
January 30 , 19 8 9 LB 296

amendments to the bill, Nr. President.

P RESIDENT. T h an k y o u . Sen a t o r A b b o ud , p l ea s e .

SENATOR A BBOUD: Nr. President, colleagues, t he pu r p o s e o f
LB 296 is to pr ovide uniformity between state and fe deral
statutes authorizing state ch a r t e r ed b ank s to amortize loan
losses over a term of years. Now, in particular, LB 296 would
authorize state chartered banks,which have suffered a decline
i n t h e i r cap i t a l ac cou n ts as a re sult o f lo an l osses , t o
amortize their loan losses over a seven-year p e r i o d r at h er t han
the five-year period currently established in state s ta t u t ~ .
Now why is th at provided and why is that needed at this time.

.'

Well , t he fe d e r a l l a ws we r e changed . Back i n 1986 w e a d o p t e d
t hi s Sec t i on 8 , 132- 10 2 . It was one of the first types of
legislation providing for this type of law in the country and it
was intended to provide a period of time for banks to work ou t
severe loan problems which were draining their capital accounts.
In the absence of. the statute, all loan losses were required to
be charged off immediately. Amortization simply al lows t h ose
l osses t o be sp r e a d o v e r a five-year period as long as the bank
did so according to a plan that was authorized by the Department
o f Bank in g a n d F i n a n c e . I n 1987 an d i n 19 8 8 , Congress r e ac t ed
to t h e p r essu r es in the b anking industry with s i mi l a r
legislation at the federal level. Amendments were made t o t he
Federal Deposit Insurance Act which authorized the amortization
of certain losses over a period o f sev e n y ear s . Rules and
regulations of the FDIC were subsequently amended to provide for
the mechanization for amortization programs. Al l s t at e
chartered banks are insured by the FDIC at the current t ime i n
this state. As such, the above referenced federal statute and
regulations of the FDIC are applicable to the stat e ch a r t e r ed
banks at this time. It is very impractical, if not impossible,
for banks which need a loss program to comply with b oth the
state and fe deral laws when th e amo rtization periods are
different. So it provides for the same p er i o d, ch ang i n g f rom
f iv e t o sev en yea r s . And it makes, I think, for a be t t e r
system. It helps to keep some of the b anks that a re h av i ng
problems at this time afloat. Now there ar en ' t a ny ch an g e s as
far as the information dealing with losses. A ll losses are
d isc l o s e d «o th e p u b l i c . There is no change in the laws as f a r
as that goes. Everything is disclosed to the public. I t ' s a
matter of public record. T hat ' s i t . I would b e h a ppy t o an s w er
any questions if there were any.
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