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Agency Mission

To ensure Texas has a safe, sound and competitive financial

services system.

Agency Philosophy

Adhere to the highest ethical and professional standards

Be statutorily accountable and responsible

Anticipate and respond to a dynamic environment

Identify and promote innovative practices

Operate efficiently

Communicate effectively

Foster teamwork while encouraging individual excellence and
career development

Provide a desirable work environment that values cultural and
individual differences

Seek input from and be responsive to the public, our supervised

entities, and State leadership.



58| BROKEN

Contents

Message from the
Commissioner

2013 - Look Back

Corporate Division

Bank & Trust Division

Texas State-Chartered Bank Statistics

Banker Survey Results

Special Audits

Financial Report

Organizational Chart. ... .o i 23

State Banks -
Financial Information

Newest State Banks, Private Child Support
Enforcement Agencies and Money Services
Businesses

Largest State Banks and
Trust Companies







s










@

sfer

S
rn
Q¢
=

FIRST BANK & TRUST




TEXAS




lcome to

-We

e
=
o
E
; =
©
Q.
)
o
)
©
0
-

Application Filing System




R

SO

S

IPE

02
LS

SINCE 19
E BANK

T

5 A

&

NCE OF

COMFERE



Service
Corporation
International

s
AL-Ci

xas!




PO Box 8
Menard, Texas 76859
y mnssza




Corporate Division

he mission of the Corporate Division is to over time as well. The volume of branch related

process filings and main- filings processed peaked in
tain official corporate records 2007 falling to less than a
for the Department in a quarter of the 2007 height in
timely, effective and accurate 2012. In addition, chartering
manner, while ensuring statu- activity dropped precipitously
tory requirements are met. following the onset of the
Great Recession of 2008-2009.
On the other hand, the volume
of bank conversion and merger
tilings has been in an uptrend
since the lows reached in 2010
following the Great Recession.
Additionally, the volume of
MSB applications has climbed
steadily since 2009 as the U.S.
paymen:s systems evolve and
the participants involved
continue to change.

Over the past ten years, the
Corporate’s responsibilities
have expanded beyond
prccessing filings for just
bank and trust related enti-
ties. The Corporate’s respon-
sibilities now include process-
ing filings for banks, trust
ccmpanies, MSBs, private
child support enforcement
agencies, check verification
ertities and cemetery brokers.
Corporate processed a total of
336 filings in 2013 of which
aprroximately 72% were bank
and trust related filings.

The types of filings processed
by Corporate are evolving




Bank & Trust Division

The Bank and Trust Division is entrusted with ensur-
ing the safety and soundness of the banks, trust
companies and foreign bank offices chartered by the
agency to conduct business in Texas and other states.
The Division fulfills this important directive primarily
through on-site examination.

Overall, the Texas banking industry fared very well in
what many are now calling the Great Recession. The
downturn in the Texas economy, which began in 2008,
placed extreme stresses on many borrowers across the
state, which during more prosperous economic times,
may have been able to repay their loans according to
the original terms. However, marginal credit under-
writing could not withstand the pressures of falling
sales and depressed real estate values. The result was
an increase in troubled assets that in some institutions
was overwhelming to the point that the institution
became a problem bank . Across the state, problem
banks increased from twelve in early 2008 to 58 in 2010,
placing pressure on bank management and the agency’s
examination staff. Since the peak in 2010, however,
gradual improvement in the Texas economy and dili-
gent work by the industry have resulted in greatly
improved bank financials. Problem banks, which now
total 15, are almost reduced to pre-crisis levels.
However, the Texas banking industry remains chal-
lenged by thin margins associated with historically low
interest rates, a lack of quality loan demand, manage-
ment succession concerns, and an ever-increasing
federal regulatory burden.

Texas trust companies and bank trust departments have
also been challenged by low fixed-income investment
returns on trust funds, new funds coming into the
industry and a highly competitive environment. The
industry, however, has benefited from greatly
improved equity capital markets and a resulting
increase in fee income. Trust administration continues

to demonstrate high professional expertise and overall
effective management.

