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• Jeanette Abbott • Scott Adair • Benson Adediji • Adrian Allen • Brian Allen
• Kathy Allen • Zach Anderson • Melissa Andrade • Jennifer Applewhite • Kelly Atkinson
• Brandie Bailey • Brooks Bailey • Donna Balke • Kimberly Beasley • Kathy Beeman
• Felicia Benavides • Bill Berglund • Pamela Beverly • Craig Bishop • Kimberly Boles
• Paul Bonham • Roark Bradley • Gwendolyn Brannon • Cecelia Brooks • Yvonne Brooks
• Jim Brown • Marcy Browning • Cain Bryant • Tiffany Brzycki • Nicole Buchorn
• Tony Budet • Bambi Bunce • Ashley Burwell • Maggie Butler • Janice Calzada
• Marisol Cantu • Nikki Carroll • Cathy Castro • Teresa Chapa • Dino Cisneros
• Terry Cockerham • Linda Coleman • Tamika Collier • Jason Collins • Chris Conley
• Dru Cook • Catherine Corron • Courtney Crawford • Joyce Crouser • Sylvia Cruz
• Josephine Davidson • Bruce Davis • Malinda De La Rosa • Christeen De Leon • Debbie Del Rio
• Lisa Deshay • Mindy Diaz • Pat Dispensa • Chuck Dougherty • Juan Echartea
• Curly Echelmeyer • Evelyn Edmondson • Heather Edwards • Pamela Enderby • Cynthia Escobedo
• Jennifer Estrada • Tammy Everhart • Kay Fisher-Irwin • Ginetra Foreman • Nita Franks
• Jo Freeman • Jason Furr • Yvonne Gamez-Case • Mike Gandy • Leticia Garza
• Regina Garza • Sandy Gaskamp • Alicia Gentzel • Shaun Gerrard • June Gillingham
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• Johanna Hall • Gary Hamilton • Lyanna Han • Linda Hawkins • Amy Herboek
• Louis Hernandez • Holly Herrin • Jake Hillyer • Michael Hintz • Scott Hoffman
• Peter Hogan • Stephanie Holland • Denise Homesley • Jane Huang • Kevin Hute
• Diana Isham • Daphne James • Janice Jennings • Rose Johnson • Amy Kaderka
• Darrell Kalina • Evelyn Kerr • Edwina Kizzee • Joyce Klockgether • Sujani Koduru
• Adam Kopplin • Steve Kubala • James Landry • Glenda Lane • Pam Langford
• Harris Latchman • Pam Law • Marilyn Leuty • David Lipchak • Rosalinda Lopez
• Lora Louviere • Leann Lovelady • Carmen Lugo • Rebecca Luis • Nancy Mach
• Nina Mahan • Maria Martinez • Regina Martinez • Veronica Maxey • Alyssa McCloud
• Vince McConnell • Kathryn McCoy • Jason McGee • Nicole McKamie • Amy McRae
• Michelle Mexquitic • Raechele Milam • Tami Miller • Lisa Mitchell • Cheryle Mobley
• Erica Montes • Yolanda Moore • Pam Morgan • Lacey Morris • Kathleen Munchow
• Monica Munoz • James Nastars • Lisa Newman • Shirley Normand • Beth O’Banan
• David O’Hara • Tracy Olson • Brian Ortiz • Kim Otnes • Sherri Owens
• Dora Papile • Erci Paredes • Carrie Parker • Linda Payn • Donette Peevey
• Steve Perez • Christine Petersen • Amber Phommavong• Scott Ray • Tammy Ray
• Rose Reames • Tanya Remore • Ilene Reyes • Irene Reyes • Darra Rightmer
• Rachel Roberson • Wanda Roberson • Gina Roberts • Kendra Robertson • ChaCha Rodriguez
• Laurieann Rodriguez • Raquel Rodriguez • Yolanda Roquemore • Annie Rosales • Tony Rosas
• Patricia Ross • Cynthia Salazar • Penny Samford • Christina Schutz • Rick Senn
• Tasha Shackles • Brad Shoff • Lana Shryack • Janice Shuler • Micah Simmons
• Jason Simoneaux • Courtney Simpson • Ellen Simpson • Erik Skapple • Karri Sliwa
• Jenny Smart • Andrea Smith • Marla Smith • Trina Smither • Marianne Spencer
• Angela Spinaio • Meena Sreenivasan • Darrell Stark • Mark Stark • Shai Starnes
• Pauline Stranathan • Krisha Streety • Rhonda Summerbell • Rachelle Taylor • Laurie Thomas
• Mike Thurmond • Jason Tillerson • Robert Torn • Yung Tran • Wesley Treadwell
• Lois Turner • Brian Ulbrich • Adela Valdez • Ben Varughese • Alex Vega
• Alex Herrera • Joseph Villarreal • Sonia Villarreal • Lynda Villasana • Linda Wait
• Dan Wallace • Corina Watts • Mark Weidman • Phil Weinstein • GiGi Whitehead
• MaryRuth Wiley • Madrile Wilson • Chester Wilson • Eric Wise • Sheila Wojcik
• Morvena Wolf • Joseph Woodruff • Jennifer Yantes • Wendi York • Arthur Zapat
• Venessa Zapata • Megan Zihlman • Erni Zimmermann
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C
hai rman’s Report

2001 O
fficers

Frank
J. Peters
Chairman

During a highly unusual year, both for its extraordinary
events and for its economic climate, University Federal
performed exceptionally well.  Financial results were strong.
More importantly, as a result of many initiatives, University
Federal is better positioned to successfully compete in
today’s complex and challenging financial services
environment more than ever before.  Your Board of
Directors, consisting of nine volunteers, men and women
elected by and from the membership to staggered three-
year terms, oversaw a wide variety of critical initiatives
intended to more comprehensively meet the financial needs
of our growing membership.  They include:

• Expansion of feature-rich and competitively priced
financial products and services available to members
through UFCU Financial Services, LLC., a subsidiary of
University Federal;  these include financial planning,
investment and brokerage services, property and casualty

insurance, and a host of other attractive financial solutions;

• Deployment of an entirely new credit card program, including exceptional rate,
bonus points, and cash-back features;

• Addition of Home Economics 101 to our suite of consumer education programs,
Wheels 101 and College Education 101, through which members can avail
themselves of considerable information and advice intended to facilitate mortgage
and home equity loans, saving considerable money in the process;

• Considerable enhancement of University Federal’s website and home
banking capabilities;

• The awarding of a contract by the University of Texas to install ATMs on the Austin
campus, resulting in a campus-area network of almost 30 ATMs.  University Federal
now operates almost 50 machines in Austin, Round Rock, and Galveston;

• Conversion of University Federal’s ATM/Cash & Check Card/point of sale
processing from an outsourced to an in-house solution, thereby greatly enhancing
the reliability of the Credit Union’s card programs;

• Several facilities initiatives, including expansion and renovation of our South MoPac
Branch to include a larger lobby and more drive-thru facilities, planning for 2002
renovations of our North Guadalupe and Galveston Branches, and negotiations for
new 2002 branch locations at Highways 183/620 in Northwest Austin and along the
Slaughter Lane corridor in far South Austin;

• The addition of several high-profile employers to our field of membership,
increasing total employer groups served to well over 100.

Our organizational tempo matches that of the financial services industry in general—
the pace is fast and change constant as our competitive environment grows evermore
complex.  Our volunteers and executive staff are fully up to the challenge.  The vision,
teamwork, and common focus demonstrated by both have resulted in an extremely
dynamic organizational culture which well positions University Federal for continued
success in years to come.

On behalf of your Board of Directors, thank you for your membership and for the trust
you place in your Credit Union by allowing us to help manage your financial affairs.
Now, after 66 years of service, with almost one-half billion dollars in assets, and as
Austin’s largest locally-owned financial institution, we continue to do business as we
always have, one member at a time.

