CREDIT UNION COMMISSION MEETING

Credit Union Department Building
914 East Anderson Lane
Austin, Texas

November 1, 2019
9:00 a.m.
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Note: The Credit Union Commission may go into executive session (close its meeting to the
public) on any agenda item if appropriate and authorized by the Open Meetings Act, Texas
Government Code, Chapter 551.

Meeting Recess: In the event the Commission does not finish deliberation of an item on the first
day for which it was posted, the Commission might recess the meeting until the following day at
the time and place announced at the time of recess.

Meeting Accessibility: Under the Americans with Disabilities Act, the Credit Union Commission
will accommodate special needs. Those requesting auxiliary aids or services should notify Cheli
Castro, Credit Union Department, 914 East Anderson Lane, Austin, Texas 78752--(512) 837-9236,
as far in advance of the meeting as possible.






CALL TO ORDER

. TEXAS CREDIT UNION COMMISSION MEMBERS

Yusuf Farran, Chair
Elizabeth L. “Liz” Bayless
Karyn C. Brownlee
Beckie Stockstill Cobb
Steven “Steve” Gilman
Sherri B. Merket

Jim Minge

David Shurtz

Kay Rankin-Swan

Legal Counsel

Staff

Melissa Juarez

John J. Kolhoff
Robert W. Etheridge
Joel R. Arevalo

Isabel Velasquez



FUTURE CREDIT UNION
COMMISSION MEETING DATES

Friday, March 13, 2020
Friday, July 10, 2020

Friday, November 6, 2020

All regular scheduled meetings will begin at 9: 00
a.m. unless notified differently.

If anyone has conflicts with the proposed dates,
please contact Isabel Velasquez at (512) 837-9236.






CREDIT UNION COMMISSION MEETING MINUTES

Draft copies of the minutes for the July 12, 2019 meeting, and the
corresponding follow-up action report, are located under Tab B.

RECOMMENDED ACTION: The Department requests that the
Commission approve the minutes as presented.

RECOMMENDED MOTION: I move that the minutes of the
Commission’s regular meeting of July 12, 2019 be approved as presented.



CREDIT UNION COMMISSION MEETING MINUTES
Credit Union Department Building
914 East Anderson Lane, Austin, Texas
July 12,2019

A. CALL TO ORDER - ASCERTAIN A QUORUM - Chair Allyson “Missy”
Morrow called the meeting to order at 9:01 a.m. in the conference room of the Credit
Union Department Building, Austin, Texas, pursuant tg.,.l:Ck;gpter 551 of the
Government Code, and declared that a quorum was prese'nt‘ Other members present
included, Beckie Stockstill Cobb, Liz Bayless, Yusuf Fam:an, Steven “Steve”

Gilman, Sherri Merket, and Jim Minge. Cornmssmn members Kay Stewart and
Rick Ybarra were absent due to schedule: conﬂlcts Assxstant Attomey General
Melissa Juarez was in attendance to serve as legal counsel. Representmg the
Department staff were John J. Kolhoff, Commlsswner and Robert E. Etheridge,

Deputy Commissioner. Chair Morrow apgomted Isabel ‘Velasquez as Recording
Secretary. The Chair 1nqu1red and the Commlssmner confirmed that the notice of
the meeting was properly ’pﬂsted (July 2 2019 TRD#ZOI 9003909).

X INVITATION F@ PUBLIC INPUT FOR FUTURE
NSIDERA; JON ~Chair Morrow invited public input on matters that

*"-'5?W’ e not scheduled 1tems on the agenda for possible future consideration by

the Ggm_mlssmn. Np public comments were received.

RECEIVE REQUESTS AND MOTIONS FOR EXCUSED ABSENCES

— Chair Morrow inquired if there were any requests or motions to excuse an

K/
L4

absence. Mrs. Cobb moved to excuse Commission Members Kay Stewart and
Rick Ybarra from the Commission meeting on July 12, 2019. Mrs. Merket

seconded the motion, and the motion was unanimously adopted.



B. RECEIVE MINUTES OF PREVIOUS MEETING (March 8, 2019). The
Chair referred the members to the draft minutes of the previous meeting included in
the agenda packet. Mr. Gilman moved for approval of the minutes of March 8, 2019
as presented. Mrs. Merket seconded the motion, and the motion was unanimously

adopted.

