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We Are CapStar

Our Mission

To win long-term relationships and positively impact our customers’ lives by 
setting the standard in Guidance, Responsiveness, Flexibility, and Service.

Our Vision

provider in the markets we serve.

Our Values

We operate with an owner mindset.  
At the root of everything we do, the underlying goal is to produce compound annual  

returns to shareholders greater than industry and market averages.

We are one team.   
 

or a single group. Individuals alone cannot achieve our ultimate goals.
 

We follow the Golden Rule.  
Treating others as we expect to be treated is the blueprint for every interaction with  

each 

Our team plays to win.   
 

We are driven, 

Everyone makes an impact.  
Diversity and inclusion of people, thoughts, and voices are priorities in every aspect  

of our company.  We strive to recruit and retain highly effective teammates who  

  

We are obsessed with Wowing! customers.  
We work tirelessly to win each customer. Every day we have a chance to gain a new customer 

Fast is better than slow.  
To win, we act fast. We operate with a sense of urgency established by our customer’s timeline 

and need for responsiveness.  Our decisions are thorough, but response is rapid. 

We celebrate everything!  
Large or small, we communicate and celebrate everything. We are passionate  

about the success of our teammates and customers.  



TO OUR BUSINESS 
PARTNERS,
Thank you to our employees, customers and the valued business partners who demonstrated tremendous 
teamwork and resilience in an unimaginable year. While we continue to operate in a pandemic environment,
it can be easy to overlook the additional challenges our communities faced in 2020. Working together, we 
persevered protecting the health of our employees and their families, providing the highest level of service to 
both existing and new customers who faced unexpected challenges, and executing a number of initiatives that 
strengthened our organization for the shareholders who provide the capital necessary to operate.

Our EMPLOYEES, CUSTOMERS and COMMUNITIES have always been the heart of our mission.

 

2020 Accomplishments
At CapStar, we are striving to build one of our industry’s great companies. The ultimate measure of our success 
will be our total return to shareholders over time relative to industry indices. As we diligently work to improve

conditions.  Despite the many challenges of 2020, it was a milestone year for our company as we reported 
record results in several areas and introduced a number of initiatives to both strengthen our organization and 
enhance our future prospects.

Key Results

• Excluding merger-related expenses, we achieved records in pre-tax pre-provision income to assets 
of 1.82%, net income of $28.7 million, and earnings per share of $1.42.

•
compression and provision for potential credit losses.

• Net loan charge-offs to average loans totaled 0.05%.

• Deposits rose to a recordd

• Within our mortgage division, loan originations were a record $1 billion.d

• Within our TriNet division, loan originations were a record $319 million.d

• Within our Government Guaranteed Lending division, loan originations were a record $269 million. d

center employees seamlessly 

transitioned to a remote 

work environment while 

in an altered work environment 

most of the year.

OUR 
EMPLOYEES

To directly support our communities in a 

contributions to food banks in our service 

areas, providing over 10,000 meals to our 

neighbors, and created a diversity scholarship 

providing greater access to our industry for 

underrepresented members of our community.

OUR 
COMMUNITIES

CapStar was a PPP leader, serving both 

existing customers and customers turned 

away by their bank, protecting more than 

20,000 local jobs. We also developed the 

state’s most customer-friendly loan 

deferral program made available to all 

borrowers, not only those in distress. 

OUR 
CUSTOMERS

NET INCOME1

$28.7 MILLION
$1.42

EPS1

1.82%
PTPP/A1

1.09%
ROAA1

and other metrics for certain revenue and expense items; results use a blended statutory 
income tax rate of 26.14% and exclude non-deductible one-time merger items.

DEPOSITS

$2.57 
BILLION

 
LOANS

$1.89 
BILLION

 



Key Accomplishments

•
where today we have approximately $100 million in loans and unfunded commitments.

• Partnered with two of Tennessee’s highest performing community banks improving our deposit base and 
funding costs, and providing entry into high growth Rutherford County.

•
bank operations, and risk management.

• Developed an extensive strategic plan designed to map how CapStar will win in its desired markets, 
allowing it to achieve its goal of being a great company and producing competitive shareholder returns.

