
This Supervisory Agreunent ("Agreement*) is mde and is effective this  

day of &d& - , 1991, by and betveen Leader Federal Bank for 
I 

Savings, Etnrphis, Tennessee (hereinafter *Leadern), and the Office of 

Thrift  Supervision ("OTS*) . 
Stis Agreesent has ben daly authorized, executed, and delivered, and 

constitutes, in accordance vith i ts  terms, a valid and binding obligation 

of Leader, i ts  directors, officers, employees, agents and service 

corporations. It is understood and agreed thrt t h i s  Agreement i s  a 

Writ ten agreement* entered Into vi th the Office of Thrif t  Supervision 

vi th in  the  lneMiag af 12 U.S.C.A. $ lSlS(b)(l) and ( i ) (2)  (Vest 1989). 

HOW, TEEBEFORE, I T  IS  AGREED benreen the partier hereto as foUovs: 

1. Leader shall  not make nev loans secured by cornmarcill real estate,  

loans secured by residential real estate vi th five or  more dvelling units, 

or  construction loans. 

Notwithstanding the above, Leader my: 

a. Modify or extend any existlng corm~erclal lour; 

c. Hake a construction loan of up to $350,000 for the purpose of 

constructing a single family residence on property located vithin 75 miles 

of a f u l l  service branch or agency office of Leader: hovevar, the roximum 

loan mount shal l  be $750,000 for a construction loan t o  an indi6dudl for 

the purpose of constructing the borrovrr's primary residence. 

Provided, any nev loan or modifteation of an existing loen as  

described tn paragraphs a, b, and c above obligating Leader t o  lend in  

arcerc of SS00.000 shall be approved by the Baard aad be r e v i m d  for 

regulatory complianca by Lader's general counsel. Furthemore, any 



paragraph 1, or  loan to  faci l i ta te  the sale of BEO, of $1 million or w r e  

that  has h e n  c l u s i f i e d  shall require ten days prior notice t o  the Deputy 

Begional Director. 

The l ini tat ions on lending contafsed in this  paragraph 1 sh.11 

remain in effect  unti l  Leader has achieved a ra t io  of cl&ssified russets, 

net of specific reserves, to tangible capital plus general valuation 

allovanceo of 753, u determined by subsequent OTS eurnination, 

Leader shall  not advance additional funds for aEO, u c e p t  for  the 

purpose of maintaining the property, 1.e.. taxes a d  iaourrnce, except 

where there is evidence that said advancements v l l l  preserve or enhance the 

value of the RED. Leader shkU nrrintain evidence of the purpose and 

necessity of such advancesents. 

2. Leader may originate for sale coarmercidl real  e s t r t e  lows  provided 

Loader has, a t  the t h e  of closing of the loan, a firm commitment from 

MUC, , or a l i f e  insurance company t o  purchase such lcaas upon tennr 

vhich Leader can satisfy. trader may originare W o r  retain in i t s  

i m m d  or g-rurraneerb commcrcWt real  6Bt8tL Poans. 

A l l  loans sold to  P N U ,  IXLEC, or a l i f e  insurance col~pany or insured or 

guaranteed by FR& or GMIh shall be vithout recourse to Leader. 

3. Leader shiU rest r ic t  i t s  meidential Lorna, except refinances of 

existing contractually current loans or loans to  f ac i l i t a t e  the sale of 

REO, t o  loans secured by real property located in the s ta te  of Tennessee or 

vithin 75 niles of a f u l l  service branch or loan originarfon office of 

Leader. 



4. W i t h  the exception of loans secured by ovner-occupied residential 

real  estate,  Leader shall  obtain and reviev on a l l  colprpercial real estate 

loans and residcntilf. construction loans a current financial starament on 

a11 borrovers and guarantors a t  the t h e  each loan is approved. The 

documents socurtng L.aderfr loan shall provide that all borrovers and 

guaraators sha l l  provide to  Leader financial statentents axmuilly unt i l  the 

loan is  paid in ful l .  Flnnacid staternenu shill1 include, a t  a minhtua, 

ballace sheets, income statements, and cash flov statements, which ref lect  

the income stream generated by the proparty. The p a s t  three fed.r.1. income 

tax returns of all borrovers and gwrantors v i l l  be secured prior t o  loan 

approvd. 