Board of Directors
Frank J. Peters, Chairman
Mary A. Seng, Vice Chairman
Cynthia A. Leach, Secretary
Arthur B. Martinez, Treasurer
Thomas J. Ardis
Gilbert O. Gallegos
William T. Guy, Jr., Ph.D.
Carl E. Hansen, Ph.D.
Marilla D. Svinicki, Ph.D.
George K. Herbert, Ph.D., Director Emeritus

Supervisory Committee
Ned H. Burns, Ph.D., Chairman
Doris F. Constantine, Secretary
George K. Herbert, Ph.D.
Dana M. Malone
Christine A. Plonsky

Principal Officers
President/CEO:

Tony C. Budet

Senior Vice President:
Steve E. Kubala, Operations/COO

Vice Presidents:
Michael T. Hintz, Information Technology
James A. Nastars, Lending and Collections
Yung V. Tran, CPA, Finance/CFO
Sheila J. Wojcik, Ph.D., Human Resources

and Performance Development

Administration
Senior Managers:

William R. Berglund, Lending
Glenda D. Lane, Business Development
L. Vincent McConnell, Direct Delivery
Bradley J. Shoff, Call Center
Ellen S. Simpson, Internal Audit
Marianne B. Spencer, Card Services
Rhonda M. Summerbell, University Relations
Corina L. Watts, Marketing
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Select Employee Groups
The following companies,
organizations, associations,
colleges and universities are
included in the field of
membership of University
Federal Credit Union.

Field Of M
embership

Austin, Texas Area
Abbott Laboratories
American Institute of Architects, Austin Chapter
Applied Research Laboratories, UT Austin
Austin Area Chapter National Assoc. of Certified

Public Accountants and employees of members
Austin Association of Remodeling Contractors
Austin Board of Realtors and employees of

members
Austin Chapter of the Texas Society of Certified

Public Accountants, Chapter Office employees
Austin Coca-Cola/Dr. Pepper Bottling Company
Austin Diagnostic Clinic
Austin Presbyterian Theological Seminary and

Graduate Students
Austin Software Council
Austin Surplus Lines Agency, Inc.
Austin Technology Incubator
ASAP Cargo, Inc.
Better Business Bureau, Austin
BOC Edwards Kochina
Brazos Higher Education Service Corporation
Chartered Semiconductor Manufacturing
Concordia University: Faculty, Staff, and Students
Cortex Interactive, Inc.
Crossroads Systems
Encompass Inc./Mech of Texas, Inc.
Episcopal Seminary of the Southwest and

Graduate Students
Exterprise, Inc.
FG Squared
Fox Service Co. Inc.
frogTX
Gila Corporation
Gold Tower Club - for members age 55 and over
Goodwill Industries of Central Texas
Harte-Hanks Direct Marketing
High End Systems, Inc.
Holt, Rinehart and Winston
Huston-Tillotson College: Faculty, Staff, and

Students
Intel Corporation
Interactive Ensemble
J.C. Evans Construction Company
J.J. Pickle Research Center
MCI World Com
Mental Health Assoc., Austin Area
Microelectronics Computer Corporation (MCC)
Modus Media International
Newgistics
Northwestern Mutual Life Insurance Agency,

District Office
Polydyne Software, Inc.
Pro-Ed
ProTrader Securities Corporation
Resources for Living
Samuels Jewelers
SEMATECH, Inc.
St. Edward's Alumni Association, Austin Chapter
St. Edward's University: Faculty, Staff and

Students
State Credit Union Commission
Steck-Vaughn Publishing Company
Sysco Food Services of Austin
Texas Council on Family Violence

Texas District of The Lutheran Church,
Missouri Synod. This includes all full-time
employees serving the Texas District office
which is located in Austin

Texas Electric Cooperatives, Inc., employees
who work in or are paid from Austin,
Texas (including employees who work in
Jasper, Texas)

Texas Guaranteed Student Loan
Corporation

Texas International Education Consortium
Texas Medical Liability Trust
Texas Society of Psychiatric Physicians,

members of the Austin and Galveston/
Jefferson Chapters, and employees and
staff members of each respective dues-
paying member

Texwood
TManage, Inc.
Tonic Software
Tower Records
Turner Collie & Braden, Inc.
University Co-op Bookstore, UT Austin
University of Texas at Austin: Faculty, Staff

and Students
University of Texas at Austin:

Longhorn Foundation Members
University of Texas at Austin: Offices,

Bureaus, Divisions, and Activities
occupying facilities of UT Austin and
listed in the UT Directory

University of Texas Ex-Students' Association
-Austin Chapter

University Federal Credit Union employees
and their family members

University of Texas System Office
University United Methodist Church

employees
UT Neighborhood Longhorn Program
Virtualcfo, Inc.
Vignette Corp.
Wheatsville Co-op, employees and members
White Lodging Services
YWCA of Greater Austin employees

Galveston, Texas Area
Edgewater Retirement Center
Family Health Care Centers
Galveston Catholic School: Employees Only
Galveston College: Faculty, Staff, and

Students
Galveston County Health District
Galveston Historical Foundation
Gulf Coast Center
O'Connell High School: Employees Only
Seaborne ChalleNGe Corps.
Shriners Burns Hospital
Texas A & M University, Galveston Campus

Faculty, Staff, and Students
Texas Department of Corrections
Transitional Learning Community
Unitarian Universalist Fellowship of

Galveston County
University Area Association
University of Texas Medical Branch: Faculty,

Staff, and Students

Taylor, Texas Area
Taylor Community - all persons who live or

work in the city of Taylor, Texas
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From Left To Right Seated:
Marilla D. Svinicki, Ph.D.

Cynthia A. Leach, Secretary

Mary A. Seng, Vice Chairman

From Left To Right Standing:
Gilbert O. Gallegos

Carl E. Hansen, Ph.D.

Thomas J. Ardis

William T. Guy, Jr., Ph.D.

George K. Herbert, Ph.D., Director Emeritus

Arthur B. Martinez, Treasurer

Frank J. Peters, Chairman



President’s Report

After our November 2001 Wheels 101 educational
seminar, I had the opportunity to meet many
members as they were exiting, all of whom
expressed their appreciation for this valuable
program. One member, however, said something I
will never forget. He told me University Federal
makes him feel “well cared for.” That gentleman
made my day, week, and year! Caring for you, our
members, is the sole reason we exist.

In a year filled with uncertainty resulting from
terrorist attacks and economic recession, many of us
have paused to reassess our core values. We have
never more appreciated our families, our friends,
and those things in life which can be trusted to
stand firm in unusual times. Success in unusual
times requires unique solutions. Credit unions are
truly unique organizations and represent the “best

thing going” in the financial services sector of our economy. Like other credit
unions, University Federal is a nonprofit organization cooperatively owned by you,
our members, and is totally focused on meeting your needs. We deliver consumer
education, financial planning, insured and noninsured investment products and
services, brokerage services, every type of consumer loan imaginable, checking
accounts to meet every need, credit, debit, and ATM cards, and many more
products and services, all delivered to you as you prefer – in person, online, or by
phone. Our staff is excited about yet more new and enhanced products and
services that will be offered to members in 2002. For over 66 years, our name,
ownership (you!), and focus (you again!) have not changed.

In spite of the unfortunate events of 2001, University Federal’s financial
performance was exceptional. Please refer to our Treasurer’s Report for details.
Assets ended the year just shy of one-half billion dollars, positioning University
Federal as the largest locally-owned financial institution in Austin. We have no Wall
Street-types to impress, so that number communicates very little. What is
impressive, however, is the exceptional beyond-the-call-of-duty service our staff
extends members. I receive countless calls, emails, and letters of appreciation from
members who have been counseled by our staff, reporting extremely positive
results – improved credit ratings, helpful pricing information and negotiating
advice when purchasing and financing a vehicle, or assistance with complicated
real estate loan transactions. Moreover, these members wanted to be sure I was
well aware of the manner in which their calls were handled – with care and respect
for the individual. It’s an honor and a privilege to lead a team of such exceptional
men and women.

Are you looking for an organization on which you can rely? In which you can trust,
especially in uncertain times? Unique in its structure, unique in its focus, unique in
how it measures success, University Federal can make you feel “well cared for” too.
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Vice President, Information Technology
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Tony
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President/CEO



I think you will agree 2001 was an
unforgettable year.  Besides the horror of the
September 11 attacks, 2001 also will be
remembered as a time of economic recession
that resulted in more than one million job
losses nationwide and plummeting interest
rates.  I am pleased to report that, despite
challenging economic conditions and
turbulent financial markets, University Federal
posted exceptionally strong financial results.
Our total assets grew 14% during 2001 and
ended the year at $492 million, just shy of
the one-half billion dollar mark.  Total
deposits increased by an astounding 20% (or
$74 million) to $444 million.  Loans grew
13% (or $37 million) to $320 million.  These
remarkable results reflect the trust and
confidence members place in us to meet their

financial needs, especially in times of uncertainty.  With total revenue of $42
million, University Federal generated more than $4 million in net income, a
return of .96% on average assets, boosting Members’ Equity to $36 million,
an increase of 18%.