C. COMMITTEE REPORT - Commissioner Evaluation Committee.

(a) Discussion, Consideration and Possiblei-_v;;\fééit“}_el to Recommend that
the Credit Union Commission Take Action to AppTové tvl;i;éliGommissioner’s FY
2019 Performance Objectives and Goals. Mrs Cobb Commlsswner Evaluation
Committee Chairwoman, reported on the C@mmnttee s public meetmg Lhald on July
11, 2019. Mrs. Cobb reported that it was the Colttee s determination that the
2019 Performance Objectives and Goals were still approprlate and on behalf of the
Committee, she moved that the Commlsmon re-adopt the current performance
objectives and goals for FY 2020 with arcorrectlonaneted on language dropped in the

objectives to #2 Admlms"l“'f} ,_',on Entered on a motion of a standing committee, a

second was not need “dhand themotlon passed unanimously.

() JE“l"s‘cu sipn oﬁ 1€ beéédil”ff'es to be Utilized in the Commissioner’s
FY zamg Performan :»;,Revnew. Mrs. Cobb briefly highlighted the procedures to

be used ,‘_1part of the Com’mlsswner s performance review. No formal action was

taken by the ommission.

D. PENDING AND ONGOING MATTERS

(a) Final Post-Payment Audit Report. Commissioner Kolhoff reported
that the audit covered the period from December 1, 2016 through November 30,
2017. The Department was found in general compliance with the General

Appropriations Act (GAA). No issues were found with travel and property

10



management records. However, the Department was asked to consider improving
controls over verification of prior state service for new employees, compliance with
procurement and contracting rules, system security access and expenditure
processing. Furthermore, as part of the response the Department initiated policy
changes to ensure future compliance and acted to correct errors when necessary. No

formal action was taken by the Commission.

(b) Department’s FY 2019 Budget aq@l’ﬂﬁmycial Performance.

Commissioner Kolhoff indicated that for the ﬁrst n'i'rie mohth‘si’of FY 2019, total
expenditures totaled $2,838,693, which lS $289 418 below thé TD budgeted

$1,422,216. He reiterated that most bills are not palif;untll 30 days aﬁer the due date
so some of the operating cost belngsggﬂggted are only*fgpgp eight-month period.

After a brief discussion, no formal action wastaken by the Commission.

(c) Discussior
Deputy

remaipy; finanmally and:

‘nd»ConSIderatlomof Current Status of the State Credit
Glssmner Etherldge indicated that Texas credit unions

Union Syste
' erat‘lonally sound as the result of a healthy economy and
] further explalned that, generally, Texas credit unions
continue to b orm well and realize positive loan growth, strong asset quality trends,
satisfactory eéfn pez;formance and stable net worth positions.

Commission Member Gilman suggested it would be helpful for Department
staff to analyze and present to the Commission the potential impact of CECL

implementation on Texas credit unions at a later meeting.
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After a short discussion of some of the key financial trends, no formal action

was taken by the Commission.
E. NEW MATTERS

(a) Discussion, Consideration and Possible Approval of the
Department’s Operating Plan and Budget for Fiscal Year2020 Commissioner
Kolhoff noted that Section 16.003 of the Finance Code g1ves the Commission
exclusive responsibility for approving the Department s annual budget He noted
that in accordance with the budget pollc1es and gmdehnes agproved at the
Commission’s last meeting, staff was presentmg for consxderatlon a proposed FY
2020 budget of $4,485,694 which represents a 5.3 percent increase from the FY 2019
budget. The proposed budget mcludes addmonal furi n

for the associated costs
related to a performance-based ment mtmease program %($102 339), funding to
accomplish the NCU
($10,000), examin
($100,000). Commfssmner Kolhoff further reported on each of the proposed

aptop rollover ($22 000); increase examiner training

trave costs (%20, OOO) and sunset review (every 12 years)

strategic initiati

- A\lﬁer a lengthy diseussnon, Mr Minge moved that the Commission approve
the proposed FY 2020 Operatmg Plan and Budget, with a total budget of
*$4,485,694 andiBQ full ‘tlme employees. Mrs. Cobb seconded the motion, and the
motion was unammously adopted.

