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Dear Governor Haslam and Citizens of the State of
Tennessee:

| am pleased to present the 43rd Annual Report of the
Department of Financial Institutions.

The Department regulates banks, credit unions, trust
companies, business and industrial development
corporations, industrial loan and thrift companies,
insurance premium finance companies, mortgage lenders,
brokers, servicers and originators, title pledge lenders,
check cashers, deferred presentment services companies,
money transmitters and flexible credit act lenders.

We play a vital role in regulating and supp orting the
financial services industry and ensuring that Tennessee
financial institutions remain fiscally strong and comply with
governing authority.

The DepartmentAs mission is to ens uchatered ingitatibbrss fomnd s oun
Tennessee citizens, while giving institutions the opportunity to contribute to economic progress. In

short, we seek to find balanced regulation. The condition of the Tennessee banking system

continues to improve from the economic downturn. Tennessee state -chartered depository

institutions remain well positioned to continue serving their communities.

Although continued consolidation within the banking industry is anticipated in 2018, total loans and
assets continue to increase and the complexity and breadth of o  perations continue to grow. The
first state banking charter since 2008 was approved and issued in 2017. The Department also
received a second application for a new Tennessee state bank in 2017.

The Department recommends legislation in 2018. We recommend legislation that allows family

private trust companies to serve up to 35 full -time employees of a family affiliate and that sets out

the DepartmentAs process for modi fying or revoking al
Tennessee Banking Act previously granted to a family private trust company. We also recommend

legislation amending the Financial Institutions Conversion Act that would authorize an out of state

financial institution to apply under the Act to convert to a Tennessee chartered financial in stitution.

The Department continues to develop and implement its Regulatory Balance mission for depository

institutions. Department examiners seek to right size regulation to the merits of each institution and

avoid a one size fits all approachinorder t o support the GovernorAs economic
The Tennessee banking system is <critical to the stat .
balanced regulatory approach supports economic progress.

With respect to non -deposit companies, the Dep artment has established a risk focused examination
program that establishes a risk profile on licensed locations so that we can focus more resources on
companies that are high risk. The goal is to improve the operations of non -deposit companies by
sharing risk assessment information with each licensee.



In an effort to support the efficient and effective regulation of financial institutions, the Department
implemented Alternative Workplace Solutions to reduce the office space that the Department is
assigned by nearly 75%, avoiding over $400,000 in annual cost. Nearly 90% of Department staff are
either a mobile worker or working from home. The expectation is to better retain employees and
create more experience to further help us find regulatory balance.

Our experience indicates that financial literacy is one of the keys to dealing with the economic issues
facing us today. The Department has initiated a number of activities in recent years. Public service
announcements, workshops, consumer alerts, panel dis cussions and an effort to reach Tennessee
teachers and students were all a part of this effort. | serve on the board of the Tennessee Financial
Literacy Commission. The mission of the Tennessee Financial Literacy Commission is to equip
Tennesseans to make sound financial decisions when it comes to planning, saving and investing. A
financially literate public is a key factor in establishing a safe and sound system of financial
institutions.

Throughout this report you will find additional information relate d to the work of this agency, as well
as the condition of the entities the Department regulates. As you read this report, you will notice
that Tennessee remains a premier state for banking, trust and financial services companies. On
behalf of the employees of the Department, this report is respectfully submitted.

Sincerely,

{
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TN Department of

.Financial Institutions

OUR MISSION:

The primary statutory mission of the Department of Financial Institutions is to provide the people of
Tennessee with a safe and sound system of banks and other institutions by ensuring safety and
soundness and compliance with governing law, while giving institutions the opportunity to
contribute to the economic progress of Tennessee and the nation.