The Asset Liability Management Committee (chaired by the Treasurer and
comprised of several other Board members and members of executive
management), met monthly throughout the year to review financial
performance, economic trends, the interest rate environment, and the overall
performance of University Federal’s array of products and services. This
Committee also reviewed quarterly substantial data generated by a proven
asset-liability management model to ensure fluctuations of market interest
rates do not significantly impact the capital position and future earnings of
the Credit Union.

Philosophically, it is University Federal’s goal to meet members’ financial
needs by offering comprehensive financial solutions.  To fulfill this mission,
University Federal in 2001 formed a wholly-owned financial subsidiary,
UFCU Financial Services, LLC., which began offering financial planning,
nontraditional, noninsured investment services, and insurance products.  We
are confident UFCU Financial Services will better help members build and
manage their wealth.

While we are aware of continuing economic uncertainties, we are
confident University Federal is well positioned to remain competitive,
financially sound, and well positioned to meet members’ financial needs.

Treasurer’s Report
Off-Balance-Sheet Risk
The Credit Union is a party to financial instruments with off-balance-sheet risk in the normal course of business to meet the financing
needs of its members and to reduce its own exposure to fluctuations in interest rates.  These financial instruments include commitments to
extend credit.

These instruments involve, to varying degrees, elements of credit and interest-rate risk in excess of the amount recognized in the
consolidated statements of financial condition.  The Credit Union’s exposure to credit loss in the event of nonperformance by its members
is represented by the contractual amount of those instruments.

Concentrations of Credit Risk
Commitments to extend credit are agreements to lend to a member as long as there is no violation of any condition established in the
contract.  Commitments generally have fixed expiration dates or other termination clauses.  Since many of the commitments may expire
without being fully drawn upon, the total commitment amounts do not necessarily represent future cash requirements.

As of December 31, 2001, the members’ total lines of credit approximated $116,525,000, of which approximately $82,759,000 had not
been funded.  The Credit Union evaluates each member’s creditworthiness on a case-by-case basis.  The amount of collateral obtained, if
any, is based on management’s credit evaluation of the member.  The Credit Union may be exposed to credit risk from a regional economic
standpoint, since a significant concentration of its borrowers work or reside in the Austin, Texas area.  However, the loan portfolio is well
diversified and the Credit Union does not have any significant concentrations of credit risk.

The estimated fair value amounts have been determined using available market information and appropriate valuation methodologies.
However, considerable judgement is required to interpret market data to develop the estimates of fair value.  Accordingly, the estimates
presented are not necessarily indicative of amounts that could be realized in a market exchange.  The use of different assumptions and
estimation methodologies may have a material effect on the estimated fair value amounts.

The following methods and assumptions were used to estimate fair value of each of the financial instruments for which it was
practicable to estimate.

Cash
The carrying amount is a reasonable estimation of fair value.

Investments
Estimated fair values for investments are obtained from quoted market prices where available.

Loans to Members
The estimated fair value of variable-rate loans is the current carrying amount.  For estimation of fair value purposes, credit card loans are
considered variable-rate loans since interest rates may be changed by the Credit Union.  The fair value of fixed-rate loans should be
estimated by discounting the estimated cash flows using the current rate at which similar loans would be issued; however, management has
determined that the fair value of these loans would not be materially different from the carrying amount.  Therefore, the fair value of fixed-
rate loans is the carrying amount.

Loans Held for Sale
The carrying amount of mortgage loans held for sale is a reasonable estimation of fair value due to the short period of time that they are held in
the Credit Union’s portfolio.  The fair value of student loans held for sale was estimated based on the terms of the contract with North Texas
Higher Education Authority, Inc.

Members’ Share and Savings Accounts
The estimated fair value of demand deposit accounts is the carrying amount.  The fair value of fixed-rate share certificates should be
estimated by discounting the estimated cash flows using the current rate at which similar certificates would be issued; however, manage-
ment has determined that the fair value of fixed-rate share certificates would not be materially different from the carrying amount.
Therefore, the fair value of fixed-rate share certificates is the carrying amount.

The carrying value and estimated fair value of the Credit Union’s financial instruments are as follows:

Notes To The Consolidated Financial Statements
Note Eight: Off-Balance-Sheet Risk And Concentrations Of Credit Risk

Note Nine: Fair Values Of Financial Instruments
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Arthur
B. Martinez

Treasurer



The Supervisory Committee is a group of
volunteer members appointed by the Board of
Directors.  Our responsibilities are to ensure
that the financial condition of University
Federal is accurately presented in financial
statements, and that the Credit Union’s
management practices and procedures protect
members’ assets.

To fulfill our first obligation, the Committee
retained the accounting firm of Orth, Chakler,
Murnane & Co. to perform an independent
audit of University Federal Credit Union’s
financial statements for 2001.  We are
pleased to present the Independent Auditors’
Report reflecting an unqualified opinion to the

related audited financial statements in this Annual Report.

The events of the past year have revealed to all of us areas of risk of which
we must be ever mindful.  In our role of monitoring safety and soundness,
we faced new considerations in our risk assessments and areas of concern.

We met on a regular basis throughout the year and directed the activities of
the Internal Audit function to monitor internal controls and compliance with
statutes and regulations.  In addition, the Committee received and reviewed
written reports from outside consultants that addressed issues of safety and
soundness.  We solicit and review all written responses by management to
audit issues and recommendations, ensuring that follow-up commitments
by management are fully met. We commend and encourage management’s
continued commitment to sound internal controls.

As part of our reporting responsibilities, at least one member of the
Committee is present at meetings of the Board of Directors.  All Committee
members review monthly Board packets in order to remain fully informed of
all strategic initiatives.  Throughout the year, Committee members also
attend various educational conferences, ensuring we stay abreast of critical
industry issues.

We on the Supervisory Committee are proud to volunteer our time to serve
University Federal Credit Union.  We wish to thank the Board of Directors,
management and staff for their support and cooperation during what was a
very productive and rewarding year.

Target Benefit Retirement Plan
During the year ended December 31, 2000, the Credit Union maintained a target benefit retirement plan for all employees who met specific age and
service year limitations.  Effective January 1, 2001, this plan was merged into the 401(k) profit sharing plan.  Employer contributions to this plan
during the year ended December 31, 2000 were set by a predefined formula and employees became fully vested upon completion of seven full years of
qualifying service.

401(k) Profit Sharing Plan
Participation in the 401(k) profit sharing plan is limited to all employees who meet specific age and service year limitations.  Employees may contribute
up to the maximum limits authorized by the Internal Revenue Service.  During the year ended December 31, 2000, the Credit Union did not contribute
into this plan; however, for the year ended December 31, 2001, the Credit Union made a discretionary contribution of 4% of employees’ compensation,
which is subject to a five-year vesting schedule at the rate of 20% per year.   The 401(k) profit sharing plan is structured to match 100% of employees’
elective contributions up to 3% of compensation, and 50% of contributions to the extent that such contributions exceed 3% but do not exceed 5% of
compensation.  Employee contributions and the employer matching contributions vest immediately.  The total expense for both plans approximated
$601,000 and $477,000 for the years ended December 31, 2001 and 2000, respectively.

As of December 31, 2001, the Credit Union maintained a $15,000,000 unsecured and unused line-of-credit agreement with Southwest Corporate Federal
Credit Union.

As of December 31, 2001, the Credit Union maintained a $6,000,000 unsecured and unused line-of-credit agreement with Bank of America.

The Credit Union has entered into a secured line-of-credit agreement to borrow funds from Southwest Corporate Federal Credit Union.  Amounts
borrowed under this line-of-credit agreement are secured by investments safe kept at Southwest Corporate Federal Credit Union.  The available line of
credit under this agreement fluctuates based on the amount of investments safe kept at Southwest Corporate Federal Credit Union.  As of December 31,
2001, the unused line of credit was $8,950,000.

The Credit Union has entered into a secured line-of-credit agreement with the Federal Home Loan Bank of Dallas.
Amounts borrowed under this line-of-credit agreement are secured by investments safe kept with the Federal Home Loan
Bank of Dallas.  The available line-of-credit under this agreement fluctuates based on the amount of investments safe kept
at the Federal Home Loan Bank of Dallas. As of December 31, 2001, the unused line of credit was approximately
$85,400,000.

The Credit Union leases certain office space and equipment.  The minimum noncancellable lease obligations are shown to
the right as of December 31, 2001.

The related rental expense was approximately $871,000 and $634,000 for the years ended December 31, 2001, and 2000,
respectively.

