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Third Biennial Report

OF THE

State Bank Commissioner

Denver, Colorado, January 1. 1913.

To His Excellency,

JOKN F. SHAFROTH,
Governor of < Jolorado.

Sir: In compliance with the requirements of section 337,

Revised Statutes of L908, 1 beg leave to submii herewith the

Third Biennial Reporl of the office of State Bank Commissioner,
for the period from January 1, 1911, to and including December
31, 1912; showing in detail the names of the owners and principal

officers, the paid-up capital of each bank, the name and location

thereof, and the number of banks in the state under the jurisdic-

tion of the State Bank Commissioner; with a summary of the re

ports made by them during the period, showing thereon the dates

of examinations made by the department during the period cov-

ered by this report; and such oilier data and information herein

affecting them, the banking situation of the state, and the depart-

ment.

At this date the number of state banking institutions under
supervision is 107—an increase over the number shown' in the
lasi biennial reporl of fifteen, ami an increase of sixty-five since

the organization of the department in 1908, when, on February
14 of thai year, but L32 banks existed; an increase of 50 per cent

in number, and. as shown by the following exhibit, the total as-

sets have increased 80 per cenl :
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An analysis of the reports of this department sIioavs to what

extent the state banking resources of Colorado are controlled by

the twenty-one trust company organizations More than 50 per

cent of the total resources shown are under their control.

An analysis of the resources of the state banks shows that

more than one-half of them—to-wit, 105—have total resources

of less than $100,000; that forty-two have resources of between

1100,000 and $200,000; that twenty have resources of between

|200,000 and $300,000 ; that fourteen have resources of between

$300,000 and $500,000; that seven have resources of between

$500,000 and $1,000,000; and that nine have resources of $1,000,-

000 and more.

Following a recent custom, Comptroller of the Currency
Murray, on June 14, 1912, obtained from nearly all of the banks

in the United States reports of their condition, and compiled

from such reports the summary shown on another page) of this

report, which indicates a continual growth in the banking re-

sources of the country. It also indicates that for every bank under
national supervision there are about three under state super-

vision. At this time there arc 127 national banks in Colorado.

There are also under partial supervision of this department
the receivers of the following banks: Colorado State Bank, I)u-

rango, Colorado; The State Bank of Rocky Ford, Rocky Ford,

Colorado; The Bank of Grand County, Hot Sulphur Springs.

Colorado; The La Plata County Bank. Durango, Colorado
Since the last report no material changes have occurred in

the affairs of the receivership of the Colorado State Bank, Du-
rango, Colorado. The same comment is applicable to The State

Bank of Rocky Ford. Rocky Ford. Colorado.

In May, 1911, The La Plata County Bank, of Durango.
Colorado, was found to be in a very unsatisfactory condition, as

a result of the vicious methods and manipulations of its presi-

dent, T. K. Irwin. Steps were promptly taken to remove IrwTin

from the control of the bank, and an hoapst management was
placed in charge.

After making a strenuous effort to obtain sufficient patronage
to warrant continuing in business, but finding the conditions

unfavorable, the board of directors on May 20, 1912, placed the

bank in charge of this department. A receiver was duly ap-

pointed to wind up the bank's affairs, and, in my opinion, depos-

itors will be paid in full. Irwin has been apprehended, and is now
awaiting trial for violations of the law while he was conducting
the bank.

In August, 1911, the Stratton State Bank was found to be

insolvent, due to the mismanagement and over-borrowung from
it by its officers and directors, and it was closed by the depart-

ment.
The honorable District Court appointed the State Bank Com-

missioner to act as receiver thereof, and within sixtv days a re-
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organization of the bank was effected, principally through the

efforts of one of the old stockholders. The bank was permitted
to reopen under a new charter, and is now in good hands.

The entire cost of handling the bank during these proceed-

ings was less than $500.

In October, 1911, the affairs of the Gilcresl State Bank be-

came involved to such an extent thai the departmenl look charge
temporarily, until an arrangemenl with creditors of the bank
was made for extensions of time in which to settle claims; where-
upon the bank was granted a now charter; the main object being
in permit the stockholders to close up the affairs of the bank
witli as little loss and expense as possible; or, should conditions
justify them, to again actively engage in business.

