
March 29, 1 989 LB 606

SENATOR LAMB: My concern has to do with the unsophisticated
borrower t ha t goes into the banker and says, are you going to
finance me for my farming operation chis year? T h e b anker s ays ,
yes, we' ll take care of you again and so the borrower leaves the
bank, thinks he's in great shape, everything i s hu n ky-dory . He
does not realize that he has to have a written agreement with
the banker. He thinks that his needs are going to be taken care
of, but then as time progresses perhaps the b anker h as seco n d
t houghts . He de ci de s he would not finance this person for
another crop year and so the next time the borrower goes. . .sends
a check, and he wr i t e s a c h eck f o r s e ed o r some fertilizer or
some other item, and the banker finally says, well , I w as i n
error. My board decided that we' re not going t o f i na n c e y ou
another year, and my only concern is, is there any provision in
this bill whereby this unsophisticated borrower c ould, s h o ul d o r
would be notified that anything that the banker tells him is
not. . . we l l , i t has t o be i n wr i t i ng . He just cannot take the
word of the banker because really when you get right down to it,
it does not mean anything. And i f he doe sn ' t have i t i n
writing, he doesn't have anything, period, that he has a false
sense of security there that he may not realize he is a t r i sk .
I s the r e any way we can provide for t hat unsophisticated

SENATOR LANDIS: The unsophisticated borrower is r ecognized i n
the bi l l , h owev e r , the definition of w hat that constitutes
probably doesn't appeal to you. You' l l f i n d i t i n t he gr e en
copy of the bill on page 2. It says, and here it parallels, by
the way, thi: basic notion of the usury statute, and i t say s i n
l oans o f >25,000 or less which are used for personal family or
household purposes this doesn't apply to. Secondly, i f y ou ' r e
t alk ing ab ou t a pr i nci p a l r esidence , a mor t ga g e , this bill
doesn't app l y . Now t ho s e have been the his torical
acknowledgements of what an u n sophisticated borrower is with
respect to the usury statute. I f yo u ' r e asking m e abo u t a
farmer who is doing a commercial loan to over a course of time,
the first credit agreement needs to be in writing after 1990 and
modification to that credit agreement will need to be in writing
as well. Notice of the obligation to make modifications in
writing will be given at the signing of the first writing given
i n the i n i t i a l l oa n p e r i o d . The answer to your question is, no,
the farmer is not entitled to rely on that exchange with the
banker on a verbal statement following the passage of 606.

SENATOR LAMB: And my concern t hen does remain, be c a u se

borrower?
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