The Credit Union is a party to various miscellaneous legal actions normally associated with financial institutions, the
aggregate effect of which, in management’s opinion, would not be material to the Credit Union’s financial condition.

Year ending
December 31, Amount
2002 $1,007,000
2003 988,000
2004 955,000
2005 743,000
2006 649,000
Thereafter 767,000

$5,109,000

Notes To The Consolidated Financial Statements

Note Five: Members’ Share And Savings Accounts

Note Six: Employee Benefits

Note Seven: Commitments And Contingent Liabilities
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The aggregate amount of members’ share and savings accounts over $100,000 was approximately $87,841,000 and $56,560,000 as of December 31,
2001 and 2000, respectively.

Ned
H. Burns, Ph.D.

Chairman



Financia l Highl ights
Loans on which the accrual of interest has been discontinued or reduced approximated $668,000 and  $820,000 as of December 31,
2001 and 2000, respectively.  If interest on these loans had been accrued, such income would have approximated $25,000 and
$43,000 for the years ended December 31, 2001 and 2000, respectively.

A summary of the activity in the allowance for loan losses is as follows:

Notes To The Consolidated Financial Statements

Note Two: Investments (Continued)

Note Three: Loans To Members

Note Four: Property And Equipment
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Auditors’ Report
February 7, 2002

To the Supervisory Committee of University Federal Credit Union:

We have audited the accompanying consolidated statements of financial condition of University Federal
Credit Union, as of December 31, 2001 and 2000, and the related consolidated statements of income,
comprehensive income, members’ equity, and cash flows for the years then ended.  These consolidated
financial statements are the responsibility of the Credit Union’s management.  Our responsibility is to
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America.  Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement.  An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements.  An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall consolidated financial
statement presentation.  We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of University Federal Credit Union as of December 31, 2001 and 2000,
and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Orth, Chakler, Murnane & Company
Certified Public Accountants



Liabilities And Members’ Equity

Assets

The Credit Union maintains deposits at Southwest Corporate Federal Credit Union which normally exceed federally insured limits. Included in the
deposit with Southwest Corporate Federal Credit Union is a restricted capital share base which is required for membership. This amount was $750,000
as of December 31, 2001 and 2000.

The amortized cost and estimated market value of investments by contractual maturity are shown below.  Expected maturities may differ from contrac-
tual maturities because issuers may have the right to call or prepay certain obligations without call or prepayment penalties.

Consolidated Statements Of Financial Condition Notes To The Consolidated Financial Statements

Note Two: Investments
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Organization
University Federal Credit Union (the “Credit Union”) is a cooperative association organized in accordance with the provisions of the Federal Credit Union Act
for the purpose of promoting thrift among, and creating a source of credit for, its members.

Consolidated Financial Statements
The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities as of the dates of the consolidated financial statements and the reported amounts of revenues and expenses for the periods then ended.  Actual
results could differ from those estimates.  Estimates that are particularly susceptible to change relate to the determination of the allowance for loan losses
and the fair value of financial instruments.  The significant accounting principles and policies used in the preparation of these consolidated financial
statements, together with certain related information, are summarized below.

Principles of Consolidation
The consolidated financial statements include the accounts of the Credit Union and the significant accounts of its wholly owned Credit Union Service
Organization (CUSO), UFCU Financial Services, LLC.  All significant intercompany accounts and transaction have been eliminated.

Cash and Cash Equivalents
Cash and cash equivalents consist of cash on hand, demand deposits and non-term share deposits in Southwest Corporate Federal Credit Union.  Amounts
due from banks and the corporate credit union may, at times, exceed federally insured limits.

Investments
Investments are classified into the following categories: held-to-maturity, available-for-sale, and other.  Investment securities classified as held-to-maturity
are measured at amortized cost.  This classification is based upon the Credit Union’s intent and ability to hold these investment securities to full maturity.
Investment securities classified as available-for-sale are measured at market value as of the consolidated statement of financial condition date.  Unrealized
gains and losses for available-for-sale investments are reported as a separate component of members’ equity.  The Credit Union has elected to classify
certain cash equivalents as other investments.  This election is available to the Credit Union according to the terms of SFAS No. 95, “Statement of Cash
Flows.”

Realized gains and losses on disposition, if any, are computed using the specific identification method.  Investments are adjusted for amortization of
premiums and accretion of discounts over the term of the investment by a method which approximates the interest method.  Adjustments are recognized to
interest income on investments.

Loans Held for Sale
Loans originated and intended for sale in the secondary market are carried at the lower of cost or estimated market value in the aggregate.  All sales are
made without recourse.

Loans to Members and Allowance for Loan Losses
Loans are stated at the amount of unpaid principal, net of certain deferred fees and costs and an allowance for loan losses.  The allowance for loan losses is
increased by a provision for loan losses charged to expense and decreased by charge-offs (net of recoveries).  The allowance for loan losses is maintained at
an amount that represents management’s estimate of potential losses which may be sustained in the liquidation of currently outstanding loans.
Management’s periodic evaluation of the adequacy of the allowance account is based on the Credit Union’s past loan loss experience, known and inherent
risks in the portfolio, adverse situations that may affect the borrower’s ability to repay, estimated value of any underlying collateral and current economic
conditions.

Interest on loans to members is recognized over the terms of the loans and is calculated on principal amounts outstanding.  The accrual of interest is
discontinued when a loan exceeds 90 days delinquent or when management believes that collection of interest is doubtful.  Generally, loan fees which are
charged to members are recognized in income when received and direct loan origination costs on loans to members are recognized in expenses when
incurred; however, certain costs paid on indirect automobile loans and home equity loans are deferred over the life of the loan as an adjustment to yield on
loans using a method that approximates the interest method.  This is not materially different from fees and expenses that would have been recognized
under the provisions of Statement of Financial Accounting Standards (SFAS) No. 91, “Accounting for Non-refundable Fees and Costs Associated with
Originating or Acquiring Loans and Initial Direct Costs of Leases.”

Property and Equipment
Property and equipment are carried at cost less accumulated depreciation.  Buildings, and furniture and equipment are depreciated using the straight-line
method over the estimated useful lives of the assets.  The cost of leasehold improvements is amortized using the straight-line method over the term of the
lease, or the estimated life of the asset, whichever is less.  The Credit Union reviews property and equipment (long-lived assets) for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable.

National Credit Union Share Insurance Fund (NCUSIF) Deposit
The deposit in the National Credit Union Share Insurance Fund (NCUSIF) is in accordance with National Credit Union Administration (NCUA) regulations,
which require the maintenance of a deposit by each insured credit union.  The deposit would be refunded to the Credit Union if its insurance coverage is
terminated, it converts to insurance coverage from another source, or the operations of the fund are transferred from the NCUA Board.

Members’ Share and Savings Accounts
Members’ shares are subordinated to all other liabilities of the Credit Union upon liquidation.  Interest on members’ share and savings accounts is based on
available earnings at the end of an interest period and is not guaranteed by the Credit Union.  Interest rates on members’ share accounts are set by the
Board of Directors, based on an evaluation of current and future market conditions.

Members’ Equity
The Credit Union is required to maintain a statutory reserve (regular reserve) in accordance with the Federal Credit Union Act.  This statutory reserve is not
available for the payment of interest.

Regulatory Capital
The Credit Union is subject to various regulatory net worth requirements administered by the NCUA.  Failure to meet minimum net worth requirements can
initiate certain mandatory and discretionary actions by regulators that, if undertaken, could have a direct effect on the Credit Union’s financial statements.
As of December 31, 2001, the Credit Union met all capital adequacy requirements to which it was subject.

Federal and State Tax Exemption
The Credit Union is exempt from most federal, state, and local taxes.

Notes To The Consolidated Financial Statements

Note One: Significant Accounting Policies

Consolidated Statements Of Income
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Organization
University Federal Credit Union (the “Credit Union”) is a cooperative association organized in accordance with the provisions of the Federal Credit Union Act
for the purpose of promoting thrift among, and creating a source of credit for, its members.

Consolidated Financial Statements
The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities as of the dates of the consolidated financial statements and the reported amounts of revenues and expenses for the periods then ended.  Actual
results could differ from those estimates.  Estimates that are particularly susceptible to change relate to the determination of the allowance for loan losses
and the fair value of financial instruments.  The significant accounting principles and policies used in the preparation of these consolidated financial
statements, together with certain related information, are summarized below.