*Let the record show that the discussion included the Department not
moving forward with the ACT! database conversion; therefore, the $40,000
associated cost is no longer applicable to the proposed budget and should have
been removed from the monies appropriated through the motion. Therefore,

while the Commission’s motion approved the amount of $4,485,694,

12



Commissioner Kolhoff is amending the operating budget amount to $4,445,694
to remove the $40,000 database conversion costs. The new operating budget

will now represent a 4.3 percent increase from the FY 2019 budget.

(b) Discussion, Consideration, and Possible Action to Approve the for
Publication and Comment the Proposed Amendments to 7 TAC Section 91.101
Concerning Definitions and Interpretations. Commissibhéi‘*Kolhoff indicated
that the purpose of the proposed amendments would define the term “consolidated
CUSOQ?” utilized in Section 91.401 and make grammatical changes. This language
is presented to clearly define the terms involved to both the mdustry and Department
staff. '

Mr. Gilman moved that thel ‘Commission approve for publication and
comment the proposed amendments to- '7‘ TAC Section 91.101 concerning
definitions and mterpretatmns Mrs. Bayles seconded the motion and the motion

was unammously ad@pted

(c ) }?meussnon, @onsnderatlon, and Possible Vote to Take Action on the
Completed Rule Revnew of 7 TAC, Part 6, Chapter 91, Subchapter H (Relating
to Investments) Cormmssxoner Kolhoff indicated that under Section 2001.039,
Govemmen‘ﬁ@gde, requu:es that a state agency review and consider for re-adoption
each rule not la‘ter than the fourth anniversary of the date on which the rule took
effect and every four‘years after that date. Atits July 2016 meeting, the Commission
approved a plan which establishes a date for the required review for each of the
affected rules. In accordance with that plan, staff has reviewed 7 TAC, Part 6,
Chapter 91, Subchapter H (Investments) and believes certain revisions are
appropriate and necessary. Amendments to the noted subchapter are being

separately presented for proposal.
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Mrs. Merket moved that the Commission find that the reasons for adopting
the rules in Subchapter H (Investments) continue to exist and that, subject to the
separately proposed amendments, the Commission readopt the rules in this
subchapter. Mrs. Cobb seconded the motion and the motion was unanimously

adopted.

(d) Discussion, Consideration, and Possible Acti"oh to Approve the for
Publication and Comment the Proposed Amendments to: 7 TAC Section 91.801
Kolhoff noted that the proposed amendment )_\‘tould authonze mvesﬁpgnts in certain
CUSOs to the extent they are providing property management setvices. The
language is presented to clearly document state credit union authority to invest in

CUSO:s providing property management services.

Mr. Minge moved that the Commlssmn approve for publication and comment
the proposed amendments fo 7 TAC Seetlon 91.801 concerning investments in
credit union service ongamzatlons Mrs Bayles seconded the motion and the motion

was unan_lmq__g;g;x?gg_opted.

“( ) . Discussion,, Consnderatlon, and Possible Action to Approve the for
Publlcatlonxand Comment the Proposed Amendments to 7 TAC Section 91.803
Concerning Investment Limits and Prohibitions. Commissioner Kolhoff
explained that the proposed amendment would clarify that the limits in Section
91.803 apply to loan participation investments and differ from the member loan
participation lending limits found in Section 91.711 and in the Texas Finance Code,
Title 3, Subtitle D, Section 124.003.
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Mrs. Merket moved that the Commission approve for publication and
comment the proposed amendments to 7 TAC Section 91.803 concerning
investment limits and prohibitions. Mr. Gilman seconded the motion and the motion

was unanimously adopted.

(f) Discussion, Consideration, and Possible Vote to Take Action on the
Completed Rule Review of 7 TAC, Part 6, Chapter 91, Sﬁiichapter I (Relating
to Reserves and Dividends). Commissioner Kolhoff i‘ndicgted that under Section
2001.039, Government Code, requires that a state agency review and consider for
re-adoption each rule not later than the fouxjtl; ddhiversary of the dﬁte\gn which the
rule took effect and every four years after that..rda;e. At its July 201‘6'j§ﬁ?1"eeting, the
Commission approved a plan which establisheé: a date for the required review for
each of the affected rules. In accordance with that plan, staff has reviewed 7 TAC,
Part 6, Chapter 91, Subchapter I (Reserves and Dnvndends) and believes certain
revisions are approprlate and necessary. A.mendments to the noted subchapter are

being separately presented for proposal.

the mLe_s in Subchap‘terl (Rese;'ves and DlVldends) continue to exist and that subject
to the segg,;jgtely proposed amendments, the Commission readopt the rules in this
subchapterﬁ\il&fgl_r‘. Gilman seconded the motion and the motion was unanimously

adopted.

