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LETTER OF TRANSMITTAL.

San Frawvcisco, CAv., October 31, 1910,
s Excellency, JAMES N. GiLLer, Governor, Staie of California, Sac-
ramento, California.

Sir : T herewith submit the first annual report of the Supermtendent of

Banks of the State of California, pursuant to Section 140 of the ‘‘Bank
Act’’ enacted by the thirty-eighth session of the leﬂtslat;ure and eﬁectw(.
July 1, 1909,

EFFICIENCY OF ACT

‘&fter soxmtlung over a vear’s e\pemenu, in udmmmenng the “B.mk
Aet,”” I con not too strongly cmnmend it ior 1ts adequ.my and eﬂ"ectm.-
ness. It is the most eomplete “ell buluncx.d and up-to- dute banhuw
law at present of any of the states in the Union, and if thorourrhlv and
efficiently administered no depositor should ever be 'in danaer of losing
his deposit, or really having the same in ‘]eopnrd}, through the fmlure
ui any bank in the .State of (,uhforma under ity ;]uusdmtmn ' '

ADMINISTRATION .

TUpon receiving the appointment of Snpermtendent from you on
July 1, 1909, I immediately proceeded with the organization of the
State Banlung, Department. T employed as examiners only men with
banking experience, and endeavored at the same time to secure men ot
business ability .and experience.

The department s now equipped with the most up-to-date, Lo‘mplet(}
imd practical set of blanks and forms for all purposes, filing systems, ete.,
50 that heneeforth complete rucmds e‘m ."md will be kept of all imnks
under its jurisdiction, ‘

I have had the satisfactory moral supporf of conservative bankers, even
thowuglh at first some of them believed the act too drastic and fur-reaching
in its effects, I am pleased to say, however, that with a better acquaint-
ance with the law, and a realization on their part that there must be
regulation and supervision, and that the prerogatives of those of sound
judgment and proper intentions must be limited and restricted to the
extent of the possibilities for dangerous or dishonest actions on the part
of the unprineipled who might engage in the husiness, they have gener-
ally come to believe that it serves its purpose well. With frequent and
capable examinations it limits the possibility of those of unsound judg-

~ment, of overconfidence, or improper motives, going to the point where
they can impair the integrity or the solveney of their institutions before
a remedy can he applied.
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CO-OPERATION WITH COMPTROLLER OF THE CURRENCY.

This department has worked at all times in harmony with the Comp-
troller of the Currency at Washington, and I am under obligations to
Ion, Lawrenee O, Murray for d(“f'l]]]ll"’ when I was outlining my work,
his chief deputy, Mr. W. J, Fowler, to give us the benefit of his v aiuah]e
n\perunoe in the Comptroller’s uh‘wc, at Washington,

COST OF ADMI NISTRATIDN

I b(.he\e that the worlk of the department can be efficiently and prop-
Prlvperfommd at dbont the approximate cost of the first year of admin-
'Istl'uhon While it is true that emplojees worked much overtime and
many nights during the vear, and that mueh Iabor has been entailed
that will not have to he duplicated, it.js also true that there are some
‘details of the work that should be gone into more thoroughl} and
enlalged upon fur the general [__ruod '

T tuke this means of commending those who have been employed in the
department for their efficiency, z.edl ancl general d]SpO‘%Itlm’l 1:0 work hard

to au.omphsh rLsultq
i SCOPE OF WORK.

I have bu’dtui*oiéd to get away from the stereotyped method of exam-
ination of banks, and the formal promnﬂr of book fizures. In other
: awords, I have endeavored to get at. thL real condition and status of their
assets; to learn and know the faets at all times. As one means to this
end, I found it necessar v to est.xhhsh a eredit system, and all loans
above a certain figure are listed and almrew.ﬂ,cd i this office, and vital
- infor m.mcm pertaining to the proper admmlsh ration of the department
is constantly gathered. All ]mnk halanoes are reconciled in this office,
and all details of the work are so carried nut and in(mrrht to a foens
thm i real p]mtugmph ,mc] absolute knm\ ledee of LOII(]lTl(JDb can be had,
. The ¢ehardeter of the men administering the affairs of hanks is noicd
ﬂud I have insisted upon directors holding frequent meetings, and
familiarizing themselves thoroughly with the affairs of their hinks,  In
'add]tmn to maknm 111&1;1' w:u]x f=\ammnt10n pmﬂdud by 'an we
“haye them dt,hnowletlw over their own, .s]rrnatmos. the receipt. of, and
H,fdnuh«m?mg themselves with, all dnt ummns mtemlcd for their pemt;a.]
relu‘rmg to, IIHH(’I"S which, f1 pIm the :'\amnmh(m 11 is fnund desn‘ ible to
_ edll to their pﬂrtwular attcmtmn lt is nnt Im pnhq m wnste {ime
w Titing let s to p;oﬂd banks on_ trlvml matters, but it was found DeCes-
sary at fir st to call attnntwn to nmm’ m.mels of dM'ul more or lvqs at

'VdI‘]ﬂ‘ﬂLE W 1th th(_ prowswns oi the law '