Principles of Consolidation
The consolidated financial statements include the accounts of the Credit Union and the significant accounts of its wholly owned Credit Union Service
Organization (CUSO), UFCU Financial Services, LLC.  All significant intercompany accounts and transaction have been eliminated.

Cash and Cash Equivalents
Cash and cash equivalents consist of cash on hand, demand deposits and non-term share deposits in Southwest Corporate Federal Credit Union.  Amounts
due from banks and the corporate credit union may, at times, exceed federally insured limits.

Investments
Investments are classified into the following categories: held-to-maturity, available-for-sale, and other.  Investment securities classified as held-to-maturity
are measured at amortized cost.  This classification is based upon the Credit Union’s intent and ability to hold these investment securities to full maturity.
Investment securities classified as available-for-sale are measured at market value as of the consolidated statement of financial condition date.  Unrealized
gains and losses for available-for-sale investments are reported as a separate component of members’ equity.  The Credit Union has elected to classify
certain cash equivalents as other investments.  This election is available to the Credit Union according to the terms of SFAS No. 95, “Statement of Cash
Flows.”

Realized gains and losses on disposition, if any, are computed using the specific identification method.  Investments are adjusted for amortization of
premiums and accretion of discounts over the term of the investment by a method which approximates the interest method.  Adjustments are recognized to
interest income on investments.

Loans Held for Sale
Loans originated and intended for sale in the secondary market are carried at the lower of cost or estimated market value in the aggregate.  All sales are
made without recourse.

Loans to Members and Allowance for Loan Losses
Loans are stated at the amount of unpaid principal, net of certain deferred fees and costs and an allowance for loan losses.  The allowance for loan losses is
increased by a provision for loan losses charged to expense and decreased by charge-offs (net of recoveries).  The allowance for loan losses is maintained at
an amount that represents management’s estimate of potential losses which may be sustained in the liquidation of currently outstanding loans.
Management’s periodic evaluation of the adequacy of the allowance account is based on the Credit Union’s past loan loss experience, known and inherent
risks in the portfolio, adverse situations that may affect the borrower’s ability to repay, estimated value of any underlying collateral and current economic
conditions.

Interest on loans to members is recognized over the terms of the loans and is calculated on principal amounts outstanding.  The accrual of interest is
discontinued when a loan exceeds 90 days delinquent or when management believes that collection of interest is doubtful.  Generally, loan fees which are
charged to members are recognized in income when received and direct loan origination costs on loans to members are recognized in expenses when
incurred; however, certain costs paid on indirect automobile loans and home equity loans are deferred over the life of the loan as an adjustment to yield on
loans using a method that approximates the interest method.  This is not materially different from fees and expenses that would have been recognized
under the provisions of Statement of Financial Accounting Standards (SFAS) No. 91, “Accounting for Non-refundable Fees and Costs Associated with
Originating or Acquiring Loans and Initial Direct Costs of Leases.”

Property and Equipment
Property and equipment are carried at cost less accumulated depreciation.  Buildings, and furniture and equipment are depreciated using the straight-line
method over the estimated useful lives of the assets.  The cost of leasehold improvements is amortized using the straight-line method over the term of the
lease, or the estimated life of the asset, whichever is less.  The Credit Union reviews property and equipment (long-lived assets) for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable.

National Credit Union Share Insurance Fund (NCUSIF) Deposit
The deposit in the National Credit Union Share Insurance Fund (NCUSIF) is in accordance with National Credit Union Administration (NCUA) regulations,
which require the maintenance of a deposit by each insured credit union.  The deposit would be refunded to the Credit Union if its insurance coverage is
terminated, it converts to insurance coverage from another source, or the operations of the fund are transferred from the NCUA Board.

Members’ Share and Savings Accounts
Members’ shares are subordinated to all other liabilities of the Credit Union upon liquidation.  Interest on members’ share and savings accounts is based on
available earnings at the end of an interest period and is not guaranteed by the Credit Union.  Interest rates on members’ share accounts are set by the
Board of Directors, based on an evaluation of current and future market conditions.

Members’ Equity
The Credit Union is required to maintain a statutory reserve (regular reserve) in accordance with the Federal Credit Union Act.  This statutory reserve is not
available for the payment of interest.

Regulatory Capital
The Credit Union is subject to various regulatory net worth requirements administered by the NCUA.  Failure to meet minimum net worth requirements can
initiate certain mandatory and discretionary actions by regulators that, if undertaken, could have a direct effect on the Credit Union’s financial statements.
As of December 31, 2001, the Credit Union met all capital adequacy requirements to which it was subject.

Federal and State Tax Exemption
The Credit Union is exempt from most federal, state, and local taxes.

Notes To The Consolidated Financial Statements

Note One: Significant Accounting Policies
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Liabilities And Members’ Equity

Assets

The Credit Union maintains deposits at Southwest Corporate Federal Credit Union which normally exceed federally insured limits. Included in the
deposit with Southwest Corporate Federal Credit Union is a restricted capital share base which is required for membership. This amount was $750,000
as of December 31, 2001 and 2000.

The amortized cost and estimated market value of investments by contractual maturity are shown below.  Expected maturities may differ from contrac-
tual maturities because issuers may have the right to call or prepay certain obligations without call or prepayment penalties.

Consolidated Statements Of Financial Condition Notes To The Consolidated Financial Statements

Note Two: Investments
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Financial Highlights

Loans on which the accrual of interest has been discontinued or reduced approximated $668,000 and  $820,000 as of December 31,
2001 and 2000, respectively.  If interest on these loans had been accrued, such income would have approximated $25,000 and
$43,000 for the years ended December 31, 2001 and 2000, respectively.

A summary of the activity in the allowance for loan losses is as follows:

Notes To The Consolidated Financial Statements

Note Two: Investments (Continued)

Note Three: Loans To Members

Note Four: Property And Equipment
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Auditors’ Report

February 7, 2002

To the Supervisory Committee of University Federal Credit Union:

We have audited the accompanying consolidated statements of financial condition of University Federal
Credit Union, as of December 31, 2001 and 2000, and the related consolidated statements of income,
comprehensive income, members’ equity, and cash flows for the years then ended.  These consolidated
financial statements are the responsibility of the Credit Union’s management.  Our responsibility is to
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America.  Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement.  An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements.  An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall consolidated financial
statement presentation.  We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of University Federal Credit Union as of December 31, 2001 and 2000,
and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Orth, Chakler, Murnane & Company
Certified Public Accountants



The Supervisory Committee is a group of
volunteer members appointed by the Board of
Directors.  Our responsibilities are to ensure
that the financial condition of University
Federal is accurately presented in financial
statements, and that the Credit Union’s
management practices and procedures protect
members’ assets.

To fulfill our first obligation, the Committee
retained the accounting firm of Orth, Chakler,
Murnane & Co. to perform an independent
audit of University Federal Credit Union’s
financial statements for 2001.  We are
pleased to present the Independent Auditors’
Report reflecting an unqualified opinion to the

related audited financial statements in this Annual Report.

The events of the past year have revealed to all of us areas of risk of which
we must be ever mindful.  In our role of monitoring safety and soundness,
we faced new considerations in our risk assessments and areas of concern.

We met on a regular basis throughout the year and directed the activities of
the Internal Audit function to monitor internal controls and compliance with
statutes and regulations.  In addition, the Committee received and reviewed
written reports from outside consultants that addressed issues of safety and
soundness.  We solicit and review all written responses by management to
audit issues and recommendations, ensuring that follow-up commitments
by management are fully met. We commend and encourage management’s
continued commitment to sound internal controls.

As part of our reporting responsibilities, at least one member of the
Committee is present at meetings of the Board of Directors.  All Committee
members review monthly Board packets in order to remain fully informed of
all strategic initiatives.  Throughout the year, Committee members also
attend various educational conferences, ensuring we stay abreast of critical
industry issues.

We on the Supervisory Committee are proud to volunteer our time to serve
University Federal Credit Union.  We wish to thank the Board of Directors,
management and staff for their support and cooperation during what was a
very productive and rewarding year.

Target Benefit Retirement Plan
During the year ended December 31, 2000, the Credit Union maintained a target benefit retirement plan for all employees who met specific age and
service year limitations.  Effective January 1, 2001, this plan was merged into the 401(k) profit sharing plan.  Employer contributions to this plan
during the year ended December 31, 2000 were set by a predefined formula and employees became fully vested upon completion of seven full years of
qualifying service.

