstanding, and all rights of the holders of such shares will terminate, except the
right to receive the redemption price, without interest.

In the case of any redemption of only part of the Series K Preferred Stock at the time outstanding, the
shares of Series K Preferred Stock to be redeemed will be selected either pro rata or by lot. Subject to the provisions
hereof, the Board will have the full power and authority to prescribe the terms and conditions upon which shares of
Series K Preferred Stock may be redeemed from time to time.

The Series K Preferred Stock has no stated maturity and will not be subject to any sinking fund or
mandatory redemption provisions.

Regulatory Restrictions on Redemption Rights

Under current risk-based capital regulations, a bank insured by the FDIC may not redeem shares of
Preferred Stock included as Tier 1 capital without the prior approval of the FDIC. Any redemption of the Series K
Preferred Stock is subject to the Bank’s receipt of any required prior approval by the FDIC and the Commissioner
and to the satisfaction of any conditions in the capital guidelines or regulations of the FDIC applicable to such
redemption. Ordinarily, the FDIC would not permit such a redemption unless the FDIC determines that the bank’s
condition and circumstances warrant the reduction of a source of permanent capital.

Voting Rights

Registered owners of Series K Preferred Stock will not have any voting rights, except as set forth below or
as otherwise required by law.

On any matter in which the Series K Preferred Stock is entitled to vote as a class with holders of any other
shares upon which like voting rights have been conferred and are exercisable, including any action by written
consent, each share of Series K Preferred Stock are entitled to one vote. As more fully described under “-Description
of Series K Depositary Shares,” the depositary, as holder of all Series K Preferred Stock, will grant 1/40th of a vote
per depositary share to the registered owner of each Series K Depositary Share so that each Series K Depositary
Share is entitled to exercise its proportionate voting rights.
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If at any time the full amount of dividends on the Series K Preferred Stock have not been paid or set aside
for payment (whether or not declared) for any six dividend periods (whether or not consecutive), holders of the
Series K Depositary Shares voting as a single class together with holders of any other stock, including the Series H
Preferred Stock, Series I Preferred Stock, Series J Preferred Stock, Series L Preferred Stock, Series M Preferred
Stock and Series N Preferred Stock that ranks on a parity with the Series K Preferred Stock as to payment of
dividends and that has voting rights equivalent to those described in this paragraph (“Series K Voting Parity Stock™),
are entitled to elect the Preferred Stock Directors at any annual meeting of shareholders or any special meeting of
the holders of Series K Preferred Stock and any Series K Voting Parity Stock, and the holders of the Common Stock
are entitled to vote for the election of the remaining number of directors authorized by the Articles or Bylaws. The
Board will at no time have more than two Preferred Stock Directors.

If, at any time after the right to elect directors is vested in the Series K Preferred Stock, the holders of the
Series K Preferred Stock and any Series K Voting Parity Stock call a special meeting of shareholders for the election
of directors, and at the time the special meeting is called, the election of the Preferred Stock Directors to the Board
would cause the number of directors to exceed the maximum number authorized under the Articles or Bylaws, then
the holders of Series K Preferred Stock and any Series K Voting Parity Stock, voting as a single class, shall be
entitled to elect the Preferred Stock Directors and the Common Stock shall be entitled to elect the remaining number
of authorized directors, the terms of office of all persons who were directors immediately prior to the special
meeting shall terminate, and the directors elected by the holders of the Bank’s Series K Preferred Stock and any
Series K Voting Parity Stock and the directors elected by the holders of the Common Stock shall constitute the
directors of the Bank until the next annual meeting.

The Preferred Stock Directors elected at any such special meeting will hold office until the next annual
meeting of the Bank’s sharecholders unless they have been previously terminated as described below. Except as
otherwise provided for by applicable law, any Preferred Stock Director may be removed only by the vote of the
holders of record of the outstanding Series K Preferred Stock entitled to vote (voting together as a single class with
holders of any Series K Voting Parity Stock). As long as the right to elect Preferred Stock Directors is continuing,(i)
any vacancy in the office of any Preferred Stock Director may be filled by the vote of the holders of record of the
outstanding Series K Preferred Stock entitled to vote (voting together as a single class with holders of any Series K
Voting Parity Stock), and (ii) in the case of the removal of any Preferred Director, the vacancy may be filled by the
vote of the holders of the outstanding Series K Preferred Stock entitled to vote (voting together as a single class with
holders of any Series K Voting Parity Stock) at the same meeting at which such removal shall be voted. Until the
time that any such vacancy is filled at a shareholder meeting as provided above, a successor shall be elected by the
Board to serve until the next such shareholder meeting upon the nomination of the then remaining Preferred Stock
Director.

Whenever all dividends on the Series K Preferred Stock and any other stock upon which like voting rights
have been conferred and are exercisable have been paid in full for four consecutive dividend periods (or otherwise
for at least one year), then the right of the holders of Series K Preferred Stock to elect the Preferred Stock Directors
will cease (but subject always to the same provisions for the vesting of these voting rights in the case of any similar
non-payment of dividends in respect of future dividend periods), and if no other shareholders have like voting rights
that are then exercisable, the terms of office of all Preferred Stock Directors will immediately terminate.

The Bank cannot take any of the following actions without the affirmative vote of holders of at least two-
thirds of the outstanding shares of Series K Preferred Stock:
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« create any class or series of shares that ranks, as to dividends or distribution of assets, senior to the Series K
Preferred Stock; or

«  alter or change the provisions of the Articles, the Certificate of Determination governing the Series K
Preferred Stock or the Bylaws so as to adversely affect the voting powers, preferences or special rights of
the holders of the Series K Preferred Stock;

provided, however, that with respect to the occurrence of any event listed in the second bullet point above,
so long as any shares of Series K Preferred Stock remain outstanding with the terms thereof unchanged or new
shares of the surviving corporation or entity are issued with the identical terms as the Series K Preferred Stock, in
each case taking into account that upon the occurrence of this event the Bank may not be the surviving entity, the
occurrence of any such event shall not be deemed to adversely affect any right, preference, privilege or voting power
of the Series K Preferred Stock or the holders thereof, and provided, further, that any increase in the amount of the
Bank’s authorized Common Stock or Preferred Stock or the creation or issuance of any other Series K Parity Stock
or Series K Junior Stock and any change to the number of directors or number of classes of directors shall not,
except as provided by law, be deemed to adversely affect such rights, preferences, privileges or voting powers.

Under California law, in addition to any required approval by its board of directors or its voting
shareholders, an amendment to the articles of incorporation of a California corporation also must be approved by the
affirmative vote of a majority of the outstanding shares of a class of shares, whether or not such class is entitled to a
vote by the articles of incorporation, if the amendment proposes to: (i) increase or decrease the aggregate number of
authorized shares of such class; (ii) effect an exchange, reclassification, or cancellation of all or part of the shares of
such class; (iii) effect an exchange, or create a right of exchange, of all or part of the shares of another class into the
shares of such class; (iv) change the rights, preferences, privileges or restrictions of the shares of such class; (v)
create a new class of shares having rights, preferences or privileges prior to the shares of such class, or increase the
rights, preferences or privileges or the number of authorized shares of any class having rights, preferences or
privileges prior to the shares of such class; (vi) in the case of preferred shares, divide the shares of any class into
series having different rights, preferences, privileges or restrictions or authorize the board to do so; or (vii) cancel or
otherwise affect dividends on the shares of such class which have accrued but have not been paid.

The holders of Series K Preferred Stock will have no voting rights if the Bank redeems all outstanding
Series K Preferred Stock (or call for redemption all outstanding Series K Preferred Stock and deposit sufficient
funds in a trust to effect the redemption) on or before the time the act occurs that would otherwise require a vote.

Regulatory Risk of Voting Rights

Although the Bank does not believe that any series of its Preferred Stock is considered “voting securities”
for purposes of the BHCA, if one or more series were to become a class of “voting securities,” whether because the
Bank has missed six dividend payments and, as a result, holders of the Preferred Stock have the right to elect
directors, or for other reasons, a “company” (as that term is defined for purposes of the BHCA) that owns or controls
25% or more of such class, or less than 25% if it otherwise exercises any “controlling influence” over the Bank
(including by holding 25% or more or, in some cases, one-third or more of the Bank’s total equity), may then be
subject to regulation as a bank holding company in accordance with the BHCA. In addition, if one or more series of
Preferred Stock becomes a class of “voting securities”:

e any bank holding company may be required to obtain the prior approval of the Federal Reserve to acquire
or retain more than 5% of such series of Preferred Stock;
» any person (or group of persons acting in concert) other than a bank holding company may be required to
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obtain the approval of the FDIC under the CIBCA to acquire or retain 10% or more such series of Preferred
Stock; and

*  any person may be required to obtain the prior approval of the Commissioner before acquiring “control” of
the Bank, as defined in California statutes and regulations.

Holders of Preferred Stock should consult their own counsel with regard to regulatory implications.
Description of Series K Depositary Shares
General

The Series K Preferred Stock are deposited with the depositary, under a deposit agreement. Each Series K
Depositary Share will represent a 1/40th fractional ownership interest in a share of Series K Preferred Stock. Subject
to the terms of the deposit agreement, each holder of a Series K Depositary Share is entitled to all the rights and
preferences of a 1/40th fractional ownership interest in a share of Series K Preferred Stock (including dividend,
voting, redemption and liquidation rights and preferences). Immediately following the Bank’s issuance of the Series
K Preferred Stock, the Bank will deposit the Series K Preferred Stock with the depositary, which upon the Bank’s
instructions will issue and deliver the Series K Depositary Shares to DTC for credit to the accounts of such
participants of DTC and in such amounts as BofA Securities, Inc., J.P. Morgan Securities LLC, Morgan Stanley &
Co. LLC, UBS Securities LLC and Wells Fargo Securities, LLC shall specify.

Listing
The Series K Preferred Depositary Shares are listed on the NYSE under the symbol “FRC-PrK.”
Dividends

Each dividend payable on a Series K Depositary Share is in an amount equal to 1/40th of the dividend
declared and payable on each share of Series K Preferred Stock.

The depositary will distribute all cash dividends paid on the Series K Preferred Stock to the record holders
of the Series K Depositary Shares in proportion to the number of Series K Depositary Shares held by the holders.
The depositary will distribute only such amount, however, as can be distributed without attributing to any holder of
Series K Depositary Shares a fraction of one cent, and any balance not so distributable will be held by the depositary
(without liability for interest thereon) and will be added to and be treated as part of the next sum received by the
depositary for distribution to record holders of Series K Depositary Shares then outstanding.

If a dividend is other than in cash and it is feasible for the depositary to distribute the property it receives,
the depositary, upon written instructions from the Bank, will distribute the property to the record holders of the
Series K Depositary Shares . If such a distribution is not feasible and the Bank so directs, the depositary will sell on
behalf of the holders of Series K Depositary Shares the property and distribute the net proceeds from the sale to the
holders of the Series K Depositary Shares in proportion to the number of Series K Depositary Shares held by the
holders.

Record dates for the payment of dividends and other matters relating to the Series K Depositary Shares will
be the same as the corresponding record dates for the Series K Preferred Stock.
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The amounts distributed to holders of Series K Depositary Shares will be reduced by any amounts required
to be withheld by the depositary or by the Bank on account of taxes or other governmental charges. The depositary
may refuse to make any payment or distribution, or any transfer, exchange or withdrawal of any Series K Depositary
Shares or the Series K Preferred Stock until such taxes or other governmental charges are paid. To the extent that the
depositary determines that amounts are required to be withheld in relation to the distribution of any property
pursuant to the deposit agreement, the depositary may, in certain circumstances, sell all or a portion of such property
to pay such taxes and distribute the balance of the net proceeds (after the deduction of such taxes) to the holder of
the Series K Depositary Shares in proportion to the number of Series K Depositary Shares held by the holder.

Liquidation Preference

In the event of any liquidation, dissolution or winding up of the Bank’s affairs, the holders of the Series K
Depositary Shares are entitled to 1/40th of the liquidation preference accorded each share of Series K Preferred
Stock.

If the Bank consolidates or merges with or into any other entity or the Bank sells, leases, transfers or
conveys all or substantially all of the Bank’s property or business, the Bank will not be deemed to have liquidated,
dissolved or wound up. In the event of the Bank’s liquidation, dissolution or winding up, a holder of Series K
Depositary Shares will receive the fraction of the liquidation preference accorded each share of underlying Series K
Preferred Stock represented by the Series K Depositary Shares.

Redemption

Whenever the Bank redeems any of the Series K Preferred Stock held by the depositary, the depositary will
redeem as of the same redemption date, from the proceeds received by the depositary resulting from the redemption
of the Series K Preferred Stock held by the depositary, the number of Series K Depositary Shares representing the
redeemed Series K Preferred Stock. A notice of the redemption furnished by the Bank will be mailed by the
depositary by first class mail, postage prepaid, not less than 30 nor more than 60 days before the date fixed for
redemption thereof, addressed to the respective holders of record of the Series K Depositary Shares to be redeemed
at their respective addresses as they appear on the share transfer records of the depositary (provided, however, that if
the Series K Depositary Shares are held in book-entry form through DTC, the Bank may give this notice in any
manner permitted by DTC). A failure to give such notice or any defect in the notice or in the Bank’s mailing will not
affect the validity of the proceedings for the redemption of any shares of Series K Preferred Stock or Series K
Depositary Shares except as to the holder to whom notice was defective or not given. Each notice shall state:

*  the redemption date;

» the redemption price;

¢ if fewer than all shares of Series K Preferred Stock are to be redeemed, the number of shares of Series K
Preferred Stock to be redeemed (and the corresponding number of Series K Depositary Shares ); and

« the place or places where the depositary receipts evidencing the Series K Depositary Shares are to be
surrendered for payment of the redemption price.

If the Bank redeems fewer than all of the outstanding shares of Series K Preferred Stock, the depositary
will select the corresponding number of Series K Depositary Shares to be redeemed pro rata or by lot. In any such
case, Series K Depositary Shares will be redeemed only in increments of 40 Series K Depositary Shares and any
integral multiple thereof, and the notice mailed to such holder shall also specify the number of Series K Depositary
Shares to be redeemed from such holder.
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The holders of Series K Depositary Shares at the close of business on a dividend record date are entitled to
receive the dividend payable with respect to the Series K Depositary Shares evidenced by such Series K Depositary
Shares on the corresponding dividend payment date notwithstanding the redemption of the Series K Depositary
Shares between such dividend record date and the corresponding dividend payment date or the Bank’s default in the
payment of the dividend due. Except as provided above, the Bank will make no payment or allowance for unpaid
dividends on the Series K Preferred Stock or Series K Depositary Shares to be redeemed.

Voting

Because each Series K Depositary Share represents a 1/40th ownership interest in a share of Series K
Preferred Stock, holders of depositary receipts are entitled to vote 1/40th of a vote per Series K Depositary Share
under those limited circumstances in which holders of the Series K Preferred Stock are entitled to vote, as described
above.

When the depositary receives notice of any meeting at which the holders of the Series K Preferred Stock
are entitled to vote, the depositary will mail the information contained in the notice to the record holders of the
Series K Depositary Shares relating to the Series K Preferred Stock. Each record holder of the Series K Depositary
Shares on the record date, which will be the same date as the record date for the Series K Preferred Stock, may
instruct the depositary to vote the amount of the Series K Preferred Stock represented by the holder’s Series K
Depositary Shares. To the extent possible, the depositary will vote the amount of the Series K Preferred Stock
represented by Series K Depositary Shares in accordance with the instructions it receives. The Bank will agree to
take all reasonable actions that the depositary determines are necessary to enable the depositary to vote as instructed.
If the depositary does not receive specific instructions from the holders of any Series K Depositary Shares
representing the Series K Preferred Stock, it will abstain from voting with respect to such shares (but shall appear at
the meeting with respect to such shares unless directed to the contrary).

Withdrawal of Series K Preferred Stock

Upon surrender of Series K Depositary Shares at the principal office of the depositary, upon payment of
any unpaid amount due the depositary, and subject to the terms of the deposit agreement, the owner of the Series K
Depositary Shares evidenced thereby is entitled to delivery of the number of shares of Series K Preferred Stock and
all money and other property, if any, represented by such Series K Depositary Shares. Only whole shares of Series K
Preferred Stock may be withdrawn. If the Series K Depositary Shares surrendered by the holder in connection with
withdrawal exceed the number of Series K Depositary Shares that represent the number of whole shares of Series K
Preferred Stock to be withdrawn, the depositary will deliver to that holder at the same time a new depositary receipt
evidencing the excess number of Series K Depositary Shares. Holders of Series K Preferred Stock thus withdrawn
will not thereafter be entitled to deposit such shares under the deposit agreement or to receive Series K Depositary
Shares therefor.