Reorganizations and changes of managemenl have been re-

quired in several instances where banks have been found in unsat-

isfactory or dangerous conditions, dm 1 to incompetenl manage-
ment and otherwise; thereby averting failures. Mergers of banks
have 1 occurred where conditions were such that they were deemed
advisable and desirable.

In a number of cases the action of the departmenl has ef-

fected substantial benefits to the public, of which it is not aware;
and banks, both stale and national, have been saved losses by its

efforts.

Violations of the banking law have been and are continually

committed by some state banks and their officers, knowing thai

no penally attaches for such violations that arel committed, for

the reason that there is apparently none provided in the law.

I have been unable to obtain the assistance of the legal de-

partmejat of the stale and gel il to accept my view of the situa-

tion, believing that any corporation or individual being guilty of

continued violations of the law, for- which no specific penalty is

provided, should have its righl to do business revoked. For in-

stance, banks that continually violate the law relating to excess

loans, or the law reaating to borrowing money or rediscountmg
paper, appear to do so with impunity. Most grievous of all is the

refusal of banks to make good deficiencies by making pro-rata as-

sessmenl upon the stockholders when so ordered. If is indeed

strange that the banking law should impose duties upon the Bank
Commissioner and the banker, and yet provide no method for en-

forcing its own mandates.
Under the present law corrective measures cannot be enforced

against banks, and ii is only when the Commissioner can produce
evidence to the District Courl that a bank is insolvent (the word
"insolvent" is used as defined in Revised Statutes, 11)08, section

340, that a bank's capital has been entirely lost and thai the as-

sets of the bank are insul'ticient to pay depositors), or has made
a false report, or has voluntarily placed its affairs under Hie con-

trol of the department, thai a receiver can be obtained.
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I cannot agree with the legal authority of the state that this

department must sit helplessly by and let a bank become in-

solvent through the mismanagement thereof by its officers and
their continued violations of the law, despite repeated admoni-

tions by this department.

If the department is to be effective, it must be provided with

effective methods, which can be speedily invoked before the in-

solvency occurs and loss to depositors arise.

Of cases of thefts by bank officers and employes there have
been a number. In most cases losses have been recovered but par-

tially. Prosecutions have been instituted, some of which are still

pending. This phase of banking conditions suggests a change in

the law which shall require all bank employes to be placed under
bond, so that losses may be recovered.

During the month of September, L912, all oanks were re-

quested to have an examination thereof made by their boards of

directors or owners. The request was cheerfully complied with.

and the practice of requiring directors to make examinations, in

dependent of the aid of the managing officials of the bank, results

in their obtaining knowledge which otherwise might not be ob-

tained. It certainly impresses the directors with the responsibil-

ities of their positions.

In one institution of this state I was gratified to find that its

board of directors had already appointed a committee to make an
examination, which was very thoroughly done, occupying prac
tically the time of four men for at least ten days, for which they
received in the aggregate $500.

I mention this instance for the purpose of illustrating the
necessity of having sufficient examiners in this department, in

order that the required length of time can be devoted by them to

examinations.

In order to avoid results that sometimes obtain in the "one-
man" bank, the directors ought to be held responsible where their

neglect of duties results in loss to depositors. They should not be
permitted to close their eyes to what is going on in the bank, but
should keep in touch with its affairs, in order to do justice to

those who deal with the bank.

The "dummy director," who permits his name to be used as a
drawing-card for the bank, and who does not take enough interest
in it to ascertain whether or not it is properly managed, should
have 1 no place in the banking.business.

All efforts during the past four years to have belter and more
effective banking laws passed by the legislature have failed sig-

nally. Much time and labor have been lost by reason of the fail-

ure of the legislature to propery pass laws. The enactment of
1911 was a fairly satisfactory measure. Its passage was bitterly
and successfully opposed by the bankers, and they apparently are
well satisfied with the course of events.
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Is it not a reflection upon 1 lie legislative ability of the mem-
bers of the Assembly thai so much time and labor should be lost

by l he failure or lack, as in the case of 1911, of one member's
vote (whether intentionally or unintentionally) to properly

adopt a reporl of a conference committee?