401(k) Profit Sharing Plan
Participation in the 401(k) profit sharing plan is limited to all employees who meet specific age and service year limitations.  Employees may contribute
up to the maximum limits authorized by the Internal Revenue Service.  During the year ended December 31, 2000, the Credit Union did not contribute
into this plan; however, for the year ended December 31, 2001, the Credit Union made a discretionary contribution of 4% of employees’ compensation,
which is subject to a five-year vesting schedule at the rate of 20% per year.   The 401(k) profit sharing plan is structured to match 100% of employees’
elective contributions up to 3% of compensation, and 50% of contributions to the extent that such contributions exceed 3% but do not exceed 5% of
compensation.  Employee contributions and the employer matching contributions vest immediately.  The total expense for both plans approximated
$601,000 and $477,000 for the years ended December 31, 2001 and 2000, respectively.

As of December 31, 2001, the Credit Union maintained a $15,000,000 unsecured and unused line-of-credit agreement with Southwest Corporate Federal
Credit Union.

As of December 31, 2001, the Credit Union maintained a $6,000,000 unsecured and unused line-of-credit agreement with Bank of America.

The Credit Union has entered into a secured line-of-credit agreement to borrow funds from Southwest Corporate Federal Credit Union.  Amounts
borrowed under this line-of-credit agreement are secured by investments safe kept at Southwest Corporate Federal Credit Union.  The available line of
credit under this agreement fluctuates based on the amount of investments safe kept at Southwest Corporate Federal Credit Union.  As of December 31,
2001, the unused line of credit was $8,950,000.

The Credit Union has entered into a secured line-of-credit agreement with the Federal Home Loan Bank of Dallas.
Amounts borrowed under this line-of-credit agreement are secured by investments safe kept with the Federal Home Loan
Bank of Dallas.  The available line-of-credit under this agreement fluctuates based on the amount of investments safe kept
at the Federal Home Loan Bank of Dallas. As of December 31, 2001, the unused line of credit was approximately
$85,400,000.

The Credit Union leases certain office space and equipment.  The minimum noncancellable lease obligations are shown to
the right as of December 31, 2001.

The related rental expense was approximately $871,000 and $634,000 for the years ended December 31, 2001, and 2000,
respectively.

The Credit Union is a party to various miscellaneous legal actions normally associated with financial institutions, the
aggregate effect of which, in management’s opinion, would not be material to the Credit Union’s financial condition.

Year ending
December 31, Amount
2002 $1,007,000
2003 988,000
2004 955,000
2005 743,000
2006 649,000
Thereafter 767,000

$5,109,000

Notes To The Consolidated Financial Statements

Note Five: Members’ Share And Savings Accounts

Note Six: Employee Benefits

Note Seven: Commitments And Contingent Liabilities
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Supervisory C
ommittee C

hairman’s Report

The aggregate amount of members’ share and savings accounts over $100,000 was approximately $87,841,000 and $56,560,000 as of December 31,
2001 and 2000, respectively.

Ned
H. Burns, Ph.D.

Chairman



I think you will agree 2001 was an
unforgettable year.  Besides the horror of the
September 11 attacks, 2001 also will be
remembered as a time of economic recession
that resulted in more than one million job
losses nationwide and plummeting interest
rates.  I am pleased to report that, despite
challenging economic conditions and
turbulent financial markets, University Federal
posted exceptionally strong financial results.
Our total assets grew 14% during 2001 and
ended the year at $492 million, just shy of
the one-half billion dollar mark.  Total
deposits increased by an astounding 20% (or
$74 million) to $444 million.  Loans grew
13% (or $37 million) to $320 million.  These
remarkable results reflect the trust and
confidence members place in us to meet their

financial needs, especially in times of uncertainty.  With total revenue of $42
million, University Federal generated more than $4 million in net income, a
return of .96% on average assets, boosting Members’ Equity to $36 million,
an increase of 18%.

The Asset Liability Management Committee (chaired by the Treasurer and
comprised of several other Board members and members of executive
management), met monthly throughout the year to review financial
performance, economic trends, the interest rate environment, and the overall
performance of University Federal’s array of products and services. This
Committee also reviewed quarterly substantial data generated by a proven
asset-liability management model to ensure fluctuations of market interest
rates do not significantly impact the capital position and future earnings of
the Credit Union.

Philosophically, it is University Federal’s goal to meet members’ financial
needs by offering comprehensive financial solutions.  To fulfill this mission,
University Federal in 2001 formed a wholly-owned financial subsidiary,
UFCU Financial Services, LLC., which began offering financial planning,
nontraditional, noninsured investment services, and insurance products.  We
are confident UFCU Financial Services will better help members build and
manage their wealth.

While we are aware of continuing economic uncertainties, we are
confident University Federal is well positioned to remain competitive,
financially sound, and well positioned to meet members’ financial needs.

Treasurer’s Report

Off-Balance-Sheet Risk
The Credit Union is a party to financial instruments with off-balance-sheet risk in the normal course of business to meet the financing
needs of its members and to reduce its own exposure to fluctuations in interest rates.  These financial instruments include commitments to
extend credit.

These instruments involve, to varying degrees, elements of credit and interest-rate risk in excess of the amount recognized in the
consolidated statements of financial condition.  The Credit Union’s exposure to credit loss in the event of nonperformance by its members
is represented by the contractual amount of those instruments.

Concentrations of Credit Risk
Commitments to extend credit are agreements to lend to a member as long as there is no violation of any condition established in the
contract.  Commitments generally have fixed expiration dates or other termination clauses.  Since many of the commitments may expire
without being fully drawn upon, the total commitment amounts do not necessarily represent future cash requirements.

As of December 31, 2001, the members’ total lines of credit approximated $116,525,000, of which approximately $82,759,000 had not
been funded.  The Credit Union evaluates each member’s creditworthiness on a case-by-case basis.  The amount of collateral obtained, if
any, is based on management’s credit evaluation of the member.  The Credit Union may be exposed to credit risk from a regional economic
standpoint, since a significant concentration of its borrowers work or reside in the Austin, Texas area.  However, the loan portfolio is well
diversified and the Credit Union does not have any significant concentrations of credit risk.

The estimated fair value amounts have been determined using available market information and appropriate valuation methodologies.
However, considerable judgement is required to interpret market data to develop the estimates of fair value.  Accordingly, the estimates
presented are not necessarily indicative of amounts that could be realized in a market exchange.  The use of different assumptions and
estimation methodologies may have a material effect on the estimated fair value amounts.

The following methods and assumptions were used to estimate fair value of each of the financial instruments for which it was
practicable to estimate.

Cash
The carrying amount is a reasonable estimation of fair value.

Investments
Estimated fair values for investments are obtained from quoted market prices where available.

Loans to Members
The estimated fair value of variable-rate loans is the current carrying amount.  For estimation of fair value purposes, credit card loans are
considered variable-rate loans since interest rates may be changed by the Credit Union.  The fair value of fixed-rate loans should be
estimated by discounting the estimated cash flows using the current rate at which similar loans would be issued; however, management has
determined that the fair value of these loans would not be materially different from the carrying amount.  Therefore, the fair value of fixed-
rate loans is the carrying amount.

Loans Held for Sale
The carrying amount of mortgage loans held for sale is a reasonable estimation of fair value due to the short period of time that they are held in
the Credit Union’s portfolio.  The fair value of student loans held for sale was estimated based on the terms of the contract with North Texas
Higher Education Authority, Inc.

Members’ Share and Savings Accounts
The estimated fair value of demand deposit accounts is the carrying amount.  The fair value of fixed-rate share certificates should be
estimated by discounting the estimated cash flows using the current rate at which similar certificates would be issued; however, manage-
ment has determined that the fair value of fixed-rate share certificates would not be materially different from the carrying amount.
Therefore, the fair value of fixed-rate share certificates is the carrying amount.

The carrying value and estimated fair value of the Credit Union’s financial instruments are as follows:

Notes To The Consolidated Financial Statements
Note Eight: Off-Balance-Sheet Risk And Concentrations Of Credit Risk

Note Nine: Fair Values Of Financial Instruments
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Arthur
B. Martinez

Treasurer



President’s Report

After our November 2001 Wheels 101 educational
seminar, I had the opportunity to meet many
members as they were exiting, all of whom
expressed their appreciation for this valuable
program. One member, however, said something I
will never forget. He told me University Federal
makes him feel “well cared for.” That gentleman
made my day, week, and year! Caring for you, our
members, is the sole reason we exist.