Miscellaneous

The depositary will forward to the holders of Series K Depositary Shares any reports and communications
from the Bank with respect to the underlying Series K Preferred Stock. Neither the Bank nor the depositary will be
liable if any law or any circumstances beyond their control prevent or delay them from performing their obligations
under the deposit agreement. The obligations of the Bank and a depositary under the deposit agreement will be
limited to performing their duties without bad faith, gross negligence or willful misconduct. Neither the Bank nor a
depositary must prosecute or defend any legal proceeding with respect to any Series K Depositary Shares or the
underlying Series K Preferred Stock unless they are furnished with satisfactory indemnity. Both the Bank and the
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depositary may rely on the written advice of counsel or accountants, or information provided by holders of Series K
Depositary Shares or other persons they believe in good faith to be competent, and on documents they believe in
good faith to be genuine and signed by a proper party. In the event a depositary receives conflicting claims, requests
or instructions from the Bank and any holders of Series K Depositary Shares, the depositary are entitled to act on the
claims, requests or instructions received from the Bank.

Book Entry, Delivery and Form

DTC acts as securities depositary for the Series K Depositary Shares. The Series K Depositary Shares are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC.

DTC has advised the Bank that it is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered under the provisions of Section 17A of the Exchange Act. DTC holds securities that its
Direct Participants deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of
sales and other securities transactions in deposited securities through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of DTCC.
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or through Indirect Participants. The rules applicable to DTC and its Direct and
Indirect Participants are on file with the SEC. More information about DTC can be found at www.dtcc.com.

Purchases of Series K Depositary Shares under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series K Depositary Shares on DTC’s records. The ownership
interest of the beneficial owner is in turn recorded on the Direct and Indirect Participants’ records. Beneficial owners
will not receive written confirmation from DTC of their purchase. Beneficial owners are, however, expected to
receive written confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the beneficial owner entered into the transaction. Transfers of
ownership interest in the Series K Depositary Shares are accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates
representing their ownership interest in the Series K Depositary Shares, except in the event that use of the book-
entry system for the Series K Depositary Shares is discontinued. Conveyance of notices and other communications
by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to beneficial owners are governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

To facilitate subsequent transfers, the Series K Depositary Shares deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested
by an authorized representative of DTC. The deposit of Series K Depositary Shares with DTC and its registration in
the name of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual beneficial owners of the Series K Depositary Shares; DTC’s records reflect only the identity
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of the Direct Participants to whose accounts are credited, which may or may not be the beneficial owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

In those instances where a vote is required, neither DTC nor Cede & Co. (nor any other DTC nominee) will
consent or vote with respect to the Series K Depositary Shares unless authorized by a Direct Participant. Under its
usual procedures, DTC mails an omnibus proxy to the Bank as soon as possible after the record date. The omnibus
proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series K
Depositary Shares are credited on the record date, which accounts are identified in a listing attached to the omnibus

proxy.

Redemption proceeds, distributions and dividend payments on the Series K Depositary Shares will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the
Bank or the Bank’s agent on the payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Direct or Indirect Participants to beneficial owners are governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and are the responsibility of such Direct or Indirect Participant and not of DTC (nor its nominee), the
Bank or any agent of the Bank, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions and dividends to Cede & Co. (or such other DTC nominee) is
the responsibility of the Bank or the Bank’s agent, disbursement of such payments to Direct Participants are the
responsibility of DTC, and disbursement of such payments to the beneficial owners are the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing its services as securities depositary with respect to the Series K Depositary
Shares at any time by giving reasonable notice to the Bank or the Bank’s agent. Additionally, the Bank may decide
to discontinue the book-entry only system of transfers with respect to the Series K Depositary Shares. Under such
circumstances, if a successor depository is not obtained, the Bank will print and deliver certificates in fully
registered form for the Series K Depositary Shares.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Bank believes to be reliable, but the Bank takes no responsibility for the accuracy thereof.

Transfer Restrictions

The Series K Depositary Shares were offered and sold pursuant to an exemption from registration under the
Securities Act of 1933, as amended, and other exemptions provided by the laws of the United States and other
jurisdictions where such securities are offered and sold. The Series K Depositary Shares may only be transferred or
sold in compliance with all applicable state, federal and foreign securities laws.

DESCRIPTION OF DEPOSITARY SHARES, each representing a 1/40th interest in a share of Series L
Preferred Stock

Ranking

The Series L Preferred Stock ranks senior to the Common Stock and any other class or series of Preferred
Stock that by its terms ranks junior to the Series L Preferred Stock, and at least equally with the Series H Preferred
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Stock, Series I Preferred Stock, Series J Preferred Stock, Series K Preferred Stock, Series M Preferred Stock and
Series N Preferred Stock and with all future series of Preferred Stock that the Bank may issue (except for any senior
stock that may be issued with the requisite consent of the holders of the Series L Preferred Stock and all other Series
L Parity Stock (as defined below)), with respect to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up.

Dividends

Holders of Series L Preferred Stock are entitled to receive, when, as and if declared by the Board (or a duly
authorized committee thereof), out of funds legally available for the payment of distributions, cash dividends that
are noncumulative and payable quarterly, at the rate of 4.250% of the liquidation preference per annum (equivalent
to $42.50 per annum per share of Series L Preferred Stock). Dividends on the Series L Preferred Stock, if declared,
are payable quarterly on the 30th day of each January, April, July and October or, if any such date is not a business
day, the immediately preceding business day. A dividend period means each period commencing on (and including)
a dividend payment date and continuing to (but excluding) the next succeeding dividend payment date, except that
the first dividend period for the initial issuance of shares of Series L Preferred Stock commenced upon (and
includes) the date of original issuance of those shares. If additional shares of Series L Preferred Stock are issued at a
future date, the first dividend period for such shares will commence upon (and include) the later of the date of
original issuance of Series L Preferred Stock and the first day of the quarterly period in which such later date of
issue occurs. That dividend and any dividend payable on the Series L Preferred Stock for any other partial dividend
period will be computed on the basis of a 360-day year consisting of twelve 30-day months. The Bank will pay
dividends to holders of record of Series L Preferred Stock as they appear in the Bank’s share records at the close of
business on the applicable record date designated by the Board for the payment of dividends that is not more than 60
nor less than 10 days prior to such dividend payment date; provided, however, that if the date fixed for redemption
of any Series L Preferred Stock occurs after a dividend is authorized and declared but before it is paid, such dividend
shall be paid as part of the redemption price to the person to whom the redemption price is paid.

No dividends on the Series L Preferred Stock will be declared or be paid or set aside for payment at any
time when the terms and provisions of any of the Bank’s agreements, including any agreement relating to its
indebtedness, prohibits such declaration, payment or setting aside for payment or provides that such declaration,
payment or setting aside for payment would constitute a breach of or a default under such agreement, or if such
authorization or payment is restricted or prohibited by law.

Dividends are not cumulative. If the Bank fails to declare a dividend for any dividend payment date, then
that dividend will not accumulate and be payable, the holders of the Series L Preferred Stock will have no right to
receive a dividend related to that dividend period, and the Bank will have no obligation to pay a dividend for the
related dividend period or to pay any interest, whether or not dividends on the Series L Preferred Stock are declared
for any future dividend period. If the Bank fails to pay or set aside for payment scheduled dividends (whether or not
declared) with respect to any six dividend periods (whether or not consecutive), holders of Series L Preferred Stock
are entitled to vote for the election of two directors, as described below under “—Voting Rights.”

Full dividends will not be declared or paid or set apart for payment on any Preferred Stock ranking on
parity with the Series L Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up (“Series L Parity Stock™) or any other shares of capital stock that rank junior to the Series
L Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation, dissolution or winding up
(“Series L Junior Stock”) during any dividend period unless dividends on the Series L Preferred Stock for that
dividend period are declared and paid in full. When such cash dividends are not paid in full, or a sum sufficient for
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the full payment is not set aside, dividends upon shares of Series L Preferred Stock and dividends on other Series L
Parity Stock payable during the dividend period will be declared pro rata so that the amount of dividends payable
per share on the Series L Preferred Stock and any other Series L Parity Stock will in all cases bear to each other the
same ratio that full dividends for the then-current dividend period on the shares of Series L Preferred Stock and full
dividends, including required or permitted accumulations, if any, on shares of the other Series L Parity Stock, bear to
each other. If full dividends on the Series L Preferred Stock have not been declared and paid or set aside for payment
for a dividend period, the following restrictions will apply for that dividend period:

*  no dividend or distribution, other than in shares of Series L Junior Stock, may be declared, set aside for
payment or paid on any shares of stock of any class or series of Series L Junior Stock;

* the Bank may not redeem, purchase or otherwise acquire any Series L Junior Stock, and no monies may be
paid to or made available for a sinking fund for the redemption of any Series L Junior Stock, except by
conversion into or exchange for Series L Junior Stock, or by the tendering of Series L Junior Stock in
payment for the exercise of options under the Bank’s stock option plans then in effect; and

+ the Bank may not redeem, purchase or otherwise acquire any shares of the Series L Preferred Stock other
than pursuant to pro rata offers to purchase or exchange, or a concurrent redemption of all of, the
outstanding shares of Series L Preferred Stock.

There can be no assurances that any dividends on the Series L Preferred Stock will be declared or, if
declared, what the amounts of dividends will be or whether these dividends, if declared for any dividend period, will
continue for any future dividend period. The declaration and payment of future dividends on the Series L Preferred
Stock will be subject to business conditions, regulatory considerations, the Bank’s earnings and financial condition
and the judgment of the Board.

See “Item 1. Business—Supervision and Regulation—Restrictions on Dividends and Other Distributions”
in this Annual Report on Form 10-K for bank regulatory restrictions on the Bank’s ability to pay dividends on the
Bank’s capital stock.

Liquidation Rights

Upon any voluntary or involuntary liquidation, dissolution or winding up of First Republic Bank, the
holders of the outstanding shares of Series L Preferred Stock are entitled to be paid out of the assets of First
Republic Bank legally available for distribution to the Bank’s shareholders, before any distribution of assets is made
to holders of Common Stock or any other Series L Junior Stock, a liquidating distribution in the amount of a
liquidation preference of $1,000 per share, plus the sum of any declared and unpaid dividends for dividend periods
prior to the dividend period in which the liquidation distribution is made and declared and unpaid dividends for the
then current dividend period in which the liquidation distribution is made to the date of such liquidation distribution.
After payment of the full amount of the liquidating distributions to which they are entitled, the holders of Series L
Preferred Stock will have no right or claim to any of the Bank’s remaining assets.

Distributions will be made only to the extent that the Bank’s assets that are available after satisfaction of all
liabilities to the Bank’s depositors and creditors and subject to the rights of any securities ranking senior to the
Series L Preferred Stock, if any. If the Bank’s remaining assets are not sufficient to pay the full liquidating
distributions to the holders of all outstanding Series L Preferred Stock and all Series L Parity Stock, then the Bank
will distribute the Bank’s assets to those holders pro rata in proportion to the full liquidating distributions to which
they would otherwise have received.
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For purposes of the liquidation rights, neither the sale, conveyance, lease, exchange or transfer (for cash,
shares of stock, securities or other consideration) of all or substantially all of the Bank’s property or business, nor the
consolidation or merger by the Bank with or into any other entity or by another entity with or into the Bank will
constitute a liquidation, dissolution or winding up of the Bank. If the Bank enters into any merger or consolidation
transaction with or into any other entity and the Bank is not the surviving entity in such transaction, the Series L
Preferred Stock may be converted into shares of the surviving or successor corporation or the direct or indirect
parent of the surviving or successor corporation having terms identical to the terms of the Series L Preferred Stock
set forth herein.

Conversion Rights

The Series L Preferred Stock is not convertible into or exchangeable for any other of the Bank’s property,
interests or securities.

Redemption Rights
Optional Redemption

The Series L Preferred Stock is not subject to any mandatory redemption, sinking fund or other similar
provisions. However, the Series L Preferred Stock may be redeemed on or after March 30, 2026, upon not less than
30 days’ and not more than 60 days’ notice (“Series L Optional Redemption”). On that date or any date thereafter,
the Bank may redeem the Series L Preferred Stock from time to time, in whole or in part, at the Bank’s option, for
cash, subject to the approval of the appropriate federal banking agency (and any state banking agency), as may be
required by law, at the cash redemption price provided below. Dividends will not accrue on those shares of Series L
Preferred Stock on and after the redemption date. Neither the holders of Series L Preferred Stock nor the holders of
the Series L Depositary Shares have the right to require the redemption or repurchase of the Series L Preferred
Stock.

Redemption Following a Regulatory Capital Event

The Bank may redeem the Series L Preferred Stock, in whole but not in part, for cash, at any time within 90
days following a Series L Regulatory Capital Treatment Event, at the Bank’s option, subject to the approval of the
appropriate federal banking agency, at the cash redemption price provided below (“Series L Regulatory Event
Redemption”). A “Series L Regulatory Capital Treatment Event” means the Bank’s good faith determination that, as
a result of (i) any amendment to, or change in, the laws or regulations of the United States or any political
subdivision of or in the United States that is enacted or becomes effective after the initial issuance of the Series L
Preferred Stock; (ii) any proposed change in those laws or regulations that is announced after the initial issuance of
the Series L Preferred Stock; or (iii) any official administrative decision or judicial decision or administrative action
or other official pronouncement interpreting or applying those laws or regulations that is announced after the initial
issuance of the Series L Preferred Stock, there is more than an insubstantial risk that the Bank will not be entitled to
treat the full liquidation value of the Series L Preferred Stock then outstanding as “Tier 1 Capital” (or its equivalent)
for purposes of the capital adequacy guidelines of the FDIC (or, as and if applicable, the capital adequacy guidelines
or regulations of any successor appropriate federal banking agency), as then in effect and applicable, for as long as
any share of Series L Preferred Stock is outstanding. Dividends will not accrue on those shares of Series L Preferred
Stock on and after the redemption date.
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Redemption Price

The redemption price for any redemption of Series L Preferred Stock, whether a Series L Optional
Redemption or Series L Regulatory Event Redemption, will be equal to $1,000 per share of Series L Preferred Stock
(equivalent to $25 per Series L Depositary Share) plus the sum of any declared and unpaid dividends for prior
dividend periods and accrued but unpaid and undeclared dividends for the then-current dividend period to, but
excluding, the date of redemption.

Redemption Procedures

If the Bank elects to redeem any shares of Series L Preferred Stock, the Bank will provide notice by first
class mail, postage prepaid, addressed to the holders of record of the shares of Series L Preferred Stock to be
redeemed, mailed not less than 30 days and not more than 60 days before the date fixed for redemption thereof
(provided, however, that if the shares of Series L Preferred Stock or the Series L Depositary Shares are held in book-
entry form through DTC, the Bank may give this notice in any manner permitted by DTC). Any notice mailed or
otherwise given as provided in this paragraph will be conclusively presumed to have been duly given, whether or not
the holder receives this notice, and failure duly to give this notice by mail or otherwise, or any defect in this notice
or in the mailing or provision of this notice, to any holder of shares of Series L Preferred Stock designated for
redemption will not affect the redemption of any other shares of Series L Preferred Stock. Each notice of redemption
shall state:

*  the redemption date;

*  the redemption price;

e if fewer than all shares of Series L Preferred Stock are to be redeemed, the number of shares of Series L
Preferred Stock to be redeemed; and

* the manner in which holders of Series L Preferred Stock called for redemption may obtain payment of the
redemption price in respect to those shares.

If notice of redemption of any shares of Series L Preferred Stock has been given and if the funds necessary
for such redemption have been set aside by the Bank in trust for the benefit of the holders of any shares of Series L
Preferred Stock so called for redemption, then from and after the redemption date such shares of Series L Preferred
Stock will no longer be deemed outstanding, and all rights of the holders of such shares will terminate, except the
right to receive the redemption price, without interest.