Had not this error occurred, the bankers would still have
fastened upon the stale the publication of the entire enactment
of 1911, at an expense of twenty or twenty-five thousand dollais.

which I think was unnecessary; but we should even then have
had some semblance of a better banking law; as I have no doubt
that the measure would have received a majority vote in favor of

its adoption.

Be that as it may, the lesson will be lost unless the incoming
legislature takes enough interest in the subject to see that its

work is thoroughly accomplished. Failing in that, the people

must initiate and adopt desirable laws.

The entire banking law of this state should be remodeled
with a view of giving the department sufficient power to adminis-

ter the law. The law should be made to cover banking in accord-

ance with the rules of reason and justice. The department shoubl

be given sufficient help, in the way of examiners and clerical

force, to carry on the work properly and efficiently.

I Avish to emphasize what I consider one of the greatest needs

of the department by repeating what I said two years ago: The
greatest need of the department is that of additional examiners,

To visit and make complete examinations twice each year of

107 banks and four receiverships, scattered as they are through-

out this great state, is a physical impossibility for the Commis-
sioner and one deputy. He is wholly unable, with the aid allowed

by the existing statute, to comply with the law; therefore, the

necessity for more assistants is apparent, and the deficiency

should be remedied. There) should be at least one examiner for

every seventy-five banks. The appointment of additional exam
iners would not increase the cost of the department to the state.

as the fees earned by them would more than pay their salaries

and expenses; and the required amount of time necessary for

a thorough examination of a bank could be devoted to it.

In support of my contention for more examiners, let me
si ate briefly (hat the state of Nebraska has under the jurisdiction

of its department of banking 690 banks, with total resources

of 1105,261,572.44. Its total number of employes is fourteen

—

five in the office and nine examiners; or one examiner to every

seventy-seven banks.

Kansas, with 902 banks, with total resources of $136,058,-

547.43, has sixteen employes in its banking department, eight

or nine of whom are examiners; approximately one to every 100

banks.



STATE BANK COMMISSIONER 15

Oklahoma has 621 banks, with resources of $53,451,712.04,

and the banking department has sixteen employes, ten of whom
are bank examiners ; or one for every sixty-two banks.

Texas, with 705 banks, has fifteen bank examiners.
In all of the above-mentioned states two examinations each

year are required.

The fees for bank examinations should be revised on the
basis of total resources of banks, and not on the basis of capital

and surplus. The present system is inequitable and unjust. A
small bank should be required to pay but a small fee, and the
larger bank can well afford to pay the fee based upon the volume
of business. Such a scale as follows would, in my opinion, be
fair to the banks, and would produce to the state almost sufficient

revenue to maintain the department:
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The receipts and expenses of the office for the fiscal years
ending- November 30, 1911, and November 30, 1!>1L\ have been
;is fellows:

RECEIPTS

Year Ending- Nov. 30, 1911—

225 Examinations $ 6,310.00

23 Certificates of Authority 230.00

Fines 50.00

Custody of Bank and Expenses 206.50

Year Ending Nov. 30, 1912—

233 Examinations 6, 690.00

17 Certificates of Authority 170. 00

Fines 150.00

Custody < 50.00

Total $13,856.51

EXPENDITURES
Year Ending Nov. 30, 1911

—

Salaries % 8,000.00

Traveling Expenses 1,132.50

Stationery, etc., etc 663.76

Year Ending Nov. 30, 1912

—

Salaries 7,785.83

Traveling Expenses 1,119.97

Stationery, etc., etc 704.93

Total $19, 406.99
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For the calendar years 1911 and 1912, covered by this re-

port, the figures for receipts and expenditures vary from those
in the foregoing report, ;is shown by the following:

RECEIPTS

Year 1911—

231 Examinations $ (J, 490.00

21 Certificates of Authority -210.00

Fines 125.00

Custody of Banks and Expenses 206.50

Year 1912—

221 Examinations G.3S0.00

16 Certificates- of Authority 160.00

Fines 75.00

Custody 50.00

Total $13, 696.50

EXPENDITURES
Year 1911—

.Salaries $ 8,000.00

Traveling Expenses 1,147.60

Stationery, etc., etc 722.31

Year 1912—

Salaries 7, 777.50

Traveling Expenses :'. 1, OSS. 94

Stationery, etc., etc. (estimated) 679.94

Total $19, 416. 29

The necessity for more frequent call reports is evidenced
when it is taken into consideration that approximately five

months elapse between the dates of the first and third, and
third and fifth, calls for reports of national hanks made by
the Comptroller of the Currency, whose dates govern the dates
of calls made by this department.

