LB 899 LB 899

LEGISLATIVE BILL 899
Approved by the Governor March 12, 1984
Introduced by DeCamp, 40

AN ACT relating to financial institutions; to amend
sections 21-1320.01 and 21-17,120.02, Revised

Statutes Supplement, 1982, and sections
8-407.03 and 8-702, Revised Statutes
Supplement, 1983; to place duties on financial
institutions as prescribed; to provide

penalties; to allow for an extension of time; to
harmonize provisions; to eliminate a provision
relating to extension of time; to repeal the
original sections, and also section 8-301.01,
Revised Statutes Supplement, 1982; and to
declare an emergency.

Be it enacted by the people of the State of Nebraska,

Section 1. (1) Any building and loan
association organized under the provisions of Chapter 8,
article 3, shall, within six months of the effective date
of this act, (a) obtain and continually maintain insurance
of its shares, savings, or deposits by membership in the
Federal Savings and Loan Insurance Corporation, (b) merge

with an institution _w_hlch " holds such membership and
insurance, or (c) p_rp_\glde the notice and advertisement
specified in subsectlon (2) of this section. Any building
and loan assoc1at10n organlzed after the effective date of
this act shall prior to commencing its operations, comply
with subdivision (1)(a) of thls section or, upon

commencing its operations, comply with subdivision (1) (<)
of this section.

(2) A building and loan association may

commence operation or continue to operate if it provides

notice to depositors and holders of shares, savings
certlflcates, or other similar instruments that such

deEOSltS or instruments are not insured. Such notice shall

be given (a) by October 1, 1984, to all depositors and
holders of such instruments created ‘before October 9
1984, (b) on the date any such deposit, share, _sa_\_llngs
certlflcate or similar 1_nstrument is created for deposits
made and instruments created on or after October 1, 1984,

and (c) annually thereafter as follows: AS PROVIDED BY THE
LAWS OF THE STATE OF NEBRASKA YOU ARE. HEREBY NOTIFIED THAT
YOUR DEPOSIT SHARE, SAVINGS CERTIFICATE OR OTHER SIMILAR

INSTRUMENT 1S NOT INSURED. Any advertising conducted by

such institution shall in each case state: THE DEPOSITS,

SHARES, SAVINGS CERTIFICATES, OR SIMILAR INSTRUMENTS OF
THIS INSTITUTION ARE NOT INSURED. The institution shall
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also display such notice in one or more prominent places in

all facilities in which the institution operates. All such

notices and statements shall be given in 1arge or

contrastlng type in such a manner that such notlces shall

be conspicuous. Each willful failure to give the notice
prescrlbed in this ls subsection shall constltute a Class I1
misdemeanor. ___All officers and dlrectors of any such
:mstltutlon shall be jointly and severally responsible for
the issuance of the notices described in this subsection in
the form and manner described.

(3) The certlflcate of approval of any building
and loan assoc1at10n wthh fa1ls to comply with subsection

(1) of this section shall be atitomatlcally forfeited and

such association shall be liquidated and dissolved, either
voluntarlly by its board of dlrectors under the
supervision of the Department of Banklng and Finance or

involuntari 1y by the department as in cases of 1nsolvency

(4) A building and loan association shall file
proof of compliance with subsection (1) of this section
with the Department of Banking and Finance.

Sec. 2. That section 8-407.03, Revised Statutes
Supplement, 1983, be amended to read as follows:

8-407.03. (1) Any industrial loan and
investment company; organized under the provisions of
Chapter 8, article 4, shall, prier te January 1; 2983-
within six months of the effective date of this act, (a)
obtain and continually maintain insurance er guaranty @&
its savings or certificates of indebtedness by membership
in the Federal Deposit Insurance Corporation, (b) merge
with an institution which holds such membership and
insurance, or

_)_p_ro_v:Lge the notice and advertisement
spec_l_f_led in subsection (3) of this section. e eerperatien
erganized pursuant te the Nebraska Bepesitery Institution
Suaranty Eerperation Ack-