In the case of any redemption of only part of the Series L Preferred Stock at the time outstanding, the shares
of Series L Preferred Stock to be redeemed will be selected either pro rata or by lot. Subject to the provisions hereof,
the Board will have the full power and authority to prescribe the terms and conditions upon which shares of Series L
Preferred Stock may be redeemed from time to time.

The Series L Preferred Stock has no stated maturity and will not be subject to any sinking fund or
mandatory redemption provisions.

Regulatory Restrictions on Redemption Rights

Under current risk-based capital regulations, a bank insured by the FDIC may not redeem shares of
Preferred Stock included as Tier 1 capital without the prior approval of the FDIC. Any redemption of the Series L
Preferred Stock is subject to the Bank’s receipt of any required prior approval by the FDIC and the Commissioner
and to the satisfaction of any conditions in the capital guidelines or regulations of the FDIC applicable to such
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redemption. Ordinarily, the FDIC would not permit such a redemption unless the FDIC determines that the bank’s
condition and circumstances warrant the reduction of a source of permanent capital.

Voting Rights

Registered owners of Series L Preferred Stock will not have any voting rights, except as set forth below or
as otherwise required by law.

On any matter in which the Series L Preferred Stock is entitled to vote as a class with holders of any other
shares upon which like voting rights have been conferred and are exercisable, including any action by written
consent, each share of Series L Preferred Stock will be entitled to one vote. As more fully described under
“Description of Series L Depositary Shares,” the depositary, as holder of all Series L Preferred Stock, will grant
1/40th of a vote per depositary share to the registered owner of each Series L Depositary Share so that each Series L
Depositary Share is entitled to exercise its proportionate voting rights.

If at any time the full amount of dividends on the Series L Preferred Stock have not been paid or set aside
for payment (whether or not declared) for any six dividend periods (whether or not consecutive), holders of the
Series L Depositary Shares voting as a single class together with holders of any other stock, including the Series H
Preferred Stock, Series I Preferred Stock, Series J Preferred Stock, Series K Preferred Stock, Series M Preferred
Stock and Series N Preferred Stock that ranks on a parity with the Series L Preferred Stock as to payment of
dividends and that has voting rights equivalent to those described in this paragraph (“Series L Voting Parity Stock”),
are entitled to elect the Preferred Stock Directors at any annual meeting of shareholders or any special meeting of
the holders of Series L Preferred Stock and any Series L Voting Parity Stock, and the holders of the Common Stock
are entitled to vote for the election of the remaining number of directors authorized by the Articles or Bylaws. The
Board will at no time have more than two Preferred Stock Directors.

If, at any time after the right to elect directors is vested in the Series L Preferred Stock, the holders of the
Series L Preferred Stock and any Series L Voting Parity Stock call a special meeting of shareholders for the election
of directors, and at the time the special meeting is called, the election of the Preferred Stock Directors to the Board
would cause the number of directors to exceed the maximum number authorized under the Articles or Bylaws, then
the holders of Series L Preferred Stock and any Series L Voting Parity Stock, voting as a single class, shall be
entitled to elect the Preferred Stock Directors and the Common Stock shall be entitled to elect the remaining number
of authorized directors, the terms of office of all persons who were directors immediately prior to the special
meeting shall terminate, and the directors elected by the holders of the Bank’s Series L Preferred Stock and any
Series L Voting Parity Stock and the directors elected by the holders of the Common Stock shall constitute the
directors of the Bank until the next annual meeting.

The Preferred Stock Directors elected at any such special meeting will hold office until the next annual
meeting of the Bank’s shareholders unless they have been previously terminated as described below. Except as
otherwise provided for by applicable law, any Preferred Stock Director may be removed only by the vote of the
holders of record of the outstanding Series L Preferred Stock entitled to vote (voting together as a single class with
holders of any Series L Voting Parity Stock). As long as the right to elect Preferred Stock Directors is continuing, (i)
any vacancy in the office of any Preferred Stock Director may be filled by the vote of the holders of record of the
outstanding Series L Preferred Stock entitled to vote (voting together as a single class with holders of any Series L
Voting Parity Stock), and (ii) in the case of the removal of any Preferred Director, the vacancy may be filled by the
vote of the holders of the outstanding Series L Preferred Stock entitled to vote (voting together as a single class with
holders of any Series L Voting Parity Stock) at the same meeting at which such removal shall be voted. Until the
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time that any such vacancy is filled at a shareholder meeting as provided above, a successor shall be elected by the
Board to serve until the next such shareholder meeting upon the nomination of the then remaining Preferred Stock
Director.

Whenever all dividends on the Series L Preferred Stock and any other stock upon which like voting rights
have been conferred and are exercisable have been paid in full for four consecutive dividend periods (or otherwise
for at least one year), then the right of the holders of Series L Preferred Stock to elect the Preferred Stock Directors
will cease (but subject always to the same provisions for the vesting of these voting rights in the case of any similar
non-payment of dividends in respect of future dividend periods), and if no other shareholders have like voting rights
that are then exercisable, the terms of office of all Preferred Stock Directors will immediately terminate.

The Bank cannot take any of the following actions without the affirmative vote of holders of at least two-
thirds of the outstanding shares of Series L Preferred Stock:

»  create any class or series of shares that ranks, as to dividends or distribution of assets, senior to the Series L
Preferred Stock; or

«  alter or change the provisions of the Articles, the Certificate of Determination governing the Series L
Preferred Stock or the Bylaws so as to adversely affect the voting powers, preferences or special rights of
the holders of the Series L Preferred Stock;

provided, however, that with respect to the occurrence of any event listed in the second bullet point above,
so long as any shares of Series L Preferred Stock remain outstanding with the terms thereof unchanged or new
shares of the surviving corporation or entity are issued with the identical terms as the Series L Preferred Stock, in
each case taking into account that upon the occurrence of this event the Bank may not be the surviving entity, the
occurrence of any such event shall not be deemed to adversely affect any right, preference, privilege or voting power
of the Series L Preferred Stock or the holders thereof, and provided, further, that any increase in the amount of the
Bank’s authorized Common Stock or Preferred Stock or the creation or issuance of any other Series L Parity Stock
or Series L Junior Stock and any change to the number of directors or number of classes of directors shall not,
except as provided by law, be deemed to adversely affect such rights, preferences, privileges or voting powers.

Under California law, in addition to any required approval by its board of directors or its voting
shareholders, an amendment to the articles of incorporation of a California corporation also must be approved by the
affirmative vote of a majority of the outstanding shares of a class of shares, whether or not such class is entitled to a
vote by the articles of incorporation, if the amendment proposes to: (i) increase or decrease the aggregate number of
authorized shares of such class; (ii) effect an exchange, reclassification, or cancellation of all or part of the shares of
such class; (iii) effect an exchange, or create a right of exchange, of all or part of the shares of another class into the
shares of such class; (iv) change the rights, preferences, privileges or restrictions of the shares of such class; (v)
create a new class of shares having rights, preferences or privileges prior to the shares of such class, or increase the
rights, preferences or privileges or the number of authorized shares of any class having rights, preferences or
privileges prior to the shares of such class; (vi) in the case of preferred shares, divide the shares of any class into
series having different rights, preferences, privileges or restrictions or authorize the board to do so; or (vii) cancel or
otherwise affect dividends on the shares of such class which have accrued but have not been paid.

The holders of Series L Preferred Stock will have no voting rights if the Bank redeems all outstanding
Series L Preferred Stock (or call for redemption all outstanding Series L Preferred Stock and deposit sufficient funds
in a trust to effect the redemption) on or before the time the act occurs that would otherwise require a vote.
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Regulatory Risk of Voting Rights

Although the Bank does not believe that any series of its Preferred Stock is considered “voting securities”
for purposes of the BHCA, if one or more series were to become a class of “voting securities,” whether because the
Bank has missed six dividend payments and, as a result, holders of the Preferred Stock have the right to elect
directors, or for other reasons, a “company” (as that term is defined for purposes of the BHCA) that owns or controls
25% or more of such class, or less than 25% if it otherwise exercises any “controlling influence” over the Bank
(including by holding 25% or more or, in some cases, one-third or more of the Bank’s total equity), may then be
subject to regulation as a bank holding company in accordance with the BHCA. In addition, if one or more series of
its Preferred Stock becomes a class of “voting securities:

* any bank holding company may be required to obtain the prior approval of the Federal Reserve to acquire
or retain more than 5% of such series of Preferred Stock;

e any person (or group of persons acting in concert) other than a bank holding company may be required to
obtain the approval of the FDIC under the CIBCA to acquire or retain 10% or more of such series of
Preferred Stock; and

*  any person may be required to obtain the prior approval of the Commissioner before acquiring “control” of
the Bank, as defined in California statutes and regulations.

Holders of the Preferred Stock should consult their own counsel with regard to regulatory implications.
Description of Series L Depositary Shares
General

The Series L Preferred Stock are deposited with the depositary, under a deposit agreement. Each Series L
Depositary Share will represent a 1/40th fractional ownership interest in a share of Series L Preferred Stock. Subject
to the terms of the deposit agreement, each holder of a Series L Depositary Share is entitled to all the rights and
preferences of a 1/40th fractional ownership interest in a share of Series L Preferred Stock (including dividend,
voting, redemption and liquidation rights and preferences). Immediately following the Bank’s issuance of the Series
L Preferred Stock, the Bank will deposit the Series L Preferred Stock with the depositary, which upon the Bank’s
instructions will issue and deliver the Series L Depositary Shares to DTC for credit to the accounts of such
participants of DTC and in such amounts as BofA Securities, Inc., J.P. Morgan Securities LLC, Morgan Stanley &
Co. LLC, UBS Securities LLC and Wells Fargo Securities, LLC shall specify.

Listing
The Series L Preferred Depositary Shares are listed on the NYSE under the symbol “FRC-PrL.”
Dividends

Each dividend payable on a Series L Depositary Share will be in an amount equal to 1/40th of the dividend
declared and payable on each share of Series L Preferred Stock.

The depositary will distribute all cash dividends paid on the Series L Preferred Stock to the record holders
of the Series L Depositary Shares in proportion to the number of Series L Depositary Shares held by the holders. The
depositary will distribute only such amount, however, as can be distributed without attributing to any holder of
Series L Depositary Shares a fraction of one cent, and any balance not so distributable will be held by the depositary
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(without liability for interest thereon) and will be added to and be treated as part of the next sum received by the
depositary for distribution to record holders of Series L Depositary Shares then outstanding.

If a dividend is other than in cash and it is feasible for the depositary to distribute the property it receives,
the depositary, upon written instructions from the Bank, will distribute the property to the record holders of the
Series L Depositary Shares. If such a distribution is not feasible and the Bank so directs, the depositary will sell on
behalf of the holders of Series L Depositary Shares the property and distribute the net proceeds from the sale to the
holders of the Series L Depositary Shares in proportion to the number of Series L Depositary Shares held by the
holders.

Record dates for the payment of dividends and other matters relating to the Series L Depositary Shares will
be the same as the corresponding record dates for the Series L Preferred Stock.

The amounts distributed to holders of Series L Depositary Shares will be reduced by any amounts required
to be withheld by the depositary or by the Bank on account of taxes or other governmental charges. The depositary
may refuse to make any payment or distribution, or any transfer, exchange or withdrawal of any Series L Depositary
Shares or the Series L Preferred Stock until such taxes or other governmental charges are paid. To the extent that the
depositary determines that amounts are required to be withheld in relation to the distribution of any property
pursuant to the deposit agreement, the depositary may, in certain circumstances, sell all or a portion of such property
to pay such taxes and distribute the balance of the net proceeds (after the deduction of such taxes) to the holder of
the Series L Depositary Shares in proportion to the number of Series L Depositary Shares held by the holder.

Liquidation Preference

In the event of any liquidation, dissolution or winding up of the Bank’s affairs, the holders of the Series L
Depositary Shares are entitled to 1/40th of the liquidation preference accorded each share of Series L Preferred
Stock.

If the Bank consolidates or merges with or into any other entity or the Bank sells, leases, transfers or
conveys all or substantially all of the Bank’s property or business, the Bank will not be deemed to have liquidated,
dissolved or wound up. In the event of the Bank’s liquidation, dissolution or winding up, a holder of Series L
Depositary Shares will receive the fraction of the liquidation preference accorded each share of underlying Series L
Preferred Stock represented by the Series L Depositary Shares.

Redemption

Whenever the Bank redeems any of the Series L Preferred Stock held by the depositary, the depositary will
redeem as of the same redemption date, from the proceeds received by the depositary resulting from the redemption
of the Series L Preferred Stock held by the depositary, the number of Series L Depositary Shares representing the
redeemed Series L Preferred Stock. A notice of the redemption furnished by the Bank will be mailed by the
depositary by first class mail, postage prepaid, not less than 30 nor more than 60 days before the date fixed for
redemption thereof, addressed to the respective holders of record of the Series L Depositary Shares to be redeemed
at their respective addresses as they appear on the share transfer records of the depositary (provided, however, that if
the Series L Depositary Shares are held in book-entry form through DTC, the Bank may give this notice in any
manner permitted by DTC). A failure to give such notice or any defect in the notice or in the Bank’s mailing will not
affect the validity of the proceedings for the redemption of any shares of Series L Preferred Stock or Series L
Depositary Shares except as to the holder to whom notice was defective or not given. Each notice shall state:
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* the redemption date;

*  the redemption price;

e if fewer than all shares of Series L Preferred Stock are to be redeemed, the number of shares of Series L
Preferred Stock to be redeemed (and the corresponding number of Series L Depositary Shares); and

« the place or places where the depositary receipts evidencing the Series L Depositary Shares are to be
surrendered for payment of the redemption price.

If the Bank redeems fewer than all of the outstanding shares of Series L Preferred Stock, the depositary will
select the corresponding number of Series L Depositary Shares to be redeemed pro rata or by lot. In any such case,
Series L Depositary Shares will be redeemed only in increments of 40 Series L Depositary Shares and any integral
multiple thereof, and the notice mailed to such holder shall also specify the number of Series L Depositary Shares to
be redeemed from such holder.

The holders of Series L Depositary Shares at the close of business on a dividend record date are entitled to
receive the dividend payable with respect to the Series L Depositary Shares evidenced by such Series L Depositary
Shares on the corresponding dividend payment date notwithstanding the redemption of the Series L Depositary
Shares between such dividend record date and the corresponding dividend payment date or the Bank’s default in the
payment of the dividend due. Except as provided above, the Bank will make no payment or allowance for unpaid
dividends on the Series L Preferred Stock or Series L Depositary Shares to be redeemed.

Voting

Because each Series L Depositary Share represents a 1/40th ownership interest in a share of Series L
Preferred Stock, holders of depositary receipts are entitled to vote 1/40th of a vote per Series L Depositary Share
under those limited circumstances in which holders of the Series L Preferred Stock are entitled to vote, as described
above.

When the depositary receives notice of any meeting at which the holders of the Series L Preferred Stock are
entitled to vote, the depositary will mail the information contained in the notice to the record holders of the Series L
Depositary Shares relating to the Series L Preferred Stock. Each record holder of the Series L Depositary Shares on
the record date, which will be the same date as the record date for the Series L Preferred Stock, may instruct the
depositary to vote the amount of the Series L Preferred Stock represented by the holder’s Series L Depositary
Shares. To the extent possible, the depositary will vote the amount of the Series L Preferred Stock represented by
Series L Depositary Shares in accordance with the instructions it receives. The Bank will agree to take all reasonable
actions that the depositary determines are necessary to enable the depositary to vote as instructed. If the depositary
does not receive specific instructions from the holders of any Series L Depositary Shares representing the Series L
Preferred Stock, it will abstain from voting with respect to such shares (but shall appear at the meeting with respect
to such shares unless directed to the contrary).

Withdrawal of Series L Preferred Stock

Upon surrender of Series L Depositary Shares at the principal office of the depositary, upon payment of any
unpaid amount due the depositary, and subject to the terms of the deposit agreement, the owner of the Series L
Depositary Shares evidenced thereby is entitled to delivery of the number of shares of Series L Preferred Stock and
all money and other property, if any, represented by such Series L Depositary Shares. Only whole shares of Series L
Preferred Stock may be withdrawn. If the Series L Depositary Shares surrendered by the holder in connection with
withdrawal exceed the number of Series L Depositary Shares that represent the number of whole shares of Series L
Preferred Stock to be withdrawn, the depositary will deliver to that holder at the same time a new depositary receipt
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evidencing the excess number of Series L Depositary Shares. Holders of Series L Preferred Stock thus withdrawn
will not thereafter be entitled to deposit such shares under the deposit agreement or to receive Series L Depositary
Shares therefor.