To effectively evaluate the diverse and often complex
financial institutions under its directive, the Bank and
Trust Division employs many specialists in areas such
as trust, information technology, capital markets, and
Bank Secrecy Act compliance to name a few.

The dedicated individuals of the Division stand ready
to address the challenges created by new products,
services and changes in technology brought about by
an evolving financial services sector.

- Oversight and Supervision of:
- Commercial State-Chartered Banks |

- 116 Full-time employees
3 Part-time employees
. clendaryearais

15



Number of State Banks in Texas

Texas State-Chartered

Year # - 350 T
[ ] L ] s i |
Bank Statistics s 95 £ g
2005 324 S ]
2006 322 2501
2007 330 E ]
2008 327 A 200
2009 318 = ]
2010 314 & ™
2011 302 S 4]
2012 293 g :
) 2013 283 E 50
Assets Held by State Banks in Texas 7 1
0;
Year Billi S s EEE:: ¢
ear 111ions | g g g S g g 8 8 8 g
2004 $ 69.1 Z 200.00]
2005 $ 767 = |
2006 $ 839 B oo oo
2007 $154.3 o ]
2008 $164.7 = 1
2009 $1630 g 100.09
2010 $1628 = ]
2011 $1704 & 50 g9
2012 $205.6 & 1

2013 $216.6
0. 004
s 28 8 8 8 &8 2 - ¢ 2
& & & &§ &§ &§ & 8 & 7
Texas State-Chartered Banks
Net Income

Year  Millions 2500
2004  $801 2

S 2000
2005 $952 =
2006  $947 2 |

#1500
2007  $1,786 =
2008  $1,086 E Jb6
2009 $1,083 e

=
2010  $1,282 =
2011 $1,570 2
2012 $1,944 i = & &
2013 $2,205 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Texas State-Chartered Banks
Annual Return on Assets

Year Percent
2004 1.2%
2005 13%
2006 1.2%
2007 12%
2008 0.7%
2009 0.7%
2010 0.8%
2011 1.0%
2012 1.0%
2013 1.1%

% Return on Assets




Texas State-Chartered Banks

Net Interest Margin
Year  Percent
2004 42%
2005 42% @&
2006 40%
2007 40% &
2008 36% =
2000 35% £
2010 37% =
2011 3.6% g
2012 33% 7
=t wn w0 ~ @0 {2 o -~ N (3]
2013 3.3% 2 88 8 88 3 35 5 &
o o~ o~N o~ o~ ~N N N N N

Texas State-Chartered Banks
Annual Percent of Total and Net Charge-offs

1.4

T N ]
Total Net 1'2: \R
c/0  Cl0 . 1] N
2004  34% 27% § ]
2005 33% 27% = 0.8
2006 24% 19% B
2007 31% 24% = 0.6
2008 64% 61% © &y
2009 133% 123% & ]
2010 1.09% 97% 0. 21 S
2011 9%  .63% ]
2012 44%  31% 0 . .
2013 31%  .18% 3 88588 2 ¢ ¢ ¢
o~ o o~ o~ o~ o~ o~ o o o~

Texas State-Chartered Banks
Delinquency Rates - Total Loans

Includes Nonaccrual Loans

Year Percent 47
2004 1.65% 3. 5
2005 1.64% 1
2006 1.46% 3
2007 163% 3 , o
2008 282% 2 1
2000 384% % 2
Wi ssm o
2011 315% S ]
2012 217% 14
2013 1.65% 0.5

6.3

<t W W I~ O O
o o o o o o
e S gy ey O D
N &N &N N &N N

2010
2011
2012
2013



As part of the ongoing effort to improve on-site questions covering three areas: the examination

examinations and the examination report process, process, examination reports, and the examination
the banking commissioner solicits input regarding the scope and correspondence.
supervision provided by the Department through a
survey to banks and trust companies. The survey’s For fiscal year 2013, 282 surveys were mailed and
goal is to help target areas for improvement and to 196 responses were received for a 69.5% response
identify those parts of the existing examination ratio. Overall, the responses complimented the exam-
process that work well. Surveys are mailed to each ining staff’s professionalism and knowledge. Positive
bank or trust company within 30 to 45 days after the responses exceeded 88% in all categories.