(2) Any industrial loan and investment company
organized in this state after dJenuary 3+ 3983 the effective
date of this act, shall, prior to commencing its
operations, obtain and continually maintain insurance er
guaranty of its savings or certificates of indebtedness by
membership in the Federal Deposit Insurance Corporation
or, upon commencing its operations, provide the notice and
advertisement specified in subsection (3) of this _section.
a esrperation erganized pursuant e the Nebrasha
Bepesitery fnstitution Cuaranty Corperation fek-

€3 When any eempany hkhas an aepplieation £eow
inguranee or guaranty perding during an extensien peried
granted pursuant te seetienm 8-3631-01- +the date faow
eeverage established by gsubseetien ¢33} ef this seetien
shati be entended untii the ageney er entity befeore whieh
the appiieation is pending has rendered a £finel deeision-

(3) An industrial locan and investment company
may commence operation or continue to _ S apairaiEet St it

provides notice to depositors and holdir_s of savings
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certificates, certificates of indebtedness, or other
similar instruments that such deposlts or 1nstrumep_ts are
not 1nsured_ Such notice shall be given (a) by October 1,
1984, to all dep051tors and holders of such 1nstruments
created before October 1, 1984, (b) on the da_te__a_ny s_q@
deposit, savings certificate, certificate of
indebtedness, or similar instrument is created for
deposits made and instruments created on or after October
1, 1984, and (3)__§rln_L_z§\lly thereafter as follows: AS
PROVIDED BY THE LAWS OF THE STATE OF NEBRASKA YOU ARE
HEREBY NOTIFIED THAT YOUR DEPOSIT, SAVINGS CERTIFICATE,
CERTIFICATE OF INDEBTEDNESS OR OTHER SIMILAR INSTRUMENT
IS NOT INSURED. A_n_y_ __agivertlslng conducted by “such
institution shall in each case state: THE | DEPOSITS,
SAVINGS CERTEEIQ_I}’TES CERTIFICATES OF INDEBTEQNE_& OR
SIMILAR INSTRUMENTS OF THIS INSTITUTION ARE NOT INSURED.
The institution shall also display such notice in one or

more prominent places in all facilities lp___wl:qch the

institution operates. All such notices and statements
shall be given in large or contrasting type in such a
manner that such notices shall be conspicuous. Each

willful failure to give the notice prescribed in this
subsection shall constitute a Class Il misdemeanor. All
officers and directors of any such institution shall be
jointly and severally responsible for the issuance of the
notices described in this subsection in the form and manner
described.

(4) An industrial loan and investment company

shall file proof of compliance with subsection (1) or (2)
of this section with the Department of Ba_r_\_klng and Finance.
(5) Any industrial loan and investment company

which fails to comply with subsection (1) or (2) of this

section shall be llqu1dated and dissolved, elther

voluntarily by its board of directors under the

supervision of the Department of Banklng_arld__}:_“lnar_mc_e_ (oD
involuntarily by the department as in cases of insolvency.

Sec. 3. That section 8-702, Revised Statutes
Supplement, 1983, be amended to read as follows.

8-702. (1) Eneept As provided in subsectionrs
£33 end ¢4} ef this seetien; ary Any banking institution
hereafter organized under the laws of this state shall (a),
before a charter may be issued, enter into such contracts,
incur such obligations, and generally do and perform any
and all such acts and things whatsoever as may be necessary
or appropriate in order to take advantage of any and all
memberships, loans, subscriptions, contracts, grants,
rights, or privileges; which may at any time be available
or inure to banking institutions or to their depositors,
creditors, stockholders, conservators, receivers, or
liquidatorss by virtue of those provisions of section 87 of
the Federal Banking Act of 1933 (section 12B of the Federal
Reserve Act, as amended)s; which establish the Federal
Deposit Insurance Corporation and provide for the
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insurance of depositss; or of any other provisions of that
or of any other act or resolution of Congress to aid,
regulate, or safeguard banking institutions and their
depositors, including any amendments of the same or any
substitutions therefor; also, such banking institution may
subscribe for and acquire any stock, debentures, bonds, or
other types of securities of the Federal Deposit Insurance
Corporation and comply with the lawful regulations and
requirements from time to time issued or made by such
corporation or (b), after a charter is issued and upon
commencing its o_peratlons, provide the notice and

advertisement specified in subsection (3) of this section.