Miscellaneous

The depositary will forward to the holders of Series L Depositary Shares any reports and communications
from the Bank with respect to the underlying Series L Preferred Stock. Neither the Bank nor the depositary will be
liable if any law or any circumstances beyond their control prevent or delay them from performing their obligations
under the deposit agreement. The obligations of the Bank and a depositary under the deposit agreement will be
limited to performing their duties without bad faith, gross negligence or willful misconduct. Neither the Bank nor a
depositary must prosecute or defend any legal proceeding with respect to any Series L Depositary Shares or the
underlying Series L Preferred Stock unless they are furnished with satisfactory indemnity. Both the Bank and the
depositary may rely on the written advice of counsel or accountants, or information provided by holders of Series L
Depositary Shares or other persons they believe in good faith to be competent, and on documents they believe in
good faith to be genuine and signed by a proper party. In the event a depositary receives conflicting claims, requests
or instructions from the Bank and any holders of Series L Depositary Shares, the depositary are entitled to act on the
claims, requests or instructions received from the Bank.

Book Entry, Delivery and Form

DTC acts as securities depositary for the Series L Depositary Shares. The Series L Depositary Shares are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC.

DTC has advised the Bank that it is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered under the provisions of Section 17A of the Exchange Act. DTC holds securities that its
Direct Participants deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of
sales and other securities transactions in deposited securities through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of DTCC.
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or through Indirect Participants. The rules applicable to DTC and its Direct and
Indirect Participants are on file with the SEC. More information about DTC can be found at www.dtcc.com.

Purchases of Series L Depositary Shares under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series L Depositary Shares on DTC’s records. The ownership interest
of each beneficial owner is in turn recorded on the Direct and Indirect Participants’ records. Beneficial owners will
not receive written confirmation from DTC of their purchase. Beneficial owners are, however, expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the
Direct or Indirect Participant through which the beneficial owner entered into the transaction. Transfers of
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ownership interest in the Series L Depositary Shares are accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates
representing their ownership interest in the Series L Depositary Shares, except in the event that use of the book-entry
system for the Series L Depositary Shares is discontinued. Conveyance of notices and other communications by
DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to beneficial owners are governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

To facilitate subsequent transfers, the Series L Depositary Shares deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested
by an authorized representative of DTC. The deposit of Series L Depositary Shares with DTC and its registration in
the name of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual beneficial owners of the Series L Depositary Shares; DTC’s records reflect only the identity
of the Direct Participants to whose accounts are credited, which may or may not be the beneficial owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

In those instances where a vote is required, neither DTC nor Cede & Co. (nor any other DTC nominee) will
consent or vote with respect to the Series L Depositary Shares unless authorized by a Direct Participant. Under its
usual procedures, DTC mails an omnibus proxy to the Bank as soon as possible after the record date. The omnibus
proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series L
Depositary Shares are credited on the record date, which accounts are identified in a listing attached to the omnibus

proxy.

Redemption proceeds, distributions and dividend payments on the Series L Depositary Shares will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the
Bank or the Bank’s agent on the payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Direct or Indirect Participants to beneficial owners are governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and are the responsibility of such Direct or Indirect Participant and not of DTC (nor its nominee), the
Bank or any agent of the Bank, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions and dividends to Cede & Co. (or such other DTC nominee) is
the responsibility of the Bank or the Bank’s agent, disbursement of such payments to Direct Participants are the
responsibility of DTC, and disbursement of such payments to the beneficial owners are the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing its services as securities depositary with respect to the Series L Depositary
Shares at any time by giving reasonable notice to the Bank or the Bank’s agent. Additionally, the Bank may decide
to discontinue the book-entry only system of transfers with respect to the Series L Depositary Shares. Under such
circumstances, if a successor depository is not obtained, the Bank will print and deliver certificates in fully
registered form for the Series L Depositary Shares.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Bank believes to be reliable, but the Bank takes no responsibility for the accuracy thereof.
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Transfer Restrictions

The Series L Depositary Shares were offered and sold pursuant to an exemption from registration under the
Securities Act of 1933, as amended, and other exemptions provided by the laws of the United States and other
jurisdictions where such securities are offered and sold. The Series L Depositary Shares may only be transferred or
sold in compliance with all applicable state, federal and foreign securities laws.

DESCRIPTION OF DEPOSITARY SHARES, each representing a 1/40th interest in a share of Series M
Preferred Stock

Ranking

The Series M Preferred Stock ranks senior to the Common Stock and any other class or series of Preferred
Stock that by its terms ranks junior to the Series M Preferred Stock, and at least equally with the Series H Preferred
Stock, Series I Preferred Stock, Series J Preferred Stock, Series K Preferred Stock, Series L Preferred Stock and
Series N Preferred Stock and with all future series of Preferred Stock that the Bank may issue (except for any senior
stock that may be issued with the requisite consent of the holders of the Series M Preferred Stock and all other
Series M Parity Stock (as defined below)), with respect to payment of dividends or amounts upon the Bank’s
liquidation, dissolution or winding up.

Dividends

Holders of Series M Preferred Stock are entitled to receive, when, as and if declared by the Board (or a
duly authorized committee thereof), out of funds legally available for the payment of distributions, cash dividends
that are noncumulative and payable quarterly, at the rate of 4.000% of the liquidation preference per annum
(equivalent to $40.00 per annum per share of Series M Preferred Stock). Dividends on the Series M Preferred Stock,
if declared, are payable quarterly on the 30th day of each January, April, July and October or, if any such date is not
a business day, the immediately preceding business day. A dividend period means each period commencing on (and
including) a dividend payment date and continuing to (but excluding) the next succeeding dividend payment date,
except that the first dividend period for the initial issuance of shares of Series M Preferred Stock commenced upon
(and includes) the date of original issuance of those shares. If additional shares of Series M Preferred Stock are
issued at a future date, the first dividend period for such shares will commence upon (and include) the later of the
date of original issuance of Series M Preferred Stock and the first day of the quarterly period in which such later
date of issue occurs. That dividend and any dividend payable on the Series M Preferred Stock for any other partial
dividend period will be computed on the basis of a 360-day year consisting of twelve 30-day months. The Bank will
pay dividends to holders of record of Series M Preferred Stock as they appear in the Bank’s share records at the
close of business on the applicable record date designated by the Board for the payment of dividends that is not
more than 60 nor less than 10 days prior to such dividend payment date; provided, however, that if the date fixed for
redemption of any Series M Preferred Stock occurs after a dividend is authorized and declared but before it is paid,
such dividend shall be paid as part of the redemption price to the person to whom the redemption price is paid.

No dividends on the Series M Preferred Stock will be declared or be paid or set aside for payment at any
time when the terms and provisions of any of the Bank’s agreements, including any agreement relating to its
indebtedness, prohibits such declaration, payment or setting aside for payment or provides that such declaration,
payment or setting aside for payment would constitute a breach of or a default under such agreement, or if such
authorization or payment is restricted or prohibited by law.
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Dividends are not cumulative. If the Bank fails to declare a dividend for any dividend payment date, then
that dividend will not accumulate and be payable, the holders of the Series M Preferred Stock will have no right to
receive a dividend related to that dividend period, and the Bank will have no obligation to pay a dividend for the
related dividend period or to pay any interest, whether or not dividends on the Series M Preferred Stock are declared
for any future dividend period. If the Bank fails to pay or set aside for payment scheduled dividends (whether or not
declared) with respect to any six dividend periods (whether or not consecutive), holders of Series M Preferred Stock
are entitled to vote for the election of two directors, as described below under “—Voting Rights.”

Full dividends will not be declared or paid or set apart for payment on any Preferred Stock ranking on
parity with the Series M Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up (“Series M Parity Stock™) or any other shares of capital stock that rank junior to the Series
M Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation, dissolution or winding up
(“Series M Junior Stock™) during any dividend period unless dividends on the Series M Preferred Stock for that
dividend period are declared and paid in full. When such cash dividends are not paid in full, or a sum sufficient for
the full payment is not set aside, dividends upon shares of Series M Preferred Stock and dividends on other Series M
Parity Stock payable during the dividend period will be declared pro rata so that the amount of dividends payable
per share on the Series M Preferred Stock and any other Series M Parity Stock will in all cases bear to each other the
same ratio that full dividends for the then-current dividend period on the shares of Series M Preferred Stock and full
dividends, including required or permitted accumulations, if any, on shares of the other Series M Parity Stock, bear
to each other. If full dividends on the Series M Preferred Stock have not been declared and paid or set aside for
payment for a dividend period, the following restrictions will apply for that dividend period:

* no dividend or distribution, other than in shares of Series M Junior Stock, may be declared, set aside for
payment or paid on any shares of stock of any class or series of Series M Junior Stock;

* the Bank may not redeem, purchase or otherwise acquire any Series M Junior Stock, and no monies may be
paid to or made available for a sinking fund for the redemption of any Series M Junior Stock, except by
conversion into or exchange for Series M Junior Stock, or by the tendering of Series M Junior Stock in
payment for the exercise of options under the Bank’s stock option plans then in effect; and

* the Bank may not redeem, purchase or otherwise acquire any shares of the Series M Preferred Stock other
than pursuant to pro rata offers to purchase or exchange, or a concurrent redemption of all of, the
outstanding shares of Series M Preferred Stock.

There can be no assurances that any dividends on the Series M Preferred Stock will be declared or, if
declared, what the amounts of dividends will be or whether these dividends, if declared for any dividend period, will
continue for any future dividend period. The declaration and payment of future dividends on the Series M Preferred
Stock will be subject to business conditions, regulatory considerations, the Bank’s earnings and financial condition
and the judgment of the Board.

See “Item 1. Business—Supervision and Regulation—Restrictions on Dividends and Other Distributions”
in this Annual Report on Form 10-K for bank regulatory restrictions on the Bank’s ability to pay dividends on the
Bank’s capital stock.

Liquidation Rights

Upon any voluntary or involuntary liquidation, dissolution or winding up of First Republic Bank, the
holders of the outstanding shares of Series M Preferred Stock are entitled to be paid out of the assets of First
Republic Bank legally available for distribution to the Bank’s shareholders, before any distribution of assets is made
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to holders of Common Stock or any other Series M Junior Stock, a liquidating distribution in the amount of a
liquidation preference of $1,000 per share, plus the sum of any declared and unpaid dividends for dividend periods
prior to the dividend period in which the liquidation distribution is made and declared and unpaid dividends for the
then current dividend period in which the liquidation distribution is made to the date of such liquidation distribution.
After payment of the full amount of the liquidating distributions to which they are entitled, the holders of Series M
Preferred Stock will have no right or claim to any of the Bank’s remaining assets.

Distributions will be made only to the extent that the Bank’s assets that are available after satisfaction of all
liabilities to the Bank’s depositors and creditors and subject to the rights of any securities ranking senior to the
Series M Preferred Stock, if any. If the Bank’s remaining assets are not sufficient to pay the full liquidating
distributions to the holders of all outstanding Series M Preferred Stock and all Series M Parity Stock, then the Bank
will distribute the Bank’s assets to those holders pro rata in proportion to the full liquidating distributions to which
they would otherwise have received.

For purposes of the liquidation rights, neither the sale, conveyance, lease, exchange or transfer (for cash,
shares of stock, securities or other consideration) of all or substantially all of the Bank’s property or business, nor the
consolidation or merger by the Bank with or into any other entity or by another entity with or into the Bank will
constitute a liquidation, dissolution or winding up of the Bank. If the Bank enters into any merger or consolidation
transaction with or into any other entity and the Bank is not the surviving entity in such transaction, the Series M
Preferred Stock may be converted into shares of the surviving or successor corporation or the direct or indirect
parent of the surviving or successor corporation having terms identical to the terms of the Series M Preferred Stock
set forth herein.

Conversion Rights

The Series M Preferred Stock is not convertible into or exchangeable for any other of the Bank’s property,
interests or securities.

Redemption Rights
Optional Redemption

The Series M Preferred Stock is not subject to any mandatory redemption, sinking fund or other similar
provisions. However, the Series M Preferred Stock may be redeemed on or after August 30, 2026, upon not less than
30 days’ and not more than 60 days’ notice (“Series M Optional Redemption”). On that date or any date thereafter,
the Bank may redeem the Series M Preferred Stock from time to time, in whole or in part, at the Bank’s option, for
cash, subject to the approval of the appropriate federal banking agency (and any state banking agency), as may be
required by law, at the cash redemption price provided below. Dividends will not accrue on those shares of Series M
Preferred Stock on and after the redemption date. Neither the holders of Series M Preferred Stock nor the holders of
the Series M Depositary Shares have the right to require the redemption or repurchase of the Series M Preferred
Stock.

Redemption Following a Regulatory Capital Event

The Bank may redeem the Series M Preferred Stock, in whole but not in part, for cash, at any time within
90 days following a Series M Regulatory Capital Treatment Event, at the Bank’s option, subject to the approval of
the appropriate federal banking agency, at the cash redemption price provided below (“Series M Regulatory Event
Redemption”). A “Series M Regulatory Capital Treatment Event” means the Bank’s good faith determination that, as
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a result of (i) any amendment to, or change in, the laws or regulations of the United States or any political
subdivision of or in the United States that is enacted or becomes effective after the initial issuance of the Series M
Preferred Stock; (ii) any proposed change in those laws or regulations that is announced after the initial issuance of
the Series M Preferred Stock; or (iii) any official administrative decision or judicial decision or administrative action
or other official pronouncement interpreting or applying those laws or regulations that is announced after the initial
issuance of the Series M Preferred Stock, there is more than an insubstantial risk that the Bank will not be entitled to
treat the full liquidation value of the Series M Preferred Stock then outstanding as “Tier 1 Capital” (or its equivalent)
for purposes of the capital adequacy guidelines of the FDIC (or, as and if applicable, the capital adequacy guidelines
or regulations of any successor appropriate federal banking agency), as then in effect and applicable, for as long as
any share of Series M Preferred Stock is outstanding. Dividends will not accrue on those shares of Series M
Preferred Stock on and after the redemption date.

Redemption Price

The redemption price for any redemption of Series M Preferred Stock, whether a Series M Optional
Redemption or Series M Regulatory Event Redemption, will be equal to $1,000 per share of Series M Preferred
Stock (equivalent to $25 per Series M Depositary Share) plus the sum of any declared and unpaid dividends for prior
dividend periods and accrued but unpaid and undeclared dividends for the then-current dividend period to, but
excluding, the date of redemption.

Redemption Procedures

If the Bank elects to redeem any shares of Series M Preferred Stock, the Bank will provide notice by first
class mail, postage prepaid, addressed to the holders of record of the shares of Series M Preferred Stock to be
redeemed, mailed not less than 30 days and not more than 60 days before the date fixed for redemption thereof
(provided, however, that if the shares of Series M Preferred Stock or the Series M Depositary Shares are held in
book-entry form through DTC, the Bank may give this notice in any manner permitted by DTC). Any notice mailed
or otherwise given as provided in this paragraph will be conclusively presumed to have been duly given, whether or
not the holder receives this notice, and failure duly to give this notice by mail or otherwise, or any defect in this
notice or in the mailing or provision of this notice, to any holder of shares of Series M Preferred Stock designated
for redemption will not affect the redemption of any other shares of Series M Preferred Stock. Each notice of
redemption shall state:

*  the redemption date;

+ the redemption price;

e if fewer than all shares of Series M Preferred Stock are to be redeemed, the number of shares of Series M
Preferred Stock to be redeemed; and

» the manner in which holders of Series M Preferred Stock called for redemption may obtain payment of the
redemption price in respect to those shares.

If notice of redemption of any shares of Series M Preferred Stock has been given and if the funds necessary
for such redemption have been set aside by the Bank in trust for the benefit of the holders of any shares of Series M
Preferred Stock so called for redemption, then from and after the redemption date such shares of Series M Preferred
Stock will no longer be deemed outstanding, and all rights of the holders of such shares will terminate, except the
right to receive the redemption price, without interest.
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In the case of any redemption of only part of the Series M Preferred Stock at the time outstanding, the
shares of Series M Preferred Stock to be redeemed will be selected either pro rata or by lot. Subject to the provisions
hereof, the Board will have the full power and authority to prescribe the terms and conditions upon which shares of
Series M Preferred Stock may be redeemed from time to time.