OUR VISION:

Our vision is the establishment of a regulatory program that prov ides for a sound state financial
services system within which institutions have the opportunity to succeed and serve their
communities by encouraging commerce while there is strong enforcement of laws and regulations

to protect citizens.
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Commissioner Greg Gonzales

Greg Gonzales is the 18th commissioner of the Tennessee Department of Financial Institutions, who
began serving in this role in 2005, and was reappointed by Governor Bill Haslam. He has served in
the department since 1986.Inth i s posi ti on, Gonzales serves as
of all state -chartered depository and licensed non -depository financial institutions.  Additionally, he
has served as assistant commissioner and general counsel for the department.

Gonzales is a past Chairman of the Conference of State Bank Supervisors (CSBS), which is the
professional organization of state banking commissioners in the United States. Commissioner
Gonzales, for a number of years, served as a member of the Board of Directo rs of the Money
Transmitter Regulators Association (MTRA), an organization of a majority of the states that regulate
funds transfer companies. He serves as Chairman of the State Liaison Committee that incorporates
the state supervisory perspective into the  Federal Financial Institutions Examination Council. The
FFIEC affects regulatory guidance on all depository financial institutions in the United States. He
served on the U.S. TreasuryAs Bank Secrecy Act
serves on the Board of Directors of the Tennessee Financial Literacy Commission. Gonzales also
currently serves on a national task force studying how new technologies are affecting the U.S.
payment systems.

Commissioner Gonzales was born in Cookeville, Tenness ee and graduated Cum Laude in Cursu

Honorum with a bachel or As degree from Tennessee

served as a research assistant in 1980 to Sir Patrick Cormack, a Conservative Party member of the
British Parliament. He earned a law degree from the University of Tennessee in 1984,

Commissioner Gonzales is an avid baseball fan and has rooted for the Chicago Cubs since the 1960s,
which has taught him great life lessons in perseverance and that loyalty is eventually rewarded.
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DEPARTMENT OVERVIEW

TOTAL NUMBER OF STATE-CHARTERED INSTITUTIONS
Fiscal Year June 30, 2016 vs. Fiscal Year June 30, 2017

CHARTERS June 30, 2016
Commercial Banks/Savings Banks 145
Trust Companies 10
Credit Unions 87
TOTAL NUMBER OF CHARTERS 242

June 30, 2017
138
10
85
233

TOTAL NUMBER OF LICENSED OR REGISTERED NON-DEPOSITORY FINANCIAL

INSTITUTIONS AND INDIVIDUALS

Fiscal Year June 30, 2016 vs. Fiscal Year June 30, 2017

LICENSEES/REGISTRANTS June 30, 2016

Business and Industrial Development Corporations (BIDCOS)

Check Cashing Companies

Deferred Presentment Services Providers
Flexible Credit Lenders
Insurance Premium Finance Companies

Industrial Loan and Thrift Companies

Money Transmitters

Mortgage Companies

Mortgage Loan Originators

Title Pledge Lenders
TOTAL NUMBER OF LICENSEES/REGISTRANTS
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563
1,052
463

54
1,410
102
606
10,215
960
15,426

TOTAL REFUNDED TO CONSUMERS PER INDUSTRY

Fiscal Year Ending June 30, 2017
LICENSEES / REGISTRANTS
Check Cashing Companies

Deferred Presentment Services
Providers
Flexible Credit Lenders

Mortgage Companies
Industrial Loan and Thrift Companies
Insurance Premium Finance Companies
Title Pledge Lenders

TOTAL REFUNDED

$1,456.74
$263,328.22

$1,248,963.40
$976,934.50
$38,346.70
$64.09
$124,036.74
$2,653,130.39

June 30,2017

1

550
961
568

50
1,102
114
620
11,966
830
16,762



TDFI/TEMA CYBERSECURITY EXERCISE

The Department of Financial Institutions (TDFI) conducted a 2017 Cybersecurity Exercise on June 14,
2017 at the Department of Labor & Work Force Development , 220 French Landing Way, Nashville,
Tennessee. The exercise was conducted in the Tennessee Room on the First Floor of the
Department of Labor & Work Force Development bui | di ng which is TDFUAs alter:t
event the Tennessee Tower main office | ocation is not available. This ¢ ybersecurity exercise
afforded executive staff the opportunity to familiarize themselves with the alternative location, as