(g) Discussion, Consideration, and Possible Action to Approve the for
Publication and Comment the Proposed Amendments to 7 TAC Section 91.901
Concerning Reserve Requirements. Commissioner Kolhoff noted that the
proposed amendment would match deadlines for waiver applications contained in

NCUA 12 C.F.R. Part 702.201 relating to Prompt Corrective Action (PCA)
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requirements for waiver applications. The language is presented to ensure deadline

uniformity between the state and federal regulatory agencies in a waiver process.

Mrs. Merket moved that the Commission approve for publication and
comment the proposed amendments to 7 TAC Section 91.901 concerning reserve
requirements. Mrs. Cobb seconded the motion and the motion was unanimously

adopted.

(h) Discussion, Consideration, and Pogsi__bléActidi*tiéig.@pprove the for
Publication and Comment the Proposed Amendments to7 TA(f'Section 91.1003
Concerning Mergers/Consolidations. Cossnoner Kolhoff mdlcated that the
proposed amendments would reference the Hart Scott Rodino Act (HSRA)

requirements of proposed mergers mstead‘_vof repeatlng spemﬁc thresholds within the

HSRA that change over time. The language 18 presented to refer institutions directly
to the federal HSRA language and its specrﬁc requn:ements and thresholds instead
of duplicating all or part 0 .he federal prov1310n within the state rule. Currently the

rule refers to an outdated dollar threshold for measurement of HSRA applicability.

This amendment:\lmproves_theﬁurrent rule, which currently does not refer to all the

tests used to dete ‘ "'f‘;f;.,applles to a merger transaction.

Mr ; nge moved f;hat the Commission approve for publication and comment
the proposed' _ﬁamendments to 7 TAC Section 91.1003 concerning
mergers/consohdatlons Mrs. Bayless seconded the motion and the motion was

unanimously adopted.

(i) Legislative Issues and Activities to the 86" Regular Session (2019)
that may Impac't the Department. Commissioner Kolhoff expressed that very

little of the legislation that was enacted this session dealt directly with the
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Department or the industry. He indicated there were some issues that would affect
our agency especially SDSI agencies that would require approvals and reviews by
other agencies if we were going to build a new building. Mr. Kolhoff indicated he
has been keeping his focus on the sunset review and some of the other agencies that
were going through the process. In addition, Mr. Kolhoff reported that he has been
in constant contact with the League and the Coalition and their staff on many of the

different issues.
After a brief discussion, no formal action was taken by the:Commission.
(i) Resolution of Appreciation for Retmng Fleld Supervns,or Cary L.

Cabe. Commissioner Kolhoff noted that Mr. Cabe wﬂl be retiring on September
30, 2019 after a long and dlstmgulshgg career with the @epartment.

After a short dlSCllSSlOl’l Mr. Gllnaa moved that the Commission adopt the
Resolution acknowledgmg Cary L. Cabe s retirement and that a copy of the
resolution be given to him as a token of q;;r appreciation for his many years of
service to Texas credit unions. Mr. Farran seconded the motion and the motion was
unanig%;?ﬁsly addpt'ed’. -

(k) TStatus of tﬁg V;Department’s Sunset Review. Commissioner Kolhoff
reported that -';"thea.stunse‘t Commission provided us with the self-evaluation
questionnaire on 1\;I..a-y‘ 9 We have begun preparing our response which is due to the
Sunset Commission by September 1. On June 3 Deputy Commissioner Robert
Etheridge and Director of Information and Technology Joel Arevalo attended an

orientation.

After a short discussion, no formal action was taken by the Commission.

17



() Cybernance Request to Commission Study. Commissioner Kolhoff
reported that this was the result of Cybernance reaching out through a Commission
member. Cybernance is an Austin startup that is seeking to collect cybersecurity
related risk profile assessments of Texas credit unions and consolidate that data with
the intent of reviewing the level of aggregate risk statewide and providing peer
assessments to institutions on how they perform relative to similar institutions.
According to Cybernance staffers the Texas Bankers A:sfsdéiéﬁon has initiated a
similar study for Texas banks and they wanted to talk t@%ﬁé&@gpartment about doing

the same for the Texas credit unions.