The Series M Preferred Stock has no stated maturity and will not be subject to any sinking fund or
mandatory redemption provisions.

Regulatory Restrictions on Redemption Rights

Under current risk-based capital regulations, a bank insured by the FDIC may not redeem shares of
Preferred Stock included as Tier 1 capital without the prior approval of the FDIC. Any redemption of the Series M
Preferred Stock is subject to the Bank’s receipt of any required prior approval by the FDIC and the Commissioner
and to the satisfaction of any conditions in the capital guidelines or regulations of the FDIC applicable to such
redemption. Ordinarily, the FDIC would not permit such a redemption unless the FDIC determines that the bank’s
condition and circumstances warrant the reduction of a source of permanent capital.

Voting Rights

Registered owners of Series M Preferred Stock will not have any voting rights, except as set forth below or
as otherwise required by law.

On any matter in which the Series M Preferred Stock is entitled to vote as a class with holders of any other
shares upon which like voting rights have been conferred and are exercisable, including any action by written
consent, each share of Series M Preferred Stock will be entitled to one vote. As more fully described under
“Description of Series M Depositary Shares,” the depositary, as holder of all Series M Preferred Stock, will grant
1/40th of a vote per depositary share to the registered owner of each Series M Depositary Share so that each Series
M Depositary Share is entitled to exercise its proportionate voting rights.

If at any time the full amount of dividends on the Series M Preferred Stock have not been paid or set aside
for payment (whether or not declared) for any six dividend periods (whether or not consecutive), holders of the
Series M Depositary Shares voting as a single class together with holders of any other stock, including the Series H
Preferred Stock, Series I Preferred Stock, Series J Preferred Stock, Series K Preferred Stock, Series L Preferred
Stock and Series N Preferred Stock that ranks on a parity with the Series M Preferred Stock as to payment of
dividends and that has voting rights equivalent to those described in this paragraph (“Series M Voting Parity Stock™),
are entitled to elect the Preferred Stock Directors at any annual meeting of shareholders or any special meeting of
the holders of Series M Preferred Stock and any Series M Voting Parity Stock, and the holders of the Common Stock
are entitled to vote for the election of the remaining number of directors authorized by the Articles or Bylaws. The
Board will at no time have more than two Preferred Stock Directors.

If, at any time after the right to elect directors is vested in the Series M Preferred Stock, the holders of the

Series M Preferred Stock and any Series M Voting Parity Stock call a special meeting of shareholders for the
election of directors, and at the time the special meeting is called, the election of the Preferred Stock Directors to the
Board would cause the number of directors to exceed the maximum number authorized under the Articles or
Bylaws, then the holders of Series M Preferred Stock and any Series M Voting Parity Stock, voting as a single class,
shall be entitled to elect the Preferred Stock Directors and the Common Stock shall be entitled to elect the remaining
number of authorized directors, the terms of office of all persons who were directors immediately prior to the special
meeting shall terminate, and the directors elected by the holders of the Bank’s Series M Preferred Stock and any
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Series M Voting Parity Stock and the directors elected by the holders of the Common Stock shall constitute the
directors of the Bank until the next annual meeting.

The Preferred Stock Directors elected at any such special meeting will hold office until the next annual
meeting of the Bank’s shareholders unless they have been previously terminated as described below. Except as
otherwise provided for by applicable law, any Preferred Stock Director may be removed only by the vote of the
holders of record of the outstanding Series M Preferred Stock entitled to vote (voting together as a single class with
holders of any Series M Voting Parity Stock). As long as the right to elect Preferred Stock Directors is continuing, (i)
any vacancy in the office of any Preferred Stock Director may be filled by the vote of the holders of record of the
outstanding Series M Preferred Stock entitled to vote (voting together as a single class with holders of any Series M
Voting Parity Stock), and (ii) in the case of the removal of any Preferred Director, the vacancy may be filled by the
vote of the holders of the outstanding Series M Preferred Stock entitled to vote (voting together as a single class
with holders of any Series M Voting Parity Stock) at the same meeting at which such removal shall be voted. Until
the time that any such vacancy is filled at a shareholder meeting as provided above, a successor shall be elected by
the Board to serve until the next such shareholder meeting upon the nomination of the then remaining Preferred
Stock Director.

Whenever all dividends on the Series M Preferred Stock and any other stock upon which like voting rights
have been conferred and are exercisable have been paid in full for four consecutive dividend periods (or otherwise
for at least one year), then the right of the holders of Series M Preferred Stock to elect the Preferred Stock Directors
will cease (but subject always to the same provisions for the vesting of these voting rights in the case of any similar
non-payment of dividends in respect of future dividend periods), and if no other shareholders have like voting rights
that are then exercisable, the terms of office of all Preferred Stock Directors will immediately terminate.

The Bank cannot take any of the following actions without the affirmative vote of holders of at least two-
thirds of the outstanding shares of Series M Preferred Stock:

»  create any class or series of shares that ranks, as to dividends or distribution of assets, senior to the Series
M Preferred Stock; or

»  alter or change the provisions of the Articles, the Certificate of Determination governing the Series M
Preferred Stock or the Bylaws so as to adversely affect the voting powers, preferences or special rights of
the holders of the Series M Preferred Stock;

provided, however, that with respect to the occurrence of any event listed in the second bullet point above,
so long as any shares of Series M Preferred Stock remain outstanding with the terms thereof unchanged or new
shares of the surviving corporation or entity are issued with the identical terms as the Series M Preferred Stock, in
each case taking into account that upon the occurrence of this event the Bank may not be the surviving entity, the
occurrence of any such event shall not be deemed to adversely affect any right, preference, privilege or voting power
of the Series M Preferred Stock or the holders thereof, and provided, further, that any increase in the amount of the
Bank’s authorized Common Stock or Preferred Stock or the creation or issuance of any other Series M Parity Stock
or Series M Junior Stock and any change to the number of directors or number of classes of directors shall not,
except as provided by law, be deemed to adversely affect such rights, preferences, privileges or voting powers.

Under California law, in addition to any required approval by its board of directors or its voting
shareholders, an amendment to the articles of incorporation of a California corporation also must be approved by the
affirmative vote of a majority of the outstanding shares of a class of shares, whether or not such class is entitled to a
vote by the articles of incorporation, if the amendment proposes to: (i) increase or decrease the aggregate number of
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authorized shares of such class; (ii) effect an exchange, reclassification, or cancellation of all or part of the shares of
such class; (iii) effect an exchange, or create a right of exchange, of all or part of the shares of another class into the
shares of such class; (iv) change the rights, preferences, privileges or restrictions of the shares of such class; (v)
create a new class of shares having rights, preferences or privileges prior to the shares of such class, or increase the
rights, preferences or privileges or the number of authorized shares of any class having rights, preferences or
privileges prior to the shares of such class; (vi) in the case of preferred shares, divide the shares of any class into
series having different rights, preferences, privileges or restrictions or authorize the board to do so; or (vii) cancel or
otherwise affect dividends on the shares of such class which have accrued but have not been paid.

The holders of Series M Preferred Stock will have no voting rights if the Bank redeems all outstanding
Series M Preferred Stock (or call for redemption all outstanding Series M Preferred Stock and deposit sufficient
funds in a trust to effect the redemption) on or before the time the act occurs that would otherwise require a vote.

Regulatory Risk of Voting Rights

Although the Bank does not believe that any series of its Preferred Stock is considered “voting securities”
for purposes of the BHCA, if one or more series were to become a class of “voting securities,” whether because the
Bank has missed six dividend payments and, as a result, holders of the Preferred Stock have the right to elect
directors, or for other reasons, a “company” (as that term is defined for purposes of the BHCA) that owns or controls
25% or more of such class, or less than 25% if it otherwise exercises any “controlling influence” over the Bank
(including by holding 25% or more or, in some cases, one-third or more of the Bank’s total equity), may then be
subject to regulation as a bank holding company in accordance with the BHCA. In addition, if one or more series of
its Preferred Stock becomes a class of “voting securities”:

* any bank holding company may be required to obtain the prior approval of the Federal Reserve to acquire
or retain more than 5% of such series of Preferred Stock;

* any person (or group of persons acting in concert) other than a bank holding company may be required to
obtain the approval of the FDIC under the CIBCA to acquire or retain 10% or more of such series of
Preferred Stock; and

*  any person may be required to obtain the prior approval of the Commissioner before acquiring “control” of
the Bank, as defined in California statutes and regulations.

Holders of the Preferred Stock should consult their own counsel with regard to regulatory implications.
Description of Series M Depositary Shares
General

The Series M Preferred Stock are deposited with the depositary, under a deposit agreement. Each Series M
Depositary Share will represent a 1/40th fractional ownership interest in a share of Series M Preferred Stock.
Subject to the terms of the deposit agreement, each holder of a Series M Depositary Share is entitled to all the rights
and preferences of a 1/40th fractional ownership interest in a share of Series M Preferred Stock (including dividend,
voting, redemption and liquidation rights and preferences). Immediately following the Bank’s issuance of the Series
M Preferred Stock, the Bank will deposit the Series M Preferred Stock with the depositary, which upon the Bank’s
instructions will issue and deliver the Series M Depositary Shares to DTC for credit to the accounts of such
participants of DTC and in such amounts as BofA Securities, Inc., J.P. Morgan Securities LLC, Morgan Stanley &
Co. LLC, UBS Securities LLC and Wells Fargo Securities, LLC shall specify.
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Listing
The Series M Preferred Depositary Shares are listed on the NYSE under the symbol “FRC-PrM.”
Dividends

Each dividend payable on a Series M Depositary Share will be in an amount equal to 1/40th of the dividend
declared and payable on each share of Series M Preferred Stock.

The depositary will distribute all cash dividends paid on the Series M Preferred Stock to the record holders
of the Series M Depositary Shares in proportion to the number of Series M Depositary Shares held by the holders.
The depositary will distribute only such amount, however, as can be distributed without attributing to any holder of
Series M Depositary Shares a fraction of one cent, and any balance not so distributable will be held by the
depositary (without liability for interest thereon) and will be added to and be treated as part of the next sum received
by the depositary for distribution to record holders of Series M Depositary Shares then outstanding.

If a dividend is other than in cash and it is feasible for the depositary to distribute the property it receives,
the depositary, upon written instructions from the Bank, will distribute the property to the record holders of the
Series M Depositary Shares. If such a distribution is not feasible and the Bank so directs, the depositary will sell on
behalf of the holders of Series M Depositary Shares the property and distribute the net proceeds from the sale to the
holders of the Series M Depositary Shares in proportion to the number of Series M Depositary Shares held by the
holders.

Record dates for the payment of dividends and other matters relating to the Series M Depositary Shares will
be the same as the corresponding record dates for the Series M Preferred Stock.

The amounts distributed to holders of Series M Depositary Shares will be reduced by any amounts required
to be withheld by the depositary or by the Bank on account of taxes or other governmental charges. The depositary
may refuse to make any payment or distribution, or any transfer, exchange or withdrawal of any Series M
Depositary Shares or the Series M Preferred Stock until such taxes or other governmental charges are paid. To the
extent that the depositary determines that amounts are required to be withheld in relation to the distribution of any
property pursuant to the deposit agreement, the depositary may, in certain circumstances, sell all or a portion of such
property to pay such taxes and distribute the balance of the net proceeds (after the deduction of such taxes) to the
holder of the Series M Depositary Shares in proportion to the number of Series M Depositary Shares held by the
holder.

Liquidation Preference

In the event of any liquidation, dissolution or winding up of the Bank’s affairs, the holders of the Series M
Depositary Shares are entitled to 1/40th of the liquidation preference accorded each share of Series M Preferred
Stock.

If the Bank consolidates or merges with or into any other entity or the Bank sells, leases, transfers or
conveys all or substantially all of the Bank’s property or business, the Bank will not be deemed to have liquidated,
dissolved or wound up. In the event of the Bank’s liquidation, dissolution or winding up, a holder of Series M
Depositary Shares will receive the fraction of the liquidation preference accorded each share of underlying Series M
Preferred Stock represented by the Series M Depositary Shares.
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Redemption

Whenever the Bank redeems any of the Series M Preferred Stock held by the depositary, the depositary will
redeem as of the same redemption date, from the proceeds received by the depositary resulting from the redemption
of the Series M Preferred Stock held by the depositary, the number of Series M Depositary Shares representing the
redeemed Series M Preferred Stock. A notice of the redemption furnished by the Bank will be mailed by the
depositary by first class mail, postage prepaid, not less than 30 nor more than 60 days before the date fixed for
redemption thereof, addressed to the respective holders of record of the Series M Depositary Shares to be redeemed
at their respective addresses as they appear on the share transfer records of the depositary (provided, however, that if
the Series M Depositary Shares are held in book-entry form through DTC, the Bank may give this notice in any
manner permitted by DTC). A failure to give such notice or any defect in the notice or in the Bank’s mailing will not
affect the validity of the proceedings for the redemption of any shares of Series M Preferred Stock or Series M
Depositary Shares except as to the holder to whom notice was defective or not given. Each notice shall state:

*  the redemption date;

* the redemption price;

« if fewer than all shares of Series M Preferred Stock are to be redeemed, the number of shares of Series M
Preferred Stock to be redeemed (and the corresponding number of Series M Depositary Shares); and

+ the place or places where the depositary receipts evidencing the Series M Depositary Shares are to be
surrendered for payment of the redemption price.

If the Bank redeems fewer than all of the outstanding shares of Series M Preferred Stock, the depositary
will select the corresponding number of Series M Depositary Shares to be redeemed pro rata or by lot. In any such
case, Series M Depositary Shares will be redeemed only in increments of 40 Series M Depositary Shares and any
integral multiple thereof, and the notice mailed to such holder shall also specify the number of Series M Depositary
Shares to be redeemed from such holder.

The holders of Series M Depositary Shares at the close of business on a dividend record date are entitled to
receive the dividend payable with respect to the Series M Depositary Shares evidenced by such Series M Depositary
Shares on the corresponding dividend payment date notwithstanding the redemption of the Series M Depositary
Shares between such dividend record date and the corresponding dividend payment date or the Bank’s default in the
payment of the dividend due. Except as provided above, the Bank will make no payment or allowance for unpaid
dividends on the Series M Preferred Stock or Series M Depositary Shares to be redeemed.

Voting

Because each Series M Depositary Share represents a 1/40th ownership interest in a share of Series M
Preferred Stock, holders of depositary receipts are entitled to vote 1/40th of a vote per Series M Depositary Share
under those limited circumstances in which holders of the Series M Preferred Stock are entitled to vote, as described
above.

When the depositary receives notice of any meeting at which the holders of the Series M Preferred Stock
are entitled to vote, the depositary will mail the information contained in the notice to the record holders of the
Series M Depositary Shares relating to the Series M Preferred Stock. Each record holder of the Series M Depositary
Shares on the record date, which will be the same date as the record date for the Series M Preferred Stock, may
instruct the depositary to vote the amount of the Series M Preferred Stock represented by the holder’s Series M
Depositary Shares. To the extent possible, the depositary will vote the amount of the Series M Preferred Stock
represented by Series M Depositary Shares in accordance with the instructions it receives. The Bank will agree to
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take all reasonable actions that the depositary determines are necessary to enable the depositary to vote as instructed.
If the depositary does not receive specific instructions from the holders of any Series M Depositary Shares
representing the Series M Preferred Stock, it will abstain from voting with respect to such shares (but shall appear at
the meeting with respect to such shares unless directed to the contrary).

Withdrawal of Series M Preferred Stock

Upon surrender of Series M Depositary Shares at the principal office of the depositary, upon payment of
any unpaid amount due the depositary, and subject to the terms of the deposit agreement, the owner of the Series M
Depositary Shares evidenced thereby is entitled to delivery of the number of shares of Series M Preferred Stock and
all money and other property, if any, represented by such Series M Depositary Shares. Only whole shares of Series
M Preferred Stock may be withdrawn. If the Series M Depositary Shares surrendered by the holder in connection
with withdrawal exceed the number of Series M Depositary Shares that represent the number of whole shares of
Series M Preferred Stock to be withdrawn, the depositary will deliver to that holder at the same time a new
depositary receipt evidencing the excess number of Series M Depositary Shares. Holders of Series M Preferred
Stock thus withdrawn will not thereafter be entitled to deposit such shares under the deposit agreement or to receive
Series M Depositary Shares therefor.