well as, participate in the first ever internal ¢ ybersecurity exercise . The event included a
cybersecurity table -top exercise with assistance from the Federal Deposit Insurance Corporation
(FDIO), and speakers from the Federal Bureau of Investigation ( FBI) and cybersecurity industry . This
provided insight to cybersecurity processes to protect our financial institution industries. All areas
of the department participated in the exercise consisting of the Commissioner , Deputy
Commissioner , Bank Division , Compliance Division , Credit Union Division, Legal Section, Consumer
Resources Section, Human Resources, Strategic Technology Solutions, and Public Information
Officer. The exercise acclimate d personnel to aspects of responsibilities in the event a Tennessee
financial institution is successfully attacked by cyber operatives. The event objectives were:

U Determine d epartment responsibilities and
actions in regards to a cyber -attack on a
financial institution.

-

U Develop a standard operating procedure
for the depart ment As r esp-o
attack against a f inancial institution.

TDFI 2017 CYBER SECURITY EXERCISE

U Identify d epartment resources available to
financial institutions in regards to
cybersecurity attacks.

The exercise was designed to facilitatethed epart ment As readiness in the event
is subjected to cybersecurity issu es and our role to assist the financial institution ~ to ensure minimal

impact to customers, personnel, and community. Th ese sessions provided the exploration of the

aspects in identifying, measuring, monitoring, and controlling risk associated with cybersec urity.

Through lectures, cybersecurity test, and table top exercises, individuals were challenged to

participate in discussions and outline official standard operating procedures to ensure continued

operations in the event a financial institution is impac ted.

Thedepart ment As ctraihing rezeeciseuwas further utilized in building and completing a
Tennessee Financial Institution Cybersecurity Exercise in Nashville, Jackson, and Knoxville in
October, 2017, which was one of the first in the country sponsored by a financial institution
regulatory agency for banks, credit unions, and public trust companies. The exercise was attended

by ninety -three (93) Tennessee Financial Institutions with 144 participants. The exercise included
speakers from the FBI; U.S. Secret Service; US Department of Homeland Security; Tennessee
Emergency Management Agency ( TEMA); the cybersecurity industry; and the TDFI. The department
continues to plan for future cybersecurity train  ing events in 2018.
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ADMINISTRATIVE DIVISION

The Administrative Division managesthed epar t ment A\
and oversees fiscal services, human resources, training and
development, legal, information systems, and consumer
resources. Therefore, the Administrative Division provides

support to the three regulatory divisions.

COMMISSIONER’S OFFICE

Greg Gonzales, Commissioner

Alica Owen, Executive Assistant/Public Information Officer

Herb Kraycirik, CPA, CGFM, Audit Director

ADMINISTRATIVE DIVISION

Tina G. Miller, Deputy Commissioner
Christy Adams, Administrative Services Manager
Joyce Simmons, Chief Regulatory Accountant

CONSUMER RESOURCES SECTION

Alan Smith, Consumer Resources Director

Alicia Gay, Administrative Services Assistant
Bettye Osborne, Administrative Services Assistant

HUMAN RESOURCES SECTION

Leslie Yanez, M.S., SPHR, SHRMSCP, HR & Training
Director

Teri Crow, HR Analyst

Carmen McCreedy, Administrative Services
Assistant

Kelley Murray, HR Assistant

Personnel Designation: M. S.