Looking Forward

The coming year brings hope, healing and immense potential for our nation and our company. As a $3 billion 
growth organization, operating in some of Tennessee’s and the country’s most robust markets, CapStar enters 
2021 stronger than ever with unlimited prospects. Over the past two years, CapStar has partnered with three 

commercial real estate, government guaranteed lending, mortgage and TriNet divisions.

Today, we have more resources than ever to achieve our goals - strong management, strong businesses and
strong markets. As we execute our strategic plan, our emphasis will be discipline and focus around a few
key tenets:

• Attracting and retaining Highly Effective Employees by offering a creative and inspiring work environment.

• Driving and expanding Customer Loyalty
service.

• Increasing 
and capital management.

• Developing greater Earnings Consistency through stronger interest rate risk

• Enhancing Revenue Growth through an industry leading sales culture and

optimistic about the bright future of our great franchise.

In closing, I would like to thank retiring board members Jeff Cunningham and Dale Polley 
for their wise counsel and many contributions over the years. Each of them has made a 

service and wish them well in retirement. 

Thank you for your trust and continued support. 

Timothy K. Schools
President and CEO

























Loans



Deposits



Correspondent Banking  g

Mortgage Banking

Other Services 





Acquisition of Banks

Change in Bank Control 

Permitted Activities



Support of Subsidiary Institutions

Repurchase or Redemption of Securities



Branching 

FDIC Insurance and Other Assessments 

Community Reinvestment Act 

Interest Rate Limitations 



Federal Laws Applicable to Consumer Credit and Deposit Transactions 

Capital Adequacy



Prompt Corrective Action 

Liquidity



Payment of Dividends 

Restrictions on Transactions with Affiliates and Insiders 

Single Borrower Credit Limits 



Commercial Real Estate Concentration 

Privacy 

Consumer Credit Reporting 

Anti-Terrorism and Money Laundering Legislation 

Overdraft Fees 



The Dodd-Frank Act 

The Volcker Rule



Limitations on Incentive Compensation





We are subject to numerous risks, and the material risks that management believe affect our assets, business, cash 
flow, condition (financial or otherwise), liquidity, prospects and results of operations are described below. Many of 
these risks are beyond our control, though efforts are made to manage those risks while optimizing financial and 
operational results.  You should carefully read and consider the following risks factors.  The occurrence of any of r
the following risks, as well as risks of which we are currently unaware or currently deem immaterial, could materially
and adversely affect our assets, business, cash flow, condition (financial or otherwise), liquidity, prospects and results
of operations.  As a result, the trading price of shares of our common stock could decline and you could lose all or 
part of your investment.  In addition, the following risks and other information in this Report or incorporated into
this Report by reference, including our Consolidated Financial Statements and related notes and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” should be carefully considered before 
investing in shares of our common stock.  

Some statements in the following risk factors constitute forward-looking statements. Please refer to the section entitled e
“Cautionary Note Regarding Forward-Looking Statementdd s” at the beginning of this Report.tt

Our business, financial condition, and results of operations may be adversely affected by global pandemics, 
including the recent COVID-19 pandemic.  

 



As a business operating in the financial services industry, our business and operations may be adversely affected tt
in numerous and complex ways by weak economic conditions.

Our business and operations are concentrated in our Target Market, and we are more sensitive than our more 
geographically diversified competitors to adverse changes in the local economy.

Competition from financial institutions and other financial service providers may adversely affect our profitability.



As a bank that focuses on building comprehensive banking relationships with clients, our reputation is critical to
our business, and damage to it could have a material adverse effect on us.ll

We target small and medium sized businesses as loan clients, who may have greater credit risk than larger ll
borrowers.

Our concentration of large loans to a limited number of borrowers may increase our credit risk.



Lack of seasoning of our loan portfolio could increase risk of credit defaults in the future.

We may not be able to adequately assess and limit our credit risk, which could ee adversely affect our profitability.

Repayment of our leveraged loans is often dependent on the cash flows of the borrower, which may be 
unpredictable, and the collateral securing these loans may fluctuate in value. 