After a brief discussion, no formal action was taken by the Commission

Commission, Chairwoman Morrow adJourhed the meetmg at 10 21 am.

Allyson “Mlssy Morrow " Ivsabel Velasquez
Chalrman ' Recording Secretary

Dlstrlbutlon

Legislative Re‘fenence lerary
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FOLLOW-UP ACTION REPORT

CREDIT UNION COMMISSION MEETINGS

MINUTES DATE AND
REFERENCE/TOPIC

FOLLOW-UP
ACTION REQUIRED

STATUS
(As of 10-14-19)

July 12,2019

7 TAC Section 91.101
Definitions and Interpretations

7 TAC, Part 6, Chapter 91,
Subchapter H - Investments
91.802, 91.804, 91.805,

and 91.808

7 TAC Section 91.801
Investments in Credit Union Service
Organizations

7 TAC Section 91.803
Investment Limits and Prohibitions

7 TAC, Part 6, Chapter 91
Subchapter I - Reserves and Dividends
91.902

7 TAC Section 91.901
Reserve Requirements

7 TAC Section 91.1003
Mergers/Consolidations

Published in Texas Register with a 31 day
comment period.

Published in Texas Register as readopted
rules.

Published in Texas Register with a 31 day
comment period.

Published in Texas Register with a 31 day
comment period.

Published in Texas Register as readopted
rule.

Published in Texas Register with a 31 day
comment period.

Published in Texas Register with a 31 day
comment period.

Published in Texas Register on 07/26/19

Published in Texas Register on 07/26/19

Published in Zexas Register on 07/26/19

Published in Texas Register on 07/26/19

Published in Texas Register on 07/26/19

Published in Texas Register on 07/26/19

Published in Texas Register on 07/26/19
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COMMITTEE REPORT

The Commissioner Evaluation Committee will report on its activities and
the proposed evaluation will be discussed in Executive Session.

RECOMMENDED ACTION: The Department requests that the
Commission accept the Committee report as presented.
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COMMISSIONER EVALUATION COMMITTEE REPORT

The Commissioner Evaluation Committee is a standing committee of the
Commission. = The Committee will report on their activities and
recommendations to the Commission.

() Approve the Commissioner’s FY 2019 Performance Review and FY
2020 Remuneration.

RECOMMENDED ACTION: The Department requests . that the
Commission accept the Committee’s report as presented.
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Performance Review
Texas Credit Union Commissioner
Instructions

The Commissioner review is a management-by-objectives program. The overall objective of this program
is to align organizational goals and objectives with performance review and compensation.

Part I - Board Assessment -

The Commission’s Assessment is designed primarily to provide feedback to the Commissioner from each
Commission member about his/her perception of the Commissioner’s effectiveness.

Part I is totally subjective. As such, the weight assigned to this part of the review should not exceed 25%
of the total review.

Each Commission member is asked to complete the Assessment Form annually and return it to the
Chairman of the evaluation committee approximately one month prior to the scheduled review with the
Commissioner. Data from each Commission member is compiled onto one form and shared with the
Commissioner during the review.

Part II - Performance Objectives

The performance objectives section is a critical part of the Commissioner’s performance review.
Performance objectives are developed from the Department’s strategic business plan and the plan year
budget. These objectives are measurable/observable indicators that bridge the philosophy of the Texas
Credit Union Department with measurable results.

Goals set for the objectives should be achievable. The best way to set goals is to look at absolute and
relative measures. An absolute measure would be one in which the goal is established based on the
Department’s actual results. For example; if the goal is to have all state chartered credit unions examined
within 18 months of the effective date of the last exam, and the result of that goal is usually 95%, a
relative goal would be to have 100% of all credit unions examined within an 18 month period.

Part II is objective, in that achievement of results is verifiable, preferably measurable. This section of the
review should be assigned the most weight.

Part III - Special Projects

The Special Projects section incorporates key, non-measurable strategies from the Department’s strategic
plan and annual operating plan & budget. Major projects and plans would be indicative of special project
goals.

Individual Commission members are to evaluate results for each of the key strategies and submit their
evaluations to the Chairman of the evaluation committee. The Commissioner will provide Commission

members with periodic updates regarding progress on each of the strategies throughout the plan
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