Master As Degree,

FISCAL SECTION
Michelle Berry, CPA, Budget/Fiscal Director
James Stack, Budget Analyst

LEGAL SECTION

Marsha Anderson, General Counsel

Sarah Branch, Assistant General Counsel
Paula Cagle, Executive Administrative Assistant
Denise Cole, Deputy General Counsel

Daniel Espensen, Assistant General Counsel
Mark Kilpatrick, Assistant General Counsel

Troy McPeak, Assistant General Counsel

Eric Rogers, Chief Legal Counsel-Compliance
Division

Todd Staley, Legislative Liaison/Assistant General
Counsel

S-BEPBpciety ef Munmmam

Resource Management -Senior Certified Professional , CPA, Certified Public Accountant, CGFM, Certified Government Financial

Manager
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FISCAL REVIEW

2017 FUNDING SOURCES

The Department of Financial
Institutions receives no federal
or state taxpayer funds and is
fully funded by the fees assessed

. to the financial institutions
Bank Division Fees $10,533,800 56% regulated and supervised by the
i i ivisi department.
Credit Union Division $2.203.200 12%
Fees
Compliance Division In addition to the 201 7 revenue
Fees $5,937,000 32% source chart, in late FY 2012, the

department received one time

settle ment funds totaling

- $1,000,000 from a nationwide
settlement. At June 30, 2016, the remaining balance of these funds totaled $672,600 and was

carried forward to FY 2017.

The department’s regulatory oversight includes:

State-Chartered Banks Industrial Loan and Thrift Companies
State-Chartered Credit Unions Insurance Premium Finance Companies
Business and Industrial Development Money Transmitters

Corporations (BIDCOS) Residential Mortgage Lenders, Brokers and
Trust Companies Servicers

Check Cashing Companies Mortgage Loan Originators

Deferred Presentment Services Providers Title Pledge Lenders

Flexible Credit Lenders

$5,937,000 ] Bank Division Fees
] Credit Union Division Fees

O Compliance Division Fees

$10,533,80

$2,203,200
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2017 EXPENDITURES

Regular Salaries $10,127,800 59%
Benefits $3,703,700 22%
Professional i

ro es.smna Services State $1,032,400 11%
Agencies
Travel $638,000 4%
Data Processing $260,800 2%
Professional i Thi

rofessional Services Third $231.100 1%
Party
Other $173,200 1%

EXPENDITURES

1% B Regular Salaries

4% 2% | 1% I Benefits

m Professional Services
State Agencies
m Travel

m Data Processing
= Professional Services

Third Party
Other
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HUMAN RESOURCES AND TRAINING SECTION

The Human Resources and Training S ection in the TDFI Administrative Division coordinates and

provides customer service to employees on issues/matters related to benefits, time and labor

processing, policy clarification, personnel file management, recruitment and hiring, performance
management , empl oyee rel at i omsRKamilywldeadikat rLdage, ADAAAp e ns a't
Accommodations and other matters related to an employe
al so provide Edison support by ensuring employeeAs pe
updated in Edison. In addition to supporting our employees , the Human Resources and Training

Section staff works collectively with department management and leadership to provide reports and

data related to turnover, demographics, staffing, leave accruals and other information related to

personnel and staffing. We also work collectively with management to establish position
classifications to ensure we maintain a qualified, experienced staff able to carry out the
department As regul atory responsibilities.

Over the past few years, the State of Tennessee has
5 v worked to develop and improve a performance
> “@ - g management system that directs employee
Benefils —— , performance through SMART work outcomes.
Department management has worked diligently to
ensure that Individual Performa nce Plans have
work outcomes that meet the SMART format
criteria. Following an audit conducted by the
Department of Human Resources, TDFI was ranked
as the number one state agency for the highest
percentage of work outcomes compliant with the
SMART format. Department management have
also participated in training on the State of
Tennessee Talent Management process to further
support our efforts to develop a qualified workforce and assist us in our succession planning efforts.

During this past year, greater emphasis has been placed on employee development. As a C ertified
Learning Facilitator , the Human Resources Director facilitates training for staff and management
related to state and department policies as well as Department of Human Resources curricul a.
Having our own certified Learning Facilitator has afforded the department greater flexibility to
ensure staff and management are able to participate in required and requested training in a
manner that can accommodate their regulatory and examination resp onsibilities. TDFI is dedicated
to developing a competent leadership team and has embraced the mindset of continuous learning.