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



The healthcare service industry is an integral component of the local economy, and adverse trends in the healthcare 
service industry could have a material adverse effect on us.

Our commercial real estate loan portfolio exposes us to credit risks that may be greater than the risks related to dd
other types of loans.



A prolonged downturn in the real estate market could result in losses and adversely affect our profitability.

Regulatory requirements affecting our loans secured by commercial real estate could limit our ability to leverage 
our capital and adversely affect our growth and profitability.t

We engage in lending secured by real estate and may be forced to foreclose on the collateral and own the underlying 
real estate, subjecting us to the costs and potential risks associated with the ownership of the real property.ii



We are subject to risks associated with home equity products where we are in a second lien position that could 
materially adversely affect our performance.

We have several large depositor relationships, the loss of which could force us to fund our business through more ii
expensive and less stable sources.

Correspondent banking introduces unique risks, which could affect our liquidity.

Liquidity risk could impair our ability to fund operations and meet our obligations as they become due, and our 
funding sources may be insufficient to fund our future growth.



We are subject to interest rate risk, which could adversely affect our profits.

Changes in monetary policy and government responses to adverse economic conditions such as inflation and 
deflation may have an adverse effect on our business, financial condition and results of operations.

Our business strategy includes the continuation of our growth plans, and we could be negatively affected if we fail 
to grow or fail to manage our growth effectively.



Our bank’s size presents multiple challenges that may restrict our growth and a prevent us from effectively 
implementing our business strategy, such as our regulatory and internal lending limits and our ability to effectively
leverage our infrastructure to implement our business strategy.

Our growth strategy involves strategic acquisitions, and we may not be able to overcome risks associated with sucha
transactions.



Our continued pace of growth may require us to raise additional capital in the future to fund such growth, and thel
unavailability of additional capital on terms acceptable to us could adversely affect us or our growth.

Operational Risks

The fair value of our investment securities could fluctuate because of factors outside of our control, which could 
have a material adverse effect on us.

Deterioration in the fiscal position of the U.S. federal government and downgrades in the U.S. Department of the 
Treasury and federal agency securities could adversely affect us and our banking operations.



We are subject to losses resulting from fraudulent and negligent acts on the part of loan applicants, our borrowers, ll
other third parties, and our employees.

We may bear costs associated with the proliferation of computer theft and cyber-crime.

Our risk management framework may not be effective in mitigating risks and/or losses to us.tt

We depend on our information technology and telecommunications systems, and any systems failures or 
interruptions could adversely affect our operations and financial condition.



We are dependent upon outside third parties for the processing and handling of our records and data.

We encounter technological change continually and have fewer resources than certain of our competitors to invest 
in technological improvements.

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

We are subject to environmental liability risk associated with our lending activities.

By engaging in derivative transactions, we are exposed to additional credit and market risk.



We are or may become involved from time to time in suits, legal proceedings, information-gathering requests,
investigations and proceedings by governmental and self-regulatory agencies that may lead to adverse 
consequences.

Our Target Market is susceptible to floods, tornados and other natural disasters, adverse weather events, nuclear 
fallout from nuclear plants in East Tennessee and acts of God, which may adversely affect our business and 
operations.

Our internal controls over financial reporting may not be effective, and our independent registered publicee
accounting firm may not be able to certify as to their effectiveness, which could have a significant and adverse 
effect on our business and reputation.



Uncertainties in the interpretation and application of the Tax Reform Act could materially affect our tax obligations
and effective tax rate.  

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



Changes in U.S. trade policies and other factors beyond our Company’s control, including the imposition of m
tariffs and retaliatory tariffs, may adversely impact our business, financial condition and results of operations

We are subject to extensive regulation that could limit or restrict our business activities and impose financial r
requirements, such as minimum capital requirements, and could have a material adverse effect on our profitability.ll



Federal and state regulators periodically examine our business and may require us to remediate adverse
examination findings or may take enforcement action against us.

We are subject to numerous fair lending laws designed to protect consumers and failure to comply with these laws
could lead to a wide variety of sanctions.