In a year filled with uncertainty resulting from
terrorist attacks and economic recession, many of us
have paused to reassess our core values. We have
never more appreciated our families, our friends,
and those things in life which can be trusted to
stand firm in unusual times. Success in unusual
times requires unique solutions. Credit unions are
truly unique organizations and represent the “best

thing going” in the financial services sector of our economy. Like other credit
unions, University Federal is a nonprofit organization cooperatively owned by you,
our members, and is totally focused on meeting your needs. We deliver consumer
education, financial planning, insured and noninsured investment products and
services, brokerage services, every type of consumer loan imaginable, checking
accounts to meet every need, credit, debit, and ATM cards, and many more
products and services, all delivered to you as you prefer – in person, online, or by
phone. Our staff is excited about yet more new and enhanced products and
services that will be offered to members in 2002. For over 66 years, our name,
ownership (you!), and focus (you again!) have not changed.

In spite of the unfortunate events of 2001, University Federal’s financial
performance was exceptional. Please refer to our Treasurer’s Report for details.
Assets ended the year just shy of one-half billion dollars, positioning University
Federal as the largest locally-owned financial institution in Austin. We have no Wall
Street-types to impress, so that number communicates very little. What is
impressive, however, is the exceptional beyond-the-call-of-duty service our staff
extends members. I receive countless calls, emails, and letters of appreciation from
members who have been counseled by our staff, reporting extremely positive
results – improved credit ratings, helpful pricing information and negotiating
advice when purchasing and financing a vehicle, or assistance with complicated
real estate loan transactions. Moreover, these members wanted to be sure I was
well aware of the manner in which their calls were handled – with care and respect
for the individual. It’s an honor and a privilege to lead a team of such exceptional
men and women.

Are you looking for an organization on which you can rely? In which you can trust,
especially in uncertain times? Unique in its structure, unique in its focus, unique in
how it measures success, University Federal can make you feel “well cared for” too.
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From Left To Right Seated:
Tony C. Budet,
President/CEO

Sheila J. Wojcik, Ph.D.,
Vice President, Human Resources and Performance Development

From Left To Right Standing:
Yung V. Tran, CPA,
Vice President, Finance/CFO

James A. Nastars,
Vice President, Lending and Collections

Michael T. Hintz,
Vice President, Information Technology

Steve E. Kubala,
Senior Vice President, Operations/COO

Tony
C. Budet

President/CEO



Select Employee Groups
The following companies,
organizations, associations,
colleges and universities are
included in the field of
membership of University
Federal Credit Union.

Field Of M
embership

Austin, Texas Area
Abbott Laboratories
American Institute of Architects, Austin Chapter
Applied Research Laboratories, UT Austin
Austin Area Chapter National Assoc. of Certified

Public Accountants and employees of members
Austin Association of Remodeling Contractors
Austin Board of Realtors and employees of

members
Austin Chapter of the Texas Society of Certified

Public Accountants, Chapter Office employees
Austin Coca-Cola/Dr. Pepper Bottling Company
Austin Diagnostic Clinic
Austin Presbyterian Theological Seminary and

Graduate Students
Austin Software Council
Austin Surplus Lines Agency, Inc.
Austin Technology Incubator
ASAP Cargo, Inc.
Better Business Bureau, Austin
BOC Edwards Kochina
Brazos Higher Education Service Corporation
Chartered Semiconductor Manufacturing
Concordia University: Faculty, Staff, and Students
Cortex Interactive, Inc.
Crossroads Systems
Encompass Inc./Mech of Texas, Inc.
Episcopal Seminary of the Southwest and

Graduate Students
Exterprise, Inc.
FG Squared
Fox Service Co. Inc.
frogTX
Gila Corporation
Gold Tower Club - for members age 55 and over
Goodwill Industries of Central Texas
Harte-Hanks Direct Marketing
High End Systems, Inc.
Holt, Rinehart and Winston
Huston-Tillotson College: Faculty, Staff, and

Students
Intel Corporation
Interactive Ensemble
J.C. Evans Construction Company
J.J. Pickle Research Center
MCI World Com
Mental Health Assoc., Austin Area
Microelectronics Computer Corporation (MCC)
Modus Media International
Newgistics
Northwestern Mutual Life Insurance Agency,

District Office
Polydyne Software, Inc.
Pro-Ed
ProTrader Securities Corporation
Resources for Living
Samuels Jewelers
SEMATECH, Inc.
St. Edward's Alumni Association, Austin Chapter
St. Edward's University: Faculty, Staff and

Students
State Credit Union Commission
Steck-Vaughn Publishing Company
Sysco Food Services of Austin
Texas Council on Family Violence

Texas District of The Lutheran Church,
Missouri Synod. This includes all full-time
employees serving the Texas District office
which is located in Austin

Texas Electric Cooperatives, Inc., employees
who work in or are paid from Austin,
Texas (including employees who work in
Jasper, Texas)

Texas Guaranteed Student Loan
Corporation

Texas International Education Consortium
Texas Medical Liability Trust
Texas Society of Psychiatric Physicians,

members of the Austin and Galveston/
Jefferson Chapters, and employees and
staff members of each respective dues-
paying member

Texwood
TManage, Inc.
Tonic Software
Tower Records
Turner Collie & Braden, Inc.
University Co-op Bookstore, UT Austin
University of Texas at Austin: Faculty, Staff

and Students
University of Texas at Austin:

Longhorn Foundation Members
University of Texas at Austin: Offices,

Bureaus, Divisions, and Activities
occupying facilities of UT Austin and
listed in the UT Directory

University of Texas Ex-Students' Association
-Austin Chapter

University Federal Credit Union employees
and their family members

University of Texas System Office
University United Methodist Church

employees
UT Neighborhood Longhorn Program
Virtualcfo, Inc.
Vignette Corp.
Wheatsville Co-op, employees and members
White Lodging Services
YWCA of Greater Austin employees

Galveston, Texas Area
Edgewater Retirement Center
Family Health Care Centers
Galveston Catholic School: Employees Only
Galveston College: Faculty, Staff, and

Students
Galveston County Health District
Galveston Historical Foundation
Gulf Coast Center
O'Connell High School: Employees Only
Seaborne ChalleNGe Corps.
Shriners Burns Hospital
Texas A & M University, Galveston Campus

Faculty, Staff, and Students
Texas Department of Corrections
Transitional Learning Community
Unitarian Universalist Fellowship of

Galveston County
University Area Association
University of Texas Medical Branch: Faculty,

Staff, and Students

Taylor, Texas Area
Taylor Community - all persons who live or

work in the city of Taylor, Texas
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From Left To Right Seated:
Marilla D. Svinicki, Ph.D.

Cynthia A. Leach, Secretary

Mary A. Seng, Vice Chairman

From Left To Right Standing:
Gilbert O. Gallegos

Carl E. Hansen, Ph.D.

Thomas J. Ardis

William T. Guy, Jr., Ph.D.

George K. Herbert, Ph.D., Director Emeritus

Arthur B. Martinez, Treasurer

Frank J. Peters, Chairman



C
hairman’s Report

2001 O
fficers

Frank
J. Peters
Chairman

During a highly unusual year, both for its extraordinary
events and for its economic climate, University Federal
performed exceptionally well.  Financial results were strong.
More importantly, as a result of many initiatives, University
Federal is better positioned to successfully compete in
today’s complex and challenging financial services
environment more than ever before.  Your Board of
Directors, consisting of nine volunteers, men and women
elected by and from the membership to staggered three-
year terms, oversaw a wide variety of critical initiatives
intended to more comprehensively meet the financial needs
of our growing membership.  They include:

• Expansion of feature-rich and competitively priced
financial products and services available to members
through UFCU Financial Services, LLC., a subsidiary of
University Federal;  these include financial planning,
investment and brokerage services, property and casualty

insurance, and a host of other attractive financial solutions;

• Deployment of an entirely new credit card program, including exceptional rate,
bonus points, and cash-back features;

• Addition of Home Economics 101 to our suite of consumer education programs,
Wheels 101 and College Education 101, through which members can avail
themselves of considerable information and advice intended to facilitate mortgage
and home equity loans, saving considerable money in the process;

• Considerable enhancement of University Federal’s website and home
banking capabilities;

• The awarding of a contract by the University of Texas to install ATMs on the Austin
campus, resulting in a campus-area network of almost 30 ATMs.  University Federal
now operates almost 50 machines in Austin, Round Rock, and Galveston;

• Conversion of University Federal’s ATM/Cash & Check Card/point of sale
processing from an outsourced to an in-house solution, thereby greatly enhancing
the reliability of the Credit Union’s card programs;

• Several facilities initiatives, including expansion and renovation of our South MoPac
Branch to include a larger lobby and more drive-thru facilities, planning for 2002
renovations of our North Guadalupe and Galveston Branches, and negotiations for
new 2002 branch locations at Highways 183/620 in Northwest Austin and along the
Slaughter Lane corridor in far South Austin;

• The addition of several high-profile employers to our field of membership,
increasing total employer groups served to well over 100.