In that effort , department management have been working to complete the learning modules in the
State of Tennessee Management an d Leadership Learning Pyramid. As of June 30, 2017 , 97% of the
department As management staff completed | evel one and
learning pyramid.
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In addition to the examiner training that many of our staff participates in each ye ar, leadership

development has become increasingly important to TDFI. During this past year, we had one

employee participate in and graduated from Tennessee Government Executive Institute; one

employee participated in and graduated from Tennessee Governme nt Management Institute; two

employees participated in and graduated from LEAD Tennessee; one employee patrticipated in and

graduated from Accelerated Leadership Institute and fifteen employees participated in and

graduated from our o wn erdbip Acadersys, devetoped ih £ondulationl with the

Depart ment of Human Resources. The Commi ssioner As ph
opportunity to be a leader in their current position has resulted in staff from all position

classifications being afforded the chance to participate inthe Co mmi s s i @adership fcademy.

The depart ment As efforts to participate in the stateAs
continue to be successful and staff have worked to embrace available technology for meetings and
some training that can be accomplished outside of a classroom setting. As of June 30, 2017 , only

sixteen (16) department employees are permanently assigned work on a daily basis in the Nashville
office. 90% of our department employees are cl assified as either mobile workers or work at home.
Mobile workers generally report on a daily basis to a financial institution to participate in an
examination. On days when they do not report to a financial institution, they work at home.
Employees classified as work at home, generally work at home a minimum of three (3) days per
week and work at the office on an average of two (2) days per week. Implementation of AWS has
reduced office expenses, employee travel and parking in the Nashville area as wel | as increased
productivity and improved morale. The ability to work at home has resulted in lower utilization of

sick leave as well as enabled staff to work at home in lieu of utilizing Administrative Leave with Pay
when inclement weather has resulted in  the closing of state offices.

- S < o
2016/ 2017 CommissionerAs Leadership Academy G ®&ahkRitisors DemisecCole® Administative Division/Leghlt Alan Smith? i ¢
Administrative Division/CRS, Sherri Cassetty Bank Division, Chad Haney? Compliance Division, Paula Cagl® Administrative Division/Legal, Mark Herren? Bank Division, Teri
Crow? Administrative Division/HR, Daniel Espenser? Administrative Division/Legal, Jim ElleR Credit Union Division, Phil Stafford? Bank Division, Debra Grissom? Bank/Credit
Union Division, Robert Walker? Compliance Division. Not pictured: Robert Heisse? Credit Union Division and Joshua Evan® Credit Union Division.
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LEGAL SECTION

The Legal Section provides legal advice and
representation for the d epartment. It is
comprised of a g eneral counsel, seven staff
attorneys and one legal assistant.

The Legal Section advises the Commissioner
and departmental personnel in a Il legal
matters affecting the d epartment. They work
closely with regulated entities and the general
public in addressing legal issues. They also
wor k wi t h t he Governo
Tennessee General Assembly on legislative
issues affecting financial institutions.

The Legal Section also assists in the coordination of enforcement initiatives with other federal and
state regulators as well as with various law enforcement agencies. Th e Legal Section represents the
department in all administrative enforcement actions init iated by the various divisions in the
department.

The Legal Section was heavily involved in the 201 7 legislative session by analyzing and tracking bills,

working closely with the GovernorAs Office, t he

legislation which impacted the d epartment. The Legal Section provided assistance to divisions on a
myriad of legal issues, ranging from issues pertaining to bank, trust company and credit union
applications and operations, consumer lenders, including industria | loan and thrift companies, title
pledge lenders, deferred presentment services providers, and flexible credit lenders, to issues
involving mortgage companies, mortgage loan originator registration, money transmitter licensing,

and check cashers, as well as other areas requiring legal expertise.