We face a risk of noncompliance and enforcement action with the Bank Secrecy Act and other anti-money ii
laundering statutes and regulations.

Financial reform legislation has, among other things, tightened capital stann dards, created the Consumer Financial 
Protection Bureau and resulted in new regulations that are likely to increase our costs of operations.t



We are required to act as a source of financial and managerial strength for our bank in times of stress.

Our FDIC deposit insurance premiums and assessments may increase.

Even though our common stock is currently traded on the Nasdaq Stock Market's Global Select Market, it has less 
liquidity than many other stocks quoted on a national securities exchange. 



A future issuance or future issuances of stock could dilute the value of our common stock.

Significant sales of our common stock by certain shareholders could affect the market value of our common
stock. 

We have the ability to incur debt and pledge our assets, including our stock in our bank, to secure that debt. 

The rights of our common shareholders would likely be subordinate to the rights of the holders of any preferred 
stock that we may issue in the future.

We and our bank are subject to capital and other legal and regulatory requirements which restrict our ability to 
pay dividends.



We are an “emerging growth company,” and the reduced regulatory and reporting requirements applicable to
emerging growth companies may make our common stock less attractive to investors.

We are dependent on the services of our management team and board of directors, and the unexpected loss of key 
personnel or directors may adversely affect our business and operations.

General 

Litigation Against Gaylon M. Lawrence & The Lawrence Group 





  
  

  













Allowance for Loan Losses f



Investment Securities Impairment p

Income Taxes

Business Combinations

0.3 % 35.1 %
7(34.7 )% 47.9 %
712.7 % 31.1 %

1408.4 % (73.2 )% 
(3.2)% 37.1 %
78.2 % 57.0 %
24.8 % 15.9 %

5.0 % 170.4 %
(11.8 )% 486.5 %
10.1 % 132.2 %

    
(2.4)% 71.2 %

71.7 % 79.1 %



Net Interest Income 



2020 compared to 2019



.

2019 compared to 2018 

Provision for Loan lossesf

2020 compared to 2019



2019 compared to 2018 

Noninterest Income

          

11.5 % 45.8 % 
 (2.4)% 332.3 % 

164.4 % 67.5 % 
632.6 % 85.3 % 

10.4 % 79.5 % 
79.3 % 223.8 % 

226.3 % (3400.0)% 
34.5 % (19.5 )% 
78.2 % 57.0 % 



2020 compared to 2019

2019 compared to 2018 

Noninterest Expense p

          
27.3 % 24.3 %
27.4 % 81.5 %

5.8 % 730.7 %
7.3 % 43.2 %

(14.2 )% 750.7 %
113.4 % (42.5 )% 
103.1 % (72.9 )% 
10.2 % 255.9 %

6.2 % 661.6 %
24.8 % 15.9 %



2020 compared to 2019

2019 compared to 2018

Income Taxes

2020 compared to 2019

2019 compared to 2018 



2020 compared to 2019

2019 compared to 2018

Investment Securities



Loans and Leases 

  6 8.6%   12.1%   9 9.9%   7 10.7%   11.4%

  25.4%   27.3%   6 28.6%   26.3%   920.9%
18.2% 18.0% 7 17.7% 810.8% 10.4%

  9.2%   10.1%   12.2%   7 8.7%   10.1%

  33.4%   27.8%   28.3%   39.4%   6 40.6%
2.3%  2.0% 8 1.8% 8 0.8% 6 0.6%

  2.8%   7 2.7%    1.5%    3.3%   0 6.0%

  100.0%   100.0%   0100.0%   0100.0%   0100.0%



Asset QualityQ y



Non-Performing Loans and Assets f g



Allowance for Loan Losses (allowance)f ( )



  6 31.6%   6 28.6%   27.3%   24.2%   22.8%
  7.9%   9.8%   8.3 %   7 7.7%   7 8.7%

  15.0%   16.3%   20.1%   11.9%   13.5%
  41.8%   40.3%   641.6 %   52.5%   48.3%
  1.3%   1.8%   0.9 %   7 0.7%   7 0.7%
  2.5%   3.3%   1.9 %    3.0%   6.0%