5. Tbe single-fmily residential coactsuction loans shall  be bound by 

the restr ict ions s e t  out i n  pmagraph 1 above; hovever, i n  addition t o  the 

above restrictions, t;he aggregate loras t o  one borrover shall  br restricted 

t o  $1,500,000. Leader v i l l  begin the process of reducing t o  $1,500,000, 

the loan level  on a l l  real estate residential construction lorn borrovers 

who have loans i n  excess of Sf,500,000. Aggregate loan6 t o  one borrover 

limited to  $750,000. A dvelling will be considered presold If  there is i n  

place a blading contract to  purchase and commitment for permanent financing 

fron a financially sound lender and/or government agency. The loan 

approval process shall include guidelines vhich shall  include, but not be 

licllitrd to, a requlremmt that the borrover have liquid assets of a t  l eas t  

one-eighth (1f8th) of the outstanding loan balance of the borrower. 
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6. Leader shall not make nev non-mortgage c ~ e r c i a l  loans in excess 

of $250.000 to any one borrover unless the loan 1: secured by a pledged 

savings account or narkerable securities, provided the value of such 

security is at all tfrPes in an mount equal to or gteater than the loan. 

The aggregate amount of non-mortgage conrmarcial lomi m y  not exceed $9 

afllion. bader may reviev or extend existing non-mortgage cooli~rcial 

l o w  in excess of $250,000 provided such loans are current m d  not 

adversely classif led. 

7. Leader shall cease the purchase or origiarrloa, in vhole or in 

part, of mobile home loans, except loans nrade to ffnance thc purchase of 

repossessed nobile homes from Leader. Leader rhrll retain the services of 

an independent advisor to evaluate its mbile home portfolio, including ra 

malysis of the feasibility of disposing of such portfolio. Such advisor 

s U  submit its recommendation to the Independent amet review c d t m e  

and to the Deputy Regional Director or his designee vithin 90 drys of the 

date of this Agreunent. 

8. Leader shall adopc policies and Implement procedures for enhanced 

internal asset review and clastification vhkh the board of directors ahall 

reviev annually and update as necessary. & part of these enhanced 

procedure:, Leader nurat clearly provide for identification of problem or 

potential problem assets, establish an independent asset review coatnittee 

(acommittaea) and insure that &e asper reviev carmaittee auintafrrs adequate 

record and docmaentation of its activities. Leader rhdll also Institute a 

requirement for, at a niaimnrm, annual docunanted phy~ical inspection: of 

aajor noa-residential mortgage projects to assess any deteriorating 
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collateral value. Such asset classification poll~-& and procedures shall 

be cuff icient to insure compliance vfth 12 C. P.R. 5 563.160 (1991). In 

this connection, Leader shall increase the size of its internal loan reviev 

staff so that a sore detailed reviev of periodic financial stateaents and 

other loan documentation on major borrovers can be accomplished. The 

individuals responsible for the loan rmiev function shall be Ldependant 

froa rhe individuals responsible for loan originations and/or servicing. 

9. The asset revlev cornittee shall establish a vritten report which 

vill set out the $ t a w  of problca loans and RE0 and/or vhat steps have 

been and/or vill be taken to correct any problrms of deficiencies. The 

vritten report shall be presented to the Board monthly. The committee 

shall consist of the CEO, the CPO, the head of the applicable lending 

departmsnt, general counsel (as advisor), and an outside director appointed 

by the Chainnau, and any other persons that the Chairman &eas appropriate. 

10. The asset reviev coamlttee will reviw the report of Peat Marwick 6 

Main (PXM) concerning Leader's servicing of FIU aad VA loans. The 

coxumittee vill nalce recomendations to the Board and vill request that the 

Board adopt its recomendations and establish a date a6 to any rimedial 

11. Leader shall adopt policies and Implement procedures for the 

establishment of general vzluatlons allovances, vhich shall give 

consideration to fhe level, security and trend of non-perforaing assets. 

