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March 23, 2022

Mr. Chairman (Representative Dylan Roberts) and Members of the Committee (Vice Chair Sullivan, Amabile, Bird, Carver, Duran, Lynch, Mullica, Ricks, Sandridge, Snyder, Van Beber, Van Winkle)

On behalf of the The Eastern Colorado Bank with five (5) branches in El Paso, Lincoln, Kit Carson and Cheyenne counties, it is my privilege to present testimony in opposition to HB 22-1277.  

Our bank was founded in 1944 by my grandparents and has remained a Colorado family owned and operated bank for 78 years.  We employ 80 bankers across six locations (5 in Colorado and 1 in Kansas).  I am the Chief Operations Officer for our Bank as well as the Colorado Springs Branch President.

I urge you to vote NO on HB 22-1277. 

Our bank is a large holder of public funds so I am very aware of the requirements we are placed under to be given this opportunity and I wanted to share with you a little about those. 

We are required to track our public entities balances daily and ensure that any entity that has more than $250,000 in deposits (FDIC limit) receive additional pledging of bonds at 102% of balances at an approved escrow institution.  As of March 18, 2022, our Bank alone held $87,562,294 in public deposits in CO and of those $74,151,853 were uninsured.  We currently have $79,213,068.36 of market valued pledged collateral to cover that deficit.  If credit unions were allowed to access public funds without that pledged collateral, daily tracking, and monthly reporting, our public entities could be in danger. They deserve to have the accountability of the Colorado Division of Banking overseeing these efforts to ensure they are protected.  

Also, there has been some talk about giving choice to the public entities between using banks and credit unions. But CO banks do 98% of the Ag and Rural lending in CO and we also did 98% of the PPP loans.  By allowing us to keep these deposits, the public entities ensure this money is put back into our local economy. Our bank currently has a loan/deposit ratio of nearly 80% (which is very close to being as high as we can go).   To give you some perspective, for our bank public funds make up approximately 19% of our bank’s total deposits.  If we lost a portion of this, it could greatly reduce our ability to lend to businesses in our city and county.   Public Funds are considered by our bank regulators as “potentially volatile funding sources” as much of the money is short-term, such as fees or taxes they are collected at a particular time of year.  We have decades of experience managing the ebbs and flows of these funds to ensure our borrowers never have to worry about the bank not having enough liquidity to lend.  This all ties back to Community Reinvestment Act (CRA) which states all banks WILL lend to the communities they serve.  Credit Unions do not have this same requirement and therefore would not be required to make sure the public funds are reinvested back into the community.    I think all public entities should be FOR lending to our communities and therefore their choice should be to place their money where reinvestment is required and with depository institutions that are regulated.

Lastly, there are great mechanisms to make sure that a public entity never has to worry about their bank failing. The CO Division of Banking ensures the bank is adequately capitalized and has a satisfactory regulatory rating.  If the bank does not, they receive strict requirements or possible revocation of their certificate to hold public funds.
The Colorado banking industry provides safe and diverse banking choices in Colorado that generate tax revenues. In fact, there are 130 banks authorized to do business in Colorado with over 1400 branches in all four corners of the state. 
In summary, CO banks have all the items in place to ensure a public entity is never in danger of losing funds and that the funds that the depository institution holds are loaned back to local CO communities.  Credit unions do not and therefore should not be allowed to hold public funds. 

I urge you to vote NO on HB 22-1277.  Thank you for your time.

Warm Regards,
Megan L. Harmon, Colorado Springs Branch President/COO
Eastern Colorado Bank
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