(2) Any Exreept as previded in subseetiens (3-)
and {4} ef €£his seetien; any banking institution to which a
charter has been issued prior to ©Geteber 19; 1963 the
effective date of this act, and which is not a member of the
Federal Deposit Insurance Corporation shall, within emne
year after Oeteber 39; 1963 six months of the effective
date of this act, obtain membership in such corporation and
the insurance of its deposits and file proof of compliance
with the Department of Banking and Finance or provide the
notice and advertisement specified in subsection (3) of
this section. e )

{3} The provisiens ef subseectien {13} er (2) eof
this seetien shail net appiy te any bank whieh preeures a
bond furnishing bianket eneess fidelity eoverage of ene
mittien deliars ever that furnished by bends reeuired
under seetion 8-1310- Bueh beord shaiti be £ited with and
appreved by the Birector of Banking and Finanee apd remain
a part of the reeerds of the department and shail always be
epen ke publie inspeetion during the effice hours ef he
department=

t4} The previsiens ef subseetieon {i}; (2
{3y ef this seetiern shail net appiy %e an applieant
aequi¥ring substantialiy all ef the mssets and iimbilities
ef B eeeperative eredit naseeiatien whieh (a3} has been
unabie e eompiy with subseetien (3} ef this seetion
beeanse €he Federai Depesit Insuranee Eerperatien has
determined that the paid-up eapital steel; surpius; er
paid-in undivided prefits ef the appiicant; as appreved by
the department im aceordanee with seetien B8-11l6; are
inadequate; and (b} becomes a member ef a cerperatien
formed pursuant te seetions 33-17,3127 te 23-37-145-

(3) A banking institution may commence
operation or continue to ogerate stsEEatie prov1des notice to
depositors and holders of savings certlflcates

certificates of 1ndebtedness, or other similar 1nstruments

that such degosﬂ:s or instruments are not 1nsur§d___ Such
notlce_ _shall be given (a) by October 1 T o84 to alil
depositors and holders of such 1nst_rl_m£r_1ts created be_f_qre
October 1, 1984, (b) on the date any such d_egos_lt savings
certificate, certificate of indebtedness, or similar

instrument is created Lo depos:Lts made and _instruments
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created on or after October 1, 1984, and (c) annually

thereafter as follows: AS PROVIDED BY THE LAWS OF THE

STATE OF NEBRASKA YOU ARE HEREBY NOTIFIED THAT YOUR

DEPOSIT, SAVINGS CERTIFICATE, CERTIFICATE  OF
INDEBTEDNESS OR OTHER SIMILAR INSTRUMENT IS NOT INSURED
Any advert1s1ng conducted by such 1nst1tut10n shall in
each case state: THE DEPOSITS, SAVINGS CERTIEICATES
CERTIFICATES OF INDEBTEDNESS OR SIMILAR INSTRUMENTS OF

THIS INSTITUTION ARE NOT INSURED. The institution shall

also display such notice in one or more promlnent places in

all facilities in which the institution operates. All such

notlces and statements shall be given in large ar

contrastlng type in such a manner that such notices shall

be conspicuous. Each willful fallure to giye the notlce
prescribed in this subsection shall constitute a Class II

misdemeanor. All officers and directors of any such

institution shall be 301ntly and severally responsible for

the issuance of the notices described in this subsection in

the form _a_n_(_i_ma_nrlgr described.

(4) A banking institution shall file proof of
compliance with subsection (1) or (2) of this section with
the Department of Banking and Flna‘rgc_g_

(5) The charter of any banking institution which
fails to comply with the provisions ef subseetien (237 {337
er ¢{4) of this section shall be automatically forfeited and
such banking institution shall be liquidated and
dissolved, either voluntarily by its board of directors
under the supervision of the Department of Banking and
Finance or involuntarily by the department Bepartment of
Barking and Fimnanee as in cases of insolvency. Any banking
institution whose charter is automatically forfeited under
the provisions of this subsection which continues to
engage in the business of banking after such forfeiture, as
well as the directors and officers thereof, shall be
subject to the penalties provided by law for illegally
engaging in the business of banking.