Leader shall inaintain dequate general vrluation allovvlfes and adopt 

policies vhich provide for increases should isset quality deteriorate. 

12. Leader shall adopt policies and iinpleaant procedures for enhanced 



* = z  

loan underuriting aud appraisal standards. Such policies aud procedures 

shall require use of standardized appraisal reviev form for income- 

producing properties. Such policies and procedures shall be sufficient to 

insure that Leader is in compliance vith 12 C.F.R. 5 s  563.170-.172(1991). 

13. Leader, vithin ninety days (90) of the date of this Agrwmenr, 

shall subnit a revised five-year b116~ehS p l m  to the Deputy Regional 

Director or his designee detailing: 

a. Leader's compliance with fully phased-in capital requirements: 

b. its reduction of classified assets to no a r e  than 75% of 

tangible capital plus GVA'6; 

c. adoption af a plan for muaagrrPant succession and compensation. 

Such compensation plan should provide for no bonuses for senior aanageasat 

vithout the approval of the Deputy Regional Director. Leader shall also 

take steps to reduce the payment of interest on existing deferred 

compensation plans for senior management and directors to no more than the 

institution's cost of funds. 

14. Leader and the involved directors sball eliminate the conflict 

B 

the October, 1, 1990, Report of Examination by sale of the interests of 

Leader to unrelated third partier or vriting off the invectxwnts. 

15. Leader shall abstain from entering into transactions vhich wuld 

create a conflict of interest for any affiliated person a ~ ~ d  ahall comply 

vith all conflict of Interest regulations, including 12 C.F.R. $5 563.41, 

563.43, and 571.1 (1991) and Sections 23A, 238. and 22(h) of the Federal 

&serve Act, 12 8.S.C.A. 5 5  371C, 371c-1, and 3752, (Pest 1989). The Board 



of Directors of Leader sha l l  develop and each d i rec tor  s h a l l  s ign 

policy for  avoidance of conf l ic t s  of i n t e r e s t ,  vhich policy sha l l  

any and a l l  applicable regulations and s ta tu tes .  

a wri t ten 

del ineate  

16. Leader shall engage an investmtnt banking concern t o  a s s i s t  i n  the 

pursui t  of a sa le ,  aerger,  o r  conversion of the i a s t i t u t i on .  nit Board of 

Directors s h a l l  submit a quar ter ly  report  t o  the Deputy Regional Director 

out l ining the status of all e f fo r t s  i n  t h i s  regard. 

A l l  technical words or  terms used in this Agreement, f o r  which meanings 

a r e  not specif ied or othetwist provided by the provisions of t h i s  Agreement 

s h a l l ,  insofar as applicable, have mornings a s  defined i n  Chapter V of 

T i t l e  12 of the Code o f  Pederil  R8gulations, How bvnera' Lorn Act, Federal 

Deposit Insurance A c t  o r  OTS lfemorsada, and a l l  such technical  vords o r  

terms used i n  t h i s  Agreesent, aad undefiaed by sa id  s t a tu t e s ,  rules and 

regulations,  s h a l l  have meanings t h a t  accord w i t h  t h e  bes t  custom and usage 

i n  the savings rnd  loan fndustry. The terms and provisions of t h i s  

Agreement sha l l  be binding upon, rnd inure t o  the benefit  of ,  the par r ies  

hereto  and t h e i r  successors i n  in te res t .  



This Agreesent sha l l  rclnain i n  e f fec t  u n t i l  terminated by the OTS, 

. c t ing  through i ts  Deputy Regional Director. Any decision t o  mend or  

rnodify the Agretmlmt is l e f t  t o  the discret ion of the OTS Deputy Regional 

Director. 

IN ElTWSS WEREOF, the par t ies  have executed this Agreement by t h e i r  

Boud of Directors o r  designated agent. A c e r t i f i a d  copy of the  resolution 

of the Board of Directors of Leader wthorizfng the  execution of t h i s  

@cement is attached hereto and made a pa r t  hereof. 