2017 LEGISLATION

Public Chapter 122 - Amends T.C.A. Title 45, Chapters 5, 13, 15 and 18; Title 56
Chapter 37

Effective Dates: Various effective dates.

Public Chapter 122 amends the Industrial Loan and Thrift Companies Act (T.C.A. 88 45 -5-101 et seq.),
the Tennessee Title Pledge Act (T.C.A. 88 45-15-101 et seq.), the Check Cashing Act of 1997 (T.C.A. 88
45-18-101 et seq.), and the Premium Finance Company Act of 1980 (T.C.A. 88 5637-101 et seq.) to
authorize the commissioner to require persons subject to these acts to be registered/licensed
through a multi -state automated licensing system (known as the NMLS).  Because the NMLS requires
registration/licensi ng expiration dates to be set to December 31, Public Chapter 122 further changes

the annual registration/license expiration dates from March 31 to December 31 for industrial loan

and thrift companies (beginning in 2018), check cashers (beginning in 2018) a nd premium finance
companies (beginning in 2019) and provides for appropriate transition periods to such expiration
dates.
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Public Chapter 122 also amends the Tennessee Residential Lending, Brokerage and Servicing Act,
specifically at T.C.A. § 45-13-208, by eliminating an annual reporting requirement for mortgage
licensees because the information is otherwise available to the department from other required
reports. (Effective July 1, 2017).

Public Chapter 164 — Amends T.C.A. Title 45, Chapter 5, Part 3

Effective Date: April 24,2017

Public Chapter 164 amends the Industrial Loan and Thrift Companies Act, specifically at T.C.A. 8§ 45 -
5-301(2), by authorizing registrants under the Act to charge interest at any rate not in excess of a
maximum effective rate of thirty percent (30%) per annum on loans where the total amount of the
loan is one hundred dollars ($100) up to five thousand dollars ($5 ,000). Public Chapter 164 further
provides that, where the total amount of the loan is more than five thousand dolla rs ($5,000), the
maximum effective rate of interest remains at twenty four percent (24%) per annum.

Public Chapter 190 - Amends T.C.A. Title 45, Chapter 4, Part 4

Effective Date: April 24,2017

Public Chapter 190 amends T.C.A. Title 45, Chapter 4, Part 4, specifically 8§ 45-4-405(a), by increasing

from ten thousand dollars ( $10,000) to fifteen thousand dollars ( $15,000), the aggregate amount

t hat a credit uni on may disburse from a decedent  As acc
executor or admini strator has qualified and provided notice to the credit union.

Public Chapter 225 - Amends T.C.A. Title 45, Chapter 2, Part 19

Effective Date: July 1, 2017

Public Chapter 225 amends the provisions in the Tennessee Banking Act relating to cre dit card state
banks, specifically T.C.A. § 45-2-1904(a), by increasing the rate of interest that may be charged under
these provisions from twenty -one percent (21%) to an annual rate not exceeding thirty percent
(30%) per year or at an equivalent daily, weekly, monthl vy, or quarterly rate.

Public Chapter 264 — Amends T.C.A. Title 45, Chapters 2 and 10
Effective Date: July 1, 2017

Public Chapter 264, in Section 1, enacts the JEIl derly
Prevent i tnrgenéa, this Act, allows, but does notrequire, a 3f i nanci al service pr
has reasonable cause to suspect t hat Jfinanci al explo
attempted, or is being attempted, to refuse oan del ay
Jelderly adultj or J3J3vulnerable adultj, on an account o
beneficiary or of an account of a person suspected of perpetrating financial exploitation. This Act

further sets out the time and circumstances in which the financi al service pr

conduct or hold a financial transaction expires. Moreover, this Act allows, but does not require, a
financial service provider to offer an elderly or vulnerable adult the opportunity to submit a list of
persons to contact when the financial service provider has reasonable cause to suspect financial
exploitation and specifies others, in addition to those on the list, that the financial service provider
may notify when the financial service provider has reaso nable cause to suspect financial
exploitation. This Act also allows a financial service provider to refuse to accept a power of attorney
when there is reasonable cause to suspect financial exploitation by the agent or person acting for or
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with the agent. Additionally, this Act contains certain immunity provisions pertaining to actions
taken pursuant to the Act.  On June 30, 2022, this Act shall be repealed.