Sec. 4. That sectinn 21-1320.01, Revised
Statutes Supplement, 1982, be amended to read as follows:

21-1320.01. ($19) Any cooperative credit
associations organized under the provisions of Chapter 21,
article 13, shall, prier e Jdanuary 2, 39837 within one
year of the effective date of this act, (a) change its
csharter to a bank and obtain and continually maintain
insurance e¥r guaranty v of its shares, savings, or deposits
by membership in the Federal Deposit Insurance
Corporation, (b) change its charter to a building ‘and loan

association and obtain and continually maintain insurance

of its shares, savings, or deposits by membershlp in the

Federal Savings and Loan Insurance Corporatlon () change
1ts_ charter to a credit \_Inlon and obtain and continually

maintain insurance of its shares, savings, or deposits as

grov1ded by the Federal Credit Union Act, 12 U.S.C. 1781 et

seq. (d) merge with an institution which holds such
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insurance, or (e) provide the notice and advertisement
specified in subsection (2) of this section. Any

cooperati __c?ed_lt association organlz_ed after the

effective date of this act shall, upon commencing its

operations, comply with subd1v1510_n (ll(e] of thais

section. a eerperatien erganized pursuant te the Nebraska
Depesitery fnstitution Guaranty Eerperatien Aek-

€23 Any eeeperative eredit asseeiption
erganiged in this state after January 3; 3983, shaii; prier
€0 eemmeneing &8 eperations; ebtain and eert:+RHAtly
matntain insuranee or guaranty of its shares, savingss e¥
depesits by membership in a eorperation erganized pHrsSuanE
€e the Nebraska Bepesitery InstituEien cuaranty
Eerporatien Aet-.

(2) A cooperative credit association may

commence operat:gon or continue to operate if it provides

notice to depositors “and holders of shares, _savings
certlflcates certificates of indebtedness, or other

51mllar instruments that such deposits or instruments are

not insured. Such notice shall be L given (al by Sprdl -

1985, to all de2051tors and holders of such 1nstruments

created before April 1, 1985, (b) on the date any such
deposit, share, savings certificate, certlf_lcate of
indebtedness, or similar 1nstrument 1s+ created for

deposits made and instruments created on or after April 1 i)

1985, and (c) annually thereafter as follows: AS PROVIDED

BY THE LAWS OF THE STATE OF NEBRASKA YOU ARE HEREBY

NOTIFIED THAT YOUR DEPOSIT, SHARE, SAVINGS CERTIFICATE

CERTIFICATE OF INDEBTEDNESS, OR OTHER SIMILAR INSTRUMENT
IS NOT INSI__IBE_D Any a_dve_rtis_lng conducted by such

institution shall in each case state: THE DEPOSITS,

SHARES, SAVINGS CERTI FICATES, CERTIE‘I_CATES (oho]

INDEBTEDNESS OR SIMILAR | INSTRUMENTS OF THIS INSTITUTION

ARE NOT INSURED. The 1nst1tut10n shall also display such
notice in one or more promlnent places in all facilities in

whlch the 1nst1tutlon operates. All such notices and

statements shall be given in large or gontrastlng type _lam

such a manner that such notices shall be conspicuous. Each
w1llfu1 failure to give the notice prescribed in this

subsectlon shall constitute a Class Il misdemeanor. All
officers and directors rs of any such lnstltutlon ‘shall be

jointly and severally responsible for the issuance of the

notices described in this subsection in the form and i manner
descrlbed

(3) A cooperative credit association shall file
proof of compliance with subsection (1) of this section
with the Department of Bz Ban}ung and Finance.