completion of an examination. The survey contains 19

COMMISSIONER'S BANKING EXAMINATION SURVEY RESULTS

COMPARISON 2012 to 2013
196 Responses or 69.5% Response Rate - 2013
191 Responses or 71.8% Response Rate - 2012
CONSOLIDATED ALL REGIONS, TRUST & IT

# of Strongly Strongly No

1. EXAMINATION PROCESS Responses  Year Agree  Agree Disagree Disagree Yes  Opinion
1. The examiners clearly communicated the examination 196 2013 70% 29% |
scope and goals to management prior to the start of the
examination. 191 2012 74% 26%
2. The examiners requests for information prior to and 196 2013 65% 33%
during the examination were timely and reasonable. 191 2012 74% 25%
3. The examination team acted in a professional and 196 2013 84% 16%
courteous manner during the examination. 191 2012 88% 12%
4. The examiners communicated with management 196 2013 76% 24%
throughout the examination. 191 2012 78% 21%
5. The examiners are informed of current industry issues 196 2013 58% 38%
and were knowledgeable of your bank. 191 2012 66%
6. In what areas, if any, do you feel the examiners need 196 2013
additional training or education? Attach additional paper if

18



7. The examiners remain focused on the key issues
confronting your institution.

8. The examiners clearly and effectively communicated
their findings and concerns at the exit and board
meetings.

9. Conclusions regarding the bank’s condition were well
supported.

10. Recommendations for corrective actions were
reasonable.

11. Did any events or comments take place during the
examination that you felt were surprising, unfair,
unreasonable or not in conformance with exam policy?

1. EXAMINATION REPORTS
1. The examination report was received in a timely
fashion.

2. The report of examination clearly communicates the
examination findings and provides useful information.

3. The tone and content of the report of examination is
consistent with the board and/or exit meetings.

No
Opinion

8%
7%

9%

3%

. EXAMINATION SCOPE AND CORRESPONDENCE Responses

1. The examination was conducted without placing an
undue burden on the institution.

2. The on-site portion of the examination was completed
in a reasonable timeframe.

3. The use of pre-examination time through gathering
documents and working off-site worked well and saved
the bank time.

4. The Regional Office and Headquarters staff were
readily accessible and helpful to discuss exam findings.

#of Strongly No/ Strongly
Responses  Year Agree  Agree Disagree Disagree Yes
196 2013 61% 38%
191 2012 68% 30%
196 2013 72% 26%
191 2012 75% 24%
196 2013 66% 32%
191 2012 68% 31%
196 2013 52% 38% 2%
191 2012 62% 30% 1%
196 2013 88% 3%
191 2012 96% 1%
NO YES
# of Strongly Strongly
Responses  Year Agree  Agree Disagree Disagree Yes
196 2013 65% 31% 3%
191 2012 72% 25% 1%
196 2013 67% 30% 1%
191 2012 1% 26% 1%
196 2013 73% 24% 1%
191 2012 73% 23% 2%
# of Strongly Strongly
Year Agree Agree Disagree Disagree Yes
196 2013 48% 49% 2%
191 2012 61% 37% 1%
196 2013 62% 36%
191 2012 73% 25%
196 2013 59% 39%
191 2012 73% 26%
196 2013 61% 33%
191 2012 67% 24%

No
Opinion
1%
2%

2%
2%

2%
2%

No
Opinion

6%
9%
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The industries regulated by the Special Audits
Division continue to evolve as the economy,
expanding regulations, and technological advances
impact business models and strategies.

For the MSB industry, 2013 brought forth the rise in
popularity of virtual or digital currencies. Traditional
brick and mortar MSBs have given way to entities that
can provide consumers the ability to conduct transac-
tions online, maintain mobile wallets and/or mobile
payment systems through the use of smartphones, and
prepaid access card products. As new MSB products
and methods of conducting commerce are introduced,

SPECIAL
AUDITS

the Department must analyze and understand each
unique product to determine if licensure is required
under Chapter 151 of the Texas Finance Code.

