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INTRODUCTION

In accordance with Chapter 16 of the Finance Code, the Department has crafted the following
FY 2016 Annual Operating Plan and Budget. This document aligns the goals and measures
developed for the Department’s Strategic Plan for Fiscal Years 2015-2019 with the
Department’s proposed budget. It aims to improve the links between the Department’s
resource needs, effectiveness, and outcomes.

THE DEPARTMENT TODAY

The Department is a self-directed and semi-independent agency that is responsible for
ensuring a safe and sound credit union system for all Texans. This is accomplished
through the effective chartering, regulation, and supervision of Texas-chartered credit
unions. The operations of the Department are funded primarily by semiannual
assessments levied on credit unions. The Department receives no state monies from the
General Revenue Fund.

As of December 31, 2014, the Department was responsible for regulating and supervising
187 credit unions. Based on the year-end call reports, Texas-chartered credit unions held
$32.3 billion in assets or approximately 38 percent of total aggregate credit union assets
in Texas.

GOALS AND OUTCOMES

The Credit Union Commission has established four strategic goals to guide the operations
of the Department and to contribute to the achievement of its mission and performance
goals. The Commission’s goals are:

1. To ensure a safe and sound state credit union system in Texas;

2. To provide a flexible regulatory framework that enables credit unions
to provide a full competitive array of financial services;

3. To safeguard the interest of credit union members; and

4. To develop a professional and motivated staff that provides quality
service to the citizens of Texas and supports achievement of the
Department’s statutory mission.

The Department works to meet these goals by, among other things, detecting violations and
potential problems or issues in the Texas credit union system and ensuring that the violations
are addressed; crafting rules that strengthen corporate governance and operations; ensuring
credit union members are treated fairly; and making sure that the Department’s human capital
strategies, information technology initiatives, and resources are appropriately aligned to
achieve the Department’s mission, goals, and outcomes.
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Like other regulatory agencies, the Department has found it challenging to develop measures
that accurately depict the outcomes of the agency’s activities. In many instances the effects
of the agency’s efforts can only be indirectly assessed. The Department intends to continue
refining its work in this area as it gains more experience in integrating its budget and
performance functions. As part of this effort, the Department will continue to assess
alternatives for measuring outcomes that help the public gauge the Department’s progress in
achieving its mission, as well as assisting staff in meeting their objectives.

Strategic Goal 1: A Safe and Sound Credit Union Industry

Strategic Objective 1.1: The Department anticipates, understands, addresses, and
communicates risk to credit unions. The Department seeks to fulfill this objective by:

1. Establishing the appropriate regulatory framework.

2. Ensuring risk-based supervision is properly implemented and focused
on material risks to the industry and individual credit unions.

3. Identifying emerging risk areas related to industry and individual
credit unions.

4. Complying with the examination requirements of 7 TAC Section
97.105.

5. Resolving problem credit unions in a timely fashion, effectively, and
when possible, without loss to the share insurance provider.

6. Taking prompt and effective enforcement actions when warranted.

Strategic Objective 1.2: The Department cooperates with other regulatory authorities on
common interests. The Department seeks to fulfill this objective by:

1. Working effectively with the NCUA, private share insurance
providers, and other state regulators to identify and address risks and
emerging issues.

2. Implementing and developing new coordination and collaboration
agreements with NCUA, private share insurance providers, and other
applicable state regulators regarding supervisory activities performed
in credit unions and information exchange.

Strategic Objective 1.3: Supervisory methods and analytical tools keep pace with
industry changes and appropriately support the broader mission of the Department. The
Department seeks to fulfill this objective by:

1. Utilizing analytical tools and reports to effectively use the data
collected from credit unions to foster informed decision making for
supervisory operations and policy.

2. Deploying supervisory technology solutions to enhance data quality
and provide user-friendly examiner access to key credit union and
industry information.
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FY 2016
Informational Measures

Number of state-chartered credit unions

Number of regular examinations performed

Number of follow-up contacts made

Number of enforcement actions issued

Percentage of credit unions with composite CAMEL ratings of 1 or 2

Percentage of assets held in credit unions with CAMEL ratings of 1 or 2
Percentage of credit unions that are “Well Capitalized” as defined by federal
statute

Production Measures
Percentage of credit unions receiving regular examination: 90
Percentage of applications approved or denied within 60 days: 100
Percentage of reports mailed to credit unions within 20 days: 98

Strategic Goal 2: A flexible legal and regulatory framework that enables credit
unions to provide a competitive array of financial services

Strategic Objective 2.1: Each Commission rule is current, clearly written, and necessary
for an effective supervisory process. The Department seeks to fulfill this objective by:

1. Drafting, amending, and implementing rules to fulfill Legislative
directives and to ensure relevance to current conditions.

2. Conducting the mandatory rule review in accordance with
Commission’s approved plan.

3. Implementing rulemaking through successful collaboration and
consultation with interested parties.

Strategic Objective 2.2: The Department supports credit union efforts to remain
competitive, consistent with safety and soundness. The Department seeks to fulfill this
objective by:

1. Supporting the continued recognition of the attributes of the state
credit union charter through appropriate opinions and rules.

2. Developing and modernizing attributes of the credit union charter and
the role and status of the industry.

3. Enhancing communication with NCUA and other state regulators to
facilitate better coordination on issues affecting credit unions.