  100.0%   100.0%   100.0%   100.0%   100.0%



Depositsp

Capital Adequacyp q y

Interest Rate Simulation Sensitivity Analysisy y



Liquidity Risk Managementq y g



Contractual Obligationsg

Borrowings g

Off-Balance Sheet Arrangementsff g





















Basis of Presentation f

Business Combinations

Nature of Operationsf p

Estimates 

Cash and Cash Equivalents q



Securities

Investments – Debt and Equity Securities–

Securities Held-to-Maturity - 

Trading Securities - 

Securities Available-for-Sale - 

  



Loans Held For Sale and Fair Value Option p

Tri-Net Fees

Loans

Commercial real estate

Consumer real estate

Construction and land developmentt

Commercial and industriall



Consumerr

PPP 

Otherr

Acquired Loans q

Allowance for Loan Losses f



Specific Component 

General Component 



Servicing Rightsg g

Premises and Equipment q p

Leases 



Bank Owned Life Insurance f

Securities Sold under Agreements to Repurchaseg p

Goodwill and Other Intangible Assetsg

Other Real Estate Owned 



Restricted Equity Securitiesq y

Income Taxes

Stock-Based Compensationp

Advertising Costs g

Off-Balance Sheet Financial Instrumentsff

Derivative Instruments 



Comprehensive Income p

Fair Value Measurements 

Restriction on Cash Balances

Subsequent Eventsq



Income Per Common Share 

Recently Issued Accounting Pronouncements y g

ASU 2014-09, Revenue from Contracts with Customers 



Treasury management and other deposit service charges:

Interchange income:

Gains/Losses on Sales of OREO:

ASU 2016-02, Leases 

ASU 2016-13, Financial Instruments – Credit Losses–

Financial Instruments —
Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (TopTT ic 842): Effective Dates

ASU 2017-04, Simplifying the Test of Goodwill Impairment 



ASU 2017-12, Derivatives and Hedging:  Targeted Improvements to Accounting for Hedging Activities 

ASU 2018-07, Compensation – Stock Compensation–

ASU 2019-04  Applicable to entities that hold financial instruments: 

ASU 2019-05  Applicable to entities that hold financial instruments: 

ASU 2019-12  Applicable to entities within the scope of Topic 740, Income Taxes:  











Special Mention

Substandardd

Doubtfull











Acquired Loansq



Leases 





Goodwill 



Acquired Intangible Assets q g



Short-Term Borrowings g

Subordinated Notes













Nonvoting Common Stock g

Preferred Stock f



Restricted Shares, Restricted Stock Units, and Performance Stock Units, , f

Stock Optionsp





Interest Rate Swaps Designated as Cash Flow Hedges p g g

Other Interest Rate Swapsp

Mortgage Banking Derivativesg g g













(a) Cash and Due from Banks, Interest-Bearing Deposits in Financial Institutions 

(b) Federal Funds Sold 

(c) Restricted Equity Securities 

(d) Loans, net 

(e) Accrued interest receivable 

(f) Other Assets



(g) Deposits 

(h) Federal Home Loan Bank Advances and Other Borrowings 

(i) Other Liabilities 

(j) Off-Balance Sheet Instruments 

(k) Limitations























The Southeastern School of Banking 

CapStar Bank Diversity Scholarship

SCHOLARSHIP OVERVIEW

Scholarship Objectives
• To aid in the professional development and advancement of underrepresented segments 

of our community

•
our community

•

Scholarship Criteria

TSSB CapStar Bank Diversity Scholarship:

•

• Attend an undergraduate program at an accredited college or university and be 

• Must be a permanent resident of the state of Tennessee upon application (may attend 
college outside the state)

• Must have at least one birth parent who is a member of one of the following minority 
groups: Black/African American, Hispanic, Native American, Alaskan Native, Native

Scholarship Award
•

Tennessee) - $3,800 value

•

•

•
upon graduation from college.

Scholarship applications now 
available at www.capstarbank.com



FINANCIAL HOLDINGS, INC.
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