The death care industry have been impacted by the
impact of the low interest rate environment on trust-
funded funeral contracts, shifting revenues from tradi-
tional funeral services to cremation, and the impact of
the Texas drought on cemetery maintenance. The
industry experienced an increase in mergers and
consolidations in order to maintain profitability.
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Perpetual Care Cemeteries

&
Year Millions 300 - 250 Year Licensees
2004 $179.2 - 2004 239
2005 $188.2 g 200 2005 240
2006 $1953 = j : 2 2006 242
2007 $2106 = 200 5o £ 2007 243
2008 $2221 ¢ ] = 2008 243
2009 $2333 p O S 2009 244
2010 $2416  § : 100 2 2010 244
2011 $2430 < 100 E 2011 243
2012 $274.8 = e & W2 243
2013 $279.7 & 50- ; 2013 243
0-f ' ' ' ' ' -0
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Money Services Business Trends
| @
Year Millions 100 ’.‘t ;i—fﬂo Year Licensees
2004 $403 2 % f:"*‘t % “Ti20 2004 71
2005 $39.0 & 80 T i\ * 2005 64
2006 $665 Z 70 T \é——% 108, 2006 130
2007 $736 % o 18 L2 2007 128
2008 $750 £ . 1el / 0% 2008 124
2009 $701 3 40j1:¥/ g0 2009 129
2010 $705 % : S 2010 133
2011 $81.0 z 307 405 2011 130
2012 $900 20 E 2012 135
2013 $961 = 4] 202 2013 137
£ o 0
= T 0 © N~ ©® ® O = N ®
(=} (=] o (=] [~} o . - ot -
&8 &8 & R &8 8 8 8 8 R”
Prepaid Funeral Contracts
|
] % % Contracts
Year Millions & €ar (Thousands)
2004 $25676 = W04 =k
2005 $2,7250 3 i
2006 $2813.0 < it B
2007 $28934 £ ;ggg g;g
2008 $30152 2
2009 $29303 & N
2010 $30763 i 22:5
2011 $3,1019 g b S5
2012 $34266 %
2013 $33340 < s e

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

Number of Licensees 421 424 421 415 412 410 403 396 395 387
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DEPARTMENT

Financial Information

UNAUDITED

TEXAS DEPARTMENT OF BANKING (451)

For the Fiscal Year Ended August 31, 2013

EXPENDITURES:
Salaries and Wages
Payroll Related Costs
Professional Fees and Services
Travel
Materials and Supplies
Communications and Utilities
Repairs and Maintenance
Rentals and Leases
Printing and Reproduction
Other Expenditures
Capital Outlay

Total Expenditures

2013 Collected Revenues

PFC Licensees
3%

Trust Companies
3%

Corp. Activity
1%

Money Services
Licensees
4%

PCC Licensees
3%

Federal Revenue and
Other
<1%

86%

Governmental
Funds
Total

15,677,780.61
3,631,938.80
87,750.48
1,920,579.81
304,364.13
302,420.01
89,581.27
289,040.10
7,608.41
477,477.84
11,247.16
$22,799,788.62

2013 Expenses

Utilities

Benefits 1%

16%

Other Operating
6%

Travel

Salaries 9%

o9 Capital

Outlay
<1%
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Statement of Financial Condition
State-Chartered Banks in Texas

(in millions)

NUMBER OF INSTITUTIONS
ASSETS
Interest Bearing Balances
Federal Funds Sold
Trading Accounts
Securities
Total Loans
Less: Allowance for Loan Losses
Premises and Fixed Assets

Other Assets

Total Assets

LIABILITIES AND CAPITAL

Total Deposits

Federal Funds Purchased & Repos
Trading Liabilities

Other Borrowed Funds

All Other Liabilities

Equity Capital

Total Liabilities and Equity Capital

RATIOS

Yield on Earning Assets

Net Interest Margin

Return on Assets

Net Charge-offs to Loans
Assets Per Employee ($million)
Loss Allowance to Loans
Equity Capital to Assets