(4) Any cooperative credit assoc1at10n _which
fails to comply w1th subsection (1) of this section shall
be liquidated and dlssolved either volurﬂ:_a_rl_ly by its
board of directors under | the supervision of the Department
of Banking and Finance or 1nvoluntarlly by the department

as in cases of insolvency.
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Sec. 5. That section 21-17,120.02, Revised
Statutes Supplement, 1982, be amended to read as follows:

21-17,120.02. (1) Any credit union; organized
under the provisions of Chapter 21, article 17, shall,
prier te damuary 3*; 2983; within six months of the
effective date of this act, (a) obtain and continually
maintain insurance e¥ guafanty of its shares, savings, or
deposits as provided by the Federal Credit Union Act, 12
U.S.C. 1781 et seq., e¥ (b) merge with an institution which

holds such insurance, or (c) provlde the notice and

advertisement specified in subsection (3) of this section.
by membership im a ecorperation erganiped pursuant €e %he
Nebrasha Bepesitery Institution Suarenty €erperation Aek-

(2) Any credit union organized in this state
after danuary iy 3983 the effective date of this act,
shall, prior to commencing its operations, obtain and
continually maintain insurance e¥ guaranty of its shares,
savings, or deposits as provided by the Federal Credit
Union Act, 12 U.S.C. 1781 et seq., or, upon commencing its
operations, provide the notice and_advertlsement_sge(nfled
in subsection (3) of this section. s er by membership in a
cerperation erganived pursuant te the Nebraska Bepesitery
Institutien Gumranty Cerperatien Aek-

(3) A credit union may commence operation or
continue to operate e 1t provides notice to dep051tors and

holders of shares, savings certlflcates certificates of

1ndebtedness, or other similar 1nstruments that such

deposits or instruments are not 1nsured S_uch notice shall

be given (a) by October 1, 1984, to all deposﬂ:oi‘s and

holders of such instruments created before October 1,
1984, 1984, (b) on the date any such degoslt_: ihare, sav1n_g§

certlflcate,_certlflcate of 1ndebtedne'ss, or similar

instrument is created for deposits made and instruments

created on or after O October 1, 1984, and (c) annually

thereafter as follows: AS PROVIDED BY THE LAWS OF THE

STATE OF _ NEBRASKA YOU ARE HEREBY NOTIE‘IED- THAT YOUR

DEPOSIT, SHARE, SAVINGS CERTIFICATE, CERTIE‘ICATE OF

INDEBTEDNESS OR OTHER SIMIL:AR _INSTRUMENT IS NOT INSURED_

Any advertising conducted by such 1nst1tut10n shall in

each case state: THE DEPOSITS, SHARES, SAVINGS
CERTIFICATES, CERTIFICATES OF INDEBTEDNESS, OR SIMILAR

INSTRUMENTS OF THIS INSTITUTION ARE NOT INSURED. The

institution shall also display such notlce in one or more
prominent places in all facilities in whlch the

institution operates. All__s_ugﬁh notices and statements
shall be given in large or contrastlng type in stich a
manner that such notices shall be conspicuous. Each

willful failure to give the notice prescribed in I

subsection shall constitute a Class 11 misdemeanor. All

ofElcers and* dlrectors "of any such institution shall be
_]onltly and severally responsible for the issuance of the

notices described in this subsection in the form and manner
descrlbed
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(4) A cpedit v updlans Sishialis | fiile nroef —of

compliance with subsection (1) or (2) of this section with

the Department of Banking and Finance.

(SR & Any credit union which fails to comply with

subsection (1) or (2) of this sectlon shall be liguidated

and dissolved, either voluntarily by its board of
directors under the supervision of the Department of
Banklng and Finance or 1nvoluntarlly by “the department as
in cases of 1nsolvency

Sec. 6. If within six months, or in the case of a
cooperative credit association one year, of the__effectlve
date of this act any financial institution which is
required to obtain federal insurance coverage of its
deposits, shares, savings, or certificates of indebtedness
as specified in section 1 of this act or “section 8-407.03,
§-702, 21-1320.01" or 21-17 120 07 has _an application for
sgch coverage_pendlng_, the date for coverage required by
the appropriate section shall be extended until the

final dec151on on the application.

Sec. 7. That original sections 21-1320.01 and
21-17,120.02, Revised Statutes Supplement, 1982, and
sections 8-407.03 and 8-702, Revised Statutes Supplement,
1983, and also section 8-301.01, Revised Statutes
Supplement, 1982, are repealed.

Sec. 8. Since an emergency exists, this act
shall be in full force and take effect, from and after its
passage and approval, according to law.
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