Our organizational tempo matches that of the financial services industry in general—
the pace is fast and change constant as our competitive environment grows evermore
complex.  Our volunteers and executive staff are fully up to the challenge.  The vision,
teamwork, and common focus demonstrated by both have resulted in an extremely
dynamic organizational culture which well positions University Federal for continued
success in years to come.

On behalf of your Board of Directors, thank you for your membership and for the trust
you place in your Credit Union by allowing us to help manage your financial affairs.
Now, after 66 years of service, with almost one-half billion dollars in assets, and as
Austin’s largest locally-owned financial institution, we continue to do business as we
always have, one member at a time.

Board of Directors
Frank J. Peters, Chairman
Mary A. Seng, Vice Chairman
Cynthia A. Leach, Secretary
Arthur B. Martinez, Treasurer
Thomas J. Ardis
Gilbert O. Gallegos
William T. Guy, Jr., Ph.D.
Carl E. Hansen, Ph.D.
Marilla D. Svinicki, Ph.D.
George K. Herbert, Ph.D., Director Emeritus

Supervisory Committee
Ned H. Burns, Ph.D., Chairman
Doris F. Constantine, Secretary
George K. Herbert, Ph.D.
Dana M. Malone
Christine A. Plonsky

Principal Officers
President/CEO:

Tony C. Budet

Senior Vice President:
Steve E. Kubala, Operations/COO

Vice Presidents:
Michael T. Hintz, Information Technology
James A. Nastars, Lending and Collections
Yung V. Tran, CPA, Finance/CFO
Sheila J. Wojcik, Ph.D., Human Resources

and Performance Development

Administration
Senior Managers:

William R. Berglund, Lending
Glenda D. Lane, Business Development
L. Vincent McConnell, Direct Delivery
Bradley J. Shoff, Call Center
Ellen S. Simpson, Internal Audit
Marianne B. Spencer, Card Services
Rhonda M. Summerbell, University Relations
Corina L. Watts, Marketing
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• Jeanette Abbott • Scott Adair • Benson Adediji • Adrian Allen • Brian Allen
• Kathy Allen • Zach Anderson • Melissa Andrade • Jennifer Applewhite • Kelly Atkinson
• Brandie Bailey • Brooks Bailey • Donna Balke • Kimberly Beasley • Kathy Beeman
• Felicia Benavides • Bill Berglund • Pamela Beverly • Craig Bishop • Kimberly Boles
• Paul Bonham • Roark Bradley • Gwendolyn Brannon • Cecelia Brooks • Yvonne Brooks
• Jim Brown • Marcy Browning • Cain Bryant • Tiffany Brzycki • Nicole Buchorn
• Tony Budet • Bambi Bunce • Ashley Burwell • Maggie Butler • Janice Calzada
• Marisol Cantu • Nikki Carroll • Cathy Castro • Teresa Chapa • Dino Cisneros
• Terry Cockerham • Linda Coleman • Tamika Collier • Jason Collins • Chris Conley
• Dru Cook • Catherine Corron • Courtney Crawford • Joyce Crouser • Sylvia Cruz
• Josephine Davidson • Bruce Davis • Malinda De La Rosa • Christeen De Leon • Debbie Del Rio
• Lisa Deshay • Mindy Diaz • Pat Dispensa • Chuck Dougherty • Juan Echartea
• Curly Echelmeyer • Evelyn Edmondson • Heather Edwards • Pamela Enderby • Cynthia Escobedo
• Jennifer Estrada • Tammy Everhart • Kay Fisher-Irwin • Ginetra Foreman • Nita Franks
• Jo Freeman • Jason Furr • Yvonne Gamez-Case • Mike Gandy • Leticia Garza
• Regina Garza • Sandy Gaskamp • Alicia Gentzel • Shaun Gerrard • June Gillingham
• Iris Glaab • Pat Gregory • Rosie Gripentrog • Brigitte Guilmenot • Trisha Hailey
• Johanna Hall • Gary Hamilton • Lyanna Han • Linda Hawkins • Amy Herboek
• Louis Hernandez • Holly Herrin • Jake Hillyer • Michael Hintz • Scott Hoffman
• Peter Hogan • Stephanie Holland • Denise Homesley • Jane Huang • Kevin Hute
• Diana Isham • Daphne James • Janice Jennings • Rose Johnson • Amy Kaderka
• Darrell Kalina • Evelyn Kerr • Edwina Kizzee • Joyce Klockgether • Sujani Koduru
• Adam Kopplin • Steve Kubala • James Landry • Glenda Lane • Pam Langford
• Harris Latchman • Pam Law • Marilyn Leuty • David Lipchak • Rosalinda Lopez
• Lora Louviere • Leann Lovelady • Carmen Lugo • Rebecca Luis • Nancy Mach
• Nina Mahan • Maria Martinez • Regina Martinez • Veronica Maxey • Alyssa McCloud
• Vince McConnell • Kathryn McCoy • Jason McGee • Nicole McKamie • Amy McRae
• Michelle Mexquitic • Raechele Milam • Tami Miller • Lisa Mitchell • Cheryle Mobley
• Erica Montes • Yolanda Moore • Pam Morgan • Lacey Morris • Kathleen Munchow
• Monica Munoz • James Nastars • Lisa Newman • Shirley Normand • Beth O’Banan
• David O’Hara • Tracy Olson • Brian Ortiz • Kim Otnes • Sherri Owens
• Dora Papile • Erci Paredes • Carrie Parker • Linda Payn • Donette Peevey
• Steve Perez • Christine Petersen • Amber Phommavong• Scott Ray • Tammy Ray
• Rose Reames • Tanya Remore • Ilene Reyes • Irene Reyes • Darra Rightmer
• Rachel Roberson • Wanda Roberson • Gina Roberts • Kendra Robertson • ChaCha Rodriguez
• Laurieann Rodriguez • Raquel Rodriguez • Yolanda Roquemore • Annie Rosales • Tony Rosas
• Patricia Ross • Cynthia Salazar • Penny Samford • Christina Schutz • Rick Senn
• Tasha Shackles • Brad Shoff • Lana Shryack • Janice Shuler • Micah Simmons
• Jason Simoneaux • Courtney Simpson • Ellen Simpson • Erik Skapple • Karri Sliwa
• Jenny Smart • Andrea Smith • Marla Smith • Trina Smither • Marianne Spencer
• Angela Spinaio • Meena Sreenivasan • Darrell Stark • Mark Stark • Shai Starnes
• Pauline Stranathan • Krisha Streety • Rhonda Summerbell • Rachelle Taylor • Laurie Thomas
• Mike Thurmond • Jason Tillerson • Robert Torn • Yung Tran • Wesley Treadwell
• Lois Turner • Brian Ulbrich • Adela Valdez • Ben Varughese • Alex Vega
• Alex Herrera • Joseph Villarreal • Sonia Villarreal • Lynda Villasana • Linda Wait
• Dan Wallace • Corina Watts • Mark Weidman • Phil Weinstein • GiGi Whitehead
• MaryRuth Wiley • Madrile Wilson • Chester Wilson • Eric Wise • Sheila Wojcik
• Morvena Wolf • Joseph Woodruff • Jennifer Yantes • Wendi York • Arthur Zapat
• Venessa Zapata • Megan Zihlman • Erni Zimmermann

C o n t e n t sE m p l o y e e s

Page Twenty Page One



Downtown

702 Colorado Street, Austin, Texas

Galveston

428 Postoffice Street, Galveston, Texas

Highway 79

201 West Taylor Avenue, Round Rock, Texas

North Guadalupe

4611 Guadalupe Street, Austin, Texas

South Mopac

5033 US Highway 290 West at MoPac, Austin, Texas

Steck

3305 Steck Avenue, Austin, Texas

Taylor

407-A North Main Street, Taylor, Texas

University at Dobie Mall

2025 Guadalupe Street, Austin, Texas

You Can Reach Us By Dialing

Austin: (512) 467-8080
Galveston: (409) 797-3300

US Toll-Free: (800) 252-8311

Mailing Address

PO Box 9350, Austin, Texas  78766-9350

www.ufcu.org
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