Total Risk-Based Capital Ratio

24

B

Dec. 2013

283

$ 17,023
991

362

56,838
122,867
(1,602)
209
16,496

$216,554

$ 181,010
3397

104

4,552
3,706
23,785

R B

$216,554

3.61%
3.30%
1.06%
0.19%
5.16
1.30%
10.98%
14.62%

Dec. 2012 Dec. 2011 Dec. 2010
293 302 314

$ 15,138 $ 10,299 8 829y
1,404 1,492 1 052

644 1,176 479

55,809 43,365 38,750
115,115 99,778 99,896
(1,637) (1,650) (1,903)
3,346 2.901 2,889
134 13,029 12,527
R A S REEE e ]
$205,610 $170,390 $162,587
$ 169,154 $ 138,510 $ 129,396
3,486 2,381 3,291

475 407 405

5,748 5.355 8,108
4283 4,041 3573

22 464 19,196 17,808
$205,610 $170,390 $162,587
3.65% 4.19% 4 .48%
3.26% 3.58% 3.67%
1.00% 0.97% 0.79%
0.32% 0.65% 0.97%
517 477 4.50

1.42% 1.65% 191%
10.92% 11.27% 10.94%
14.70% 15.50% 15.19%



INTEREST INCOME

Loans

Lease Receivables

Due From Depository Institutions
Securities

Trading Assets

Federal Funds Sold

Total Interest In(f(i)m; e
INTEREST EXPENSE

Deposits

Federal Funds Purchased
Borrowings
Subordinated Notes

Total Interest Expense

Net Interest Income
Provision for Loan Loss

INONINTEREST INCOME
Service Charges on Deposit Accets.
Other Noninterzst Income

Total Noninterest Income

NONINTEREST EXPENSE

Salaries and Benefits
Premises and Equipment
All Other Noninterest Ex

Total Noninterest Expense

Pre-Tax Net Operating Income
Securities Gains/{Losses
Applicable Income Taxes
Extraardinary Gains - Net

NET INCOME

(in thousands)

Dec. 2013

$ 5,523,328
46,301
50,046

1,197,888
2,502
3 544

452215
38,308
54,121
41 141

585786

6,237,823
233,551

682,407

3,402,625
757,931

1904
6065502

2826913
53,776
(674 474)
73

B 2 205 736 I
2,888 143

Dec. 2012

$5.,118,202
40,193
45413
1,226,668
3,349

3 901

526,977
46,117
69,158

44424
686 676

5,751,050
256,865

665,611
1 493 078

2 158 689

2,851,755
679,004
1 733 070

75263829

2,389,045
139,078
(580,761)
(1,658)

T 6437726

Statement of Income
State-Chartered Banks in Texas

Dec. 2011

$ 4,893,047
39,276
43,102

1,153,216
12,665
6 769

76,148,075

703,064
54,245
92,419

5.256,370
459,468

614,859

2203537

2022777
681,202
l 637 185

T5041,164

1959275
74,837
(473,233)
4,120

s 41 977 AT iy
891,705

1588678

Dec. 2010

$5216352
59,465
48,872
1,213,095
1,704

6 148

6,545 636

951,857
63,136
128,177
39 306

1,182,476

5,363,160
1,006,544

652,920
1 550 699

2,203 619

2,672,279
690 485
1 690 451

5 053,215

1,507,020
113,820
(354,754)
17,663
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Financial Information on
State-Chartered Banks

in Texas
By: Size, Number, and Total Assets

Size: $0 to $50 Million
41 Banks
Total Assets: $1.4 Billion

Breakdown by Asset Size

Size: $50 to $100 Million
43 Banks
Total Assets: $3.0 Billion

Size: $100 to $250 Million
90 Banks
Total Assets: $13.5 Billion

\Size: $250 to $500 Million
55 Banks

Total Assets: $19.6 Billion

Size: $500 to $1 Billion
27 Banks
Total Assets: $18.1 Billion

Size: > $1 Billion
27 Banks
Total Assets: $161.0 Billion

Information as of December 2013 obtained from the FDIC database
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Newest State Banks, Private Child Support Enforcement
Agencies, and Money Services Businesses