Public Chapter 264, in Sections 2 -4, makes amendments to the Financial Records Privacy Act (T.C. A.

88 45-10-101 et seq.). Specifically, Public Chapter 264 adds a new section, T.C.A. § 45 -10-119, which,

among other things, requires financial institutions to provide access to or copies of records in

response to certain administ rative subpoenas issued by the department of h uman services, adult

protective services. Further, Public Chapter 264 updates § 45 -10-109, pertaining to charges for

producing records in response to a subpoena by replacing a reference to the internal revenue

service withareference to a financi al institutionAs published fe
to § 45-10-103(8) regarding furnishing of information or records in response to certain subpoenas.

Public Chapter 264, Section 5, amends the Tennessee Banking Act at T.C.A. 8 4 5-2-704(a)(5) to allow a

bank to recover cost s, including attorneysA fees, i n
made in trust, whether the interpleader action is initiated by the bank or the bank joins in, is joined

into, or defends in any ma nner, the interpleader action.

Pursuant to Public Chapter 264, Section 6, the Department of Financial Institutions is encouraged to
consult with financial service providers, the Tennessee Commission 0 n Aging and Disability and the
Department of Human Services to consider distributing public education and information to alert
the public to the dangers posed to elderly and vulnerable adults by financial exploitation.

RULEMAKING

Amendment to Chapter 0180-09 and Repeal of Rule 0180-09-01.02 - Rules
Pertaining to State Chartered Credit Unions

Effective Date: April 17,2017

Rule 0180-09-01-.01 provided that state chartered credit unions making certain borrowings disclose

that the borrowed obligation is not a deposit and is not insured by the National Cred it Union
Administration or the State Credit Union Share Insurance Corporation (a now defunct private

insurer of certain credit union deposits) (emphasis added). Because the State Credit Union Share

Insurance Corporation is no longer in existence, the amen dment to Rule 0180 -09-01-.01 removed
the reference to this defunct entity.

Rule 0180-09-01-.02 provided that a state -chartered credit union may not, without the prior approval

of the Commissioner, purchase fixed assets if its investments in fixed asset s will exceed five percent
(5%) of its total assets. A federal rule (at 12 C.F.R. § 701.36) previously contained a similar restriction
applicable to federal credit unions, but that rule was amended to remove the restriction. Under
Tennessee law at T.C.A. § 45-4-501(9), state-chartered credit unions are generally allowed to engage
in any activity that they could engage in if they were a federally chartered credit union, subject to the
Commi ssioner As r e g udsaunhdness) A€cordingly, thé ceepartmenhno longer applies
the restrictions of Rule 0180 -09-01-.02 to state -chartered credit unions and, therefore, the rule was
repealed.
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Repeal of Chapter 0180-14 — Rules Pertaining to Other Real Estate

Effective Date: July 12,2017

Public Chapter 233 of the Acts of 2013, effective April 19, 2013, amended the Tennessee Banking Act,
specifically T.C.A. § 45-2-607(b)(2), by setting forth the procedures for state banks to dispose of real
property acquired in satisfaction of a loan. Rule 0180-14-.01 defines 3 ot her r eal east ate ow
real property acquired by a bank in satisfaction of a loan and Rule 0180 -15-4-.02 sets forth the
procedures for disposition of other real estate. Public Chapter 233 incorporated into T.C.A. § 45 -2-
607(b)(2) certain language from Rule 0180 -14-.02 pertaining to disposition of other real estate along
with substantive amendments. As a result, Public Chapter 233 rendered each provision of Chapter
0180-14, Rule 0180-14-.01 and Rule 0180-14-.02 ineffective and/or unnecessary. Accordingly,
Chapter 0180 -14 was repealed.