Miscellaneous

The depositary will forward to the holders of Series M Depositary Shares any reports and communications
from the Bank with respect to the underlying Series M Preferred Stock. Neither the Bank nor the depositary will be
liable if any law or any circumstances beyond their control prevent or delay them from performing their obligations
under the deposit agreement. The obligations of the Bank and a depositary under the deposit agreement will be
limited to performing their duties without bad faith, gross negligence or willful misconduct. Neither the Bank nor a
depositary must prosecute or defend any legal proceeding with respect to any Series M Depositary Shares or the
underlying Series M Preferred Stock unless they are furnished with satisfactory indemnity. Both the Bank and the
depositary may rely on the written advice of counsel or accountants, or information provided by holders of Series M
Depositary Shares or other persons they believe in good faith to be competent, and on documents they believe in
good faith to be genuine and signed by a proper party. In the event a depositary receives conflicting claims, requests
or instructions from the Bank and any holders of Series M Depositary Shares, the depositary are entitled to act on
the claims, requests or instructions received from the Bank.

Book Entry, Delivery and Form

DTC acts as securities depositary for the Series M Depositary Shares. The Series M Depositary Shares are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC.

DTC has advised the Bank that it is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered under the provisions of Section 17A of the Exchange Act. DTC holds securities that its
Direct Participants deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of
sales and other securities transactions in deposited securities through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of DTCC.
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DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or through Indirect Participants. The rules applicable to DTC and its Direct and
Indirect Participants are on file with the SEC. More information about DTC can be found at www.dtcc.com.

Purchases of Series M Depositary Shares under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series M Depositary Shares on DTC’s records. The ownership
interest of each beneficial owner is in turn recorded on the Direct and Indirect Participants’ records. Beneficial
owners will not receive written confirmation from DTC of their purchase. Beneficial owners are, however, expected
to receive written confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the beneficial owner entered into the transaction. Transfers of
ownership interest in the Series M Depositary Shares are accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates
representing their ownership interest in the Series M Depositary Shares, except in the event that use of the book-
entry system for the Series M Depositary Shares is discontinued. Conveyance of notices and other communications
by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to beneficial owners are governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

To facilitate subsequent transfers, the Series M Depositary Shares deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested
by an authorized representative of DTC. The deposit of Series M Depositary Shares with DTC and its registration in
the name of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual beneficial owners of the Series M Depositary Shares; DTC’s records reflect only the
identity of the Direct Participants to whose accounts are credited, which may or may not be the beneficial owners.
The Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

In those instances where a vote is required, neither DTC nor Cede & Co. (nor any other DTC nominee) will
consent or vote with respect to the Series M Depositary Shares unless authorized by a Direct Participant. Under its
usual procedures, DTC mails an omnibus proxy to the Bank as soon as possible after the record date. The omnibus
proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series M
Depositary Shares are credited on the record date, which accounts are identified in a listing attached to the omnibus

proxy.

Redemption proceeds, distributions and dividend payments on the Series M Depositary Shares will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information
from the Bank or the Bank’s agent on the payable date in accordance with their respective holdings shown on DTC’s
records. Payments by Direct or Indirect Participants to beneficial owners are governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and are the responsibility of such Direct or Indirect Participant and not of DTC (nor its nominee), the
Bank or any agent of the Bank, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions and dividends to Cede & Co. (or such other DTC nominee) is
the responsibility of the Bank or the Bank’s agent, disbursement of such payments to Direct Participants are the

74



responsibility of DTC, and disbursement of such payments to the beneficial owners are the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing its services as securities depositary with respect to the Series M
Depositary Shares at any time by giving reasonable notice to the Bank or the Bank’s agent. Additionally, the Bank
may decide to discontinue the book-entry only system of transfers with respect to the Series M Depositary Shares.
Under such circumstances, if a successor depository is not obtained, the Bank will print and deliver certificates in
fully registered form for the Series M Depositary Shares.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Bank believes to be reliable, but the Bank takes no responsibility for the accuracy thereof.

Transfer Restrictions

The Series M Depositary Shares were offered and sold pursuant to an exemption from registration under
the Securities Act of 1933, as amended, and other exemptions provided by the laws of the United States and other
jurisdictions where such securities are offered and sold. The Series M Depositary Shares may only be transferred or
sold in compliance with all applicable state, federal and foreign securities laws.

DESCRIPTION OF DEPOSITARY SHARES, each representing a 1/40th interest in a share of Series N
Preferred Stock

Ranking

The Series N Preferred Stock ranks senior to the Common Stock and any other class or series of Preferred
Stock that by its terms ranks junior to the Series N Preferred Stock, and at least equally with the Series H Preferred
Stock, Series I Preferred Stock, Series J Preferred Stock, Series K Preferred Stock, Series L Preferred Stock and
Series M Preferred Stock and with all future series of Preferred Stock that the Bank may issue (except for any senior
stock that may be issued with the requisite consent of the holders of the Series N Preferred Stock and all other Series
N Parity Stock (as defined below)), with respect to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up.

Dividends

Holders of Series N Preferred Stock are entitled to receive, when, as and if declared by the Board (or a duly
authorized committee thereof), out of funds legally available for the payment of distributions, cash dividends that
are noncumulative and payable quarterly, at the rate of 4.500% of the liquidation preference per annum (equivalent
to $45.00 per annum per share of Series N Preferred Stock). Dividends on the Series N Preferred Stock, if declared,
are payable quarterly on the 30th day of each January, April, July and October or, if any such date is not a business
day, the immediately preceding business day. A dividend period means each period commencing on (and including)
a dividend payment date and continuing to (but excluding) the next succeeding dividend payment date, except that
the first dividend period for the initial issuance of shares of Series N Preferred Stock commenced upon (and
includes) the date of original issuance of those shares. If additional shares of Series N Preferred Stock are issued at a
future date, the first dividend period for such shares will commence upon (and include) the later of the date of
original issuance of Series N Preferred Stock and the first day of the quarterly period in which such later date of
issue occurs. If declared, the first dividend on the Series N Preferred Stock, and thus the Series N Depositary Shares,
will be paid on January 30, 2022, and will be for less than a full quarter. That dividend and any dividend payable on
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the Series N Preferred Stock for any other partial dividend period will be computed on the basis of a 360-day year
consisting of twelve 30-day months. The Bank will pay dividends to holders of record of Series N Preferred Stock as
they appear in the Bank’s share records at the close of business on the applicable record date designated by the
Board for the payment of dividends that is not more than 60 nor less than 10 days prior to such dividend payment
date; provided, however, that if the date fixed for redemption of any Series N Preferred Stock occurs after a dividend
is authorized and declared but before it is paid, such dividend shall be paid as part of the redemption price to the
person to whom the redemption price is paid.

No dividends on the Series N Preferred Stock will be declared or be paid or set aside for payment at any
time when the terms and provisions of any of the Bank’s agreements, including any agreement relating to its
indebtedness, prohibits such declaration, payment or setting aside for payment or provides that such declaration,
payment or setting aside for payment would constitute a breach of or a default under such agreement, or if such
authorization or payment is restricted or prohibited by law.

Dividends are not cumulative. If the Bank fails to declare a dividend for any dividend payment date, then
that dividend will not accumulate and be payable, the holders of the Series N Preferred Stock will have no right to
receive a dividend related to that dividend period, and the Bank will have no obligation to pay a dividend for the
related dividend period or to pay any interest, whether or not dividends on the Series N Preferred Stock are declared
for any future dividend period. If the Bank fails to pay or set aside for payment scheduled dividends (whether or not
declared) with respect to any six dividend periods (whether or not consecutive), holders of Series N Preferred Stock
are entitled to vote for the election of two directors, as described below under “—Voting Rights.”

Full dividends will not be declared or paid or set apart for payment on any Preferred Stock ranking on
parity with the Series N Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation,
dissolution or winding up (“Series N Parity Stock™) or any other shares of capital stock that rank junior to the Series
N Preferred Stock as to payment of dividends or amounts upon the Bank’s liquidation, dissolution or winding up
(“Series N Junior Stock”) during any dividend period unless dividends on the Series N Preferred Stock for that
dividend period are declared and paid in full. When such cash dividends are not paid in full, or a sum sufficient for
the full payment is not set aside, dividends upon shares of Series N Preferred Stock and dividends on other Series N
Parity Stock payable during the dividend period will be declared pro rata so that the amount of dividends payable
per share on the Series N Preferred Stock and any other Series N Parity Stock will in all cases bear to each other the
same ratio that full dividends for the then-current dividend period on the shares of Series N Preferred Stock and full
dividends, including required or permitted accumulations, if any, on shares of the other Series N Parity Stock, bear
to each other. If full dividends on the Series N Preferred Stock have not been declared and paid or set aside for
payment for a dividend period, the following restrictions will apply for that dividend period:

* o dividend or distribution, other than in shares of Series N Junior Stock, may be declared, set aside for
payment or paid on any shares of stock of any class or series of Series N Junior Stock;

+ the Bank may not redeem, purchase or otherwise acquire any Series N Junior Stock, and no monies may be
paid to or made available for a sinking fund for the redemption of any Series N Junior Stock, except by
conversion into or exchange for Series N Junior Stock, or by the tendering of Series N Junior Stock in
payment for the exercise of options under the Bank’s stock option plans then in effect; and

+ the Bank may not redeem, purchase or otherwise acquire any shares of the Series N Preferred Stock other
than pursuant to pro rata offers to purchase or exchange, or a concurrent redemption of all of, the
outstanding shares of Series N Preferred Stock.
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There can be no assurances that any dividends on the Series N Preferred Stock will be declared or, if
declared, what the amounts of dividends will be or whether these dividends, if declared for any dividend period, will
continue for any future dividend period. The declaration and payment of future dividends on the Series N Preferred
Stock will be subject to business conditions, regulatory considerations, the Bank’s earnings and financial condition
and the judgment of the Board.

See “Item 1. Business—Supervision and Regulation—Restrictions on Dividends and Other Distributions”
in this Annual Report on Form 10-K for bank regulatory restrictions on the Bank’s ability to pay dividends on the
Bank’s capital stock.

Liquidation Rights

Upon any voluntary or involuntary liquidation, dissolution or winding up of First Republic Bank, the
holders of the outstanding shares of Series N Preferred Stock are entitled to be paid out of the assets of First
Republic Bank legally available for distribution to the Bank’s shareholders, before any distribution of assets is made
to holders of Common Stock or any other Series N Junior Stock, a liquidating distribution in the amount of a
liquidation preference of $1,000 per share, plus the sum of any declared and unpaid dividends for dividend periods
prior to the dividend period in which the liquidation distribution is made and declared and unpaid dividends for the
then current dividend period in which the liquidation distribution is made to the date of such liquidation distribution.
After payment of the full amount of the liquidating distributions to which they are entitled, the holders of Series N
Preferred Stock will have no right or claim to any of the Bank’s remaining assets.

Distributions will be made only to the extent that the Bank’s assets that are available after satisfaction of all
liabilities to the Bank’s depositors and creditors and subject to the rights of any securities ranking senior to the
Series N Preferred Stock, if any. If the Bank’s remaining assets are not sufficient to pay the full liquidating
distributions to the holders of all outstanding Series N Preferred Stock and all Series N Parity Stock, then the Bank
will distribute the Bank’s assets to those holders pro rata in proportion to the full liquidating distributions to which
they would otherwise have received.

For purposes of the liquidation rights, neither the sale, conveyance, lease, exchange or transfer (for cash,
shares of stock, securities or other consideration) of all or substantially all of the Bank’s property or business, nor the
consolidation or merger by the Bank with or into any other entity or by another entity with or into the Bank will
constitute a liquidation, dissolution or winding up of the Bank. If the Bank enters into any merger or consolidation
transaction with or into any other entity and the Bank is not the surviving entity in such transaction, the Series N
Preferred Stock may be converted into shares of the surviving or successor corporation or the direct or indirect
parent of the surviving or successor corporation having terms identical to the terms of the Series N Preferred Stock
set forth herein.

Conversion Rights

The Series N Preferred Stock is not convertible into or exchangeable for any other of the Bank’s property,
interests or securities.
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Redemption Rights
Optional Redemption

The Series N Preferred Stock is not subject to any mandatory redemption, sinking fund or other similar
provisions. However, the Series N Preferred Stock may be redeemed on or after December 31, 2026, upon not less
than 30 days’ and not more than 60 days’ notice (“Series N Optional Redemption”). On that date or any date
thereafter, the Bank may redeem the Series N Preferred Stock from time to time, in whole or in part, at the Bank’s
option, for cash, subject to the approval of the appropriate federal banking agency (and any state banking agency), as
may be required by law, at the cash redemption price provided below. Dividends will not accrue on those shares of
Series N Preferred Stock on and after the redemption date. Neither the holders of Series N Preferred Stock nor the
holders of the Series N Depositary Shares have the right to require the redemption or repurchase of the Series N
Preferred Stock.

Redemption Following a Regulatory Capital Event

The Bank may redeem the Series N Preferred Stock, in whole but not in part, for cash, at any time within
90 days following a Series N Regulatory Capital Treatment Event, at the Bank’s option, subject to the approval of
the appropriate federal banking agency, at the cash redemption price provided below (“Series N Regulatory Event
Redemption”). A “Series N Regulatory Capital Treatment Event” means the Bank’s good faith determination that, as
a result of (i) any amendment to, or change in, the laws or regulations of the United States or any political
subdivision of or in the United States that is enacted or becomes effective after the initial issuance of the Series N
Preferred Stock; (ii) any proposed change in those laws or regulations that is announced after the initial issuance of
the Series N Preferred Stock; or (iii) any official administrative decision or judicial decision or administrative action
or other official pronouncement interpreting or applying those laws or regulations that is announced after the initial
issuance of the Series N Preferred Stock, there is more than an insubstantial risk that the Bank will not be entitled to
treat the full liquidation value of the Series N Preferred Stock then outstanding as “Tier 1 Capital” (or its equivalent)
for purposes of the capital adequacy guidelines of the FDIC (or, as and if applicable, the capital adequacy guidelines
or regulations of any successor appropriate federal banking agency), as then in effect and applicable, for as long as
any share of Series N Preferred Stock is outstanding. Dividends will not accrue on those shares of Series N Preferred
Stock on and after the redemption date.

Redemption Price

The redemption price for any redemption of Series N Preferred Stock, whether a Series N Optional
Redemption or Series N Regulatory Event Redemption, will be equal to $1,000 per share of Series N Preferred
Stock (equivalent to $25 per Series N Depositary Share) plus the sum of any declared and unpaid dividends for prior
dividend periods and accrued but unpaid and undeclared dividends for the then-current dividend period to, but
excluding, the date of redemption.

Redemption Procedures

If the Bank elects to redeem any shares of Series N Preferred Stock, the Bank will provide notice by first
class mail, postage prepaid, addressed to the holders of record of the shares of Series N Preferred Stock to be
redeemed, mailed not less than 30 days and not more than 60 days before the date fixed for redemption thereof
(provided, however, that if the shares of Series N Preferred Stock or the Series N Depositary Shares are held in
book-entry form through DTC, the Bank may give this notice in any manner permitted by DTC). Any notice mailed
or otherwise given as provided in this paragraph will be conclusively presumed to have been duly given, whether or
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not the holder receives this notice, and failure duly to give this notice by mail or otherwise, or any defect in this
notice or in the mailing or provision of this notice, to any holder of shares of Series N Preferred Stock designated for
redemption will not affect the redemption of any other shares of Series N Preferred Stock. Each notice of
redemption shall state:

*  the redemption date;

*  the redemption price;

e if fewer than all shares of Series N Preferred Stock are to be redeemed, the number of shares of Series N
Preferred Stock to be redeemed; and

*  the manner in which holders of Series N Preferred Stock called for redemption may obtain payment of the
redemption price in respect to those shares.

If notice of redemption of any shares of Series N Preferred Stock has been given and if the funds necessary
for such redemption have been set aside by the Bank in trust for the benefit of the holders of any shares of Series N
Preferred Stock so called for redemption, then from and after the redemption date such shares of Series N Preferred
Stock will no longer be deemed outstanding, and all rights of the holders of such shares will terminate, except the
right to receive the redemption price, without interest.