State Bank Conversions Money Services Businesses
First Bank & Trust, Seymour Roberto Escalante, Laredo
May 2013 February 2013
First Bank, Whitney Associated Foreign Exchange, Inc., Encino, CA
June 2013 March 2013
Vantage Bank Texas, San Antonio Plastic & Paper Investments, LLC, Houston
August 2013 April 2013
Ciera Bank, Graham World First USA, Inc., Arlington, VA
December 2013 May 2013

Texas Community Bank, Laredo
December 2013

PayNearMe MT, Inc., Sunnyvale, CA
May 2013

SharePlus Bank, Plano Comdata TN, Inc., Brentwood, TN

December 2013 June 2013

Menard Banks & - Nationwide Biweekly Administration, Inc., Xenia, OH
December 2013 . June 2013

E&F Enterprises, LLC, El Paso
August 2013

Visa Digital Services, Inc., Foster City, CA
September 2013

Hashi Money Wiring, LLC, SeaTac, WA
October 2013

Transfermate, Inc., Chicago, IL
_ October 2013

tuit Payments Inc., Mountain View, CA
tober 2013

Private Child Support
Enforcement Agency

The Theothos Corporation, Austin

ent Services, Inc., Newark, NJ
November 2013 14

ow Services, Inc., Rancho San
13 '



~ Top 20 Largest
Texas State Chartered Banks

December 2013

Bank N ame/‘Ci‘t’y

Comerica Bank, Dallas
Frost Bank, San Antonio

Prosperxty Bank, E1 Campo

onal Bank of Commerce, Laredo :

, _Mpital Bank, Dallas

Southgiid’e Bank, Tyler
Happy State Bank, Happy .
TIB The Independent BankersBank

ependent Bank, McKmney '
Clty Bdnk Lubbock
Amerlcan Bank of Texas, Sherman
Texas Bank & Trust Compény, Longy,
Legacy Bank of Texas, Pl 0
United Central Bank, Gaf:lﬁnd
First State Bank Central Texas, Austin
Southwest Bank, Port Worth
Patriot Bank, Houston
North?Dallas Bank & Trust Co., Dallas
Texas Community Bank, Laredo

Jefferson Bank, San Antonio

Total Assets (thousands)

Total

Percentage of Total Texas State-Chartered Banking Assets

$65,201,888
$24,372,376
$18,638,685
$9,829,860
$8,383,561
$3,438,848

$2,445872

$2,184,373
$2,162,074
$2,158,336
$2,082,318
$1,906,390
$1,814,370
$1,421,082
$1,313,153
- $1,295,797
$1,273,644

| $1217,670
L $1.211,652

$1,184,519

$153,536,468

70.9 %




\ Top 10 Largest
’iemg State CharteredTrusng am

December 2013

Trust Company Name/City Total Assets (thousands)
Hand Benefits & Trust Company, Houston $16,125,253
The Houston Trust Company, Houston $ 4,420,271
Westwood Trust, Dallas $ 3,432,586
Austin Trust Company, Austin 2,678,483
Sentinel Trust Company, L.B.A., Houston $ 2,570,597
Kanaly Trust Company, Houston $ 2,127,769
Turtle Creek Trust Company, Dallas y 1,691,449
The Trust Company, San Antonio $ 1,685,698
Woodway Financial Advisors, Houston $ 1,530,993

Salient Trust Co., LTA, Houston $ 1,208,479

Total $37,948,797

96.1%




Closed Account Notification System (CANS)

Transaction Count (March 1, 2008 to December 31, 2013)

Submitted
Texas State-chartered Banks 2,673
Texas State-chartered Savings Banks 114
Federal Savings Institutions 301
State Credit Unions 2,158
Federal Credit Unions 2,197
National Banks 1,273
Out of State State-chartered Banks 3
Out of State National Banks 101

T 8820
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