4. Communicating attributes of the state charter within and outside the
Department.
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Strategic Objective 2.3: Application procedures are efficient and consistent with safety
and soundness. The Department seeks to fulfill this objective by:

1. Providing a standardized application package.

2. Establishing policies and procedures that provide clear and
comprehensive guidance.

3. Implementing and maintaining processes for prompt screening of
applications

4. Enhancing existing technology solutions that support effective
application operations.

FY 2016
Informational Measures

Number of new rules adopted

Number of rules amended

Number of rules re-adopted without change

Number of applications processed

Number of requests for interpretations/opinions of Act and Rules
Number of contested cases referred to SOAH

Number of Public Information Act requests processed

Number of public forums in which Department participates
Total Assets in state-chartered credit unions

Percentage increase in total aggregate credit union assets

Production Measures

Percentage of rule changes provided to credit unions within 60 days: 100%
Percentage of interpretations/opinions issued within 30 days: 100%

Strategic Goal 3: Safeguard the interest of credit union members

Strategic Objective 3.1: All credit union members have reasonable access to credit union
services and are treated fairly and lawfully. The Department seeks to fulfill this objective

by:

1. Reinforcing the importance of fair and honest treatment of credit union
members through appropriate supervisory and enforcement action.

2. Expanding the agency’s role in resolving and/or mediating member
complaints handled by the Department.

3. Strengthening role in addressing member privacy, information
security, and identity theft.

4. Enhancing the Department’s consumer compliance examination
program.
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Strategic Objective 3.2: Credit unions are involved in providing financial services in
underserved communities within this State. The Department seeks to fulfill this objective

by:

1. Supporting the efforts of credit unions to expand their fields of
membership to included underserved and low income communities.

2. Facilitating the process for credit unions to obtain a low-income
designation from NCUA.

3. Participating in financial literacy efforts by the industry and other
agencies.

FY 2016
Informational Measures

Number of complaints processed
Percentage of credit unions providing services to low income or underserved
populations

Production Measures

Percentage of complaints responded to within 30 days: 95%

Strategic Goal 4: Develop a professional and motivated staff that provides quality
service and supports achievement of the Department’s statutory mission.

Strategic Objective 4.1: The Department maintains a competent, highly motivated, and
diverse workforce in a fair and inclusive work environment. The Department seeks to
fulfill this objective by:

1. Maintaining a comprehensive Equal Employment and Workforce
Diversity Plan.

2. Executing an aggressive recruiting and comprehensive training
strategy for new entry-level examiners.

3. Developing proactive initiatives focused on the retention of
employees, including mentoring, employee feedback, incentives, and
recognition programs.

4. Creating a leadership development program to support and enhance
management succession.

5. Implementing an external hiring strategy to augment specialized skills
to enhance the Department’s supervision of complex credit unions.

Strategic Objective 4.2: The Department is an efficient, effective, and ethical
organization. The Department seeks to fulfill this objective by:
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1. Ensuring compliance with laws, rules, and stewardship of its resources
through program evaluations and a quality management framework.

2. Ensuring compliance with the rules, policies and procedures for ethical
conduct by its employees.

3. Ensuring reliable, secure, modern information technology systems are
in place in support of an environment that meets the Department’s
mission, goals, and objectives.

4. Leveraging technology, with particular focus on information
management initiatives, such as records and knowledge management.

Strategic Objective 4.3: The Department’s resource decisions and operations reflect
sound financial, security, and risk management principles. The Department seeks to
fulfill this objective by:

1. Implementing security controls to mitigate risk and to protect
confidential information.

2. Improving contingency planning for business continuity, including
information technology recovery, compliance with Homeland Security
requirements, and crisis management strategies.

3. Achieving reliable, accurate and timely financial resources
management information.

FY 2016
Informational Measures
Annual examiner turnover rate
Average regulated assets per examiner (millions)
Annual staff turnover rate
Number of days of formal training attended by staff

Number of contracts awarded to HUB vendors
Percentage of contracts awarded to HUB vendors

Production Measures

Percentage of credit unions indicating quality service annually: 90%
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BUDGET - FY 2016

Total
2016 Budget
REVENUE:
Operating Fees $3,254,527*
Examination Fees
Application Fees
Penalties
Refund/Reimburse Expenditure
Other
TOTAL REVENUES: $3,254,527
FTEs 28.5
EXPENDITURES:
Personnel Expenses
Salaries and Wages $2,255,221
Payroll Related Costs $ 712,880
Total Personnel Expenses $2,968,101
Travel Expenses
In State $ 387,100
Out-of-State $ 10,000
Commission $ 11,000
Total Travel Expenses $ 408,100
Other Operating Expenses
Professional Services/Fees $ 61,436
Materials and Supplies $ 35,518
Communications/Utilities $ 38,320
Repairs/Maintenance $ 51,670
Rentals and Leases $ 4,761
Printing and Reproduction $ 500
Other Expenditures $ 132,511
Total Other Operating Expenses $ 324,716
TOTAL EXPENDITURES $3,700,917
CONTINGENCY RESERVE $ 845,000

* Any funds in excess of the prescribed Contingency Fund Reserve aggregate limit as of
August 31, 2015 shall be used to reduce the operating fees for Texas credit unions
during the fiscal year.
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CUMULATIVE RESOURCES

Fiseal Year | 2010 2011 2012 2013 2014 2015
Aufhorlzes 245 245 245 25 25 275
Al FTE | 271 88 225 235 235 24.3 TBD
Budgeted |2 479,994 | $2,656,716 | $2,814,637 | $2,969,435 | $3,024,386 | $3,503,250
Acwal |6 250 508 | $2,520,819 | $2,572,236 | $2,823,222 | $2,984,998 | TBD

Dollars