Private banking should, in my opinion, be entirely abol-

ished, and all banking institutions should be required to in-

corporate under the law.
"\\ nile there have been many comments along the lines of

having too many banks, and especially too many small banks.
H is indeed hard to say where the line should be dra.wn.

The suggestion is made that the department should have
power to refuse charters where good and sufficient reasons seem
to exist: and. on the other hand, it seems somewhat unjust to
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prevent any number of persons, who desire to engage in the
banking business, from so doing because reasons apparently
exist that a community will not support another bank.

In other words, if the state is to act as a guardian for

those who are in business, or propose to go into business, it

seems to me that the best efforts of the state in the guardian
business should be to guard the depositors, regardless of the

number of banks in existence or of those who desire to create
more.

It is a fact in some localities "dummy banks" are organ-

ized for the express purpose of keeping out competition; hence
the subject of restricting the number of bunks becomes more
involved when considered in all its phases.

Many complaints against banks have been made to the

department, which in all cases have received careful investi-

gation and attention; and. while some have been trivial and some
have had merit, good results have been effected and matters
satisfactorily adjusted.

During the past two years banking conditions throughout
the state have been fairly satisfactory. With the bountiful

harvest of the past season, the outlook is encouraging for the
future welfare and profit of the banks.

I desire to renew my suggestion, made two years ago, that

there should be a complete revision of the banking laws of the

state, to the end that a thoroughly sound, consistent, and har-

monious code applicable to all banking institutions may be se-

cured. And. unless this is done, in my opinion, the depart-

ment may as well be abandoned, because under tin 1 present law

its efficiency is so limited that its usefulness does not justify

the expense attendant upon its operation. On the other hand,

under a comprehensive and up-to-date banking code, it could

become the most effective agency of the state administration

for the promotion of sound banking and the protection of de-

positors.

Eespectfully.

EMIL W. PFEIFFER,
State Bank Commissioner.
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BANKS ENCORPORATED IX 1911 AND 1912

Name of Bank Location Capitalization

The Peoples Siate Bank of Wray Wray $ 15,000.00

The Citizens Bank of Ordway (Private Bank) . . Ordway 10,000.00

The Farmers State Bank of Flagler Flagler 25,000.00

The Bank of Gypsum Gypsum 25,000.00

State Bank of Denver Denver 30,000.00

The West Side State Bank Denver 30,000.00

Romeo State Bank Romeo 25,000.00

The Emerson and Buckingham Bank and Trust

Company Longmont 50,000.00

The Commercial State Bank Antonito 25,000.00

The International State Bank Trinidad 100,000.00

The Lafayette Bank and Trust Company Lafayette 50,000.00

Parker State Bank Parker 10, 000.00

The Wallace State Bank Monte Vista 100,000.00

Farmers State Bank of Yuma Yuma 25,000.00

First State Bank of Silt Silt 10,000.00

North Denver Bank (Private Bank) Denver 10,000.00

The Marble City State Bank of Marble Marble 15,000.00

The Germania State Bank Denver 30,000.00

Platte Valley State Bank Fort Lupton 10,000.00

Tin- Pioneer State Bank Denver 50,000.00

The Guardian Trust Company Denver 100,000.00

The Night and Day Bank Denver 50,000.00

The First State Bank of Swink Swink 10,000.00

The Bank of Baca County Two Buttes 10,000.00

The Merchants Bank Denver 50,000.00

The Citizens Exchange Bank Denver 30,000.00

Canon State Bank Canon City 30,000.00

The Capitol Hill State Bank Denver 30,000.00

The Silver State Bank Denver 50,000.00

The Colonial State Bank Manassa 10,000.00

The Cedaredge State Bank Cedaredge 25,000.00

Briggsdale State Bank Briggsdale 10,000.00

The Hooper State Bank Hooper 10,000.00
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CHANGES IN TITLES AND LOCATION OF BANKS
Name of Bank Location Date of Change