In the case of any redemption of only part of the Series N Preferred Stock at the time outstanding, the
shares of Series N Preferred Stock to be redeemed will be selected either pro rata or by lot. Subject to the provisions
hereof, the Board will have the full power and authority to prescribe the terms and conditions upon which shares of
Series N Preferred Stock may be redeemed from time to time.

The Series N Preferred Stock has no stated maturity and will not be subject to any sinking fund or
mandatory redemption provisions.

Regulatory Restrictions on Redemption Rights

Under current risk-based capital regulations, a bank insured by the FDIC may not redeem shares of
Preferred Stock included as Tier 1 capital without the prior approval of the FDIC. Any redemption of the Series N
Preferred Stock is subject to the Bank’s receipt of any required prior approval by the FDIC and the Commissioner
and to the satisfaction of any conditions in the capital guidelines or regulations of the FDIC applicable to such
redemption. Ordinarily, the FDIC would not permit such a redemption unless the FDIC determines that the bank’s
condition and circumstances warrant the reduction of a source of permanent capital.

Voting Rights

Registered owners of Series N Preferred Stock will not have any voting rights, except as set forth below or
as otherwise required by law.

On any matter in which the Series N Preferred Stock is entitled to vote as a class with holders of any other
shares upon which like voting rights have been conferred and are exercisable, including any action by written
consent, each share of Series N Preferred Stock will be entitled to one vote. As more fully described under
“Description of Series N Depositary Shares,” the depositary, as holder of all Series N Preferred Stock, will grant
1/40th of a vote per depositary share to the registered owner of each Series N Depositary Share so that each Series N
Depositary Share is entitled to exercise its proportionate voting rights.
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If at any time the full amount of dividends on the Series N Preferred Stock have not been paid or set aside
for payment (whether or not declared) for any six dividend periods (whether or not consecutive), holders of the
Series N Depositary Shares voting as a single class together with holders of any other stock, including the Series H
Preferred Stock, Series I Preferred Stock, Series J Preferred Stock, Series K Preferred Stock, Series L Preferred
Stock and Series M Preferred Stock that ranks on a parity with the Series N Preferred Stock as to payment of
dividends and that has voting rights equivalent to those described in this paragraph (“Series N Voting Parity Stock™),
are entitled to elect the Preferred Stock Directors at any annual meeting of shareholders or any special meeting of
the holders of Series N Preferred Stock and any Series N Voting Parity Stock, and the holders of the Common Stock
are entitled to vote for the election of the remaining number of directors authorized by the Articles or Bylaws. The
Board will at no time have more than two Preferred Stock Directors.

If, at any time after the right to elect directors is vested in the Series N Preferred Stock, the holders of the
Series N Preferred Stock and any Series N Voting Parity Stock call a special meeting of shareholders for the election
of directors, and at the time the special meeting is called, the election of the Preferred Stock Directors to the Board
would cause the number of directors to exceed the maximum number authorized under the Articles or Bylaws, then
the holders of Series N Preferred Stock and any Series N Voting Parity Stock, voting as a single class, shall be
entitled to elect the Preferred Stock Directors and the Common Stock shall be entitled to elect the remaining number
of authorized directors, the terms of office of all persons who were directors immediately prior to the special
meeting shall terminate, and the directors elected by the holders of the Bank’s Series N Preferred Stock and any
Series N Voting Parity Stock and the directors elected by the holders of the Common Stock shall constitute the
directors of the Bank until the next annual meeting.

The Preferred Stock Directors elected at any such special meeting will hold office until the next annual
meeting of the Bank’s sharcholders unless they have been previously terminated as described below. Except as
otherwise provided for by applicable law, any Preferred Stock Director may be removed only by the vote of the
holders of record of the outstanding Series N Preferred Stock entitled to vote (voting together as a single class with
holders of any Series N Voting Parity Stock). As long as the right to elect Preferred Stock Directors is continuing, (i)
any vacancy in the office of any Preferred Stock Director may be filled by the vote of the holders of record of the
outstanding Series N Preferred Stock entitled to vote (voting together as a single class with holders of any Series N
Voting Parity Stock), and (ii) in the case of the removal of any Preferred Director, the vacancy may be filled by the
vote of the holders of the outstanding Series N Preferred Stock entitled to vote (voting together as a single class with
holders of any Series N Voting Parity Stock) at the same meeting at which such removal shall be voted. Until the
time that any such vacancy is filled at a shareholder meeting as provided above, a successor shall be elected by the
Board to serve until the next such shareholder meeting upon the nomination of the then remaining Preferred Stock
Director.

Whenever all dividends on the Series N Preferred Stock and any other stock upon which like voting rights
have been conferred and are exercisable have been paid in full for four consecutive dividend periods (or otherwise
for at least one year), then the right of the holders of Series N Preferred Stock to elect the Preferred Stock Directors
will cease (but subject always to the same provisions for the vesting of these voting rights in the case of any similar
non-payment of dividends in respect of future dividend periods), and if no other shareholders have like voting rights
that are then exercisable, the terms of office of all Preferred Stock Directors will immediately terminate.

The Bank cannot take any of the following actions without the affirmative vote of holders of at least two-
thirds of the outstanding shares of Series N Preferred Stock:
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« create any class or series of shares that ranks, as to dividends or distribution of assets, senior to the Series N
Preferred Stock; or

+  alter or change the provisions of the Articles, the Certificate of Determination governing the Series N
Preferred Stock or the Bylaws so as to adversely affect the voting powers, preferences or special rights of
the holders of the Series N Preferred Stock;

provided, however, that with respect to the occurrence of any event listed in the second bullet point above,
so long as any shares of Series N Preferred Stock remain outstanding with the terms thereof unchanged or new
shares of the surviving corporation or entity are issued with the identical terms as the Series N Preferred Stock, in
each case taking into account that upon the occurrence of this event the Bank may not be the surviving entity, the
occurrence of any such event shall not be deemed to adversely affect any right, preference, privilege or voting power
of the Series N Preferred Stock or the holders thereof, and provided, further, that any increase in the amount of the
Bank’s authorized Common Stock or Preferred Stock or the creation or issuance of any other Series N Parity Stock
or Series N Junior Stock and any change to the number of directors or number of classes of directors shall not,
except as provided by law, be deemed to adversely affect such rights, preferences, privileges or voting powers.

Under California law, in addition to any required approval by its board of directors or its voting
shareholders, an amendment to the articles of incorporation of a California corporation also must be approved by the
affirmative vote of a majority of the outstanding shares of a class of shares, whether or not such class is entitled to a
vote by the articles of incorporation, if the amendment proposes to: (i) increase or decrease the aggregate number of
authorized shares of such class; (ii) effect an exchange, reclassification, or cancellation of all or part of the shares of
such class; (iii) effect an exchange, or create a right of exchange, of all or part of the shares of another class into the
shares of such class; (iv) change the rights, preferences, privileges or restrictions of the shares of such class; (v)
create a new class of shares having rights, preferences or privileges prior to the shares of such class, or increase the
rights, preferences or privileges or the number of authorized shares of any class having rights, preferences or
privileges prior to the shares of such class; (vi) in the case of preferred shares, divide the shares of any class into
series having different rights, preferences, privileges or restrictions or authorize the board to do so; or (vii) cancel or
otherwise affect dividends on the shares of such class which have accrued but have not been paid.

The holders of Series N Preferred Stock will have no voting rights if the Bank redeems all outstanding
Series N Preferred Stock (or call for redemption all outstanding Series N Preferred Stock and deposit sufficient
funds in a trust to effect the redemption) on or before the time the act occurs that would otherwise require a vote.

Regulatory Risk of Voting Rights

Although the Bank does not believe that any series of its Preferred Stock is considered “voting securities”
for purposes of the BHCA, if one or more series were to become a class of “voting securities,” whether because the
Bank has missed six dividend payments and, as a result, holders of the Preferred Stock have the right to elect
directors, or for other reasons, a “company” (as that term is defined for purposes of the BHCA) that owns or controls
25% or more of such class, or less than 25% if it otherwise exercises any “controlling influence” over the Bank
(including by holding 25% or more or, in some cases, one-third or more of the Bank’s total equity), may then be
subject to regulation as a bank holding company in accordance with the BHCA. In addition, if one or more series of
its Preferred Stock becomes a class of “voting securities”:

* any bank holding company may be required to obtain the prior approval of the Federal Reserve to acquire
or retain more than 5% of such series of Preferred Stock;
« any person (or group of persons acting in concert) other than a bank holding company may be required to
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obtain the approval of the FDIC under the CIBCA to acquire or retain 10% or more of such series of
Preferred Stock; and

*  any person may be required to obtain the prior approval of the Commissioner before acquiring “control” of
the Bank, as defined in California statutes and regulations.

Holders of the Preferred Stock should consult their own counsel with regard to regulatory implications.
Description of Series N Depositary Shares
General

The Series N Preferred Stock are deposited with the depositary, under a deposit agreement. Each Series N
Depositary Share will represent a 1/40th fractional ownership interest in a share of Series N Preferred Stock. Subject
to the terms of the deposit agreement, each holder of a Series N Depositary Share is entitled to all the rights and
preferences of a 1/40th fractional ownership interest in a share of Series N Preferred Stock (including dividend,
voting, redemption and liquidation rights and preferences). Immediately following the Bank’s issuance of the Series
N Preferred Stock, the Bank will deposit the Series N Preferred Stock with the depositary, which upon the Bank’s
instructions will issue and deliver the Series N Depositary Shares to DTC for credit to the accounts of such
participants of DTC and in such amounts as BofA Securities, Inc., J.P. Morgan Securities LLC, Morgan Stanley &
Co. LLC, UBS Securities LLC and Wells Fargo Securities, LLC shall specify.

Listing
The Series N Preferred Depositary Shares are listed on the NYSE under the symbol “FRC-PrN.”
Dividends

Each dividend payable on a Series N Depositary Share will be in an amount equal to 1/40th of the dividend
declared and payable on each share of Series N Preferred Stock.

The depositary will distribute all cash dividends paid on the Series N Preferred Stock to the record holders
of the Series N Depositary Shares in proportion to the number of Series N Depositary Shares held by the holders.
The depositary will distribute only such amount, however, as can be distributed without attributing to any holder of
Series N Depositary Shares a fraction of one cent, and any balance not so distributable will be held by the depositary
(without liability for interest thereon) and will be added to and be treated as part of the next sum received by the
depositary for distribution to record holders of Series N Depositary Shares then outstanding.

If a dividend is other than in cash and it is feasible for the depositary to distribute the property it receives,
the depositary, upon written instructions from the Bank, will distribute the property to the record holders of the
Series N Depositary Shares. If such a distribution is not feasible and the Bank so directs, the depositary will sell on
behalf of the holders of Series N Depositary Shares the property and distribute the net proceeds from the sale to the
holders of the Series N Depositary Shares in proportion to the number of Series N Depositary Shares held by the
holders.

Record dates for the payment of dividends and other matters relating to the Series N Depositary Shares will
be the same as the corresponding record dates for the Series N Preferred Stock.
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The amounts distributed to holders of Series N Depositary Shares will be reduced by any amounts required
to be withheld by the depositary or by the Bank on account of taxes or other governmental charges. The depositary
may refuse to make any payment or distribution, or any transfer, exchange or withdrawal of any Series N Depositary
Shares or the Series N Preferred Stock until such taxes or other governmental charges are paid. To the extent that the
depositary determines that amounts are required to be withheld in relation to the distribution of any property
pursuant to the deposit agreement, the depositary may, in certain circumstances, sell all or a portion of such property
to pay such taxes and distribute the balance of the net proceeds (after the deduction of such taxes) to the holder of
the Series N Depositary Shares in proportion to the number of Series N Depositary Shares held by the holder.

Liquidation Preference

In the event of any liquidation, dissolution or winding up of the Bank’s affairs, the holders of the Series N
Depositary Shares are entitled to 1/40th of the liquidation preference accorded each share of Series N Preferred
Stock.

If the Bank consolidates or merges with or into any other entity or the Bank sells, leases, transfers or
conveys all or substantially all of the Bank’s property or business, the Bank will not be deemed to have liquidated,
dissolved or wound up. In the event of the Bank’s liquidation, dissolution or winding up, a holder of Series N
Depositary Shares will receive the fraction of the liquidation preference accorded each share of underlying Series N
Preferred Stock represented by the Series N Depositary Shares.

Redemption

Whenever the Bank redeems any of the Series N Preferred Stock held by the depositary, the depositary will
redeem as of the same redemption date, from the proceeds received by the depositary resulting from the redemption
of the Series N Preferred Stock held by the depositary, the number of Series N Depositary Shares representing the
redeemed Series N Preferred Stock. A notice of the redemption furnished by the Bank will be mailed by the
depositary by first class mail, postage prepaid, not less than 30 nor more than 60 days before the date fixed for
redemption thereof, addressed to the respective holders of record of the Series N Depositary Shares to be redeemed
at their respective addresses as they appear on the share transfer records of the depositary (provided, however, that if
the Series N Depositary Shares are held in book-entry form through DTC, the Bank may give this notice in any
manner permitted by DTC). A failure to give such notice or any defect in the notice or in the Bank’s mailing will not
affect the validity of the proceedings for the redemption of any shares of Series N Preferred Stock or Series N
Depositary Shares except as to the holder to whom notice was defective or not given. Each notice shall state:

*  the redemption date;

» the redemption price;

e if fewer than all shares of Series N Preferred Stock are to be redeemed, the number of shares of Series N
Preferred Stock to be redeemed (and the corresponding number of Series N Depositary Shares); and

+ the place or places where the depositary receipts evidencing the Series N Depositary Shares are to be
surrendered for payment of the redemption price.

If the Bank redeems fewer than all of the outstanding shares of Series N Preferred Stock, the depositary
will select the corresponding number of Series N Depositary Shares to be redeemed pro rata or by lot. In any such
case, Series N Depositary Shares will be redeemed only in increments of 40 Series N Depositary Shares and any
integral multiple thereof, and the notice mailed to such holder shall also specify the number of Series N Depositary
Shares to be redeemed from such holder.
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The holders of Series N Depositary Shares at the close of business on a dividend record date are entitled to
receive the dividend payable with respect to the Series N Depositary Shares evidenced by such Series N Depositary
Shares on the corresponding dividend payment date notwithstanding the redemption of the Series N Depositary
Shares between such dividend record date and the corresponding dividend payment date or the Bank’s default in the
payment of the dividend due. Except as provided above, the Bank will make no payment or allowance for unpaid
dividends on the Series N Preferred Stock or Series N Depositary Shares to be redeemed.

Voting

Because each Series N Depositary Share represents a 1/40th ownership interest in a share of Series N
Preferred Stock, holders of depositary receipts are entitled to vote 1/40th of a vote per Series N Depositary Share
under those limited circumstances in which holders of the Series N Preferred Stock are entitled to vote, as described
above.

When the depositary receives notice of any meeting at which the holders of the Series N Preferred Stock
are entitled to vote, the depositary will mail the information contained in the notice to the record holders of the
Series N Depositary Shares relating to the Series N Preferred Stock. Each record holder of the Series N Depositary
Shares on the record date, which will be the same date as the record date for the Series N Preferred Stock, may
instruct the depositary to vote the amount of the Series N Preferred Stock represented by the holder’s Series N
Depositary Shares. To the extent possible, the depositary will vote the amount of the Series N Preferred Stock
represented by Series N Depositary Shares in accordance with the instructions it receives. The Bank will agree to
take all reasonable actions that the depositary determines are necessary to enable the depositary to vote as instructed.
If the depositary does not receive specific instructions from the holders of any Series N Depositary Shares
representing the Series N Preferred Stock, it will abstain from voting with respect to such shares (but shall appear at
the meeting with respect to such shares unless directed to the contrary).

Withdrawal of Series N Preferred Stock

Upon surrender of Series N Depositary Shares at the principal office of the depositary, upon payment of
any unpaid amount due the depositary, and subject to the terms of the deposit agreement, the owner of the Series N
Depositary Shares evidenced thereby is entitled to delivery of the number of shares of Series N Preferred Stock and
all money and other property, if any, represented by such Series N Depositary Shares. Only whole shares of Series N
Preferred Stock may be withdrawn. If the Series N Depositary Shares surrendered by the holder in connection with
withdrawal exceed the number of Series N Depositary Shares that represent the number of whole shares of Series N
Preferred Stock to be withdrawn, the depositary will deliver to that holder at the same time a new depositary receipt
evidencing the excess number of Series N Depositary Shares. Holders of Series N Preferred Stock thus withdrawn
will not thereafter be entitled to deposit such shares under the deposit agreement or to receive Series N Depositary
Shares therefor.