Amendment to Chapter 0180-24 — Rules Pertaining to Home Equity Conversion
Mortgages

Effective Date: April 17,2017

The Home Equity Conversion Mortgage Act (T.C.A. 88 47 -30-101, et seq.) states th at only authorized

lenders shall engage in the business of making reverse mortgages. The Tennessee housing

development agency, and any bank, savings institution, or credit union may be designated as

authorized lenders of reverse mortgage loans by providin g notice to the Commissioner. See, T.C.A. §
47-30-103(b). All other persons, pursuant to T.C.A. § 47 -30-103(c), shall submit an application for

authorization to make reverse mortgage loans containing the information required in T.C.A. § 47 -30-

103(c) and Rule 0180-24-.04 of the Rules of the Department of Financial Institutions. Application

requirements for authorization to make reverse mortgage loans are found in T.C.A. § 47 -30-103(c)

and in Chapter 0180 -24 at Rule 0180-24-.04. Rule 0180-24-.04(2)(i) states that the application shall,

among other requirements, include 3a copy of the most
applicantAs e x e cThig fule ememdidni deleteds the application requirement of
submitting a copy of the mostrecen t f eder al tax return for each of the &

17| Page



CONSUMER RESOURCES SECTION

The Consumer Resources Section reviews and tracks consumer complaints, fosters community
outreach and encourages financial education in Tennessee.

In 2017, the Consumer Resources Section reached some notable milestones since the development
of this section of the department in 2004. The Section has processed more than 6,800 total
complaint files also exceeded $500,000 in total refunds and/or waived fees th rough the consumer
complaint process , over the 14 years of its existence .

CONSUMER PROTECTION

The SectionAs key
receive and process consumer
complaints. The Department of
Financial Institutions is the primary
state agency that has s tatutory
jurisdiction to process consumer
concerns and complaints involving
financial institutions operating under
the various laws our department
administers  in Tennessee. The
Consumer Resources Section
processes all complaints related to
financial  instit utions that are
chartered/licensed by the
department. If the department
receives information that does not fall within our jurisdiction, those inquiries or complaints are
forwarded to the appropriate agency and the consumer is advised accordingly.

The SectionAs routine practice is to submit t
institution for response. Within its jurisdiction, the Section serves as an intermediary between the
consumer and the institution against which the complaint is filed.

The Section processed a total of 3 59 formally filed consumer complaints throughout calendar year

respons:

he cCons

2017. These were received from 6 4 o f the stateAs7.3A% Adowluai 52 @448%) 6

complaints were filed by out of state residents.  Additionally, of the total number of complaints that

were filed, 164 or 4 5.68% were submitted usingthed epart ment As online consumer cc

Shelby County residents had the highest number of complaints filed with 56 (18.24% of total
Tennessee resident filed complaints).  Complainants from the four largest counties in the state -
Davidson, Shelby, Knox and Hamilton, comprised 45.9% of all of the complaints filed by Tennessee
citizens with 141. The complete county listing of consumer complaints filed in 2017 appears later in
this report on page 21.
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The following graphic shows the three -year (3 Year) trend for bank complaints the Section has
received, based on the specific charter type of the institution named in the complaint. Complaints
against fed erally -chartered and out-of-state banks have increased slightly during this time period,
while Tennessee chartered banks have trended lower the past two years.

Three Year Trend of Bank Complaints
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The next graphic shows the three -year (3 Year) trend for the various credit union complaint s the
Section has received. This is also based on whether the credit union is federally  -chartered, out-of-
state, or a Tennessee chartered credit union. All three charter types have fluctuat  ed over the past
three years.

Three Year Trend of Credit Union Complaints
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