: g CONDITION OF BANKS
CTam I)]Ul’aLd to state that the banks of the State to- day are generally
i splendid condition. A few'are i ‘orking out pwblpms left them by
fmmu' managements, but all banks are solvent. ' Fifty-one banks have




been required to make ‘good nnpmrment of cupltal stouk, doubtful

" asgets -have ‘been wmtten oft; -excessive -Joans reduned ‘aud overdrafts

and investments ‘in stocks lirgely ‘eliminated. " “These - read,]ustments,‘.
“togethér with various consolidations, have served to’ matemally strenthen

L . the: banking situation. “Deposits have ineredsed, and there is generully

o 'grmter donifidence and a hetter fesling of secumty than ensted bufore'
the endetment of the present law, R

: The total individwial deposits on October 1;: 1910 the date of the lnst
‘called report of condition, were $469,675,436.70, Deducting the depo:alts
: -w1thdrawn on account. of nationalization of banks, this sum’ represents a
‘ gmn ovcr the dcposxts 3repox ted on J uly 1, 1909, of $56,300 000

'NUMBER OF BANKS. ' :
, When I assume«l ofﬁce on Julv 1, 1909 them= were in ewstence tour“
: hundred ‘and ughty~sw (486) Statc bzmks 'l‘ln.rty ﬁve“’(35) new banks
~ind eighteen (18) branches ‘of banks ‘alre ¢ )
Z uuthorme(l to transact a banking businéss. ’l‘he prowswns of the luw; .
however, with respeet to mnkmg departmenml bankmg legal” lmve
: .fﬂ(,)lltatvd the u)molulatmn and’ umulgumatum of bunks, 50 thnt
twrether with hquldahonb, volunmry and other\\'lse, the number of %tute
hanks to-day is four bundred und ninéty-six (4%) B
_ 'I‘welve banks chaugcd from the Satafe to ‘the National system, a smaller
'numl)ur than during the previous year, and-some of this number had
planned for sut,h (,hang(* betore’ the new law: went into eﬁet.t ' '

CLOSED BANKS. : SR

1 huve found it necessm's' to close thirteen (13) bunks, including two
branches, because of impairment or absenge of cupital, and misman-
agement, The first of these, the State Savings and Commerecial Bunk
and the Union State Banlk, oE San Francisco, were closed on J wly.. 17,
1909. I have in my .possession money with which to pay a substantial
dividend to depositors of these banks, but a series of suits brmlght.
against me, in which the constitutionality of the ‘‘Banlk Act"’ is involved,
* has delayed the distribution of the money. The act has been sustmned
on every count, hoth in the Fudoml and State courts, on ull pmnts that

" have heen tried.

LIQUIDATION OF CLOSED BANKS. .
--I have appointed one general supermtendent, with supervision over
a]l banks in liquidation, who has rented rooms in the building where I
‘have my offices. The expenses of his department are pro-rated among
the different banks, and great economy is thus effected.
. In the case of two banks taken possession of, and several other bnnks
. where sach action would have been necessary, I was able to make arrange-
ments with other banks to liquidate or purchase their assets, so that no
funds were withheld from depositors, and the business of the banks went
on as nsual,

REPORT OF SUPERINTENDENT oF BANKS._ e
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The Japanese hanks now in liquidation, and which I took charge of
soon after my assumption of the duties of this office, are in very bad
condition. - The faet that the records were kept in Japanese made it
extremely hard for us to arrive at a correct knowledge of their position.

Their affairs show that they were simply looted. Criminal prosecu-
tions, as yet, have not been commenced, because most of the transactions
were cftected before the present law went into effect, and also beeause of
cur inability on account of incomplete records (in J apanese) of fastening
specific acts upon individuals.

All banks are now compelled to keep all records in English,

1n realizing upon the assets of the above mentioned banks, which it
was necessary to liquidate, I have found it necessary to file fifteen (15)
suits, eight (8) petitions for sale of property, and fifteen (15) claims in
bankruptey proceedings. 1t will be necessary to file many other suits
before the liquidation proceedings are complete. There have been filed
against me, in my official capaeity, nineteen (19) suits for various
reasons. &% i : .

I believe that when final statements are rendered they will show con-
¢lusively the effectiveness and economy of the method preseribed by the
‘‘Bank Aet’’ for the liquidation of banks. '

AMENDMENTS TO THE LAW.
"1 have but few amendments to suggest in pursuance of the require-
menti;_ of the law relative to.my annual report, and they relate to minor
matters only. The same are appended and made a part of this report.

i STATEMENTS OF CONDITION. L
A statement, of the condition of all hauks as shown by the called report
of June 30, 1910, compared with the report of condition as of June 30,
1909, as well as other ‘gtatements and gchedules, are submitted and
appended hereto as a part of this report. They include in addition to the
above: : : i -
" (1) List of new banks.
(2)" Miscellaneous changes in banks, R
G Statements with reference to banks in liquidation.
- (4) Namies and compensation of employees.
(5) Statement of receipts and expenditures.
. In conclusion, I have 0 say that T am much pleased and satisfied with
{he progress made and the work aecomplished during the time 1 have
been in office. - The results achieved have been good, and the tendencies
o1l alopg the line are in the right direction.
- Trusting that my administration has been satisfactory to yourself and
{he people of the State, I am,
Very sincerely yours,
ALDEN ANDERSON,
Superintendent of Banls.