The Union Trust and Banking Co Grand Junction

Changed to

The United States Bank and Trust Co.... Grand Junction Oct. 7, 1912

Alfalfa Valley State Bank AVild Horse

Changed to

Kit Carson State Bank Kit Carson Sept. 20, 1912

BANKS IN THE HANDS OF RECEIVERS
Name of Bank Location Receiver

State Bank of Rocky Ford Rocky Ford G. M. Hall

Colorado State Bank Durango Owen F. Boyle

The Bank of Grand County Hot Sulphur Springs. .Geo. F. Higgins

La Plata County Bank Durango Chas. H. Schutz
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ABSTRACT OF REPORTS OF 127 NATIONAL BANKS IN
COLORADO AT THE (LOSE OF BUSINESS, NOVEM-
BER 26, 1912

RESOURCES
Loans and discounts $ 68,246,499.92

Overdrafts 233,561.47

United States bonds to secure circulation 8,846,010.00

United States bonds to secure United States deposits.. 1,542,500.00

Other bonds to secure United States deposits 1,011,645.63

United States bonds on hand 145,500.00

Premium on United States bonds 30,157.88

Bonds, securities, etc 15,487,504.24

Banking house furniture and fixtures 1,566, B17. 56

Other real estate owned 868,615.66

Due from national banks (not reserve agents) 9,229,117.37

Due from state banks and bankers, etc 2,635,074.53

Due from approved reserve agents 19,507,383.43

Checks and other cash items 279, 954.14

Exchanges for clearing house 1,245,811.63

Notes of other national banks 1,015,924.00

Fractional paper currency, nickels and cents 40,925.12

Specie 9, 027,424.45

Legal-tender notes '.

2,277,996.00

Redemption fund with United States treasurer 428,835.50

Due from United States treasurer 58, 353.00

Total *H3, 725, 411
. 53

LIABILITIES

Capital stock paid in $ 10,965,000.00

Surplus fund '.

7 , 440, 755.00

Undivided profits, less expenses and taxes paid 2,144,593.33

National bank notes outstanding S, 715, 780.00

Due to other national banks 15, 187, 497.50

Due to state and private banks and bankers 4,257,877.11

Due to trust companies and savings banks 1,201,252.23

Due to approved reserve agents 224.09

Dividends unpaid 4,716.90

Individual deposits 88,182,983.50

United States deposits 1,111,822.71

Deposits of United States disbursing officers 283,032.19

Bonds borrowed 36,000.00

Notes and bills rediscounted 60,488.04

Bills payable 333,000.00

Reserved for taxes 122,792.90

Liabilities other than those stated above 25,150.41

Postal savings deposits 652,445.59

Total $143,725, 411.53
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TOTAL RESOURCES AND LIABILITIES OF ALL BANKS
IX COLORADO AT CLOSE OF BUSINESS, NOVEMBER
26, 1912

(This Includes 127 National Banks, 141 State Banks. 28 Private

Banks, 7 Savings Banks, 21 Trust Companies; or a Total
of 321 Banks)

RESOURCES

^oans and discounts $ 97,002,677.77

Overdrafts 390,886.36

.Bonds to secure postal savings (other than national

banks) 303, 058.11

Bonds, stocks and securities. 35, 675, 060.67

Premium on bonds 35,583.78

Banking- house furniture and fixtures 2,669,736.32

Other real estate 1,352,257.37

Expense account 19,969.08

Due from banks and bankers 42,988,008.33

Checks and cash items and exchanges for clearing

houses 1, 828, 289.09

Cash on hand 14,073,147.06

Other resources 73,448.99

Five per cent redemption fund with United States

treasurer 42S, 835.50

Due from United States treasurer 58,353.00

Total $196, 899, 311. 43

LIABILITIES

Capital stock paid in $17,742,100.00

Surplus fund 9,327,086.16

Undivided profits 3,312,132.98

National bank notes outstanding 8,715,780.00

Bills payable 712, 374.18

Notes rediscounted 111,614.84

Bonds borrowed 49,000.00

Postal savings deposits 795,460.69

Dividends unpaid 4,993.40

Deposits 131,070, 209.42

Due to banks and bankers 24,698,777.93

Other liabilities 215,689.89

Reserved for taxes 144, 091 . 94

Total $196, 899, 311 . 43
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