Miscellaneous

The depositary will forward to the holders of Series N Depositary Shares any reports and communications
from the Bank with respect to the underlying Series N Preferred Stock. Neither the Bank nor the depositary will be
liable if any law or any circumstances beyond their control prevent or delay them from performing their obligations
under the deposit agreement. The obligations of the Bank and a depositary under the deposit agreement will be
limited to performing their duties without bad faith, gross negligence or willful misconduct. Neither the Bank nor a
depositary must prosecute or defend any legal proceeding with respect to any Series N Depositary Shares or the
underlying Series N Preferred Stock unless they are furnished with satisfactory indemnity. Both the Bank and the
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depositary may rely on the written advice of counsel or accountants, or information provided by holders of Series N
Depositary Shares or other persons they believe in good faith to be competent, and on documents they believe in
good faith to be genuine and signed by a proper party. In the event a depositary receives conflicting claims, requests
or instructions from the Bank and any holders of Series N Depositary Shares, the depositary are entitled to act on the
claims, requests or instructions received from the Bank.

Book Entry, Delivery and Form

DTC acts as securities depositary for the Series N Depositary Shares. The Series N Depositary Shares are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC.

DTC has advised the Bank that it is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered under the provisions of Section 17A of the Exchange Act. DTC holds securities that its
Direct Participants deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of
sales and other securities transactions in deposited securities through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of DTCC.
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or through Indirect Participants. The rules applicable to DTC and its Direct and
Indirect Participants are on file with the SEC. More information about DTC can be found at www.dtcc.com.

Purchases of Series N Depositary Shares under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series N Depositary Shares on DTC’s records. The ownership
interest of each beneficial owner is in turn recorded on the Direct and Indirect Participants’ records. Beneficial
owners will not receive written confirmation from DTC of their purchase. Beneficial owners are, however, expected
to receive written confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the beneficial owner entered into the transaction. Transfers of
ownership interest in the Series N Depositary Shares are accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates
representing their ownership interest in the Series N Depositary Shares, except in the event that use of the book-
entry system for the Series N Depositary Shares is discontinued. Conveyance of notices and other communications
by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to beneficial owners are governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

To facilitate subsequent transfers, the Series N Depositary Shares deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested
by an authorized representative of DTC. The deposit of Series N Depositary Shares with DTC and its registration in
the name of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual beneficial owners of the Series N Depositary Shares; DTC’s records reflect only the identity
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of the Direct Participants to whose accounts are credited, which may or may not be the beneficial owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

In those instances where a vote is required, neither DTC nor Cede & Co. (nor any other DTC nominee) will
consent or vote with respect to the Series N Depositary Shares unless authorized by a Direct Participant. Under its
usual procedures, DTC mails an omnibus proxy to the Bank as soon as possible after the record date. The omnibus
proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series N
Depositary Shares are credited on the record date, which accounts are identified in a listing attached to the omnibus

proxy.

Redemption proceeds, distributions and dividend payments on the Series N Depositary Shares will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the
Bank or the Bank’s agent on the payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Direct or Indirect Participants to beneficial owners are governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and are the responsibility of such Direct or Indirect Participant and not of DTC (nor its nominee), the
Bank or any agent of the Bank, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds, distributions and dividends to Cede & Co. (or such other DTC nominee) is
the responsibility of the Bank or the Bank’s agent, disbursement of such payments to Direct Participants are the
responsibility of DTC, and disbursement of such payments to the beneficial owners are the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing its services as securities depositary with respect to the Series N Depositary
Shares at any time by giving reasonable notice to the Bank or the Bank’s agent. Additionally, the Bank may decide
to discontinue the book-entry only system of transfers with respect to the Series N Depositary Shares. Under such
circumstances, if a successor depository is not obtained, the Bank will print and deliver certificates in fully
registered form for the Series N Depositary Shares.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Bank believes to be reliable, but the Bank takes no responsibility for the accuracy thereof.

Transfer Restrictions

The Series N Depositary Shares were offered and sold pursuant to an exemption from registration under the
Securities Act of 1933, as amended, and other exemptions provided by the laws of the United States and other
jurisdictions where such securities are offered and sold. The Series N Depositary Shares may only be transferred or
sold in compliance with all applicable state, federal and foreign securities laws.
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Exhibit 10.9

December 10, 2021
(Clarified January 10, 2022)

Mr. James H. Herbert, 11

Re: Employment Agreement Amendment No. 8

Dear Jim:

This Amendment No. 8 (the “Amendment”), amends the Employment Agreement
between you and First Republic Bank (“Bank”) dated June 15, 2010, as amended pursuant to
Amendment No. 1 effective February 27, 2012, Amendment No. 2 effective February 25, 2014,
Amendment No. 3 effective December 1, 2015, Amendment No. 4 effective May 10, 2017,
Amendment No. 5 effective February 13, 2019, Amendment No. 6 effective February 24, 2021,
and Amendment No. 7 effective July 12, 2021 (your “Employment Agreement”). This
Amendment shall be effective December 10, 2021, as set forth below. Capitalized terms shall
have the meanings specified in your Employment Agreement unlessotherwise provided herein.

1. Temporary Leave of Absence.

You and the Bank mutually agree that you will take a medically-recommended temporary
leave of absence from your roles at the Bank (your “Leave”) from January 1, 2022 (the “Leave
Start Date™) to June 30, 2022. During your Leave, you are not expected to provide active services
to the Bank as Co-Chief Executive Officer, Executive Chairman or otherwise, and as part of your
Leave, you are hereby retiring from the board of directors of the Bank (and any direct or indirect
subsidiary of the Bank) as of the close of business on December 31, 2021. As of the last day of
your Leave, you may resume service pursuant to your Employment Agreement in the Bank’s
discretion, taking into account the advice of your physician (any date you return to service
pursuant to this paragraph, the “Service Resumption Date”). It is expected that, upon any Service
Resumption Date, you will be reappointed to the Board of the Bank.

2. Amendment.

You and the Bank mutually agree that during your Leave, the compensation and benefits
set forth in your Employment Agreement shall be modified as follows: (i) you will waive your
Annual Salary during the period of your Leave; and (ii) your Annual Bonus pursuant to your
Employment Agreement shall be paid on a pro rata basis, based on the number of days that you
provide services to the Bank while not on Leave. For the avoidance of doubt, (i) your Leave shall



not constitute termination of employment, Good Reason or Disability, (ii) the failure to be re-
appointed to the positions contemplated by your Employment Agreement (including appointment
to Board) on any Service Resumption Date shall constitute Good Reason, and (iii) upon any
Service Resumption Date, your Annual Salary shall be at least equal to your Annual Salary as in
effect on December 31, 2021, as adjusted pursuant to your Employment Agreement, as applicable,
in each case unless otherwise mutually agreed by you and the Bank. Except as specifically set
forth in this paragraph, your Employment Agreement shall remain in full force and effect during
your Leave and for its remaining term.

3. Retirement Treatment.

In light of your Founder’s status and over 36 years of service as Chief Executive Officer,
the Bank confirms that you are currently eligible, and will remain eligible during and following
your Leave, to elect, in your sole discretion to retire (the “Retirement”). Any such Retirement
would be effective upon 60 days advance written notice (the “Retirement Date”), and it is mutually
agreed that any and all other Notice Periods, or similar notice requirements, are waived. In
connection with any such Retirement, you would cease to be an employee, officer or director of,
or consultant or advisor to, the Bank or of any direct or indirect subsidiary of the Bank, unless
otherwise mutually agreed. In connection with your Retirement, the Bank confirms that you would
be eligible for retirement treatment as described in this paragraph. If you elect to retire, all of your
then-outstanding equity awards will remain eligible to vest in accordance with the terms of the
applicable award agreement as if your service to the Bank had not terminated, subject to and based
on the level of achievement of any applicable performance goals as of the end of the applicable
performance period(s). In addition, you will receive your pro rata salary and Annual Bonus for
the year in which your retirement becomes effective, Section 5(d) of your original Employment
Agreement shall survive for the time period set forth therein, and Section 3(b) of Amendment 4
to your Employment Agreement and Section 2(e) of Amendment 5 to your Employment
Agreement each will continue for two years after your retirement becomes effective
(notwithstanding any lesser time period described therein and, with respect to Section 3(b) of
Amendment 4 of your Employment Agreement subject to the Bank’s discretion to substitute
appropriate office access); the Bank acknowledges and agrees that it will not deny you any
payments or benefits (including, without limitation, retirement payments or benefits) under any
Bank plan, agreement or arrangement for which you are eligible pursuant to your Retirement.
Notwithstanding the foregoing, you will not receive the continued vesting benefit set forth in this
paragraph unless your Retirement occurs on or after mutual agreement is reached with the
Compensation Committee of the board of directors of the Bank.

4. No Other Amendments.

Except as amended hereby, your Employment Agreement remains in full force and effect.



Very truly yours,
FIRST REPUBLIC BANK

By: /s/ Michael J. Roffler

Name: Michael J. Roffler

Title: Executive Vice President and
Chief Financial Officer

Date: December 12, 2021

By: s/ Edward J, Dobranski

Name: Edward J. Dobranski

Title: Executive Vice President and
General Counsel

Date: December 12, 2021



Accepted and agreed:

/s/ James H. Herbert, 11
James H. Herbert, II

Date: December 12, 2021



Exhibit 10.18

AMENDMENT TO THE
FIRST REPUBLIC BANK
2017 OMNIBUS AWARD PLAN

THIS AMENDMENT (“Amendment”) to the First Republic Bank 2017 Omnibus Award Plan, as
Amended and Restated May 12, 2020 (the “Plan”) is made by First Republic Bank (“Bank™) as of the date
set forth at the end of this Amendment.

WHEREAS, Bank sponsors and maintains the Plan; and

WHEREAS, pursuant to Section 12(a) of the Plan, the Board of Directors of Bank (the “Board”)
has reserved the right to amend the Plan; and

WHEREAS, the Board deems it desirable to amend the Plan on the terms and conditions set forth
in this Amendment; and

WHEREAS, the Board has determined that the nature of the amendments made to the Plan
pursuant to this Amendment are such that stockholder approval of this Amendment is not required.

NOW, THEREFORE, the Plan is hereby amended as follows:

1. Tax Withholding. Effective for any withholding made on or after the date of adoption of
this Amendment, Section 13(e)(ii) of the Plan is amended in its entirety to read as follows:

(i1) Without limiting the generality of clause (i) above, the Committee may, in its sole
discretion, permit a Participant to satisfy, in whole or in part, the foregoing withholding liability by (A) the
delivery of shares of Common Stock (which are not subject to any pledge or other security interest) owned
by the Participant having a Fair Market Value equal to such withholding liability, (B) having Bank withhold
from the number of shares of Common Stock otherwise issuable or deliverable pursuant to the exercise or
settlement of the Award a number of shares with a Fair Market Value equal to such withholding liability,
except that with respect to shares withheld pursuant to this clause (B), (i) the amount of shares of Common
stock withheld may not exceed the minimum required statutory withholding liability unless the Participant
elects to have an amount of shares withheld equal to the maximum individual tax rate for the Participant in
the applicable jurisdiction, (ii) in no event shall the Participant be permitted to elect to have an amount
withheld in the form of shares of Common Stock less than the minimum required statutory withholding
liability for the Participant in the applicable jurisdiction, and (iii) in no event shall the Participant be
permitted to elect to have an amount withheld in the form of shares of Common Stock that exceeds the
maximum individual tax rate for the Participant in the applicable jurisdiction or (C) any other suitable
arrangements to withhold such taxes, in each case, in an amount not to exceed the maximum individual tax
withholding rates applicable to the Participant, as determined by Bank; provided, however, that to the extent
provided in the Award agreement, no such share withholding will be permitted (1) if Bank lacks sufficient
liquidity to effect such withholding, (2) if effecting such withholding would violate or cause a default under
any credit or other agreement to which Bank is a party or (3) if a Participant is exercising an Option upon
or following a termination for Cause.

2. Remaining Provisions. The remaining provisions of the Plan will continue in full force and
effect unless and until further modified or amended in accordance with the terms of the Plan.

3. Capitalized Terms. Capitalized terms used in this Amendment that are not specifically
defined in this Amendment will have the meanings set forth in the Plan.

[Remainder of page intentionally blank]



IN WITNESS WHEREOF, Bank has caused this Amendment to be executed by an authorized
individual on the date set forth below.

FIRST REPUBLIC BANK

By: ~ (uns{ ‘}(Izr\ﬁﬂ Date: __ 11/17/21

Name: Michael J. Roffler
Title: EVP and CFO




Exhibit 21
FIRST REPUBLIC BANK

SUBSIDIARIES

The following is a list of the subsidiaries of First Republic Bank as of December 31, 2021:

Subsidiary ® State of Incorporation or Organization
First Republic Lending Corporation Nevada

First Republic Investment Management, Inc. New York

First Republic Securities Company, LLC Nevada

First Republic Trust Company of Delaware LLC Delaware

First Republic Trust Company of Wyoming LLC Wyoming

M Excluded from the above list are subsidiaries which in the aggregate do not constitute a significant subsidiary.



Exhibit 31.1

Certification of Principal Executive Officer
Pursuant to §302 of The Sarbanes-Oxley Act of 2002

[, Michael J. Roffler, certify that:

1.
2.

| have reviewed this annual report on Form 10-K of First Republic Bank;

Based on my knowledge, this annual report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included
in this annual report, fairly presentin all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the periods presented in this
annual report;

The registrant’s other certifying officer(s) and | are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant, and we have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this
annual reportis being prepared;

(b) Designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this annual report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this annual
report based on such evaluation; and

(d) Disclosed in this annual report any change in the registrant’s internal control over
financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of the annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

The registrant’s other certifying officer(s) and | have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the registrant’'s auditors and the
audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

(a) Allsignificant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and

(b) Anyfraud, whether or not material, that involves management or other employees who
have a significant role in the registrant’'s internal control over financial reporting.

Date: February 28, 2022 /s/ Michael J. Roffler

Name: Michael J. Roffler
Title: Co-Chief Executive Officer (Acting) and
President



Exhibit 31.2

Certification of Principal Financial Officer
Pursuant to §302 of The Sarbanes-Oxley Act of 2002

[, Olga Tsokova, certify that:

1.
2.

| have reviewed this annual report on Form 10-K of First Republic Bank;

Based on my knowledge, this annual report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included
in this annual report, fairly present in all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the periods presented in this
annual report;

The registrant’s other certifying officer(s) and | are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant, and we have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this
annual report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this annual report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this annual
report based on such evaluation; and

(d) Disclosed in this annual report any change in the registrant’s internal control over
financial reporting that occurred during the registrant’'s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of the annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

The registrant’s other certifying officer(s) and | have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the registrant's auditors and the
audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

(@) Allsignificant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and

(b) Anyfraud, whether or not material, that involves management or other employees who
have a significant role in the registrant’'s internal control over financial reporting.

Date: February 28, 2022 /s/ Olga Tsokova

Name: Olga Tsokova

Title: Executive Vice President,
Chief Financial Officer (Acting) and
Chief Accounting Officer



Exhibit 32.1

Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002

The undersigned, the Principal Executive Officer of First Republic Bank (the “Company”), hereby
certifies on the date hereof, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the
Sarbanes-Oxley Act of 2002, that the Annual Report on Form 10-K for the year ended December 31,
2021 (the “Form 10-K"), filed concurrently herewith by the Company, fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and that
the information contained in the Form 10-K fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: February 28, 2022 /s/ Michael J. Roffler

Name: Michael J. Roffler
Title: Co-Chief Executive Officer (Acting) and
President




Exhibit 32.2

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002

The undersigned, the Principal Financial Officer of First Republic Bank (the “Company”), hereby
certifies on the date hereof, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the
Sarbanes-Oxley Act of 2002, that the Annual Report on Form 10-K for the year ended December 31,
2021 (the “Form 10-K"), filed concurrently herewith by the Company, fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and that
the information contained in the Form 10-K fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: February 28, 2022 /s/ Olga Tsokova

Name: Olga Tsokova

Title: Executive Vice President,
Chief Financial Officer (Acting) and
Chief Accounting Officer
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